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Q1: General comments on the Issues Paper on structural shifts in the life insurance sector 

Organisation Comment received IAIS response 

Financial Services 
Commission, 
Mauritius 

Challenges faced by Insurance Companies: 
Insurance companies face a myriad of challenges, particularly when dealing with alternative assets and asset-
intensive reinsurance (AIR) transactions. These challenges can be broadly categorised into valuation, liquidity, 
complexity, hidden leverage, conflicts of interest, credit risk, regulatory capital, and information gaps. 
 
Valuation Challenges: 
Valuation uncertainty is a significant challenge for insurance companies investing in alternative assets. These 
assets often lack transparent and liquid markets, making it difficult to ascertain their current market price. This 
can lead to discrepancies in reported values, affecting financial statements and investment decisions. 
Additionally, the complexity of valuation methods and the lack of reliable quotes can introduce material errors in 
asset valuations. 
 
Liquidity Risks: 
Liquidity risk has become a more prominent concern for insurers, especially with the growth of alternative asset 
investments. Illiquid assets, such as private equity funds, unlisted property, and infrastructure, bring significant 
liquidity challenges. The lack of well-established secondary markets makes converting these assets into cash 
without a significant loss of value difficult in an orderly timeframe. This poses risks, especially during periods of 
financial stress when liquidity is crucial for meeting obligations or seizing other investment opportunities. 
 
Complexity and Hidden Leverage: 
The intricate structure or nature of alternative assets makes them difficult to understand, evaluate, monitor, and 
manage. Complex assets often require specialised knowledge and expertise. Hidden leverage, which can be 
difficult to identify or measure, can amplify portfolio risks and increase financial instability. This combination of 
leverage and illiquidity could lead to greater financial instability and potential solvency issues for insurers during 
periods of market stress. 
 
Conflicts of Interest: 
Conflicts of interest can arise when private equity firms acquire stakes in life insurers and shift investment 
strategies towards potentially riskier and less liquid assets originated by the PE firm. This can create 
concentration risk and potential correlations between the PE firm and life insurer. Additionally, the differing 

Noted with 
thanks.  



 
 
 
 

 

 

investment horizons and risk appetites between PE firms and insurers can lead to misalignment in investment 
strategies. 
 
Credit Risk and Regulatory Capital: 
 
Credit ratings are crucial for evaluating the quality of alternative assets. However, credit rating shopping, where 
issuers seek the most favorable ratings from various agencies, can lead to inflated ratings that do not accurately 
reflect the true risk of the asset. Regulatory capital frameworks vary globally, and the interplay between assets 
and liabilities for solvency purposes can complicate risk charge aggregation. This requires insurers to hold 
sufficient capital to cover potential losses arising from different types of risks. 
 
Information Gaps: 
 
Alternative assets often provide limited information on underlying assets, valuation methods, and performance 
metrics. This lack of transparency increases the risk of misjudging the true risk profile of alternative assets, 
potentially leading to credit losses. Reliable data on alternative assets can be scarce, hampering insurers' ability 
to conduct thorough due diligence and ongoing monitoring of their investments. 
 
Conclusion: 
 
Insurance companies must navigate these challenges with robust risk management practices and enhanced due 
diligence processes. Supervisors should ensure that insurers invest in assets whose risks they can properly 
assess and manage, and maintain comprehensive investment, asset and liability management, and liquidity risk 
management policies. Addressing these challenges is crucial for maintaining financial stability and protecting 
policyholders. 

Financial Sector 
Conduct Authority, 
South Africa 

The FSCA has considered the document and contends that it is a compelling read, however the matters 
contained in the Issues Paper are more prudential in nature and the Prudential Authority of South Africa would 
be the relevant regulator to provide input. 

 Noted. 

The Life Insurance 
Association of 
Japan, Japan 

The Life Insurance Association of Japan, Japan (the “LIAJ”) appreciates the opportunity to submit public 
comments to the International Association of Insurance Supervisors (the “IAIS”) on the public consultation on 
Draft Issues Paper on structural shifts in the life insurance sector. 
 
In general, the Issues Paper provides a balanced description of the benefits and supervisory concerns of 
alternative investments and asset-intensive reinsurance (AIR). 

Some revisions 
have been made 
to ensure better 
clarification on 
proportionality 



 
 
 
 

 

 

 
Future discussions on supervisory responses, including the review of ICPs and other supervisory materials of the 
IAIS, should take into account actual transaction conditions of each jurisdiction and entity, and consider the 
highly bespoke nature of alternative assets and AIR transactions, which is contingent on local markets and 
regulatory environments as well as business models of each entity. 
 
Even when the IAIS should consider developing globally universal regulatory requirements, including capital and 
reserve requirements, it should be proportionate to the risks based on sufficient communication between 
supervisors and insurers, including options such as utilizing Pillar 2 measures. 
 
In such case, it is necessary to ensure that: (i) the economic and social benefits of alternative investments and AI 
are not undermined by excessive regulations, (ii) while paying regard to proportionality, a certain degree of 
commonness is shared among regulatory practices in each jurisdiction to avoid unnecessary fragmentation, and 
(iii) regulation in the insurance sector is not excessive compared to other financial sectors such as the banking 
and securities sectors. 
 
As to (ii) described above, a significant difference between jurisdictions could not only impair the level playing 
field, but also complicate the risks, triggering activities that leverage regulatory arbitrage. As such, the IAIS 
should ensure that no significant differences in regulatory responses emerge between jurisdictions while 
respecting the principle of proportionality. 
 
With regard to (iii) above, from the viewpoint of mitigating systemic risk to the financial sector as a whole, 
implementing excessive regulations only for the insurance sector on their alternative asset investments and AIR 
activities, could potentially increase systemic risk and have a significant impact on the broader financial sector, 
as similar activities may be performed by other businesses such as banks, securities or funds. The IAIS should 
therefore examine business models and risk management measures in different sectors and ensure that the 
regulations are not excessive compared to the banking, securities and funds sectors, while avoiding to 
implement a one-size-fits-all regulation across different sectors. 

Institute of 
International 
Finance, United 
States 

The Institute of International Finance, United States (IIF) and its insurance members  appreciate the opportunity 
to respond to the IAIS's draft Issues Paper on structural shifts in the life insurance sector (the Paper). We 
welcome the IAIS's ongoing attention to the issues raised in the paper as well as similar developments in the 
insurance sector and its commitment to promoting effective and globally consistent supervision.  
In response to the Draft Issues Paper, we respectfully offer the following comments for consideration: 
Overarching Comments 

Your feedback 
has been 
reviewed and 
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IAIS agrees the 
Issue Paper is a 



 
 
 
 

 

 

The Draft Issues Paper requires a more comprehensive and robust foundation before considering supervisory 
enhancements. The Draft Issues Paper may serve as a useful starting point for the analysis and understanding 
of structural shifts in the life insurance sector, including those aspects most relevant to international supervisors; 
however, from the outset, the industry believes that the IAIS should establish a more comprehensive and robust 
foundation for understanding such shifts before considering supervisory enhancements. We acknowledge that 
the Paper offers valuable information for the supervisory community and, in particular, supervisors who may be 
less familiar with alternative investments and asset-intensive reinsurance. In that sense, the Paper can serve as 
a useful reference point for supervisory perspectives and facilitate productive dialogue between industry and 
supervisors in enhancing a common understanding of these market developments. However, we respectfully 
submit that the Paper, as we will articulate later in this document in more detail, may give rise to expectations for 
substantial new standard setting that is not reflective of and proportionate to the supervisory risk assessments 
and enhancements already implemented in regard to the structural shifts identified.  
The context and motivation for the Paper require further clarification, as the need for a more robust focus on 
alternative investments and asset-intensive, cross-border reinsurance is not evidenced by supervisory 
assessments to date. While jurisdictional supervisors are appropriately monitoring these developments, we note 
that no supervisor has yet determined that alternative investments or asset-intensive reinsurance pose material 
financial stability risks that warrant extensive new standards. The Paper itself acknowledges in Section 5.3 that 
due to the limited size of current exposure to alternative assets and asset-intensive reinsurance in the global 
insurance sector, the risk to global financial stability is limited at present. This affords time to gather 
comprehensive data and conduct thorough analysis before considering new supervisory approaches. 
As the IAIS shifts its strategic focus from standard setting to implementation, we encourage the IAIS to maintain 
this Issues Paper as a living document that evolves alongside industry practices, rather than advancing it to an 
Application Paper at this time, which would direct supervisors to take specific actions. This approach would also 
be consistent with the IAIS's attention to an implementation-focused strategy. 
Further, we believe the IAIS would benefit from establishing a more robust, uniform foundation for understanding 
both alternative assets and asset-intensive reinsurance before proceeding with detailed risk assessments and 
potential supervisory enhancements. Without consistent definitions and classification methodologies across 
jurisdictions, a global assessment of trends, risks, or appropriate supervisory responses will face significant 
interpretive challenges and data inconsistencies. We note that much of the analysis in the Paper is based on 
classifications and assessments that would warrant greater and more detailed empirical substantiation, which 
could lead to inappropriate conclusions regarding relative risks across asset categories. 
We observe that the Paper seems disproportionately weighted toward highlighting potential risks and concerns, 
with insufficient acknowledgment of the extensive risk management practices already employed by insurers or 
the supervisory enhancements already implemented across jurisdictions. This imbalance fails to properly 

valuable starting 
point for 
analysing 
structural shifts in 
the life insurance 
sector. While a 
structured 
definition of 
alternative 
investments is 
noted, 
jurisdictional 
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for now. 
Future steps are 
considered 
premature in this 
paper, but your 
points have been 
noted. Revisions 
have been made 
for clarity. 
Societal 
protection gaps 
are out of scope 
in this paper. 



 
 
 
 

 

 

contextualize these developments within the broader insurance landscape, where such arrangements represent 
a relatively small portion of total industry exposures, even if they may be more significant within certain market 
segments. 
To that end, we believe that jurisdictional supervisors are best positioned to understand and address the specific 
nuances of alternative investments and asset-intensive reinsurance within their markets. These practices vary 
significantly across jurisdictions due to fundamental differences in market structures, legal frameworks, and 
economic conditions that cannot be adequately addressed through one-size-fits-all supervisory guidance. As 
these market trends continue to evolve, effective supervision requires collaboration, particularly with jurisdictions 
that have experience with these market developments. At this stage, we believe a model based on deference to 
jurisdictional supervisors, bolstered by enhanced cross-border cooperation and information sharing, would yield 
better outcomes than attempting to develop a standardized approach. This collaborative framework enables 
supervisors to leverage their specialized market knowledge while benefiting from collective insights across the 
global insurance landscape. 
The existing supervisory framework is fit-for-purpose when it comes to addressing the risks identified in the 
Paper. Many of the supervisory tools already in place across various jurisdictions, including those developed 
through the activities-based approach (ABA), already address the concerns raised in the Paper. Many of the 
potential areas for enhancement set forth in Section 6.3 are already reflected in the Insurance Core Principles 
(ICPs) and related guidance and do not need further elaboration. For example, ICP 3 regarding the inclusion of 
non-insurance supervisors is sufficiently broad to cover arrangements with other sectoral supervisors, while ICP 
7 regarding conflicts of interest is well within existing supervisory mandates and part of regular reviews. 
We are concerned that the Paper indicates potential changes to at least ten different ICPs, which appears 
inconsistent with the IAIS's strategic shift away from standard-setting toward implementation. Such a broad-
based revision of supervisory standards seems particularly disproportionate given the Paper's own 
acknowledgment that the identified trends do not present immediate macroprudential risks and involve a 
relatively limited portion of the global insurance market. Much of the strength and credibility of the ICPs is derived 
from their consistency and stability over time, as well as their intended role as globally applicable standards that 
provide a consistent framework across all jurisdictions. A stable regulatory environment is essential for enabling 
insurers to make confident long-term strategic decisions and capital commitments. Before considering potential 
enhancements, there should be compelling evidence demonstrating the need for ICP enhancements.  
We believe the focus should be on applying established tools—such as liquidity stress testing and other risk 
assessment methodologies—rather than creating new requirements. We encourage the IAIS to thoroughly 
consider how existing ICPs may address the supervisory concerns raised in the Paper in order to avoid 
potentially duplicative measures. This approach respects the principles of proportional, risk-based regulation that 
leverages existing regulatory tools before developing new ones.  



