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About this survey
This report was commissioned by Schroders to study insurance investors across North America, Europe, Latin America and 
Asia to analyse their investment objectives, outlook for performance and attitudes to risk.

The research was carried out via an extensive global survey during June 2018 of 157 insurance investors, representing a total 
of around US$10 trillion in assets under management. These were taken from a broader pool of 650 institutional investors 
encompassing approximately $24 trillion in assets.

The insurance respondents were sourced from 15 different countries.
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Executive summary
Insurance investors are increasingly placing risk management at the heart of their investment philosophy. 
This comes as they seek to meet the growing challenge of meeting their return expectations amid a backdrop 
of ongoing political and economic instability, Schroders Institutional Investor Study 2018, An Insurance Focus, has 
found.

This attempt to batten down the hatches has resulted in many shortening their investment time horizons and 
becoming increasingly cautious in their return expectations.

Confidence down, risk up

This year’s study registered a drop in anticipated performance on behalf of insurance investors as fewer (60% 
vs. 76% in 2017) expect returns of 5% or more. Their level of confidence in achieving those results has also 
dropped to 54% from 61% last year.

Risk takes many guises and insurers globally believe a trio of factors – political and world events (26%), higher 
interest rates (25%) and the potential for a global economic slowdown (23%) – are all set to affect performance 
in the next 12 months. This uncertain backdrop is reinforced by the majority of insurers expecting to see a 
rise in equity market volatility (72%), interest rate risk (72%) and credit defaults (63%).

Sustainability growing in prominence

Sustainability has also climbed in prominence among insurance investors. This year a third (33%), up from 
24% last year, say sustainability now plays a part in influencing their investment decisions. Further, a greater 
number of insurance investors believe sustainability will become more important in the next five years (73% 
vs. 66% in 2017).

The desire to balance risk and return manifests itself through the time horizons of insurance investors. 
Globally, time horizons are getting shorter as fewer invest over a full market cycle (10% vs. 14% in 2017), while 
the percentage of insurers’ portfolios turned over each year has jumped significantly from 13% to 19%.

Defensive footing

This shorter-term view could be driven by the pressures to provide retirement income as more (38% vs. 30%) 
say this burden is causing them to focus on short-term results. This defensive footing is supported further by 
insurers showing an increasing desire to prioritise the need to meet client income and yield requirements as 
an investment objective in the next 12 months (70% vs. 52% in 2017).

Active management is also favoured in insurance investors’ search for returns. Almost three quarters (73%) of 
insurer portfolios are typically held in active investments, a reflection of their belief in this approach being the 
most likely to garner returns in this uncertain climate.

“Markets have enjoyed a great run in recent years, our survey shows that insurers are now growing 
wary which could indicate that this may be coming to an end.”  

“The insurers we have surveyed are increasingly looking at bespoke risk-managed solutions and 
diversifying private assets to generate the returns they require with acceptable risk. Sustainability is 
also coming sharply into focus as a feature of our insurance clients’ investment requirements.” 
 
“The survey confirms the importance of asset managers having insurance-specific investment 
expertise to deliver the actively managed and tailored solutions required to meet insurers’ 
increasingly sophisticated objectives.” 

Paul Forshaw, Global Head of Insurance Asset Management, Schroders
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Return expectations and confidence fall

Can you please estimate your average annual total return 
expectations for your organisation’s investment portfolio

over the next five years?

How confident are you in achieving
these return expectations?

Return expectations fall
as risk levels rise
Globally, insurance investors have lowered their annual 
return expectations as rising levels of volatility and risk 
continue to pressure portfolios. Three in five (60%) expect 
returns of 5% or more (vs. 76% in 2017) while those expecting 
returns of 7% or more also fell (31% vs. 44% in 2017).
 

Confidence has also taken a hit as fewer insurance investors 
(54% vs. 61% in 2017) are now confident in achieving those 
returns.

31%

2018 2017

29%

40%
44%

32%

22%

2%

7% or more 5-6% Less than 5% Don't know

Can you please estimate your average annual total return expectations for your
organisation's investment portfolio over the next five years?

2018 2017

54% 61%

% Confident + Very Confident

How confident are you in achieving these return expectations? 

2018 2017 2018 2017
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Top performance concerns

Rising risks

When considering specific investment market phenomena, 
we find the greatest number of insurance investors feel 
equity market volatility (72%), interest rate risk (72%) and 

Politics and world events

Higher interest rates

Global economic slowdown

Tapering of monetary policy

Regulation

Emerging market risk

Currency risk

Cyber attacks

Stronger economic growth

Oil prices

Other

26%

25%

23%

12%

6%

5%2%

1%

1%

0%

0%

1%

Which one worries you the most?Which macroeconomic event worries you the most?

