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In our October edition we extract and 
summarise the insurance results from our 
global Institutional Investor Study, in which 
we explored senior insurance investment 
professionals’ views for the next 12 months 
concerning markets and their impact on 
asset allocation decisions. 

As expected there are some pronounced 
regional variations, particularly where 
expected returns are concerned.

ESG is far too large and important a topic 
to cover in one brief article on ALM in our 
previous newsletter. Here we revisit the 
subject, this time looking at some of the 
technical challenges involved and how 
these might be overcome.

Schroders Institutional Investment Study 2021 
More than 180 global insurance investment professionals 
responded to our recent institutional survey (fieldwork took 
place in February-March this year) in which we explored major 
influences on portfolio performance, expectations for returns, 
and the impact of Covid-19– if any – on their strategic and tactical 
investment decisions. The key findings are summarised below. 

Return expectations

There are distinct disparities in return expectations for the next 12 
months by region and by type of insurer. In the EU half of those 
(49%) surveyed expect to achieve just 4% or lower, whereas none 
of those in North America were this bearish – in fact 56% expect 
returns above 6%. These views would seem to reflect recent 
experience of returns from equities and bonds.

There was a similarly positive outlook in Asia Pacific, with almost 
a quarter of the respondents even expecting above 9%. This may 
partly be explained by different tactical or strategic asset allocation 
policies in the EU, with a higher proportion of investments in 
sovereigns and highly rated IG credit for mature businesses, 
and Solvency II risk-based capital and valuation requirements 
constraining allocations.   

When viewing these expectations through Life and P & C lenses, 
there was a slightly more positive outlook amongst life insurers 
with the majority expecting returns between 6% and 9% whereas 
for P & C, this was in the 4 to 6% camp. Again perhaps a function 
of higher growth assets typically seen in life SAA, particularly if 
they have significant participating business liabilities, and their 
longer investment time horizons.



Source: Schroders Institutional Investor Study 2021. Percentages may not add up to 100% due to options ‘Don’t Know’ and ‘0% and below’ not displayed.

Figure 1: Can you please estimate your average annual total return expectations for your organisation’s investment portfolio 
over the next five years?

Source: Schroders Institutional Investor Study 2021. % Yes. Select all that apply. Multiple answers allowed.

Figure 2: Over the next 12 months, where do you intend to increase your allocation to private assets?

Influences on portfolio performance

Regarding expected headwinds to performance, we saw a 
fairly consistent view across all regions that a global economic 
slowdown would be a significant negative influence. Regional 
differences did emerge – world crises stood out as a red flag for 
the EU respondents, far less so than for the APAC region. 

Also in the EU, adverse effects of regulation was noted by almost 
60% of respondents, with a much more muted 33% in APAC 
and lower still - less than 20% - for North America. Interestingly 
climate change risk also stood out in the EU but barely registered 
elsewhere; this could be a function of regulatory maturity or other 
external stakeholder scrutiny.

The impact of the pandemic

The majority of insurers are reviewing their investment strategy 
in light of the changed market landscape post-Covid, but few are 
rethinking their investment philosophy in its entirety. Most are 
looking for undervalued assets and continuing to diversify away 
from listed markets. So the response does seem more tactical 
than strategic. 

Private markets

We asked where insurers expect to increase allocation and what 
their expectations were for returns in private markets. Starting 
with the latter, the highest returns (over 7.5%) were expected by 
most to be derived from private equity and infrastructure 
equity. This is reflected in allocation intentions: in EU the 
highest increased allocation by some margin is to infrastructure 
equity, whereas in APAC the highest is to private equity with 
very little increase to infrastructure equity.
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Sustainability 

We also explored insurers’ thinking regarding ESG investments 
and there were some stark geographical differences. We saw that 
difficulty in measuring and managing risk was perceived to be a 
key hurdle in Asia Pacific but far less so in the EU. Greenwashing 
was highlighted across regions as a major issue. Performance  
concerns also stood out in APAC, particularly in markets where 
there is a strong retail mindset. Regulatory and industry pressure 
was the primary driver of sustainability focus in the EU by some 
margin, unsurprising given the origins of much of the regulation, 
whereas again it was risk management in APAC and impact in 
North America. 

ESG Revisited: Technical Challenges 
In our previous newsletter (May 2021), we covered integration 
of ESG in the asset liability management process. We also 
noted that most insurers are aligning their ESG practice and 
requirements with the 2015 Paris agreement, and have targets 
for limiting greenhouse gas emissions within a set timeframe. In 
practice firms are moving at different speeds and with varying 
levels of detail in their disclosures, although many have made 
commitments to Net Zero by 2050. A number of management and 
technical challenges have been encountered along the way, some 
of which we explore here.