 
 
 
 

 

 

We note that Section 6.3 identifies ICP 25 on Supervisory Cooperation and Coordination as an area for potential 
enhancement. Given the cross-border nature of reinsurance, effective supervisory coordination is essential, and 
we support strengthening existing mechanisms rather than creating new standards. Specifically, we recommend 
enhancing ICP 25 to improve information sharing and communication of best practices while encouraging 
supervisors to utilize data already available through established channels such as trade repositories and 
thematic discussion forums, while reducing barriers to information sharing through frameworks such as 
Memoranda of Understanding (MoUs). Such collaborative approaches could help address data gap concerns 
without imposing additional reporting requirements on insurers, while ensuring supervisors across jurisdictions 
are better equipped to respond as these market trends continue to evolve.  
Regarding public disclosure, potential enhancements under ICP 20 should acknowledge that relevant disclosure 
frameworks are often a shared responsibility of insurance supervisors and other markets regulators, and that the 
assessment of disclosure adequacy should not be limited exclusively to the insurance framework. Before 
recommending additional requirements, the IAIS should thoroughly assess existing practices across regulatory 
frameworks to avoid creating duplicative or conflicting standards, particularly given that many jurisdictions have 
already implemented effective disclosure frameworks for reinsurance transactions. 
Complex reinsurance arrangements, by their nature, can be difficult to interpret even for sophisticated market 
participants, potentially leading to misunderstandings that undermine rather than enhance market confidence. 
We recommend prioritizing effective supervision over expanded public disclosure requirements. A regulatory 
framework that combines robust supervisory oversight with meaningful supervisor-industry interaction can inspire 
sufficient confidence that policyholders and market participants need not conduct their own technical 
assessments of complex arrangements. 
Rather than creating additional layers of disclosure that may create unwarranted confusion, we believe an 
integrated and proportionate approach that emphasizes information sharing, utilizing existing information 
channels, and removing barriers to supervisory collaboration will address supervisory concerns while supporting 
continued market evolution. To this end, the IAIS could consider developing a "toolbox" approach that provides 
supervisors with resources to understand and address risks, rather than prescriptive standards that may not be 
appropriate for all markets or business models. This would enable supervisors to apply proportionate reviews, 
ensuring that any supervisory response is targeted to those material risks identified in specific transactions or 
markets rather than imposing broad requirements that may not be relevant in all contexts. 
Any framework must carefully balance the public interest in transparency with the legitimate need to protect 
confidential business information. The most effective disclosure system provides appropriate context that 
enables stakeholders to understand relevant risks without requiring specialized expertise to interpret highly 
technical details. 
Insurers engage in robust asset-liability management practices that mitigate the risks from alternative 



 
 
 
 

 

 

investments. Insurers implement sophisticated risk management strategies designed to align their investment 
portfolios with the duration and characteristics of their policy obligations. This sophisticated approach to balance 
sheet management enables prudent investment in alternative assets while maintaining appropriate risk controls. 
The distinctive nature of insurance risk management warrants a supervisory approach that recognizes the 
efficacy of these practices in addressing potential concerns related to insurers' investment strategies.  
Alternative investments serve different strategic functions across the insurance sector. In the life sector, less 
liquid alternative assets often back longer-duration liabilities with cash flows in the tail of the liability structure, 
enabling higher yielding portfolios and better asset-liability management (ALM) that can support innovative 
retirement and pension products needed by aging populations. In the P&C sector, these investments primarily 
enhance portfolio diversification, optimize surplus management, and potentially improve returns in a risk-
controlled manner. The differentiated approaches across insurance business lines, as well as across 
jurisdictions, highlight why a one-size-fits-all regulatory treatment is inappropriate. 
This sophisticated approach to balance sheet management enables prudent investment while maintaining 
appropriate risk controls across the insurance sector. Moreover, life insurers, with their inherent need to align 
their long-term liabilities with investments in long-term assets, can provide countercyclical credit extension in 
many markets when appropriately incentivized, helping to moderate economic, business, and credit cycles that 
cannot otherwise be avoided. 
While concerns about illiquid assets may be warranted when viewed in isolation, these are substantially 
mitigated when such assets are appropriately paired with longer-term illiquid liabilities through effective ALM. 
Alternative assets may be less liquid, but they are typically used to back longer-duration liabilities with cash flows 
in the tail of the liability structure.  
The significant variation in business models, both across insurance sectors and jurisdictions, demonstrates why 
standardized regulatory treatment is inappropriate and potentially counterproductive. This reality points to the 
need for holistic supervision that takes a "whole balance sheet" approach, an essential component for 
appropriate risk assessment, particularly for life insurers with long-dated policies. Supervisory frameworks that 
fail to consider this integrated perspective risk imposing unnecessary constraints that could limit insurers' ability 
to provide affordable, long-duration products. 
We believe that before a final Issues Paper is published, the insurance supervisory community would greatly 
benefit from greater industry engagement and dialogue, including with risk management and actuarial experts, to 
ensure it reflects the sophisticated range of asset strategies, liability management techniques, reserving 
practices, and capital frameworks that characterize the global insurance sector. We believe the IAIS can serve 
as a valuable resource for jurisdictions with limited regulatory infrastructure or technical capacity. 
The IAIS should consider the true nature of asset-intensive reinsurance and address specific concerns through 
existing frameworks. It is important to first acknowledge the critical role that reinsurance plays in risk 



 
 
 
 

 

 

management for insurance companies globally. Reinsurance is a fundamental tool that enables insurers to 
manage their exposures, improve capital efficiency, and expand market capacity. Asset-intensive reinsurance is 
one component within the broader reinsurance framework that serves specific strategic purposes as part of 
insurers' comprehensive risk management strategies. We note that the term "asset-intensive reinsurance" itself 
is potentially misleading, as the reinsurance process itself does not alter the degree to which a business is asset-
intensive. 
Asset-intensive reinsurance is fundamentally a matter of counterparty exposure management and collectability, 
not an issue of reserve adequacy for insurance risks. Approaches that comprehensively assess a reinsurer's 
financial soundness would more effectively address fundamental concerns than focusing on reserve attribution. 
The specific concerns regarding life insurance and asset-intensive reinsurance in the private equity-owned 
context relate to potential risks to policyholders in the ceding jurisdiction rather than to global financial stability. 
This issue should be addressed through bilateral engagement between relevant jurisdictions, with ICPs providing 
a robust baseline. Rather than modifying reinsurance frameworks, the focus should be on more consistent 
implementation of appropriate investment management requirements across jurisdictions. We note that several 
jurisdictions have already taken steps to address some of these considerations through enhanced regulatory 
frameworks and supervisory approaches. 
The IAIS should better recognize how alternative investments and asset-intensive reinsurance help contribute to 
insurance affordability and availability. Asset-intensive reinsurance and alternative investments, when properly 
managed, can expand capacity and promote innovation in ways that serve the broader societal role of insurance. 
While we are encouraged by Section 3.4's recognition of the benefits of alternative assets, this section could be 
expanded to more fully acknowledge their positive contributions to ALM, economic growth, and policyholder 
value through improved product offerings and pricing. 
As the IAIS notes in Section 5.1, “alternative assets can be funding vehicles for real economy borrowers such as 
infrastructure projects, real estate, corporates and consumers.” In this regard, it should be underscored the fact 
that the insurance sector provides much-needed funding that governments and businesses across jurisdictions 
are seeking, and that care should be taken not to inadvertently undermine that role. We believe the “structural 
shifts” discussion should be evaluated, not only in terms of potential risks, but also for their capacity to enhance 
market provision and address protection gaps—a key strategic priority of the IAIS. 
Significant demographic shifts, particularly aging populations across developed markets, are driving increased 
demand for retirement and pension solutions with long-term guarantees. AIR and alternative investments can 
help meet this societal need by enhancing insurers' capacity to offer innovative products that address retirement 
security concerns. For life insurers in particular, the ability to deploy capital efficiently through these mechanisms 
directly supports their ability to develop affordable products with meaningful long-term benefits for consumers. 
Importantly, any new regulatory measures considered must be balanced against the risk of disincentivizing 



 
 
 
 

 

 

market innovation. Regulatory actions that have the potential to decrease the availability of insurance or 
reinsurance products conflict with the IAIS's and industry's shared commitment to closing protection gaps. It is 
worth noting that many governmental and regulatory bodies are actively encouraging insurers to invest in 
alternative assets to support economic growth, infrastructure development, and other social goals. These 
seemingly contradictory policy objectives should be acknowledged in the Paper, particularly in light of the IAIS's 
strategic focus on the societal role of insurance. 
Financial stability considerations should be addressed primarily at the jurisdictional level. We note that Section 
5.3 of the Paper explicitly acknowledges that the current exposure to alternative assets and asset-intensive 
reinsurance in the global insurance sector is limited in size, resulting in minimal risk to global financial stability at 
this time. While the Paper identifies potential transmission channels for systemic risk, these remain theoretical 
without empirical evidence of actual systemic impacts. 
The attention given to these issues should be proportionate to their materiality. The significant focus on 
alternative assets and asset-intensive reinsurance in the Paper may not reflect the reality across many 
jurisdictions, where alternative asset allocation remains limited to a small number of insurers. Supervisory 
resources, which are already constrained, should be directed toward material risks within their jurisdictions. 
The appropriate tools already exist at the jurisdictional level, including the Global Monitoring Exercise (GME) as 
part of the Holistic Framework. While we appreciate the IAIS seeking to understand the different transmission 
channels and dynamics, there is not a demonstrated need for additional global supervisory action in this space at 
this time. 
Specific Comments 
While the Paper provides a useful overview of alternative assets and asset-intensive reinsurance practices, we 
offer the following observations to enhance their understanding and treatment among supervisors. 
Section 3: Alternative Assets  
Classification and Definition Issues 
The principles-based definition of alternative assets, characterized as those "which display a high degree of 
either valuation uncertainty, illiquidity or complexity or a combination of these," is overly broad, potentially 
capturing many conventional publicly traded investments, while also being inconsistently applied throughout the 
Paper's own analysis. 
We have several concerns with the current classification approach: 
First, there is profound jurisdictional variation in what constitutes an "alternative" asset. What is considered 
alternative in one market may be considered traditional in another. For example, there are jurisdictions that 
classify assets such as corporate bonds as "alternative"— categorizations that would be considered 
inappropriate in many other markets. This jurisdictional diversity is further complicated by the fact that the term 
"alternative" suffers from historical bias, having traditionally referred to higher risk investments such as hedge 



 
 
 
 

 

 

funds or distressed debt. In stark contrast, the modern market for non-public fixed income (often labelled 
"alternative") now exceeds $40 trillion, with a large share of these instruments rated investment grade and 
aligning well with long-dated insurance liabilities. This disconnect between historical perceptions and current 
market realities demonstrates why attempts at global standardization of asset categories are inherently 
problematic, as the "alternative" labelling may bring undue scrutiny to high quality, well-supervised, traditional 
investments. 
Second, the Paper's approach creates an internal contradiction. While claiming to adopt a principles-based 
definition, it simultaneously provides an indicative list of asset classes in Table 1, undermining its own principles-
based approach. This inconsistency highlights the fundamental difficulty in attempting to create rigid 
categorizations for assets that exist across a spectrum of characteristics. 
Third, the risk characteristics cited (valuation uncertainty, illiquidity, complexity) are not binary properties but exist 
on a spectrum with significant variety even within asset classes. Two investments within the same category, such 
as private equity or private credit, may have dramatically different risk profiles. Moreover, these characteristics 
are often already incorporated into existing valuation and risk management methodologies, making separate 
classification systems redundant and potentially confusing. 
Lastly, the analysis in the Paper lacks a coherent methodology. Figure 2 presents a subjective classification of 
asset classes according to perceived characteristics without empirical substantiation or appropriate market size 
weighting, potentially leading to inappropriate conclusions about relative risks. Similarly, Figure 3 lacks empirical 
foundation regarding the criteria used by different supervisors, rendering its conclusions primarily anecdotal. 
In light of these concerns regarding overly broad classification, we recommend the IAIS acknowledge the 
inherent limitations of attempting to create a universal taxonomy of alternative assets. A more effective approach 
would focus on the underlying risk characteristics—valuation uncertainty, complexity, and liquidity challenges—
rather than rigid asset categorizations. This would allow for more targeted risk assessment while recognizing that 
jurisdictional supervisors possess the specialized knowledge necessary to evaluate these characteristics within 
the context of their specific markets, regulatory frameworks, and economic conditions. 
The inclusion of Section 3.2.1 on shifts in financial intermediation does not follow logically the discussion on 
asset allocation in the insurance industry and it is not apparently clear the purpose of the discussion on the 
potential transfer of assets between sectors. Such sections should be more clearly linked to the overall narrative 
of the Paper and possibly placed in a different section. 
While a cross-sectoral approach to classifying alternative assets may be helpful, the risk management and 
supervisory treatment of such assets should reflect the specific business models of different financial sectors, 
particularly the distinct liability profile and time horizon of insurers compared to banks. Box 1 on banking 
regulatory requirements should more properly recognize the fundamental differences in business models and 
liability structures between banks and insurers. 



 
 
 
 

 

 

Overall, the characterization of alternative assets throughout the Paper does not reflect the growing investment 
grade component of this market, and can appear at odds with public sector initiatives encouraging insurers to 
increase investments in private markets to support economic growth, infrastructure development, and capital 
markets, including securitization. This creates regulatory inconsistency that complicates insurer investment 
strategies. 
Given the significant variation in alternative investment strategies across insurance markets, we caution against 
developing one-size-fits-all supervisory guidance, which would not appropriately reflect jurisdictional differences 
in market structure and regulatory approaches.  
Proportionality and Whole-Balance Sheet Approach 
The assertion that investments in alternative assets constitute a ‘structural shift’ in the life insurance sector 
requires further substantiation. These assets have long formed part of insurers' investment and diversification 
strategies and are already recognized in numerous jurisdictional investment guidelines. Regulatory frameworks 
such as Solvency II and other solvency regimes already incorporate specific treatments for alternative assets 
through tailored capital charges that reflect their risk characteristics. This existing regulatory recognition 
contradicts the notion that there has been a fundamental shift requiring new supervisory approaches. 
The supervisory assessment of alternative assets in the Paper requires reconsideration based on observed 
market conditions and ensure proportionate regulatory oversight. The Paper acknowledges in Section 3.2 that 
jurisdictional data does not indicate significant allocations to alternative assets, and that observed trends could 
be driven by a small number of insurers. IAIS data indicate that current median allocations are just 2% for 
securitizations and 7% for loans and mortgages, with the trend largely driven by a limited number of groups. 
Supervisory resources would be better directed toward those specific insurers where the use of alternative 
assets may raise legitimate supervisory issues. 
The Paper should take a “whole balance sheet” approach that considers insurers' investments in alternative 
assets in relation to the liabilities those assets support. Assessing assets in isolation without considering the 
corresponding liabilities is methodologically unsound in an industry where managing assets and liabilities 
together is a fundamental principle of risk management. 
The Paper should better recognize the extent to which insurers actively manage risks associated with alternative 
assets in accordance with the prudent person principle. Many of the concerns raised in the Paper are already 
addressed through established risk management frameworks implemented by insurers. We would ask that the 
comments regarding 'herd behavior' in Sections 3.1 and 5.3 be substantiated with empirical support. 
Several other risks cited in the Paper contain limitations that would benefit from further discussion and analysis: 
• Section 3.5.1 on valuation concerns potentially overstates challenges without recognizing sophisticated 
methodologies that insurers have developed, and does not adequately distinguish between valuation challenges 
that create genuine prudential concerns versus those that are merely operational. 



