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Key points:
Risk assets such as equities are expected to provide attractive returns over the long-term
but can show significant volatility at certain times and are subject to large drawdown events

Protection strategies can be used to mitigate some of the downside risk but often cause a
significant performance drag

Presentation:
We take a closer look at diversified growth strategies which aim to actively allocate between

asset classes to provide the benefits of diversification whilst seeking to mitigate against
significant downside events

We discuss the practical problems for insurers seeking to monitor these strategies, including
the complex exposures and the appropriate regulatory treatment
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2. Core portfolio:
Liability
management

3. Growth portfolio:
Volatility
management

* Portiio tailored to client's
liabiliies and objectives

* Low yield environment means
need 1o increase risk profile

* Capital efficient longterm
growth with
* Increased divers
capital  efficiency
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2. Core portfolio:
Liability
management

3. Growth portfolio:
Volatility
management

* Portioio tailored to client's
liabilities andobjectives

* Low yield environment means
need 1o increase risk profile

* Capital efficient longterm

capital eficiency
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Asset class performance 1998-2018, using suitable proxies for:

Cash (USD)

US bonds

US TIPS

US high yield

Emerging markets (USD)
US equities

Developed market equities
Emerging market equities
Commodities
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Soute: Insight, annualised retums. For illustialive puposes only.

Access abroad set
of retur n sour ces

)

= Diversification across asset classes
Ao
fse]

Active management across asset classes over time

Reduced volatility and more stable outcomes for insurers
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Investment _objeciive
g, cash +4% (et of fees) pa

The challenges of equity
investment:
DGS aim 1o prodce a
Dependanton a narrow set more. stable profile
of drivers ofreturn \ \/

Reliance on market
direction to be the primary
driver ofrewrn

Dependanton (limited)

diversification to help
prowetdownside J

Retum oninvestment

Teaitonal  equity
Long-term outcome highly | approach
variable based on timing
Inherentvolatliy built — Equiy sk Diversified Growth Stalegy
into strategy —
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Introduction

Variations of DGS

« Blending traditional risk premia with altemative sources of potential return provides:
— a broader opportunity-setfrom which to generate potential retum
— greater diversification than being relianton either one onits own

&

Return
drivers

(airly static asset
allocation)

Introduction to DGS

Investing across abroad opportunity set

Tradiional  (drectiond) risk premia Allernaive (ess directional) risk premia

\/
o

Opporuities for altemative less

directional_strategies increases when
markels are falling and more volalle

Directional trades are attactive
when markels are trending up
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Example DG strategy

Targ etin g attractive returns A better distribution B' returns

Dnerscason a5 cample 0Gstategy
¢ aon] —oconal e
Not just across vadiional asset classes but dso by blendng £ 5
dreciional and less directionsl  Sources of potental  retum g8 =
Dynaric. asset alocaion ™
Aining 10 benefit from directional trends inassel classes 25 1o
when the investent  environment  is conducive  to good EE on
performance  and avoid assets when the opposite is tue 5™
Downside.isk management R

Aims 10 preseve capital and theeby inprove the T s 222888222222
distribution  of our retums faasaiiiangegi
Outcome §5535°°cz2zazz2

Atractive riskadiusted retums over the medium  tem

Taslve month retums

igorous risk control

Plesse roler lo e risk dscoswee at e bock of Wi donmen,  Asat 7 Febmay o018 No investment
strategy or fisk man lechnigue _can quarniee reurs o eiminate 13K In any ket envionmen
Crarshows msmhwm o goss retums _for on example  Diversfed Growh ' statecy. 31 Decermber

a5 gross.in USD. Global squlies represen's - MSG Wold (1l Retu.loca cuency).
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Investment process
A robust, transparent investment process

Highly cyclical

e, eqities
Minimise trading costs Asset class lwnel« fisk
Anicyclical enageme
Valuations eg. Gov. Bonds
Muliple ~ drivers
of return
Economics Lessdir ectional

Direcio

Total return

Market
positioning
| strategies Focus on capablty nividua posiion s

eg. relaiive value

Expressing equity marketviews
Methods of implementation
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Specifically targeted

equty posiions
Plosse reer o o riok ducosres of e teck o tis dooumen. Mow Exarple PG simeq. Numbes In PR | metee
beckets e used to dendte goss exposue values. Cash Includes cash at bank. X forwas and I | and Facutty.

osket - ingimends. * Posthons. shown at 1he end of Marc

Expressing bond and currency market views

T T T S

I | | | |

Specifically_targeted
fixed income and

e positions curency  positions

* Duration

Plesse relr 1o e risk dscooures at e back of His derumen. _ Now Example DG sty Nuers in instit
brackets_are used o o cxpose vaues. Cosh TS cash a bk X nhars ooy SN
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Please refer 1o the risk disclosures at the back of this document Souce: Insight as at 31 March 2018,
Thiee years of dally data for redised annualised  volatiily of curent  indvidual positions compared (0 the. nd Faculty
sirategy's _expected_annualised _ volaiiy. of Actuaries

Porfolio weight % N
8

8 88 88388

Dec06  DecO7  Dec08  Dec09  Decl0  Decll  Decd?  Decd3  Decdd  Decd5 — Decds  Decd?