 – Data: credible data to model the impact of climate change 
and other sustainability influences on assets and on liabilities 
can be scarce or difficult to interpret. There can be differences 
in methodology for determining metrics, there may not be 
enough data for calibration of metrics, different proxies may be 
used. Both the value of data and its limitations as a determinant 
of expected outcomes must be understood in order to make a 
meaningful contribution to both understanding and managing 
ESG factors. At Schroders we recognise the importance of this 
and have invested significant time and resource in developing 
a suite of quantitative and qualitative tools to measure and 
interpret such data.  

 – Modelling complexity: regulators in the EU and the UK are 
proposing multi-year scenario projections that incorporate 
complex and detailed scientific research. Physical risk 
models are highly developed and should be well understood, 
particularly by P & C insurers. Transition risk models which 
estimate the impact of climate change mitigation measures on 
asset values may be less readily available in-house.   

 – Emphasis: to date the focus has been on ‘E’ – far less emphasis 
has been placed on the Social and Governance implications of 
investment decisions. It may be less immediately obvious for 
example how boardroom diversity or a firm’s business ethics 
can influence long-term returns and claims experience. But 

In summary, these findings highlight the need to tailor  
investment strategy bearing in mind not only the nature of the 
liabilities and market conditions, but anticipated risks which 
inform an investment mindset as well as emerging constraints 
brought about by external factors such as regulatory change and 
climate risks. 

without a coherent policy linking all aspects of ESG it is unlikely 
that maximum benefits are being derived. 

 – Prudential requirements: the disclosure burden is getting 
heavier, with both qualitative and quantitative reporting being 
added to the ‘third pillar’ of regulatory requirements. Outputs 
of stress and scenario testing under orderly, disorderly and 
failed transition scenarios are required in some markets 
already, and are likely to be extended to all in time. Firms 
will need to co-ordinate across finance, risk, actuarial and 
underwriting functions in order to capture all of the inputs and 
produce coherent, consistent output. Communicating these 
processes and results with internal and external stakeholders 
may require new skills and resources. We note the recent 
appointment of Chief Sustainability Officers, particularly within 
large global insurers, to address these complexities.

 – ESG objectives and time horizons: there can be a 
disconnect between the measures by which regulatory capital 
requirements and ALM objectives are set. In particular if climate 
risk is to be incorporated in capital requirements, how do we 
align the 1-year solvency horizon with the decades long view for 
the climate change stress tests? Can portfolio construction be 
further informed, or value added, by a temperature or carbon 
dimension? At Schroders we have allowed for the impact 
of climate change in our long-term asset class forecasts by 
incorporating the effect of carbon emission mitigation policies. 

It is clear that insurers will not only need to ensure they have the 
necessary information and the modelling capacity to measure 
and scenario test the E, S and G characteristics of their investment 
portfolios. They will also need to know when and how to adjust 
them to align with their corporate values and regulatory ESG 
goals. And this will have to be achieved without disrupting the 
more traditional factors of risk tolerance, return requirements 
and investment constraints. ESG investing is thus an increasingly 
critical aspect of asset managers’ engagement with insurers 
– from product and fund design through to full balance sheet
solution design, management and reporting.

Source: Schroders Institutional Investor Study 2021. Select all that apply. Multiple answers allowed. Option “None of the above” not displayed. 1. Due to a lack of clear, agreed 
definitions of what sustainable investment is. 

Figure 3: Which, if any, of the following specific factors do you consider a challenge of investing in sustainable investments? 
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NA: North America, EUR: Europe including South Africa, LATAM : Latin America, AP: Asia Pacific
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Contact us
If you would like to discuss any of these themes in more detail, please contact your usual Schroders representative

Global Head of Insurance
Gavin Ralston

+44 20 7658 6391

gavin.ralston@schroders.com

United Kingdom
Alex Schoenenberger

+44 20 7658 2527

alex.schoenenberger@schroders.com

Asia Pacific
Chris Howells

+44 20 7658 6706

chris.howells@schroders.com

United States
Andrew Terry

+1 212 488 1515

andrew.terry@schroders.com

United Kingdom
Wojciech Herchel

+44 20 7658 6090

wojciech.herchel@schroders.com
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Important Information

Marketing material for professional clients only 

Investment involves risk.

Any reference to sectors/countries/stocks/securities are for illustrative 
purposes only and not a recommendation to buy or sell any financial 
instrument/securities or adopt any investment strategy.

The material is not intended to provide, and should not be relied on for, 
accounting, legal or tax advice, or investment recommendations.

Reliance should not be placed on any views or information in the 
material when taking individual investment and/or strategic decisions.

Past Performance is not a guide to future performance and may not 
be repeated.

The value of investments and the income from them may go down 
as well as up and investors may not get back the amounts originally 
invested. Exchange rate changes may cause the value of investments 
to fall as well as rise.

Schroders has expressed its own views and opinions in this document 
and these may change.