 
 
 
 

 

 

• Section 3.5.2 on hidden leverage provides an overly broad description that could capture legitimate investment 
strategies, with little empirical evidence presented to support concerns about hidden leverage in insurers' 
portfolios. 
• Section 3.5.3 incorrectly assumes that alternative assets carry materially higher liquidity risk. Regulators should 
evaluate liquidity risk from a whole balance sheet perspective, rather than focusing exclusively on asset 
characteristics, and should consider insurers' sophisticated liquidity management techniques. "Illiquidity" should 
be analyzed holistically, incorporating both liabilities and assets into a comprehensive stress testing framework. 
When a (re)insurer's regulator has implemented robust liquidity stress testing methodologies, declining asset 
liquidity may not necessarily indicate elevated risk. This integrated approach recognizes that long-term liabilities 
can appropriately match less liquid investments, creating a balanced liquidity profile even when the asset 
portfolio includes alternative investments. 
• Section 3.5.4 on links to PE firms assumes conflicts cannot be effectively managed through existing 
governance frameworks and overlooks potential benefits of PE expertise in managing certain alternative assets. 
As previously noted, supervisors already have sufficient tools to address investments in alternative assets within 
existing frameworks; extensive new supervisory approaches are not supported by the evidence presented and 
would not be proportionate to the risks identified. 
Section 4: Asset-Intensive Reinsurance  
Characteristics and Market Evolution 
Asset-intensive reinsurance (AIR) is a risk management technique that benefits the insurance market and 
ultimately policyholders. The Paper, while recognizing many of the benefits of AIR strategies, focuses mainly on 
potential supervisory concerns without properly recognizing the benefits of AIR as an appropriate risk-transfer 
mechanism. We believe additional discussion of AIR in the context of the risk management benefits these 
arrangements provide—including enhanced capital efficiency, improved portfolio diversification, and specialized 
risk management expertise—would allow supervisors to take a more balanced perspective.  
While the Paper identifies several concerns around AIR (including questions about motivation, increasing 
complexity, market concentration, and recapture risk), it presents a somewhat narrow perspective that 
emphasizes regulatory concerns over its broader economic and strategic functions. As noted, the term "asset-
intensive reinsurance" itself is potentially misleading, as the reinsurance process itself does not alter the degree 
to which a business is asset-intensive. AIR is fundamentally a matter of counterparty exposure management and 
collectability, not an issue of reserve adequacy for insurance risks. While the level of reserves determined under 
cashflow testing or reserve attribution approaches can provide insight into a cedant's exposure to collectability 
risk, such efforts do not accurately assess reinsurers’ capacity because they fail to evaluate their overall financial 
strength or solvency. Approaches that comprehensively assess a reinsurer's financial soundness would be more 
effective at addressing the fundamental concerns outlined in the Paper. 



 
 
 
 

 

 

It is important to address directly the specific concerns regarding life insurance and asset-intensive reinsurance 
in the private equity-owned context. Following cession of assets and liabilities, investments may be directed 
toward instruments such as private credit that could be characterized as risky assets, potentially due to different 
investment requirements in the assuming entity or jurisdiction. This specific concern relates to potential risks to 
policyholders in the ceding jurisdiction rather than to global financial stability. We believe this issue should be 
addressed through bilateral engagement between relevant jurisdictions, with ICPs providing a sufficiently robust 
baseline. Rather than modifying reinsurance frameworks, the focus should be on more consistent 
implementation of appropriate investment management requirements across jurisdictions. We note that several 
jurisdictions have already taken steps to address some of these considerations through enhanced regulatory 
frameworks and supervisory approaches.  
The growth of AIR has been influenced by multiple factors, including the low-for-long interest rate environment 
following the global financial crisis, demographic shifts affecting liability structures, and evolving business 
strategies focused on capital efficiency. 

The Geneva 
Association, 
International 

The Geneva Association, International appreciates the opportunity to provide feedback on the Issues Paper 
concerning structural shifts in the life insurance sector.  
 
Life and reinsurance companies offer solutions to meet client needs. With aging populations, a primary challenge 
for our sector is the continued ability to provide attractive long-term living benefits. The trends the International 
Association of Insurance Supervisors (IAIS) is examining, such as the broadening of the investment spectrum 
and capital support from reinsurers, should be viewed from this perspective. 
 
We contend that the structural shifts in the life insurance sector identified by the IAIS are primarily driven by the 
long-term demographic shift characterized by longer lifespans and declining birth rates. This phenomenon has 
already strained public finances, and the life insurance sector plays a vital role in addressing the protection gap 
created by these demographic changes. However, the availability and value of long-term life policies for 
consumers depend partly on life insurers' ability to capture the illiquidity premium associated with illiquid liabilities 
and to deploy capital efficiently. Progress in refining the liquidity mix and attracting capital and necessary 
expertise supports the availability and value of long-term life policies for consumers. 
 
In this context, we believe the draft paper understates the macroprudential and societal value of insurers' 
increasing allocations to private credit. Various estimates place the global retirement savings gap between $70 
trillion and $100 trillion, with a significant portion of pre-retirees in the U.S. alone concerned about outliving their 
savings. By matching their long-dated liabilities with an asset mix that includes similarly long-dated, non-public 
assets, life and reinsurance companies can prudently support needed products while channelling stable capital 
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into infrastructure, healthcare, and regional development. Asset-intensive reinsurance structures further amplify 
this benefit by bringing in third-party capital without compromising policyholder protection. Recognizing that 
"private" does not automatically equate to "high risk," and that robust supervisory safeguards already govern 
such exposures, would offer a more balanced view of this structural shift and its contribution to closing the 
retirement gap. It is also important to note that insurers have enhanced their investment capabilities and 
competencies, which can help increase diversification and reduce risk while maintaining or increasing investment 
returns for policyholders by investing in a wider range of assets. 
 
We believe the IAIS should assess the costs and benefits for consumers of any initiatives that increase the 
prudential cost of providing long-term life policies, as well as their impact on the protection gap. Regarding the 
Insurance Core Principles (ICPs), we consider them fit for purpose as they already address the perceived risks 
the IAIS associates with alternative investments and asset-intensive reinsurance. On the other hand, we agree 
with the IAIS on the need to strengthen supervisory authorities' resources and capabilities to keep pace with 
market developments without stifling innovation in investment and reinsurance. Another important consideration 
raised by the IAIS is supervisory cooperation. We urge the removal of any barriers to supervisory cooperation 
rather than the erection of barriers, such as mandatory collateral, localization of assets, or pre-approvals for 
third-country reinsurance, which lead to market fragmentation and inefficiencies. 
 
We believe it would be beneficial for the paper to more explicitly consider how existing capital, valuation, and 
liquidity regulations influence insurer behaviour. Differences in regulatory treatment can inadvertently guide 
portfolios toward or away from certain asset classes and reinsurance structures. Understanding these incentives, 
rather than simply listing risks in isolation, would offer supervisors a clearer view of market dynamics. 
 
At the same time, we believe that investments in longer dated and less liquid assets warrant a careful review of 
whether rules designed for highly liquid public markets still accurately reflect the substance of risk and the 
evolution of strategies to meet societal needs. A regular "regulatory reality check" that adjusts charges when they 
overstate or understate true exposure, without imposing broad limits, would better support both policyholder 
protection and productive investment. 

American Council 
of Life Insurers, 
United States 

[Note: ACLI will use the term “alternative” throughout the paper for convenience and clarity –as a general term to 
refer to the assets in focus, although we have some concerns with the connotation “alternative” can transmit.]   
 
ACLI appreciates the opportunity to comment on the IAIS issues paper discussing structural shifts in the life 
insurance sector.  
The main themes to our response are: 
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1. Jurisdictional deference is appropriate when an issue is largely concentrated in a few, highly regulated 
jurisdictions that have demonstrated a willingness to address “structural shifts.” 
2. Assets should be assessed according to their risk characteristics and by the nature of the liabilities they are 
supporting, recognizing that the risk characteristics will vary by jurisdiction. 
3. AIR and “alternative” assets do not create a global systemic risk to the broader financial system. 
4. No immediate changes are needed to the Insurance Core Principles (ICPs) because the ICPs already broadly 
address the identified supervisory concerns. 
5. Supervisors must strike the right balance to protect consumers while also supporting access to innovative 
products. 
 
Additional details on each theme are provided below. 
 
(1) Jurisdictional deference is appropriate when an issue is largely concentrated in a few, highly regulated 
jurisdictions that have demonstrated a willingness to address “structural shifts.” 
 
As noted in the Paper, the current global exposure to these risks remains relatively limited and concentrated 
within a few highly regulated jurisdictions. While the depth and breadth of the capital framework and supervisory 
tools under each jurisdiction may vary, we encourage the IAIS to recognize that some jurisdictions with 
significant “alternative” asset or asset-intensive reinsurance (AIR) activity have already implemented a robust 
regulatory framework with a comprehensive set of supervisory tools to oversee “alternative” assets and AIR.  
Key jurisdictions, including the U.S. and Bermuda, have also been actively reviewing their supervisory 
frameworks and introducing enhancements in response to the structural shifts.  These enhancements have 
generally been targeted, risk-aligned and intended to enhance supervision while preserving the ability of insurers 
to support long-term economic needs. 
Supervisors from the jurisdictions most affected by AIR and those with significant regulatory expertise in AIR 
and/or specific asset classes, such as mortgages, corporate bonds, and structured securities, are uniquely 
positioned to share insights on responses to these structural shifts. Their knowledge and established frameworks 
underscore the importance of deferring to jurisdictional supervisors in addressing these complex issues 
effectively.  
Given the diversity of insurance and capital markets, we believe jurisdictional supervisors are best positioned to 
lead on assessing and responding to the structural shifts, and the IAIS should be deferential to their work. 
 
(2) Assets should be assessed according to their risk characteristics and by the nature of the liabilities they are 
supporting, recognizing that the risk characteristics will vary by jurisdiction. 
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The Paper’s application of the “alternative” definition is not principles-based, fails to acknowledge differences in 
jurisdictional markets, historical investment practices and regulatory expertise. The proposed definition is applied 
prescriptively by the Paper, which identifies "alternative” assets based on global regulators’ perceptions of 
illiquidity, complexity, or valuation uncertainty. The proposed approach also fails to consider the nature of the 
liabilities the assets are supporting. 
Rather than defaulting to a single bucket of assets deemed “alternative”, a principles-based approach could 
differentiate asset classes by actual risk characteristics (e.g., credit rating, liquidity profile, or structure), 
recognizing that risk characteristics will vary by jurisdiction. An evaluation of an asset should also be relative to 
the nature of the liabilities the asset is supporting, including the duration, liquidity, and other characteristics of the 
associated liability. 
The differences in jurisdictional classification and regulation of “alternative” assets tends to reflect jurisdictional 
market conditions, historical investment practices, and regulatory frameworks. The existence of these differences 
does not create a need for the IAIS to attempt to superimpose a one-size-fits-all list of alternative assets on 
jurisdictions with vastly different markets and capabilities. ACLI recommends that the Paper better acknowledge 
what is underpinning different countries’ approaches to “alternative” assets. 
 
(3) AIR and “alternative” assets do not create a global systemic risk to the broader financial system. 
 
ACLI emphasizes the Paper’s acknowledgement that neither “alternative” assets nor AIR pose any systemic risk 
to global financial stability. In the absence of systemic threat, these should be considered localized, containable 
issues that jurisdictions can address according to their specific context and proportional to the risks posed.  
The Paper notes that much of this activity is concentrated in a small number of large insurers in a few 
jurisdictions, which supports ACLI’s recommendation that the IAIS should focus on cataloguing and 
understanding the effectiveness of these jurisdictions’ responses to AIR and “alternative” assets, prior to 
proposing formal policy changes. 
While the Paper highlights several benefits of AIR and “alternative” assets, there is an opportunity to better 
emphasize the lack of systemic risk due to the robust regulations and specific product features where these 
issues are concentrated. 
 
(4) There is no need for immediate changes to the existing Insurance Core Principles (ICPs) because the ICPs 
already broadly address the identified supervisory concerns. 
 
ACLI agrees with the following statement in Section 6.2:  "The overall assessment of the review is that the ICPs 



 
 
 
 

 

 

are designed to broadly encompass the various risks that could potentially arise from alternative assets and 
AIR."   Therefore, instead of creating additional prescriptive guidance or universal rules that could conflict with 
local approaches, the IAIS should continue evaluating how jurisdictions with significant AIR and alternative asset 
activity are managing risks. Additionally, ongoing dialogue with industry, stakeholders, and jurisdictions should 
be maintained to potentially identify best practices.  
 
(5) Supervisors must strike the right balance to protect consumers while also supporting access to innovative 
products. 
 
Demographic trends and economic conditions are driving increased demand for asset-intensive products, which 
has coincided with a rise in the use of “alternative” assets. Asset-intensive reinsurance has become an 
increasingly important source of capital to support the growth of capital-intensive lines of business, like annuities, 
that tend to be capital-intensive at inception. (4.1.8.1).  Furthermore, Section 4 acknowledges that “demographic 
trends in developed markets have driven increasing demand for insurance products that are designed for 
retirement saving” and that AIR is an additional source of capital necessary to support the growth of these asset-
intensive lines of business. 
There is a global pension and retirement savings gap, and this gap is particularly stark in the United States, 
where 11,000 Americans turn 65 every day and a 40% expected increase in Americans over 65 over the next 25 
years. The U.S. faces a growing retirement savings gap with declining access to defined benefit plans and over 
one-third of pre-retirees concerned about running out of money in retirement.  
As discussions on these topics unfold, supervisors should remain focused on protecting consumers with rigorous 
supervision at the jurisdictional level, group-level, and legal-entity level, while also supporting access to 
innovative products that address a growing consumer need. We also recommend supervisors continue to further 
their understanding of jurisdictional enhancements and how individual companies have tailored their risk 
management processes to accommodate “alternative” assets and AIR. 
ACLI recommends the IAIS consider reframing the Issues Paper in the context of the societal need for long-term 
products in an aging society, which is consistent with the IAIS strategic goal of supporting insurance’s societal 
role of building resilience by helping supervisors’ address protection gaps. A wider viewpoint that considers the 
societal role of insurance is helpful when examining issues, like AIR and “alternative” assets, that are so closely 
tied with the provision of capital necessary to meet the growing demographic demand for long-term financial 
security products, like annuities. 