= Cast Fixed income =Eaity Real assets # Total etu m stra tecies —
and Faculty

lease refer 10 the risk disclosures at the back of this document Positons are shown on a net basis as a 20d Paculty

I
3L March 2018 * Cash_Includes cash at bank, FX fowards and money markel _instuments

Straiegy performance against target since inception

f

Strategy objective

Retums, rebased 10100
8

cash +49% pa)
110
Dec 2004 Dec 2006 Decows Dec 2010 Dec 2012 Dec 2014 Dec 2016
Example DG strategy ‘Cash+ 4% = Global e auities (MSCI| World h edaed hto USD)
Please refer o the risk disclosures at the back of this document Asat 31 Mach 2018 Guss reums,
rebased 1031 Decerber 2004, when oxample. Stalegy was Inlaied. The longiem rack recod  of the instit
example strategy has abase cumency Cash represents 3 Month USD Libid. Indices shown as Total 2
i

The_global_equities index_is shown 1o illustrate the stralegy’s _volatty against _equities of Actuaries
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Soure: Insight, annualised _riskadjusted _returs.
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Example DG str ategy vs MSCI World in equity m ar ket sell offs

How has the DG strtegy behaved duing large global equity market ot Wt neliady

declines? (defined as falls in excess of 5%)

Thero is 794 b
WS o i (50

Tre dnamic asset dlocalon o DG sintegy seos vestnents
wins. e) andbe statay o

flom poorly performing  assets, helping  reduce

There isa high 70% R2* between MSCI Wofd peak 1o tough declines
of 5% or more for the past 10 years suggesting a high comelation
between large equity market falls and negative retums in the strategy

However, the extent of the DG stiategy declines is much reduced
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Ongoing reporting:

Full look-through at all levels:
factsheets for external exposures

table of market volatility and correlation parameters
stress tesfing

indicative SCR calcuation under Solvercy Il standard formula approach
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Technical - provisions. Intemal contols
Disclosure _requirements

Minimum  Capital Own Risk and_ Solvency ey

Requirements  Solvency Assessment (ORSA) Informetion  flows

Capital Requirements. Supenvisoy  review.

¥ ¥ ¥

o vy e ([ I
reairemen e ot e Lookitvough  on coleive

Data flows

and Faculty
oF Actuarios

Equities have the potential to produce attractive returns, particularly over the long term
However, equity return distributions have long tails:

and annual returns can be volatile from year to year
There is significant drawdown risk in the short term:

..which might be reflected in regulatory / rating agency / risk capital models
Diversified Growth strategies aim to produce similar long-term returns to equities

..but with lower volatility and reduced downside risk

by investing in a much more diversified portfolio

..and actively managing the allocations over time

..and which has the potential to deliver better returns on a risk-adjusted basis

Questions

Expressions of individual views by members of the Institute and Faculty of
Actuaries and its staff are encouraged.

The views expressed in this presentation are those of the presenter.
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r ‘ Simon Richards, FIA -~ Head of Insurance Solutions
-

%Y Simon joined Insights Financial Solutions Group in June 2008.He is now Head of Insurance
Solutions in the ClientSolutions Group and has overall responsbiliy for the design,

and monitoring ategies for insurance clierts.

simon works closelywith the relevantportolio managers to ensure thatthe investment
solutions are tailored to the needs ofeach clientand remain eficientand appropriate given
changing marketconditons and evolvingregulatory requirements He began his careerin 1994
and has held actuarial posiions atNP|, Pear] Group and atJPMorgan, where he was

for structuring UKand European insurance comparies

Simon holds a BSc (Hons) in Mathematcs fromthe University of Exeter and is a Fellow ofthe
Institute of Actuaries in the UK.
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Past performance is not indicative offutureresuls . Investm entinany strategy involves arisk oflosswhich may partly be
due 0 exchange  rate fluctuations.

The perormanc e res s s how n, w heth er netor gros s of inv estment man ag emen fee's,reflec Lt he reinvest me nt of i vide nds andor
income and other eamings. Any gross of fees perormance does not include fees and charges and these can have a material
detimental effect on the perfornance  of an investmen.