In your opinion, which direction will the following trend in the next 12 months?

credit defaults (63%) are the three areas in which they expect 
to see increasing risk levels in the next 12 months.

Macroeconomic and business backdrop

These changes in confidence and performance expectations 
have emerged against a challenging macro-economic 
backdrop. Politics has dominated the headlines for much of 
the year while global economic performance and interest 
rates remain under pressure. Insurance investors are keenly 
aware of this state of affairs and of the impact these issues 
have on their portfolios.

As a result the importance of managing risk levels has grown 
in the past 12 months among these investors globally. Risk 
comes in many guises with insurers pointing to politics and 
world events (26%), high interest rates (25%) and a global 
economic slowdown (23%) as the most prevalent concerns 
regarding the performance of their investment portfolios.

% Increase

72%

Equity market volatility

72%

Interest rate risk

54%

Currency fluctuations

20%

Global GDP growth

63%

Credit defaults

In your opinion, which direction will the following trend in the next 12 months? 
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As a result, insurance investors believe risk tolerance (70% 
vs. 63% in 2017) is now having the greatest impact on their 
investment decision making, an indication many would 
like to be more defensive in nature despite the need to 
make certain returns for their investors. This is followed by 
strategic asset allocation (63%) and anticipated returns (61%). 
Insurers also state investment committees are playing a 

greater role within investment decision making (51% vs. 37% 
in 2017).

Risk tolerance driving decision-making

2018 2017

70%

63%

61%

54%

51%

47%

42%

35%

33%

15%

Risk tolerance

Strategic asset allocation

Anticipated return

Fund manager track record

Investment committee

Tactical allocation

Defined time horizon

Past performance

Sustainability focus of the investment

Consultant recommendation

63%

68%

67%

68%

37%

52%

40%

37%

24%

21%

How much influence do the following factors have on your investment decision making?

% Influence ( 4 -5 )
1 (Least Influence) - 5 (Most Influence)

How much influence do the following factors have on your investment decision making?
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The impact of risk
on portfolios
Risk is at the forefront of insurance 
investors’ minds as they expect levels 
of risk to rise in a number of different 
areas. Furthermore, they understand 
the impact their risk tolerance will 
have on the way they invest. These 
data points need to be taken into 
consideration when analysing the main 
objectives insurers have set themselves 
for the coming 12 months.

This year, the main objectives for 
insurers are meeting client/member 
income and yield requirements, capital 
preservation, generating high risk-
adjusted returns, and diversifying their 
portfolios to manage volatility.

Funding liabilities and capital growth 
both fell in terms of priorities.

How important are the following investment objectives
for your organisation over the next 12 months?

Income and yield requirements take priority

Meeting client/member income and yield requirements

Capital preservation

Generating high risk-adjusted returns

Diversifying portfolio/s to manage market volatility

Funding liabilities

Meeting the organisation's minimum return guarantee

*Meeting cashflow requirements

Capital growth

Improve the sustainability of my portfolio's investments

How important are the following investment objectives for your organisation over the next 12 months? 

70%

66%

65%

57%

57%

45%

45%

40%

29%

0%

52%

68%

63%

54%

69%

47%

0%

50%

34%

1

"*" Option not asked in 2017

% Important ( 4 -5 )
1 (Least important) - 5 (Most important)

2018 2017



Schroders Institutional Investor Study 2018: An Insurance Focus 9

Insurers becoming more short-termist in nature

Managing increasing levels of risk while maintaining 
satisfactory returns for members is taking its toll on the 
investment horizons of insurers. Fewer are now investing 
over a full market cycle (10% vs. 14% in 2017). This is further 

supported by the increased amount of turnover in portfolios 
each year (19% vs. 13% in 2017).

On average, what is your holding period of a chosen investment strategy?

On average, what percentage of your portfolio do you turn over each year?

Reduction in investment time horizons

Portfolio turnover on the rise

2017

2018

On average, what is your holding period of a chosen investment strategy?

A full investment cycle

14%

10%

On average, what percentage of your portfolio do you turn over each year?  

19%
13%

2018 2017
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Furthermore, a greater number of insurers this year admit 
the growing burden of retirement provision is forcing their 
organisation to focus on short-term results (38% of insurers 
agree vs. 30% in 2017). This is further evidence of the forced 

shift away from long-term investment horizons as a result of 
investment pressures.

Retirement provision pressures

More risk budgeting and increasing fixed income

How strongly do you agree or disagree with the following statements?
[The growing burden of retirement provision is forcing my organisation

to focus on short-term results]

2018
% Agree + Strongly Agree

2017

38% 30%

How strongly do you agree or disagree with the following statements?
[The growing burden of retirement provision is forcing my organisation to focus on short-term results]

Across all your investments, which of the following strategies do you use to manage risk within the portfolio?