Alternative 
Investment 
Management 

AIMA supports the intent of the IAIS consultation and supervisors' desire to understand important insurance 
market trends and assess whether supervisory regimes adequately capture all risks. The IAIS's in-depth 
research comparing approaches to accounting, valuation, reserves, and capital requirements across major 
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Association, 
Global 

geographic regions provides valuable insights into insurance investments globally. While we understand the 
need to understand insurer investment trends, we believe that the paper lacks sufficient focus on asset-liability 
matching, particularly in the sections regarding supervisory concerns and the reality that insurers engage in 
liability-driven investing to support their obligations to policyholders. Insurer access to high-quality, long-duration 
assets is fundamental to the health of the industry and world economies.  
Second, the term "alternative assets" is overly broad and inappropriate from a regulatory perspective; its usage 
in future iterations of this paper should be reconsidered or refined. Without a clear definition or understanding of 
the precise types of assets this term is intended to capture, meaningful discussions about the benefits and risks 
of certain investments can be sidetracked by a lack of consensus on taxonomy. Specifically, combining fourteen 
very different types of assets , including assets such as hedge funds, unlisted real estate, emerging market debt, 
private credit, and asset-backed finance (ABF) with such different characteristics and risks, inevitably will lead to 
analytical confusion, impeding the development of appropriate regulatory responses.  
Third, the paper appears to suggest that the category "alternative assets" encompasses a broad and diverse 
group of inherently risky investments, despite many of which have long been part of insurance company balance 
sheets with admirable historical performance. We do agree, however, that as capital markets and insurance 
company liabilities have evolved over time, insurer investments have naturally and appropriately evolved. The 
paper does not reflect this positive evolution over a significant period of time. For instance, on page 7, the IAIS 
Consultation asserts that "Historically, life insurers have relied on more traditional investment strategies, such as 
investment in high-quality bonds, equities, etc., to meet long-term liabilities." It then implies that the low-interest 
rate environment in the post-crisis 2000s as what "led many insurers to turn to or increase "nontraditional" or 
"alternative" investments such as PE funds, real estate, infrastructure, hedge funds private debt, and 
securitizations, amongst others, as a means to enhance returns and diversify risk." This statement belies the 
historical reality that insurers have invested in a variety of private credit or other alternative assets for many 
decades. As just one example, the construction of the Empire State Building in the 1930s, as well as many other 
office buildings during that period, were financed in great part by insurance companies via private direct loans. In 
various regions, there are many other examples, such as insurance lending to infrastructure projects and to a 
variety of farms and agricultural products for many decades. 
Similarly, on page 14, the IAIS Consultation excludes agency mortgage-backed securities in the US from being 
considered alternative "due to their well-established and liquid market and capital requirements for insurers." The 
implication is that "alternative" assets, by definition, lack well-established markets and capital requirements, 
making them riskier. In reality, there are well-established markets in many jurisdictions for the fourteen 
alternative assets listed, along with appropriate capital requirements. Under the implied definition of "alternative," 
very few, if any, of the fourteen types of assets would qualify as alternatives. However, more importantly, the 
existence or lack thereof of established markets and capital requirements should not be a part of the definition of 
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an alternative asset. The final draft should recognize that many of the fourteen listed alternative assets have 
extensive historical data and well-established regulatory frameworks in multiple jurisdictions worldwide. 
Finally, we believe that before recommending changes in supervisory approaches, the IAIS should undertake a 
more detailed data-gathering and analysis process, including an examination of the key characteristics and 
market dynamics of asset type considered to be "alternative." Such an approach would separately analyze the 
unique key drivers of risk for each of the listed fourteen assets, based on their distinct asset design, funding 
mechanisms, specific market functions, and the extent and nature of the pre-existing regulatory environment. It is 
critical that this step occurs before recommending or implementing changes to the insurance core principles 
(ICPs), as changes to global regulatory principles should always be jurisdiction-agnostic and data-driven. With 
respect to the current draft, despite listing fourteen alternative assets, the IAIS Consultation devotes the majority 
of its discussion to private credit. However, it does so without a deep, data-driven analysis, given the mixed 
discussion of other assets with very different risk characteristics. 

Everlake Life, US 

1) Labels:  While labels can important for identification and classification, they can be viewed as pejorative.  For 
example, "alternative" suggests new, unknown or risky.  The asset classes discussed in the Consultation are 
generally not that.  We would note that construction of the Empire State Building in New York City ion 1930 was 
funded by a private loan to a private company by a life insurance company.  Private credit funding real estate.  
Not alternative.  As another example, "asset intensive reinsurance" suggests a specific type of reinsurance.  It is 
simply a standard, well known and understood reinsurance transaction of a long-dated liabilities.  Application of 
the transaction may vary, and , thus, the risks may vary, but the label should not matter.2) Risk-Focused:  Assets 
should be assessed according to their risk characteristics and by the nature of the liabilities they are supporting - 
and not by a label.3) AIR and “alternative” assets do not create a global systemic risk to the broader financial 
system.4) No changes are needed to the Insurance Core Principles (ICPs) because the ICPs already address 
the identified supervisory concerns.5) Supervisors must strike the right balance to protect consumers while also 
supporting safe access to capital that allows access to products and services. 
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Athene, USA 

The International Association of Insurance Supervisors (IAIS) has undertaken a thorough and objective 
examination of the structural shifts reshaping life insurance markets, representing multiple viewpoints on a wide 
range of matters. At the heart of this market evolution lies an urgent societal mandate: closing the retirement-
income gap. In the United States alone, trillions of dollars in lifetime income security remain unfunded. 
Approximately 11,000 Americans are turning 65 every day, and the U.S. retirement population (people age 65+) 
is expected to increase by approximately 40% in the next 25 years. (See U.S. SEC Archives, Nov. 2024, Athene, 
USA Fixed Income Investor Presentation, p. 13; Caplan, U.S. Census Bureau, May 25, 2023, U.S. Older 
Population Grew From 2010 to 2020 at Fastest Rate Since 1880 to 1890; U.S. Census Bureau, THE NEXT 
FOUR DECADES The Older Population in the United States:  2010 to 2050, vol. P25-1138, p. 1).  
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With the decline of defined-benefit pensions, 75% of workers report that stable income now matters more than 
simply preserving wealth, and more than one-third of pre-retirees fear outliving their savings. Insurers – uniquely 
funded by long-dated liabilities – are stepping forward to meet this need. (U.S. Federal Reserve, 2022 Survey of 
Consumer Finances (2023); BlackRock Read on Retirement, 2024, Retirement. It’s Personal, p. 16; Employee 
Benefit Research Institute, 2020 Retirement Confidence Survey Summary Report, p. 9). 
 
Post-Global Financial Crisis business models, including private-credit investment and asset-intensive 
reinsurance (AIR), have attracted the fresh capital required to underwrite that promise. Since 2010, U.S. insurers 
have raised record levels of capital and materially expanded their financing of the real economy – typically in 
partnership with other parts of the financial sector, including banks. The result is more retirement security for 
policyholders and more long-term funding for infrastructure, small and medium enterprises and innovation – 
precisely the capital formation imperative underscored by the European Union’s Draghi Report for Europe and 
other advanced economies. (See Mario Draghi, Sept. 2024, The Future of European Competitiveness, Part B, p. 
280-296). 
 
Importantly, neither private credit nor AIR has manifested systemic risk. Private credit investment and asset-
intensive reinsurance are common in only a few jurisdictions, chiefly the U.S. and Bermuda. U.S. and Bermuda 
regimes already impose important safeguards, including risk-based capital, collateralization, and liquidity stress 
testing, and we support the IAIS’s acknowledgement that these are, today, micro-prudential matters best handled 
through local supervisory refinements, communication and the sharing of best practices. A data-driven, 
principles-based approach – one that classifies assets by their true economic risk rather than legacy labels such 
as “alternative” or “PE-backed” – will yield better insights than a rules-based taxonomy that conflates complexity 
or differences with danger.   
   
Private capital also diversifies the sources of credit, offers counter-cyclicality and spurs innovation. Athene, 
USA’s own portfolio demonstrates this: the majority of our portfolio finances long-duration, investment grade 
projects, such as the 30-year renewable energy investment we recently structured for a U.S. utility and the $11 
billion, 30-year facility for Intel’s advanced-manufacturing plans. 
 
We therefore encourage the IAIS to use its vantage to support three complementary goals: 
    1. Mobilize long-term private capital to narrow the retirement-income gap worldwide, while serving the global 
and symbiotic need for long-term financing capability; 
    2. Preserve prudential integrity through proportionate and jurisdictionally tailored policy recommendations; and 
    3. Facilitate cross-border cooperation. 



 
 
 
 

 

 

 
Our full submission provides recommendations that we hope will help to refine the Issues Paper. 
 
Please see APPENDIX to Athene, USA/Apollo Response to IAIS draft Issues Paper on structural shifts in the life 
insurance sector, submitted separately to IAIS Secretariat Staff Videshree Rooplall  on June 2, 2025 (Appendix, 
slides 1-2). 

Insurance Europe, 
Europe 

Insurance Europe, Europe welcomes the opportunity to provide comments to the IAIS draft Issues Paper on 
structural shifts in the life insurance sector. 
 
Life insurers play a pivotal role in the provision of long-term savings and retirement products. In Europe, their 
ability to provide these much needed and valued products at a reasonable cost has been challenged by the 
introduction of Solvency II in 2016 and the period of ultra-low interest rates between 2012 and 2021. The shifts 
discussed in this paper are reflective of these challenges, although it is noted that asset-intensive reinsurance 
(AIR) transactions in continental Europe have been limited. 
 
As noted in the paper, life insurers typically have long-term illiquid liabilities, allowing them to have long-term 
investment time horizons and act as long-term providers of capital. Making allocations to alternative assets 
enables insurers to diversify their portfolios and generate investment returns for their policyholders. Similarly, 
progress in refining the liquidity mix and attracting third-party capital and asset management expertise through 
AIR supports the availability and value of long-term life policies for consumers.   
 
In addition, it should be recognised that an insurance company’s purpose is to identify, price, assess and 
manage risks. Many of the concerns identified and discussed in the paper, such as valuation uncertainty, lack of 
data, and market dislocations, are issues that are dealt with by insurance companies on a daily basis, applicable 
to the liability side of the balance sheet as well as the investment side. And while understandable, it could also 
be reflected that there is significantly more data availability and understanding of investment risks than of some 
liability risks. In that regard, AIR transactions are B2B (business-to-business) arrangements between highly 
skilled risk professionals, structured to respond to the needs of the cedents. Cedents and brokers have the 
expertise and processes in place to make the necessary due diligence when selecting the pool of reinsurers with 
the financial strength to safely support their reinsurance programmes.  
 
While the paper offers a good overview of the pros and cons of investing in alternative assets and outlines a 
reasonable classification framework, Insurance Europe, Europe considers the existing supervisory material 
sufficient. The analysis presented in the report does not justify further changes to the Insurance Core Principles 
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(ICPs). 
 
Similarly, Insurance Europe, Europe considers that current ICPs are adequate to address any supervisory 
concerns arising from AIR.  
 
Insurance Europe, Europe acknowledges that targeted clarifications could still add value without reopening core 
principles., For example, Insurance Europe, Europe considers that the IAIS should tighten its definition of AIR to 
be more targeted, and proportionate, in its analysis while recognising that it does not pose a global financial 
stability risk at present.  
 
In general, an element of the strength and credibility of the ICPs should be that they are stable over time. The 
IAIS should assess the costs and benefits for consumers of any initiatives increasing the prudential cost of 
providing long-term life policies and its impact on the protection gap. 
 
As an over-arching comment, Insurance Europe, Europe encourages early-stage engagement with trade 
associations ahead of IAIS initiatives, incorporating expert roundtables or technical workshops to facilitate 
meaningful dialogue. This is an area where trade associations are well-placed to ensure that consultations are fit 
for purpose and reflect market realities. 

Global Federation 
of Insurance 
Associations 
(GFIA), Global 

GFIA welcomes the opportunity to provide feedback on the IAIS draft Issues Paper on structural shifts in the life 
insurance sector. GFIA appreciates the IAIS’ continued engagement with stakeholders on evolving trends in 
investment and reinsurance within the life insurance industry. 
 
GFIA recognises the increasing use of alternative assets and asset-intensive reinsurance (AIR) among life 
insurers in response to long-term macroeconomic, demographic, and capital market trends. These developments 
have contributed to enhanced risk management and greater capacity to meet societal protection needs, 
particularly in the area of retirement and long-term savings. However, GFIA believes that supervisory response 
should remain proportionate, risk-based and take into account jurisdictional differences. 
 
In the case of alternative assets (AA), GFIA is not convinced of the need to develop classification. Aggregate 
exposures remain limited and concentrated in a few jurisdictions. A one-size-fits-all supervisory approach does 
not reflect market realities or established risk-management practices, and GFIA cautions against overly broad 
definitions that may capture well-understood and prudently managed assets. 
 
Regarding AIR, GFIA notes that its growing use reflects insurers’ need to access capital and manage long-
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duration liabilities effectively, particularly in the context of ageing populations and capital markets’ structural 
changes. While supervisory attention is warranted, existing frameworks in key jurisdictions already provide 
robust oversight. GFIA recommends that the IAIS acknowledge these practices and avoid prescriptive guidance 
that could inadvertently hinder innovation or global risk-sharing. 
 
Overall, GFIA supports the IAIS’ view that current trends do not present material financial stability risks and 
encourages the IAIS to continue its engagement with industry while ensuring that any future supervisory 
developments are informed by evidence, impact assessments, and recognition of jurisdictional diversity. 

scope in this 
paper. 

International 
Actuarial 
Association (IAA), 
International 

The only general comment the IAA has on the paper is that is could be edited in places to make it more concise. Noted. 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

Kroll Bond Rating Agency (“KBRA, UNITED STATES”) appreciates the opportunity to provide feedback on the 
International Association of Insurance Supervisors (“IAIS”) Public Consultation on the Draft Issues Paper on 
Structural Shifts in the Life Insurance Sector (the “Draft Issues Paper”).  
 
As a credit rating agency (“CRA”), KBRA, UNITED STATES’s core mission is to provide independent, 
transparent, and thorough credit analysis and research. KBRA, UNITED STATES is a market leader in private 
credit offering a distinct perspective on the evolving private credit and alternative assets landscape, delivering 
insights through in-depth research and comprehensive rating analysis. KBRA, UNITED STATES has well in 
excess of a thousand ratings of transactions and issuers within the private capital universe and has worked with 
over 100 sponsors. We bring rigorous and transparent analysis to credit assessments of: 
 
-  Fifty-four private asset managers relating to privately placed debt totaling nearly $25 billion; 
-  330+ fund finance net asset value (“NAV”)/subline loans; 
-  300+ investment grade private corporate and infrastructure funds;  
-  275+ transactions with asset-backed securities (“ABS”)/asset-based funds (“ABF”) collateral; 
-  200+ feeder notes/general partner (“GP”) and limited partner (“LP”)-led collateralized fund obligations 
(“CFOs”); 
-  Thirty-four business development companies (“BDCs”); and 
-  100+ private credit collateralized loan obligations (“CLOs”) and other middle market loan financing facilities.  
 