Information herein is believed to be reliable but Schroders does not 
warrant its completeness or accuracy.

Insofar as liability under relevant laws cannot be excluded, no 
Schroders entity accepts any liability for any error or omission in this 
material or for any resulting loss or damage (whether direct, indirect, 
consequential or otherwise).

This document may contain “forward-looking” information, such as 
forecasts or projections. Please note that any such information is not 
a guarantee of any future performance and there is no assurance that 
any forecast or projection will be realised.

This material has not been reviewed by any regulator.

Not all strategies are available in all jurisdictions.

Schroders may record and monitor telephone calls for security, 
training and compliance purposes.

For readers/viewers in Argentina: Schroder Investment 
Management S.A., Ing. Enrique Butty 220, Piso 12, C1001AFB - Buenos 
Aires, Argentina. Registered/Company Number 15. Registered as 
Distributor of Investment Funds with the CNV (Comisión Nacional de 
Valores). Nota para los lectores en Argentina: Schroder Investment 
Management S.A., Ing. Enrique Butty 220, Piso 12, C1001AFB - Buenos 
Aires, Argentina. Inscripto en el Registro de Agentes de Colocación y 
Distribución de PIC de FCI de la Comisión Nacional de Valores con el 
número 15.

For readers/viewers in Brazil: Schroder Investment Management 
Brasil Ltda., Rua Joaquim Floriano, 100 – cj. 142 Itaim Bibi, São Paulo, 
04534-000 Brasil. Registered/Company Number 92.886.662/0001-
29. Authorised as an asset manager by the Securities and Exchange
Commission of Brazil/Comissão de Valores Mobiliários (“CVM”) 
according to the Declaratory Act number 6816. This document is 
intended for professional investors only as defined by the CVM rules 
which can be accessed from their website www.cvm.gov.br.

For readers/viewers in Canada: Schroder Investment Management 
North America Inc., 7 Bryant Park, New York, NY 10018-3706. NRD 
Number 12130. Registered as a Portfolio Manager with the Ontario 
Securities Commission, Alberta Securities Commission, the British 
Columbia Securities Commission, the Manitoba Securities Commission, 
the Nova Scotia Securities Commission, the Saskatchewan Securities 
Commission and the (Quebec) Autorité des marchés financiers.

For readers/viewers in Switzerland: For professional clients and 
qualified investors only, where appropriate. Issued by Schroder 
Investment Management (Switzerland) AG, Central 2, CH-8001 Zürich, 
Postfach 1820, CH-8021 Zürich, Switzerland. Enterprise identification 
number (UID) CHE-101.447.114. Authorised and regulated by the Swiss 
Financial Market Supervisory Authority (FINMA).

For readers/viewers in the European Union/European Economic 
Area: Schroders will be a data controller in respect of your personal 
data. For information on how Schroders might process your personal 
data, please view our Privacy Policy available at www.schroders.com/
en/privacy-policy or on request should you not have access to this 
webpage. Issued by Schroder Investment Management (Europe) S.A., 
5, rue Höhenhof, L-1736 Senningerberg, Luxembourg. Registered No. 
B 37.799.

For readers/viewers in the United Arab Emirates: Schroder 
Investment Management Limited, located in Office 506, Level 5, 
Precinct Building 5, Dubai International Financial Centre, PO Box 
506612 Dubai, United Arab Emirates. Regulated by the Dubai Financial 
Services Authority. This document is not subject to any form of 
approval by the DFSA. Accordingly, the DFSA has not approved any 
associated documents nor taken any steps to verify the information 
and has no responsibility for it. This document is intended to be for 
information purposes only and it is not intended as promotional 
material in any respect. This document is intended for professional 
investors only as defined by the DFSA rules which can be accessed 
from their website www.dfsa.ae.

For readers/viewers in the United Kingdom: Schroders will be a data 
controller in respect of your personal data. For information on how 
Schroders might process your personal data, please view our Privacy 
Policy available at www.schroders.com/en/privacy-policy or on request 
should you not have access to this webpage. Issued by Schroder 
Investment Management Limited, 1 London Wall Place, London EC2Y 
5AU. Registered Number 1893220 England. Authorised and regulated 
by the Financial Conduct Authority.