Focus on risk budgeting/solutions

The differing burdens felt by insurers are leading to an 
increase in the importance of risk budgeting. This year we 
see this to be a more prevalent tool for managing risk within 
portfolios (44% vs. 30% in 2017), a further reflection of the 
additional strain insurance investors are under.

Other changes in the way insurance investors manage risk 
include diversifying across asset classes and geographies 
(79%), increasing the use of alternatives (54%) and increasing 
allocations to fixed income (50%).

79%
54% 50% 46%

Diversifying
across asset

classes &
geographies

Increasing
use of

alternative
investments

Increasing
allocations

to fixed
income

Currency
hedging

44% 41% 31%
1%

Risk
budgeting

Derivatives Managed
volatility

strategies

Other

% Yes, multiple answers allowed
Across all your investments, which of the following strategies do you use to manage risk within the portfolio?
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Insurers acknowledge they need further support in meeting 
risk challenges and are craving more innovative solutions 
from the industry in the next 12 months. They say better 
risk management, product innovation for traditional asset 

classes/strategies, increasing sustainability and products 
that help keep up with regulatory changes would be the 
most helpful tools.

Risk management in the spotlight for innovation

Better risk management
56%

56%

34%

34%

29%

27%

15%

8%

5%

Product innovation for traditional asset classes/strategies

Increasing sustainability

Machine learning to process big data

Products that help keep up with regulatory changes

Smart beta products

Adopting blockchain

Investing in crypto-currencies

Other

Overall pool Insurance investors

* Overall pool includes insurance investors

In terms of innovation in your industry, what solutions
would be most helpful to you in the next 12 months?

62%

52%

31%

30%

31%

15%

11%

7%

1%

In terms of innovation in your industry, what solutions
would be most helpful to you in the next 12 months?
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Investment moves
As seen in the previous section, insurance investors are 
looking to increase allocations to fixed income in an effort 
to manage risk in their portfolios. Additional evidence of 
this can be observed in their portfolio allocations. They have 
registered an increase in their exposure to fixed income in 
developed markets (41% vs. 38% in 2017) and

a drop in emerging markets – both equities (9% vs. 12% in 
2017) and, to a smaller degree, emerging markets fixed 
income (13% vs. 14% in 2017). Two asset types were added 
to the list in this year’s study – liquid alternatives and multi-
asset investments.
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2018 2017

Approximately what percentage of your institution's portfolio is currently allocated to each of the following asset classes?
And what allocation do you expect over the next 12 months? [Current allocation]

"*" Option not asked in 2017

Equities
18%
18%

41%
38%

13%
14%

9%
12%

9%
12%

4%
4%

3%

2%

2%

0%

0%

1%

Fixed income

Private Assets

Equities

Fixed income

Cash

* Liquid alternatives

* Multi-asset investments

Other

D
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ke

ts
Em
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gi

ng
m

ar
ke

ts

% Current allocation

Increases in fixed income allocations

Approximately what percentage of your institution’s portfolio is currently allocated to each of the following asset classes?

An asset class in which insurance investors are willing to 
take slightly more risk in is private assets such as direct real 
estate funds, infrastructure funds etc. This allocation is set to 
increase by 2% in the next 12 months (9% to 11%). Insurance 
investors say the reasons for this increase are higher returns 
(64%), diversification (63%) and better risk management (42%).

This indicates insurers appear to be increasingly comfortable 
with the liquidity constraints associated with private assets 
as they look to improve their top-line returns.
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Insurance investor interest in private assets

You indicated that you expect to increase your allocations to private assets
over the next 12 months. Which of the following reasons explain why?

Today, roughly what percentage of your portfolio is made up of the following investment options?

Approximately what percentage of your institution’s 
portfolio is currently allocated to each of the following 
asset classes? And what allocation do you expect over 

the next 12 months?

9% 11%

Current allocation

Private assets
(Direct real estate funds, infrastructure funds etc.)

Expected allocation over
the next 12 months

Approximately what percentage of your institution's portfolio
is currently allocated to each of the following asset classes?

And what allocation do you expect over the next 12 months? 

To generate
higher
returns

64% 63%

42%
31% 30%

2%

To diversify
your

portfolio

To better
manage

risk

To generate
a steady
income

To hedge
against
inflation

Other

You indicated that you expect to increase your allocations to private assets
over the next 12 months. Which of the following reasons explain why?

High conviction in active management

Importance of active management

Insurance investors continue to show strong confidence in 
active management to help reach their goals. Almost three 
quarters of their assets (73%) are held in actively managed 

investments. This compares to 66% for the overall sample. 
On the other hand, their exposure to Smart Beta is lower 
than the overall average (2% vs. 4%).