In total, KBRA, UNITED STATES performed more than 3,500 underlying credit assessments on private middle 
market sponsor-backed companies in 2024.   KBRA, UNITED STATES also maintains insurance financial 
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strength ratings (“IFSR”) on approximately fifty life/annuity insurers and reinsurers and over 100 internal credit 
assessments of life/annuity insurers and reinsurers domiciled in the United States and Bermuda. Additional 
information on KBRA, UNITED STATES coverage of the private credit landscape is available on our website at 
https://www.KBRA, United States.com/private-credit.  Additional information on KBRA, UNITED STATES 
coverage of the insurance credit landscape is also available on our website at https://www.insurance.KBRA, 
United States.com/.  
 
KBRA, UNITED STATES commends the IAIS for proactively considering the increasing role of alternative assets 
in the life insurance sector and for seeking market input on its observations and future initiatives in this area. 
Below we seek to provide the IAIS with constructive feedback on the Draft Issues Paper noting in particular the 
importance of: (1) presenting a balanced view of alternative assets; (2) aligning a principles-based definition of 
alternative assets with industry practice; and (3) recognizing the role of credit ratings in providing independent 
credit perspectives on alternative assets. 
 
Thank you for your consideration of our feedback on the Draft Issues Paper. KBRA, UNITED STATES looks 
forward to continued engagement with the IAIS and the opportunity to provide additional constructive feedback 
on these important initiatives. 

Bermuda 
International Long 
Term Insurers and 
Reinsurers 
(BILTIR), Bermuda 

The Bermuda International Long Term Insurers and Reinsurers (“BILTIR”) welcomes the opportunity to comment 
on the draft Issues Paper on structural shifts in the life insurance sector (“the Issues Paper”). We appreciate the 
supervisory community’s interest in recent evolutions involving increased allocation to alternative assets and the 
rising use of asset-intensive reinsurance (AIR) in the life insurance sector and ensuring issues and risks of 
potential concern are identified, understood, mitigated and well managed. These trends raise legitimate 
supervisory and macroprudential questions regarding liquidity, transparency, interconnectedness, and financial 
stability. The Issues Paper appropriately frames these developments within a broader context of evolving market 
dynamics and regulatory frameworks. 
 
To enhance both our understanding and that of stakeholders concerning these matters, including potential 
implications to financial stability (if any), BILTIR recently commissioned Oliver Wyman to conduct a data-driven 
analysis on systemic risk in the Bermuda long-term sector (the “OW Analysis”). We hope the feedback of our 
members, supplemented with the OW Analysis, provides additional evidence and scenario-based modeling that 
may help contextualize the Issues Paper’s findings and inform a more calibrated regulatory response. 
 
The OW Analysis evaluates three scenarios aligned with the IAIS’ concerns: 1) a credit crisis leading to mass 
recapture of AIR; 2) a confidence shock resulting in heightened lapses and asset sales; and 3) a sudden insurer 
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withdrawal from private credit markets. In all three cases, the OW Analysis finds that while there are prudential 
considerations, the risk of systemic contagion remains limited, particularly in the context of Bermuda-based 
reinsurers. AIR structures are shown to include multiple layers of protection – such as collateralization, recapture 
rights, and investment guidelines – and Bermuda’s regulatory regime requires robust capital and liquidity buffers. 
Importantly, most Bermuda reinsurers maintain capital well in excess of minimum regulatory requirements, 
further reducing the likelihood of stress propagation. 
 
The OW Analysis also emphasizes that AIR is primarily a risk transfer mechanism, not a systemic risk amplifier. 
It enables insurers to manage capital more efficiently while maintaining risk exposure within a framework that 
shifts the focus from traditional underwriting risk to counterparty and collateral risk, areas that are already subject 
to supervisory oversight. The report also underscores the structural differences between insurance and banking, 
noting that insurers’ liabilities are long-dated and predictable, making them less susceptible to liquidity runs or 
fire-sale dynamics. 
 
While both the Issues Paper and OW Analysis agree on the importance of addressing data gaps around 
alternative asset exposures and AIR activity, the OW Analysis cautions against regulatory responses that rely on 
broad, static definitions. Instead, it advocates for a risk-based, proportionate supervisory approach that 
recognizes variations in asset characteristics, liability structures, and jurisdictional frameworks. Enhanced 
transparency and firm-level planning should be prioritized over prescriptive constraints that could unintentionally 
inhibit market functioning or reduce access to long-term risk-transfer solutions. 
 
In addition to highlighting the above findings of the OW Analysis (described in more detail in subsequent 
sections), we offer three general comments for consideration, which are also expanded upon in more detail 
throughout our response.  
 
1. We believe the Issues Paper presents an incomplete view of these evolutions by understating the potential 
benefits associated with alternative assets and asset-intensive reinsurance and mischaracterizing the 
motivations of insurers.  
 
For instance, where appropriate for the liquidity profile of the liabilities, alternative assets allow the insurer to 
capture and share an illiquidity premium, which we define as the additional return investors demand for holding a 
less liquid investment.  In Bermuda, asset-intensive reinsurance allows carriers to access capital to meet the 
protection needs of society and to access a regulatory framework that can enhance their ability to hedge and 
manage risks. The result is that consumers have access to better financial protections at a more efficient cost, 



 
 
 
 

 

 

helping to close protection gaps. These dynamics are important elements of the backdrop that warrants further 
discussion in the Issues Paper, particularly considering the IAIS’ strategic theme of supporting insurance to serve 
its societal purpose in building resilience.  
 
2. We generally believe the Issues Paper in certain significant extents lacks substantive market-based support to 
substantiate assertions, indeed; the data of which we are aware (and share below) is contrary to, or at a 
minimum call into question, many of the assertions made in the paper.  
 
We have observed that the concerns identified and discussed throughout the paper are inadequately 
substantiated, lacking empirical data. We have pointed to specific instances in subsequent sections of our 
comments indicating where this would be beneficial in the Issues Paper, such as in Section 3.1 where the paper 
suggests the trend toward alternative assets is influenced by herd behavior, and in Section 5.3 where the paper 
states rapid growth in exposure to AIR and alternative assets would increase financial stability risk. 
 
To this end, we highlight several observations in the OW Analysis, which finds that: 
- The allocation to alternative assets, as defined by the IAIS, is lower for Bermuda than other relevant 
jurisdictions. 
- The allocation of credit quality between insurers domiciled in Bermuda and the U.S. are very similar, with both 
jurisdictions holding primarily investment grade bonds (U.S. insurers have a significantly higher allocation to 
private corporates, while Bermuda reinsurer bond portfolios mainly consist of public corporates and sovereigns). 
- Based on an in-depth analysis of a hypothetical scenario where all business reinsured from U.S. and UK 
cedants to third party reinsurers domiciled in Bermuda is simultaneously recaptured (see section 5.1.1 of the OW 
Analysis for further details), Oliver Wyman concluded that while such an extreme event would have a notable 
impact on the industry capitalization, it is not expected to be sufficient to threaten the solvency of a material 
share of the industry. Similarly, it does not believe the current magnitude of asset-intensive business ceded from 
the UK to Bermuda contributes to systemic risk, and with the PRA’s expectations for AIR counterparty risk 
management as currently written, the UK life and annuity industry is well-placed to absorb a mass recapture 
event.   
- Further, based on its in-depth analysis of a hypothetical mass lapse scenario, Oliver Wyman concluded that the 
significant allocation of liquid assets held by Bermuda long-term insurers would be sufficient in the event that 
material asset sales were required to address liquidity needs, and that any sales that did occur would be of these 
assets rather than less liquid asset holdings. 
 
3. We believe existing IAIS standards and measures adequately address potential risks the structural shifts may 



 
 
 
 

 

 

present. Further, the Issues Paper undervalues the comprehensive supervisory practices currently employed in 
jurisdictions like Bermuda, which is increasingly setting the standard for effective supervision of the structural 
shifts.  
 
We believe that there are existing regulatory frameworks that appropriately identify, address, manage and 
mitigate the concerns identified within the Issues Paper. More specifically, Bermuda’s regulatory regime contains 
the following relevant components: 
 
Principles-Based Economic Framework: 
- Incentivises strong asset-liability matching informed by stress testing and does not incentivise pro-cyclical 
behaviour; 
- Prudent investment requirements via the Prudent Person Principle (PPP); 
- Robust guidance on reinvestment and disinvestment modelling within the Scenario-Based Approach (SBA); 
and 
- Strong provisions for lapse risk and expense risk in regulatory capital requirements. 
 
Strong Governance Requirements: 
- Board approval and accountability, as well as executive attestations, for SBA usage;  
- Holistic liquidity risk management framework requirements for SBA eligibility related to governance, risk 
appetite, metrics and thresholds, stress tests, and contingency plans; 
- Enhanced investment disclosures (effective year-end 2025) and reporting for lapse, liquidity, and assets, 
requiring asset reporting at the CUSIP/position level to provide visibility and exposure to illiquid and other non-
traditional assets; and 
- Recovery Planning regime. 
 
BMA Approval Requirements: 
- BMA approvals required to adopt SBA, use SBA for additional blocks, and to change assets used within the 
SBA; 
- BMA-prescribed default and downgrade charges in the SBA reserve; and 
- Increased scrutiny of related-party relationships (including fee arrangements) and affiliated investments.  
- The BMA framework incorporates conservatism through its Scenario Based Approach methodology by placing 
a cap on credit spread benefit, restricting types of assets that may be used to back liabilities, and not allowing for 
diversification benefits across reinsurance contracts, and including additional charges for lapse, and defaults and 
downgrades. 



 
 
 
 

 

 

 
Regulatory Coordination: 
- BMA approval of new transactions contingent on ceding company regulator approval;  
- Routine cooperation with other supervisory authorities (in 2023, the Bermuda Monetary Authority (BMA) hosted 
or participated in 46 supervisory colleges); and 
- Cross-border oversight aligned with National Association of Insurance Commissioners (NAIC), USA and 
Solvency II standards. 
 
More broadly, Bermuda is recognized by the NAIC as a Qualified and Reciprocal Jurisdiction (reviewed annually 
and re-approved at year-end 2024) and is one of only two non-EU jurisdictions to receive full Solvency II 
equivalence from the EU. In addition, Bermuda is compliant with the Insurance Core Principles of the IAIS 
(including, in particular, ICP 13). The Bermuda long-term sector maintains a median solvency ratio of 259% 
which far exceeds the minimum. Further, 77% of liabilities are collateralized using funds withheld (i.e., where 
assets remain with the ceding company) or regulated third-party trust-based structures, with reinsurers required 
to top-up under mark-to-market shortfalls. 
 
Bermuda employs an Economic Balance Sheet (EBS) principles-based valuation that is broadly consistent with 
the ICS and Solvency II. Some insurers use the SBA, which incentivises alignment of assets and liabilities and 
requires strong liquidity risk management practices. Recent enhancements to the SBA provide clarity on 
acceptable use of the SBA and introduce additional rigor to ensure the processes are robust. The BMA rewards 
well-matched portfolios through the SBA process.   
 
Life insurers sit at the center of closing the global retirement-income gap:  many regions, including the U.S. and 
parts of Europe, face a sizeable pension or retirement savings shortfall.  The estimated global retirement gap 
exceeds $50 trillion. In the U.S., for example, roughly 11,000 people turn 65 each day and the 65+ cohort is 
projected to grow by about 40 % by 2050. Alternative-asset and AIR strategies mobilize the long-term private 
capital required to fund those guarantees while channeling investment into infrastructure, small- and medium-
sized enterprises, and the energy transition. 

Athora, Bermuda 

We welcome the opportunity presented by this Issue Paper to inform consideration of the structural shifts in the 
life insurance sector and commend the IAIS for the undertaking.  
We recommend that the development of this Issues Paper considers the following points: 
1. Wider macro trends beyond low-interest rates 
• This Issues Paper adopts a narrow framing for the structural shifts in the life insurance sector.  The focus does 
not take account of any wider macro trends facing the life insurance sector and its role in the economy and 
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society, including ageing populations, retirement funding gaps, peer-to-peer lending, and the state of public 
finances following the Global Financial Crisis (GFC) and COVID-19.   
• These changes are key in understanding the shifts in the life insurance sector fulfilling its role in supporting its 
customers and society beyond the low-interest rate environment post Global Financial Crisis (GFC) that the 
Issues Paper states is leading insurers to turn to or increase “nontraditional” or “alternative” investments.   
• Additionally, the Issues Paper should be placed in context of the new strategic objective of the IAIS to look at 
the societal role of (life) insurance, particularly the IAIS Strategic Plan 2025-2029 (pp 19-20).  These trends 
should then be considered in the context of whether they are allowing life insurers to address the retirement 
income protection gap and help build resilience, not just to climate protection, given wider issues facing society. 
2. Clarity on the purpose of the Issues Paper 
• The purpose of the Issues Paper is unclear in whether it aims to inform macro prudential aspects (“The primary 
aim of macroprudential policy for the insurance sector is to ensure that the financial system and insurers can 
absorb, rather than amplify, adverse shocks”), supervisory aspects (risks to each individual insurance 
undertaking), or both.  
3. Consider risks and benefits in a wider context 
• The materiality of the topics being discussed is unclear and results in an unbalanced focus on risks without 
considering wider context around the balance sheets of life insurers, their liabilities and the needs of 
policyholders particularly those looking for confidence in retirement.   
• The risks, as well as benefits, need to be considered in the context of wider needs (policyholder, society and 
the economy (given challenges faced in supporting sustainable retirement and growth)). 
•   The Issues Paper would benefit from more trend data analysis across multiple jurisdictions and a longer time 
series to provide a wider context beyond the GIMAR and recognizing the different market compositions. 
4. Place the analysis in the context of a wider consideration/perspective on asset portfolios and their evolution 
• The topic of alternative assets is introduced on a ‘standalone’ basis with no acknowledgement that increased 
investments in alternative assets are funded by lower allocation to other assets. Any supervisory and macro 
prudential considerations need to be viewed in the full context of an insurer’s asset strategy with: 
• The risks and features of alternative assets put in the context of the risks and features of traditional assets 
(‘benchmarking’ alternative assets to be clear on why certain specific risk factors identified in the Issues Papers 
are attributed to such assets as distinct from other assets). 
• The impact of the rotation into alternative assets measured on a net basis (risk increase from the alternative 
assets minus the risk decrease from the lower allocation to other assets). 
• Consideration of the pros and cons in conjunction with a life insurers entire portfolio of assets to avoid a 
distorted focus on a ‘relatively small area’. 
• Consideration in the context of diversification across life insurers portfolio of assets in terms of the different 
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asset classes and markets (including different currencies) relative to the liabilities and needs of policyholders and 
meeting policyholder needs.  
5. Consider implications of generic definitions 
• The term ‘alternative assets’ does not provide a sound basis for definition.  The use of ‘a principles based 
definition’ to focus on particular ‘characteristics’ perceived as particularly relevant to this broad range of assets 
needs further consideration.  The characteristics (valuation uncertainty, illiquidity and complexity) are not unique 
to so-called ‘alternative assets’. These are common considerations for any asset that an insurer may acquire as 
we will explore later in our comments.  
• It is important to note that in several places, the IAIS Consultation equates “alternative” with “riskier” or 
“nontraditional”. This is not substantiated against the historical reality of life insurers asset portfolios and the role 
they play in the economy through their ability to invest long term given their long term liabilities. 
• The activity of investing in the assets being highlighted in the Issues Paper needs to be placed in the context of 
the portfolios of life insurers as this will show that such a broad definition has the risk of undermining focus on 
diversification important in portfolio management and asset liability matching. 
6.   Factors driving complexity in Asset Intensive Reinsurance 
• This theme of riskier and more complex continues in respect of the discussion on asset intensive reinsurance. 
The developments discussed – funded reinsurance, alternative investment strategies, cross-jurisdictional risk 
sharing – are part of the insurance industry’s natural evolution in response to the desire to transfer risks, share 
the capital burden and take advantage of expertise for the benefit of policyholders.  
• Elsewhere in the paper, complexity is framed as a negative aspect of reinsurance, and more specifically 
retrocession, arrangements. Complexity in retrocessions should not be viewed as inherently problematic or self-
serving. The complexity often arises as a necessary response to the underlying complexity of the risks being 
transferred and the structure of the insurance and reinsurance markets themselves. 
• Reinsurers would generally prefer simple solutions where possible but, in many cases, effective risk transfer 
requires sophisticated, bespoke arrangements. The challenge for regulators is not to avoid complexity but to 
engage with it, ensuring it is undertaken and managed in a well-controlled manner. The alternative – i.e. to steer 
the market away from complexity – risks stifling innovation and constraining capacity in the market, to the 
ultimate detriment of the end policyholders. 