For readers/viewers in Israel: Note regarding the Marketing 
material for Qualified Clients or Sophisticated Investors only. This 
communication has been prepared by certain personnel of Schroder 
Investment Management (Europe) S.A (Registered No. B 37.799) 
or its subsidiaries or affiliates (collectively, ‘SIM’). Such personnel 
are not licensed by the Israeli Securities Authority. Such personnel 
may provide investment marketing, to the extent permitted and in 
accordance with the Regulation of Investment Advice, Investment 
Marketing and Investment Portfolio Management Law, 1995 (the 
‘Investment Advice Law’). This communication is directed at persons 
(i) who are Sophisticated Investors (ii) Qualified Clients (‘Lakoach
Kashir’) as such term is defined in the Investment Advice Law; and (iii)
other persons to whom it may otherwise lawfully be communicated.
No other person should act on the contents or access the products
or transactions discussed in this communication. In particular, this 
communication is not intended for retail clients and SIM will not make
such products or transactions available to retail clients
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For readers/viewers in the United States: For financial professionals 
and consultant only. Schroder Investment Management North 
America Inc., 7 Bryant Park, New York NY 10018-3706. CRD Number 
105820. Registered as an investment adviser with the US Securities and 
Exchange Commission.

Note to readers/viewers in Australia: Issued by Schroder Investment 
Management Australia Limited Level 20, Angel Place, 123 Pitt Street, 
Sydney NSW 2000 Australia ABN 22 000 443 274, AFSL 226473. It is 
intended for professional investors and financial advisers only and is 
not suitable for retail clients.

Note to readers/viewers in Indonesia: This document is intended to 
be for information purposes only and it is not intended as promotional 
material in any respect. This document is intended for professional 
investors only as defined by the Indonesian Financial Services 
Authority (“OJK”). Issued by PT Schroder Investment Management 
Indonesia Indonesia Stock Exchange Building Tower 1, 30th Floor, 
Jalan Jend. Sudirman Kav 52-53 Jakarta 12190 Indonesia PT Schroder 
Investment Management Indonesia is licensed as an Investment 
Manager and regulated by the OJK. This material has not been 
reviewed by the OJK.

Note to readers/viewers in Japan: Issued by Schroder Investment 
Management (Japan) Limited 21st Floor, Marunouchi Trust Tower Main, 
1-8-3 Marunouchi, Chiyoda-Ku, Tokyo 100-0005, Japan Registered as 
a Financial Instruments Business Operator regulated by the Financial 
Services Agency of Japan (“FSA”). Kanto Local Finance Bureau (FIBO) No. 
90. Member of Japan Investment Advisers Association, The Investment 
Trusts Association, Japan and Type II Financial Instruments Firms 
Association. This material has not been reviewed by the FSA.

Note to readers/viewers in Malaysia: This document has not been 
approved by the Securities Commission Malaysia which takes no 
responsibility for its contents. No offer to the public to purchase any 
fund will be made in Malaysia and this document is intended to be read 
for information only and must not be passed to, issued to, or shown to 
the public generally. Schroder Investment Management (Singapore) Ltd 
does not have any intention to solicit you for any investment or 
subscription in any fund and any such solicitation or marketing will be 
made by an entity permitted by applicable laws  
and regulations.

Note to readers/viewers in People’s Republic of China with QDII 
quota/MRF client and readers in Hong Kong S.A.R.: Issued by 
Schroder Investment Management (Hong Kong) Limited. Level 33, Two 
Pacific Place, 88 Queensway, Hong Kong. This material has not been 
reviewed by the Securities and Futures Commission of Hong Kong.

Note to readers/viewers in Singapore: This document is intended to 
be for information purposes only and it is not intended as promotional 
material in any respect. This document is intended for professional 
investors only as defined by Securities and Futures Act to mean for 
Accredited and or Institutional Clients only, where appropriate. Issued 
by Schroder Investment Management (Singapore) Ltd (Co. Reg. No. 
199201080H) 138 Market Street #23-01 CapitaGreen, Singapore 
048946. This document has not been reviewed by the Monetary 
Authority of Singapore.

Note to readers/viewers in South Korea: Issued by Schroders Korea 
Limitedn26th Floor, 136, Sejong-daero, (Taepyeongno 1-ga, Seoul 
Finance Center), Jung-gu, Seoul 100-768, South Korea . Registered and 
regulated by Financial Supervisory Service of Korea (“FSS”)This material 
has not been reviewed by the FSS.

Note to readers/viewers in Taiwan: Issued by Schroder Investment 
Management (Taiwan) Limited 9F., No. 108, Sec. 5, Xinyi Road, 
Xinyi District, Taipei 11047, Taiwan. Tel +886 2 2722-1868 Schroder 
Investment Management (Taiwan) Limited is independently operated. 
This material has not been reviewed by the regulators.

Note to readers/viewers in Thailand: This document has not been 
approved by the Securities and Exchange Commission which takes no 
responsibility for its contents. No offer to the public to purchase any 
fund will be made in Thailand and this document is intended to be 
read for information only for professional investors as defined by 
regulations and it is not intended as promotion material in any respect. 
It must not be passed to, issued to, or shown to the public generally. 
Schroder Investment Management (Singapore) Ltd does not have any 
intention to solicit you for any investment or subscription in any fund 
and any such solicitation or marketing will be made by an entity 
permitted by applicable laws and regulations. 602660. UK003448 
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