66%
73%

Actively managed
investments

Passively managed
investments

Cash

Smart Beta

26%
21%

4%
2%

4%
4%

Overall pool
Insurance investors

Today, roughly what percentage of your portfolio is made up of the following investment options? 

* Overall pool includes insurance investors
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Attitudes toward
sustainability
There has been a marked improvement in sentiment 
and awareness of sustainability issues among insurance 
investors. This year, 73% of insurers say sustainable investing 
will become more important in the next five years. This 

compares to 66% in 2017. However, 72% say investing in 
sustainable investments is challenging. This is lower than 
the number of investors who feel the same way in the overall 
sample (77%).

How do you expect the role of sustainable investing
to change in the next five years?

How challenging do you find investing
in sustainable investments?

Improving sentiment towards sustainability

6%
21%
73%

Less Important

No change

More Important

How do you expect the role of sustainable investing
to change in the next five years?

Very
challenging

13%

59%

28%

Somewhat
challenging

Not
challenging

How challenging do you find investing
in sustainable investments?
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Furthermore, the sustainability focus of an 
investment now has a greater impact on 
the investment decision-making process of 
insurance investors. Last year less than a 
quarter said this was an influence. This has 
risen to a third this year.

Sustainability focus on the investment

Higher level of performance concerns

How much influence do the following factors have on your
investment decision making?

Sustainability focus of the investment

% Influence ( 4 -5 )
1 (Least influence) - 5 (Most influence)

33%

2018

24%

2017

Sustainability challenges remain
Although fewer insurance investors find investing 
in sustainability challenging, obstacles still remain. 
Insurance investors list performance concerns (53%), a 
lack of transparency and reported data (45%) and difficulty 
measuring and managing risk (31%) to be the specific factors 
inhibiting their ability to invest sustainably.

The gap between last year’s figures and those of this year is 
particularly large when it comes to discussing performance 
concerns.

How much influence do the following factors have on your
investment decision making?

Which, if any, of the following specific factors do you consider a challenge of investing in sustainable investments?

Performance concerns

53% 37%

Lack of transparency
and reported data

45% 35%

Difficulty measuring
and managing risk

31% 30%

Cost

20% 29%

Investment committee is
not comfortable making
sustainable investments

10% 14%

Other

2% 13%

I do not believe in
sustainable investments

20% 22%

*I do not consider there
to be any challenges to
investing in sustainable

investments

15% 0%

2018 2017

% Yes, multiple answers allowed

Which, if any, of the following specific factors do you consider a challenge of investing in sustainable investments?

"*" Option not asked in 2017
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Ways of increasing sustainable investment
Insurance investors value greater transparency by 
companies on both financial and non-financial performance 
reporting (27% vs. 23% overall). They also want data or 
evidence which shows investing sustainably delivers better 
returns (24% vs. 34% overall). This is of particular significance 
given the higher levels of performance concerns listed 
earlier.

The results also suggest insurance investors feel there are 
gaps in the sustainable investments market as more of them 
(15% vs. 9% for overall) say that having more options would 
help increase investment in this area.

Transparency and data key to improved sustainability allocations

Data/evidence that shows investing sustainably delivers better returns
24%
34%

Greater transparency by companies on both financial and non-financial performance reporting
27%
23%

Better ESG-related benchmarks
9%

11%
Greater support from senior leadership

12%
10%

More sustainable investment options
15%

9%
More ESG data providers

8%
8%

More training for investment team on ESG/sustainable investments
2%
3%

Bring in more external ESG consultants
1%
1%

Other
2%
1%

Overall pool Insurance investors

* Overall pool includes insurance investors

In your opinion, what would help you invest in more sustainable investments?In your opinion, what would help you invest in more sustainable investments?
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Asset class considerations
According to insurance investors, sustainability is the most 
important consideration in the following asset classes: 
equities (74%), infrastructure (58%) and credit (55%).

74%

Equities

58%

Infrastructure

55%

Credit

37%

Alternatives

36%

Real Estate
12%

None of the above

% Yes, multiple answers allowed

Sustainability is an important consideration in which of the following asset classes?

Over the course of 2018, the attitudes and behaviours of insurance investors have shown marked 
differences, largely driven by uncertainty in political, regulatory and economic spheres. They are 
grappling with various parts of their operations while keeping a close eye on the risks they are 
exposed to.

Although their performance expectations, and confidence levels to meet those objectives, 
have both dropped, insurance investors are taking steps to safeguard their organisation from 
investment upheaval. They understand their client/member income needs are crucial and they 
need to strike a balance between risk and return for the ultimate benefit of these individuals.

In their efforts to do this, insurance investors are relying on active management and calling for 
greater innovation in risk management.

Sustainability is earmarked to form a key role as it now has a greater influence on investment 
decisions and is expected to become more important over the next five years.

Conclusion

Sustainability is an important consideration in which of the following asset classes?
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