American 
Investment 
Council, United 
States 

Dear Secretary General Dixon and Members of the IAIS: The American Investment Council, United States 
(“AIC”) appreciates the opportunity to comment on the International Association of Insurance Supervisors (“IAIS”) 
draft Issues Paper on structural shifts in the life insurance sector (“Issues Paper”) that was exposed for public 
consultation in March 2025. As the advocacy, communications, and research organization for the world’s leading 
private equity and private credit firms, the AIC and its members have substantial experience in understanding 
and guiding insurers on their investment needs. To that end, AIC and its members would be pleased to serve as 
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a resource to the IAIS as it seeks to strengthen the Issues Paper and considers potential next steps. As 
explained in more detail below, AIC supports many of the Issues Paper’s stated objectives, including: • 
Establishing a clear definition of alternative assets using principles and criteria to classify these investments; • 
Obtaining a better understanding of current trends in alternative assets and the drivers behind this trend; • 
Evaluating regulatory capital-related issues associated with alternative assets; and • Gaining a better 
understanding of what the Issues Paper refers to as “asset-intensive reinsurance” (“AIR”).Despite some 
commendable intentions, however, the current draft misses the mark on each of these objectives and is 
inappropriately framed to suggest that certain asset classes and investment-related practices are inherently risky 
when historical data, market trends, and objective studies indicate the opposite.  Accordingly, our comments 
focus on general revisions to address the Issues Paper’s overarching misconceptions and other structural 
matters that would help to achieve the above-captioned objectives.   As the Issues Paper notes, developed 
economies are experiencing a significant shift with respect to how businesses, governments and infrastructure 
projects access capital, such that participants are increasingly looking to private credit and private equity to 
assist with their capital and investment needs. Although the shift is not limited to one particular industry or 
economy – for example, some estimates indicate that private credit has evolved into a $40 trillion-plus 
ecosystem that now funds a vast range of real-economy needs in a diligent and responsible manner – private 
equity and private credit have a longstanding and successful history of providing capital to, and managing the 
assets of, the insurance industry, and have played a critical role in supporting the industry for an extended period 
of time. As one data point, according to AM Best, “private equity firms have infused considerable amounts of 
capital to spur growth, a strategy that insurers do not typically execute well. In the first year of private equity 
ownership, 38% of insurers reported increases of over 20% in capital and surplus, rising to 43% in year No. 2 
and 50% in year No. 3.” See AM Best, Best’s Special Report: Insurance Companies Remain Prime Targets for 
Private Equity, July 2021. In addition, private credit securities, most of which are investment grade, enable 
insurers to achieve attractive risk adjusted yields versus public investments, while remaining a small portion of 
insurer balance sheets. Indeed, as Section 3.3.2 of the Issues Paper indicates, there is a natural alignment 
between the long-dated insurance liabilities and the long-term investment approach taken by alternative asset 
managers. Importantly, as the Issues Paper points out, each of these benefits – customizable investment 
options, additional capital sources, a natural alignment between insurer liabilities and investments, diversification, 
a demonstrated track record of outperforming other investments, and many others – inure to the benefit of the 
industry while presenting no material risk to global financial stability. Rather than analyze objective data and 
historical trends, however, the Issues Paper appears to commingle its discussion of entirely distinct alternative 
asset classes, leverage anecdotal evidence and unsupported conditional statements, and employ an overall 
negative tone to support a conclusion that supervisory practices and IAIS supervisory materials need to be 
enhanced.The Issues Paper also makes inferences and draws conclusions that are wholly unsupported by 
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quantitative or historical data. A particularly concerning example pertains to the “indicative” alternative asset 
classes set forth on Table 1 that appear to be intended to serve as the de facto alternative asset classes under 
the IAIS principles-based definition of the same. Section 3.3.1 proposes an open-ended definition of “alternative 
assets” such that alternative assets are assets “which display a high degree of either valuation uncertainty, 
illiquidity or complexity, or a combination of these” (“Principles”). An “indicative” alternative asset class as set 
forth on Table 1 is an asset that meets “two or three” of the Principles. Although Table 1 classifies a total of 12 
alternative asset classes as “indicative” alternative asset classes, the Issues Paper fails to provide a basis for 
how any one or more of the indicative alternative assets were determined to display a high degree of the 
valuation uncertainty, illiquidity or complexity, and no quantitative data was provided to support such a 
conclusion. Although a qualitative survey of insurance supervisors was discussed in the same section, the data – 
a 2024 survey of supervisors reflecting their views with respect to (a) valuation uncertainty, (b) illiquidity, and (c) 
complexity of alternative assets (see Figure 2) – actually supports a conclusion that no alternative asset class 
exhibits a high degree of valuation uncertainty, illiquidity, or complexity. For example, with respect to 
collateralized loan obligations (“CLO”), only a very small minority of supervisors took the position that CLO 
investments are “very illiquid” with respect to the liquidity poll, “very hard to value” with respect to the valuation 
poll, or “very complex” with respect to the complexity poll (see Figure 2).  Nevertheless, “structured securities” 
(which broadly includes CLO) is included in Table 1 as an indicative alternative asset that “meets two or three” of 
the Principles. The foregoing example also raises important structural considerations that permeate throughout 
the Issues Paper: (1) the need to distinguish and define each alternative asset class and discuss each on its own 
merits, (2) the need to incorporate additional data points to assess the captioned asset classes and instruments, 
and (3) whether the proposed principles-based definition of “alternative asset” is fit for purpose. (1) The need to 
distinguish and define each alternative asset class and discuss each on its own merits The current version of the 
Issues Paper conflates an extremely diverse set of products whose only similarity is that they are not corporate 
bonds or publicly-traded equities. The Issues Paper should endeavor to describe each of the various types of 
asset managers, alternative asset classes, and financial instruments referenced throughout the report, and how 
they differ from one another. The Issues Paper should also discuss each alternative asset class and instrument 
on its own merits (based on quantitative and historical data), rather than grouping everything into one discussion 
and suggesting that potential drawbacks of one instrument apply to all of the captioned alternative assets. Along 
the same lines, the Issues Paper should seek to use consistent terminology throughout the report, particularly 
with respect to asset classes and instruments. These recommendations align with the stated objectives of the 
Issues Paper. (2) The need for additional data points to assess the captioned asset classes and instruments The 
Issues Paper concludes that there is a need for additional data on alternative asset investments and AIR, and 
that “certain data items are only available in a limited number of jurisdictions.” See Section 3.3.3. Such a 
concession should be sufficient to conclude that additional data is necessary to produce a report that is fit for 



 
 
 
 

 

 

purpose. Although it does appear that the IAIS has collected a limited amount of relevant data (e.g., via the 
GIMAR), which was utilized to conclude that alternative assets “currently do not pose a global financial stability 
concern” (see Section 3.2), there are also abundant objective studies and analyses by scholars, industry groups, 
and others that can be leveraged to develop a more objective report and provide clarification on some of the 
misconceptions referenced therein. For example:  • Macroeconomic Considerations: The Federal Reserve Bank 
of Boston recently concluded that, in comparison to traditional banks, private credit funds are less vulnerable to 
runs and that overall financial stability risk would decrease to the extent that (as the Issues Paper suggests) 
private credit lending represents a credit substitution (i.e., private credit firms are lending to borrowers that might 
otherwise seek loans from a traditional bank). See Federal Reserve Bank of Boston, Current Policy 
Perspectives, Could the Growth of Private Credit Pose a Risk to Financial System Stability?, May 2025. Indeed, 
objective studies indicate that alternative assets like CLOs “do not pose a systemic risk to the U.S. financial 
system.” See LSTA, Assessing Whether Leveraged Loans and CLOs Pose a Systemic Risk., December 2023. 
To the contrary, alternative asset investments like CLOs are unlikely to present a global systemic risk in the 
future because they are stable, there exists a strong internal governance framework with respect to the 
investments, they will represent a relatively small proportion of insurer investment portfolios, and insurers remain 
obligated to demonstrate adequate capital and liquidity buffers, among others. • Valuation Uncertainty: There are 
a number of methods to value alternative assets which are broadly accepted and have been used for many 
years. The International Private Equity and Venture Capital Valuation Guidelines, for example, contemplate a 
wide array of alternative asset valuations.  In addition, insurers and their third-party investment managers have 
long track records of being able to accurately identify and value appropriate investments. See e.g., Young Soo 
Jang and Ginha Kim, Valuation Discipline in Private Credit, March 2025. • Illiquidity: Although the Issues Paper 
takes issue with illiquid assets, such assets actually reduce risk for a given level of return. See e.g., National 
Association of State Retirement Administrators, NASRA Issue Brief: Public Pension Plan Investment Return 
Assumptions, updated February 2017; Hamilton Lane data via Morgan Stanley Research, How Long Will the 
Golden Age of Private Markets Last?, February 2021.See also, LSTA, Private Credit Survey Report, April2 2025, 
available at: https://www.lsta.org/content/lsta-private-credit-survey-report/. A 2022 Aon Inpoint white paper titled 
Review of Alternative Asset Managers’ Involvement with Life & Annuity Insurers, which was commissioned by 
the AIC, may also be instructive and is available at: https://www.investmentcouncil.org/wp-
content/uploads/2022/09/9.09.2022-Aon-White-Paper_Final.pdf. (3) Whether the principles-based definition of 
“alternative asset” is fit for purposeIt is unclear how the proposed principles-based definition of an alternative 
asset – i.e., an asset with a high degree of valuational uncertainty, illiquidity, and/or complexity – achieves the 
Issues Paper’s objective of “establishing a clear definition of alternative assets and criteria to classify these 
investments.” To the contrary, such a definition is likely to result in further confusion amongst supervisors and 
lead to incomplete or misleading data points, particularly given the diverse set of supervisor practices, regulatory 



 
 
 
 

 

 

frameworks, and jurisdiction-specific markets. The definition also fails to account for various product features and 
options that can vary from product to product and can materially alter the risk profile of the investment. For these 
reasons, the IAIS should reconsider the appropriateness of establishing an “alternative asset” definition (of any 
kind), at least until supervisors have the opportunity to conduct further analysis and information gathering 
efforts.*** Based on the foregoing, the AIC recommends that the IAIS pause any consideration of policy changes 
until more precise definitions and additional data are incorporated into the Issues Paper and the IAIS is able to 
verify that any future definition of “alternative asset” is fit for purpose. Moreover, the IAIS Insurance Core 
Principles, related supervisory materials, and best practices should not be amended until supervisors have the 
opportunity to conduct further analysis and information gathering efforts. As noted above, the AIC commends the 
IAIS for seeking to better-understand the foregoing issues and welcomes the opportunity to provide additional 
information. 

Global 
Communications 
Group, United 
States 

General comments on the Issues Paper on structural shifts in the life insurance sector 
We appreciate being able to provide comments on behalf of the Global Communicators Group (GCG). GCG has 
a global membership of accounting professionals within trade groups. The GCG would like to thank the IAIS for 
reviewing the structural shifts in the life insurance sector and inviting public feedback. These comments have 
been discussed by GCG members, but due to internal timeline review constraints and varying perspectives 
within the group, have not been approved by all members of GCG.  
 
We appreciate that the IAIS is seeking to ensure that risks outlined in this paper are properly supervised while 
not encroaching on the benefits provided by the shift in the life insurance sector. 
 
The shifts identified in the Issues Paper related to alternative assets and asset-intensive reinsurance are 
primarily occurring in concentrated jurisdictions. In these jurisdictions, the local supervisors have prudent existing 
supervisory practices that control for the risks outlined in the issues paper. Therefore, we would encourage 
supervisory cooperation to learn from best practices on how to manage the risks instead of seeking new 
supervisory measures. We would also like to encourage the IAIS to explore how insurers employ risk 
management practices and create safeguards. 
 
In the context that current supervisory tools are sufficient, the GCG would like to strongly discourage the IAIS 
from making changes to the ICP’s. ICP’s like ICP 14 are regarding the valuation of assets and liabilities for 
solvency purposes are the result of lengthy negotiations that now provide a robust framework for local 
supervisors. 
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Moody’s Ratings, 
USA 

Moody’s response to this Issues Paper should be read in its entirety to avoid misinterpretation. Isolated excerpts 
may not reflect their full intent. Footnotes are included for reference but may appear disconnected due to 
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formatting. 
 