Any target perfomanc eaimsare not aguaraniee, may notbeac hieved and acapital | oss may occ ur. Strategies whic hhave ahigher
per ormance aim generally take more fisk to achieve this and's o have a greater potential for therewms 1o be significanty difierent
than expected.

Porfolio. holdings are subject to change, for information only and are not investment  recommendations.

Muliasset
Derivati ves may be us ed 1o ge nerale returns as well as (0 reduce cos ts and/or the ov erall fisk of the portfol o. Usi ng derv alive's can
imvolve a hi gher level of isk. A small movement in the price of an un derying inv estment may result in a di spropotionat ely lage
movement in the prce of the dervative investment.

Investments in bonds are affected by interest rates and inflation trends which may affect the value of the potfolio
The investment manager may invest in instuments which can be diffcult 1o sell when makels are stressed.
Property assets are inherently  less liquid and more difficut 1o sl than other assets.

Institute
The valuation of physical property is a matter of the valuer's judgement rather than fact, ana Facury
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This document is a financial promotion and is not investment
advice.

This document must not be used for the pupose of an offer o
solcitation in any j uis diction or in any circumstances in whic h
such offer or s olicitation is unlaw ful or othewis e not permi tied
“This documents hould notbed upiic ated, amended or forwa de d
to a third pany without consent fom Insight  Investment.

Insight does not provide tax or legal advice o its clients and all
imvestors ae stongly umed Lo seek professiona advice
regarding any potenial  strategy or investment,

For afulllist of applicable fisks, and beforeinvesting,investors
should refer to the Prospectus o other offering documents
Please go to www.nsighinvestment. com.

Urless othemwise stated, the soute of information and any
views and opinions are those of Insight Investment

Telephone  calls may be recorded

For clients and prospects of Insight Imvestment
Managem ent (Global) Limited: Issued by Insight Investment
Management (Global) Limited. Regstered in England and
Wales. Registered offce 160 Queen Victoria Street, London
ECAV 4LA; registered number 00827982

For clients and prospects based in Singapore This
maerid is  for Instiutiona Investors ony. This
documentationhas not been regstered as aprspectus withthe
Monetay Authoity of Singapore. Accord ngy, it and any othe r
document or material in connection with the offer or sale, or
imvitati on for subscription or purchase, of Shares may not be
ciroul ate d or disti buted, nor may Shares be offered or sold, o
made the subject of an invitaion for subscrpion o r
purchase, whether directly ori ndrectly , to personsinSingapore
other than () to aninstiutional i nvestorpursuant to Section 304
of the Secuiilies and Futures Act, Chapter 289 of Singapore
(the'S FA") or (i) othewis e pursuant to, andin accordanc e with
the condtions of, any other applicable provision of the SFA
For clients and prospects based in Australia and New
Zealand: This material is for wholesale investors only @s
defined under the Cor poralions Act in Australia o under

For clients and prospects of Insight Imvestm ent Funds
Managem ent Limited: Issued by Insight Investment Funds
Management Limiled Regstered in England and Wales
Registered office 160 QueenVictoi aStreet, LondonEC 4V 4LA ;
fegistered number 01835691

For clients and prospects of Insight lnvestment
international  Limited: Issued by Insight Investment
inemational Limited. Regstered in England and Wales
Registered office 160 QueenVictoi aStreet, LondonEC 4V 4LA
registered number 03169281

Insight Investment Management (Global) Limited, Insight
Inves tment Funds Management Limited and | nsight Inv estment
inemaional Limied are auhoised and reguated by the
Fnancial Conduct Authoity in the UK. Insight Investment
Management (Global) Limited and Insight Investment
inte mational Li mite dare autoris ed to operate acs's Eurpe in
accordanc ewith theprovisions of the Euro pean pas spot unde
Diective 2004/39 on makels i financial instruments.
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the Fnancial Markets Conduct Act inNew Zealand) andis
notintended for distribution to, nor shoulditberelied upon
by, reail investors. Both Insight Investment Management
(Global )Limited andinsight| nve stmentinte mational Limited are
exempl fom the requiement to hold an Australian financial
sewicees licence under the Comoraions Act 2001 in res pect of
the financi al s enic es; and both areauthoi sed and re gul ated by
the Financial Conduct Auhoity (FCA) under UK laws, which
difler fom Austrliian laws. If ths document is used or
distibuted in Austalia, it is issued by Insight Investment
Australia Ply Lid (ABN 69 076 812 381, AFS license numbe
230541) located at Level 2, 17 Bligh Street, Sydney, NSW
2000,

2018 Insight  Investment. Al rights reserved.
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