Dear IAIS Secretariat, 
 
Moody’s Ratings, USA (“Moody’s”) appreciates the opportunity to provide feedback on the International 
Association of Insurance Supervisors’ (“IAIS”) draft Issues Paper (“Issues Paper) on structural shifts in the life 
insurance sector, which was released for comment on March 19, 2025.  
 
Moody’s Corporation is a global integrated risk assessment firm, providing data, analytical solutions and insights 
to help decision-makers identify opportunities and manage risks. Moody’s Ratings, USA, a subsidiary of Moody’s 
Corporation, serves as a leading global provider of credit ratings, research, and analysis, and offers valuable 
insights into the creditworthiness of organizations, debt instruments, and securities. 
 
We broadly share the perspectives presented on the shift in life insurers’ investments and increased use of 
asset-intensive reinsurance. Our comments are focused on one consequence of this recent trend – the decline in 
transparency of insurers’ investments – that we believe merits more attention. [FN1] 
 
Historically, the insurance industry’s investments have been highly transparent, particularly in the United States, 
being typically composed of publicly issued and (often) publicly rated securities of corporations, governments, 
and structured finance vehicles, with only a modest exposure to alternative assets. [FN2] Approximate market 
values for these investments could often be obtained from trading prices, or, in the case of commercial 
mortgages or single-name corporate loans, inferred from a relatively small set of standardized metrics, such as 
leverage and interest coverage. Third parties – such as prospective policyholders, investors, reinsurance 
counterparties, equity analysts, credit analysts and regulators – could, therefore, form their own judgements 
about the valuations and risks of insurers’ individual investments by reviewing publicly available financial 
information and, if available, published credit ratings and related research.  
 
The growing allocation of life insurers’ investments to alternative assets represents a departure from insurers’ 
historical investment approach. Life insurers are increasingly investing, both directly and indirectly, in private debt 
and equity-like securities, and other alternative assets that often lack publicly available financial disclosures and 
typically do not carry public credit ratings. [FN3] The resulting decline in transparency diminishes the ability of 
third parties – such as prospective policyholders, investors, reinsurance counterparties, equity analysts, credit 
analysts, credit rating agencies, and regulators – to assess the quality of an insurer’s investment portfolio, 
including the structures, risk profiles, and cash flow dynamics of the underlying assets. The resulting lack of 
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transparency can undermine the ability of market forces to reward prudent behavior and discourage excessive 
risk-taking through price discovery, capital allocation, regulatory oversight, and reputational consequences.  
 
This trend particularly merits more attention in situations where regulatory capital charges are assigned to private 
assets in an insurer’s investment portfolio based on private credit ratings assigned by a single credit rating 
agency.  
 
For example, in the United States, the National Association of Insurance Commissioners (NAIC), USA assigns 
and publicly discloses “designations” on insurers’ fixed income investments. NAIC designations are used to 
determine the risk-based capital charges imposed on individual investments. For non-mortgage-related, fixed-
income securities, these designations are often derived directly from publicly assigned credit ratings, which carry 
with them the identities of their rating providers, the rating rationales, and references to the rating methodologies 
applied. When it comes to insurers’ investments in private assets, however, a growing portion of them are 
privately rated. These private credit ratings issued by NAIC-approved credit rating providers are used by the 
NAIC’s Securities Valuation Office (SVO) to assign NAIC designations. [FN4] Due to the non-public nature of 
private assets and corresponding private ratings, details such as the identity of the rating provider, the rating 
rationale, and the rating methodology used in the rating process are not disclosed to market participants. As a 
result, it becomes more challenging for third parties to form independent opinions about: (i) the risks of individual 
private assets held by insurers and (ii) the adequacy of the regulatory capital allocated based on the private 
ratings that underpin the corresponding NAIC designations. Moreover, the market discipline that helps drive 
comparability across public ratings is inoperable for private credit ratings given the absence of publicly available 
information. 
 
To the extent credit ratings are used in a particular insurance regulatory framework, regulators in those 
jurisdictions may benefit from more insight that can be obtained from insurers’ use of credit ratings in their own 
underwriting and internal risk management processes. Some insurers may (1) treat public and private credit 
ratings differently, (2) treat ratings from different credit rating providers differently, or (3) maintain internal risk 
ratings for private investments that differ from third-party ratings they submit to regulators to assess risk-based 
capital charges on the same investments. 
 
As insurers shift their investments toward alternative assets, regulators should consider encouraging insurers to 
undertake the following actions to help maintain transparency of insurers’ investments and the effectiveness of 
market discipline:  
1. Insurers should provide enhanced visibility into the nature of their private investments, more clearly identifying 



 
 
 
 

 

 

the nature and structure of their assets. [FN5]  
2. When insurers use third-party credit ratings for regulatory purposes, including to support regulatory filings or 
internal risk assessments, regulators should consider encouraging insurers to use public ratings. Going forward, 
to enhance transparency in the case of a private rating being used for regulatory capital purposes, regulators 
could consider encouraging the disclosure of the identity of the rating provider, where permitted. 
3. The insurer oversight process implemented by regulators should include a mechanism for collecting and 
analyzing through supervisory reviews information regarding each insurer’s use of credit ratings and internal 
controls established around their selection of credit rating providers, which can help inform the regulator’s own 
use of public and private credit ratings in insurance capital regulation. [FN6] 
 
Collectively, these actions would strengthen market discipline, reduce the risk of rating shopping, allow third 
parties to better understand the bases of capital charges assessed against insurers’ investments, and increase 
market confidence in the insurance industry’s financial soundness.  
 
[FN1] The increased use of asset-intensive reinsurance may have similar implications for portfolio transparency.  
[FN2] US life insurers also make substantial investments in first-lien mortgages on commercial real estate that 
possess stable net operating incomes at the time of origination. 
[FN3] Moody’s has previously discussed these developments and their potential implications for the U.S. 
insurance industry in Moody’s comment letters on NAIC initiatives related to a credit rating provider due diligence 
framework (see p.85 of NAIC’s Financial Condition (E) Committee Meeting Materials, 2024, 
https://content.naic.org/sites/default/files/call_materials/E%20Committee%20Materials_0.pdf) and a framework 
for regulation of insurer investments (see p.93 of NAIC's Framework Related Comments, 2023, 
https://content.naic.org/sites/default/files/committee_related_documents/Framwork%2520Comments_0.pdf).   
[FN4] Many NAIC designations are determined based on credit ratings from approved credit rating providers via 
the “filing exempt” process, by which credit ratings are automatically mapped to NAIC designations, and are 
therefore not required to be filed with the SVO for review (See NAIC’s Purposes and Procedures Manual, pg. 
20). A significant number of NAIC designations assigned to private bonds held by insurers has been done based 
on private credit ratings, with a lack of disclosure on the credit rating provider or the rating methodology 
underlying the rating. 
[FN5] Any specific template for additional disclosures would need to be discussed with the industry, but our 
rating experience suggests that the information necessary to assess credit risk can generally be disclosed 
without revealing highly sensitive business information.  
[FN6] In some select jurisdictions, insurance regulators may already review insurers’ use and selection of credit 
rating provides. 



 
 
 
 

 

 

Pinpoint Policy 
Institute, United 
States 

These comments respond to the IAIS’s March 2025 draft Issues Paper examining structural shifts in the life 
insurance sector, notably insurers’ evolving asset allocations and reinsurance strategies.  The U.S. insurance 
regulatory framework has a proven track record of effectively managing the very trends under discussion, in a 
manner tailored to the U.S. market and legal structure. U.S. regulators and industry participants have been 
keenly aware of the increasing use of alternative investments and affiliated reinsurance; indeed, these topics 
have been the subject of significant focus among regulators and industry.  Importantly, this work has 
demonstrated that the U.S. system is equipped to address emerging risks while maintaining competitive, 
innovative insurance markets. These comments also note with concern that the paper primarily focuses on the 
negative implications of life insurers investing in alternative assets without appropriately giving credence to the 
significant benefits attributed to these investments. This gives the impression of bias against alternative assets 
and a predetermination to discourage private equity involvement in the industry without substantive evidence to 
prove that the relationship is detrimental to financial stability.  
 
In this letter, please find comments on sections 3, 4, 5 and 6 of the draft paper. The comments related to Section 
3, highlight how existing U.S. capital rules and oversight address the issues raised in the paper, and why 
prescriptive global definitions could be counterproductive. Comments related to Section 4, explain the context of 
these transactions in the U.S. and the safeguards implemented through existing initiatives. Comments related to 
Section 5 covers broader considerations of interconnectedness and complexity, including alternatives to rigid 
international mandates. Section 6 provides perspectives on supervisory implications, urging respect for 
jurisdictional sovereignty and established U.S. regulatory processes. 

The Issue Paper 
aims to identify 
the benefits, 
drivers, and risks 
of emerging 
trends in the life 
market. It 
considers 
experiences and 
practices from 
various 
jurisdictions, 
accounting for 
market and 
regulatory 
specificities 
without focusing 
on any single 
jurisdiction. 
Revisions have 
been made to 
ensure clarity. 

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

The Cayman International Reinsurance Companies Associations (“CIRCA”) appreciates the opportunity to 
provide comments to the IAIS on the draft Issues Paper that discusses the structural shifts in the life insurance 
sector. The Cayman Islands is a leading jurisdiction for the formation of reinsurance companies. Its robust 
regulatory framework which functions in accordance with international regulatory standards, combined with an 
established, experienced, sophisticated and expansive service sector across law, actuarial, accounting, audit, 
advisory, corporate services and insurance management continues to attract a growing number of reinsurance 
companies. CIRCA is dedicated to collaborating with the Cayman Islands government, the regulator, the 
reinsurance sector and onshore insurers and regulators. CIRCA advocates for regulatory excellence and driving 
educational and informative initiatives within the Cayman Islands’ thriving reinsurance sector and internationally. 
Therefore, we welcome the opportunity to provide our perspective on the draft Issues Paper.  
 
In the next iteration of the Issues Paper, CIRCA would urge the IAIS to add revisions to make the paper more 

Revisions have 
been made to 
enhance clarity. 
The societal role 
of insurers is out 
of scope in this 
paper.  



 
 
 
 

 

 

principles-based and data driven. As currently drafted, the paper would benefit from greater substantiation for the 
assumptions on the causes of the structural shifts that the IAIS has identified in the Life sector, such as utilizing 
market-based research or studies to support their assertions. For example, the IAIS states that increase in asset-
intensive reinsurance (AIR) is the “result of insurers’ herd behavior,” without providing any evidence or 
substantiation to support the claim. We are firm in our stance that policy direction and decisions will be more 
robust when supported by considered empirical data.  
 
In addition, the paper includes representations about the activity the IAIS is seeing in the Life sector that are 
inconsistent with industry or sector experience. As noted above; with a lack of data-backed evidence, the Issues 
Paper makes several unsubstantiated correlations motivating insurers behavior. This should be addressed in the 
next iteration of the paper and corrected with evidence- based assumptions. 
 
We suggest that the sentence “Asset-intensive reinsurers are often affiliated or partnered with asset 
managers…” be amended to include direct insurers, as direct insurers also have affiliations/partnerships with 
asset managers. 
 
The paper makes representations on private credit that are misaligned with current market views. The IAIS 
assumes that private credit and its lending are too large of a risk for the banking system. However, private credit 
is regarded as an essential and positive component of the financial system. The Issues Paper assumes that 
there are inherent conflicts of interest for asset manager-owned insurance companies. While conflicts of interest 
should be a concern to the regulatory community, the concerns that the paper references are overly broad and 
fail to acknowledge the nuance.  Again, the approach would benefit from more substantive analysis of the issues 
raised.  
 
Additionally, the proposed principle-based definition of “alternative assets” should also be revised. The IAIS has 
introduced the definition of alternative assets as “assets which display a high degree of either valuation 
uncertainty, illiquidity or complexity, or a combination of these;” however, this definition would infringe on 
jurisdictional deference on asset classification and reporting.  It also intermingles a wide variety of assets that 
hold varying degrees of liquidity, complexity, and volatility into a single bucket. Jurisdictional perspectives on 
whether an asset is “alternative” or “traditional” may vary significantly, and characteristics of alternative assets 
will vary, hence the varying degree of regulatory treatment. It is recommended that IAIS form a working group to 
assess the definition of “alternative assets” but also undertake a more detailed analysis that considers the variety 
of assets applicable. IAIS members are the ones who approve the assets, therefore their involvement in such a 
working group is vital. Perhaps this work would then result in an approach that is more informative for regulators 



 
 
 
 

 

 

rather than a prescriptive definition.  
 
Also, this definition would categorize "alternative assets" as being riskier investments based on perceptions of 
illiquidity, complexity, or valuation uncertainty. This may inadvertently undermine utilization of the well-
supervised, mainstream assets in which the Life sector would regularly invest.  
 
Further, the Consultation would benefit from a deeper analysis of the systemic root causes driving many 
changes. “The central point of economic complexity is that some of the biggest societal issues of our time only 
start to make sense if we look at the systemic interactions that produce them.”  These interactions include, but 
are not limited to, consumer behaviour, demographics, demands on social infrastructure, changes in capital 
markets, insurance coverage gap, etc. Such analysis will advance the Consultation to a point where actions can 
be meaningfully considered. Absent such root cause analysis, the Consultation risks vague notions of risk being 
transformed into action without proper data and analysis.  
 
Lastly, enhancements to Insurance Core Principles (ICPs), especially ICP 13: Reinsurance and other Forms of 
Risk Transfer, should not be considered until the IAIS has more market-based research and data. 

Global Atlantic 
Financial Group, 
United States 

We appreciate the opportunity to provide comments on the IAIS Draft Issues Paper on Structural Shifts in the 
Life Insurance Sector. We commend the IAIS for its forward-looking initiative in examining structural trends within 
the life insurance industry and evaluating their implications for supervision and financial stability.  
 
A global retirement protection gap exists across both Eastern and Western markets. Mobilizing billions in private 
capital can help close this gap, support policyholders, and ease fiscal pressure on governments. Bermuda 
enables efficient global capital aggregation across regions (e.g., Asia, the U.S.), within a stable, market-based 
regime.  
 
Asset management—by both traditional and private equity-backed insurance firms—has long played a key role in 
delivering higher-value products and returns to policyholders. Moreover, when backed by the right expertise, 
scale, and capital, expanded asset management capabilities can deliver greater benefits to policyholders 
globally.  
 
The fundamental structural alignment between illiquid liabilities and illiquid assets, is a hallmark of appropriate 
asset liability management. This alignment allows insurers to invest in long-duration, illiquid assets that match 
the long-term nature of their liabilities, thereby improving asset-liability management and overall financial 
stability. When governed and supervised appropriately, this alignment mitigates liquidity and reinvestment risk.  

The Issue Paper 
aims to identify 
the benefits, 
drivers, and risks 
of trends in the 
life market. It 
considers 
experiences and 
practices from 
various 
jurisdictions, 
accounting for 
market and 
regulatory 
specificities 
without focusing 
on any particular 
one. Revisions 



 
 
 
 

 

 

 
The Paper rightly notes that current global exposures remain limited and concentrated in a few well-regulated 
jurisdictions. Jurisdictions with significant activity in “alternative” assets or asset-intensive reinsurance (AIR), 
such as the U.S. and Bermuda, have already implemented robust regulatory frameworks and continue to 
enhance them in a targeted, risk-based manner. Supervisors in these markets possess deep expertise and are 
well-placed to address evolving risks. We encourage the IAIS to leverage the experience of U.S. and Bermuda 
supervisors who have implemented robust regulatory frameworks to guide regulatory insight and avoid one-size 
fits all solutions. 
 
Additionally, AIR transactions involve some of the biggest and most sophisticated insurance firms. Consequently, 
each transaction is subject to significant financial and risk management due diligence. 
 
Please find our detailed comments organized in response to the IAIS’s consultation questions. 

have been made 
to enhance 
clarity.  

 

Q2: General comments on section 1 Executive summary 

Organisation Comment received IAIS response 

The Geneva 
Association, 
International 

See our response to question 1 

please see 
resolution to your 
previous question 
1. 

American Council 
of Life Insurers, 
United States 

[Note: Where ACLI has recommended adding new language to the Issues Paper, we have used << >> to identify 
<< new text>>]  
 
I.  ACLI strongly recommends providing additional context to the executive summary to recognize the growing 
demand from an aging society for asset-intensive retirement products. The significance of this demographic 
demand for asset intensive products, discussed in section 4 (p. 33), warrants mention in the Executive Summary. 
We recommend including similar language in the Executive Summary to provide additional context for why these 
shifts are occurring in the life insurance industry.  
 

Revisions have 
been made to 
ensure clarity as 
suggested. The 
IAIS agrees to 
reference other 
factors but 
prefers to remain 
general in the 



 
 
 
 

 

 

***Recommended edits to the first sentence of the first paragraph:   
(1) Replace "Traditionally" with "Historically" 
(2) Add "significantly" after "relied";  
(3) add "but not exclusively on" before "high-quality bonds..." 
As amended, the first sentence in the first paragraph of the Exec Summary would read: "Historically, life insurers 
have relied significantly on, but note exclusively on, high-quality bonds and equities to meet long-term liabilities. 
 
***Recommended edits: Add a new sentence after the 2nd sentence in first paragraph: 
(1) "Many of these assets have been used by life insurers with long dated liabilities for decades and, as such, are 
often well managed from a risk perspective and well understood by the regulatory community." 
 
***Recommended edits: last sentence of first paragraph, 
(1) Amend the last sentence of the first paragraph to read as: "This trend is continuing even with rising interest 
rates, demonstrating that other factors are contributing to the shifts, such as demographic trends in developed 
markets drive a growing demand for insurance products with retirement savings features, which are inherently 
asset intensive.” 
 
II. We recommend adding language to the Executive Summary (on page 6) that recognizes the importance of 
monitoring assets and liabilities holistically.  Looking at assets in isolation of the matching liabilities creates 
misleading results.  We have recommended an edit to paragraph 9 to note that analysis of a company’s assets 
should be in tandem with the insurer’s liabilities.   
 
***Recommended edits (para. 9 of Executive Summary) 
(1) Amend the last sentence of the ninth paragraph in Section 1. After “Addressing existing information gaps for 
“alternative” assets and AIR is crucial to better monitor financial stability impacts and ensure that supervisors can 
assess any increases in insurers’ global allocations and evaluate concentration risks" then insert  "<<keeping in 
mind that an evaluation of assets should be relative to the liabilities they are supporting and therefore consider 
the duration, liquidity, and other characteristics of the associated liabilities, both in normal times and in times of 
stress.”>> 
 
III. We have recommended several edits to paragraph 3 and paragraph 9 to avoid overly conclusive language 
that appears inconsistent with the Paper’s attempt to preserve a balanced approach. We recommend using 
"may" when referring to potential risks. We also recommend evaluating assets holistically with the liabilities they 
are backing. 

executive 
summary, with 
specifics 
addressed in the 
main text. For 
some 
jurisdictions, the 
trend reflects the 
growing demand 
for retirement 
products driven 
by an aging 
society. 
Paragraph 9 is 
acceptable as is. 



 
 
 
 

 

 

 
***Recommended edits to Section 1, Executive Summary (para 3):  
(1) Amend the second-to-last and last sentence of paragraph three. Insert "may" after "However, these 
benefits..."  
(2) After the last sentence, insert a new sentence: "These risks should be assessed relative to the nature of the 
liabilities that are being backed by these assets." 
 
 ***Recommended edits to Section 1, Executive Summary (para 9):  
(1) In the second sentence of paragraph 9 in Section 1, insert <<"may">> before "also pose" and <<"potential">> 
before "financial stability risks..." 
 
IV. ACLI supports the papers’ recognition that jurisdictional differences should “be contextualized, considering 
not only the nature of the liabilities and local market dynamics but also the aggregate requirements (reserves and 
capital) to support these liabilities together with other elements of the local supervisory frameworks including risk 
governance practices” (Para. 7, p. 5) ACLI recommends amending the sentence to note that “existing aggregate 
requirements” should be considered; we also recommend including “risk governance and supervision” as a factor 
to be considered. 
 
V.  ACLI agrees with the Executive Summary’s observation that the ICPs are designed broadly enough to 
encompass potential risks; as such, there is no immediate need to make specific changes to the ICPs.  The list 
of proposed enhancements to the ICP’s outlined in the Paper appears extensive and may pose practical 
challenges, particularly when the proposed enhancements are considered alongside the IAIS’ typical approach to 
addressing specific risks within its standard-setting framework. Because risks are continually evolving, it is 
essential that the ICPs remain flexible and broad. This will help ensure their relevance for future applications 
while also avoiding unnecessary specificity that might suggest certain risks are either the sole concern or the 
highest priority. 

Alternative 
Investment 
Management 
Association, 
Global 

The paper raises relevant considerations for supervisors when assessing market trends. However, we believe 
several aspects of the paper should be amended to better reflect market realities and insurer risk management 
imperatives.  
 
Based on our review of the IAIS Consultation, we recommend: 
1. Refining the principles-based definition of alternative assets to better account for insurers' risk management 
requirements and need for access to long-duration assets to match liabilities. The definition should avoid overly 
simplistic risk categorizations. This should entail significantly narrowing the scope of the paper. "Alternative 

The paper 
explores various 
topics using 
official data, IAIS 
analyses, 
surveys, and 
interviews. To 
maintain 



 
 
 
 

 

 

investments" is too broad a term for meaningful supervisory analysis, as it includes too widely divergent asset 
types. Failure to narrow the definition will undermine the purpose of the paper, which is to facilitate a thorough 
and thoughtful analysis and supervisory response.  
2. Acknowledging the long and successful history of insurers' investments in private markets and their 
established expertise in managing these asset classes. 
3. Placing greater emphasis on the benefits of private assets, particularly for matching long-duration liabilities. 
4. Recognizing the validity of different valuation approaches (fair value vs. amortized cost) depending on 
investment strategy and liability characteristics. 
5. Taking a more balanced view of macroprudential risks, considering insurers' patient capital nature and existing 
risk management frameworks. 
6. Undertaking a more granular, data-driven, and jurisdiction-agnostic assessment of individual asset classes 
prior to any potential enhancements to the IAIS supervisory framework. 
7. Ensuring that any revised version of the issues paper and any potential enhancements to the ICPs adequately 
consider whether the potential incremental conservatism created by hindering investments outweighs the risk of 
potential restrictions on investments widening the protection gap and stifling economic growth 
8. Ensuring that any revised issues paper analyses the effect of any proposed restrictions on the insurance 
marketplace, including access to products and competitive dislocations in favor of one jurisdiction over another. 
 
As noted previously, we acknowledge the value of IAIS's in-depth research comparing approaches to 
accounting, valuation, reserves, and capital requirements across major geographic regions. These comparative 
insights are helpful in understanding jurisdictional differences, but are inappropriate as a basis for comparisons 
between investments. Additionally, such comparisons should also not reflect or imply an IAIS bias between 
different types of successful insurance supervisory regimes. 

readability, it 
remains high-
level for now, 
with the potential 
for in-depth 
studies on 
specific topics of 
common interest 
in the future 
Some revisions 
have been made 
to ensure clarity. 

Everlake Life, US 

We recommend that additional context be added to the executive summary to recognize the growing demand 
from an aging society retirement products. And the life insurance industry will need access to additional capital to 
meet this growing demand.  The significance of this consumer need warrants mention in the Executive 
Summary.  
 
We also recommend that the first paragraph be edited to read:"  Traditionally, Historically, life insurers have 
relied significantly on, but not exclusively on, high-quality bonds and equities to meet long-term liabilities. 
However, prolonged low interest rates and the need for higher returns and diversification have led insurers to 
increase their investments in “alternative” assets such as private equity (PE), real estate, infrastructure, hedge 
funds and private debt. Many of these assets have been used by life insurers with long-dated liabilities for 
decades and, as such, are often well managed from a risk perspective and well understood by the regulatory 

Revisions done 
to ensure clarity 
as suggested. 
Societal issues 
are out of scope 
in this paper. 



 
 
 
 

 

 

community.   The fundamental characteristics of many of these assets, such as illiquidity, are well matched to the 
life insurers’ liabilities.  They have performed well and have been rigorously examined by the regulatory 
community.  For many reasons, including the performance of the assets and the risk matching characteristics, 
this trend is continuing even with rising interest rates.  This indicates that returns are not the only benefit to 
consumers of investment in such assets.” 
 
As the IAIS is well aware, any analysis of assets needs to be tied to an analysis of the liabilities which those 
assets are backing.  Therefore we recommend that paragraph 9 be edited to read, "Identifying and, as 
necessary, addressing existing information gaps for “alternative” assets and AIR is crucial to better monitor 
financial stability impacts and ensure that supervisors can assess any increases in insurers’ global allocations 
and evaluate concentration risks, keeping in mind that an evaluation of assets should be relative to the liabilities 
they are supporting and therefore consider the duration, liquidity, and other characteristics of the associated 
liabilities, both in normal times and in times of stress.” 
 
The seventh paragraph should be amended to read, “These jurisdictional differences can lead to significant 
variations in reserve valuations, capital requirements and the sets of investable assets. However, these 
differences need to be contextualised, considering not only the nature of the liabilities and local market dynamics 
but also the existing aggregate requirements (reserves, and capital and risk governance and supervision) to 
support these liabilities. 
 
Further, the Consultation would benefit from a deeper analysis of the systemic, root causes driving many 
changes. “The central point of economic complexity is that some of the biggest societal issues of our time only 
start to make sense if we look at the systemic interactions that produce them.”  (Pierre-Alexandre Balland, et. al., 
“The New Paradigm of Economic Complexity” Research Policy 51 (2022) 104568.)  These interactions include, 
but are not limited to, consumer behaviour, demographics, demands on social infrastructure, changes in capital 
markets, etc.  Such analysis will advance the Consultation to a point where future actions can be meaningfully 
considered. 
 
Absent such root cause analysis, the Consultation risks vague notions of risk being transformed into action 
without proper data and analysis. 

Athene, USA Please see response to Consultation Question (Q) 1. 

Please see 
resolution to 
Consultation 
Question (Q) 1 



 
 
 
 

 

 

Insurance Europe, 
Europe 

The sector requests changes to the wording regarding the use of internal models to calculate capital 
requirements. The executive summary states:  
 
“Concerning capital requirements, approaches vary, with some jurisdictions using factor-based or formulaic 
methods, while others allow more discretion (eg internal models) to calibrate capital requirements to the risk 
profile of the insurer. Jurisdictions also differ in their level of prescriptiveness regarding investment flexibility.” 
  
However, (partial) internal models are not about discretion. The purpose is to adequately and accurately reflect 
the risk profile in the solvency assessment when a standard formula approach is not appropriate.  
 
In regimes like in the EU, Switzerland, and the UK, it is not formulaic exclusively or internal models, but a 
coexistence.  
1. Formulaic for simpler business models or where the formulaic (or standard model) approach works well; and 
2. Internal models and partial internal models for more complex groups, or for instance to adequately capture the 
complexity of Nat Cat portfolios. 
 
Therefore, Insurance Europe, Europe proposes the following alternative wording: 
“Concerning capital requirements, approaches vary, with some jurisdictions using factor-based or formulaic 
methods, while others (eg internal models) allow to calibrate capital requirements to the risk profile of the 
insurer.” 
 
Insurance Europe, Europe highlights that the following text in section 4.2.2 (page 45) is more accurate and 
requests that is also reflected in the executive summary for context: 
 
“Insurers can apply to use a full or partial internal model for calculating capital requirements as a more tailored 
method for measuring their specific risks. Internal models are subject to supervisory scrutiny and approval and 
need to be maintained continuously to a very high standard”. 

The text has 
been revised 

Global Federation 
of Insurance 
Associations 
(GFIA), Global 

GFIA requests changes to the wording regarding the use of internal models to calculate capital requirements. 
The executive summary states:  
 
“Concerning capital requirements, approaches vary, with some jurisdictions using factor-based or formulaic 
methods, while others allow more discretion (eg internal models) to calibrate capital requirements to the risk 
profile of the insurer. Jurisdictions also differ in their level of prescriptiveness regarding investment flexibility.” 
 

The text has 
been revised. 
However, GFIA 
request to add" 
The main risks 
for supervisors to 
monitor are 



 
 
 
 

 

 

However, (partial) internal models are not about discretion. The purpose is to adequately/accurately reflect the 
risk profile in the solvency assessment when a standard formula approach is not appropriate. In regimes like in 
the EU, Switzerland, and the UK, it is not formulaic exclusively or internal models, but a coexistence.  
1. Formulaic for simpler business models or where the formulaic (or standard model) approach works well; and 
2. Internal models and partial internal models for more complex groups, or for instance to adequately capture the 
complexity of Nat Cat portfolios. 
 
GFIA recommends amending paragraph 2 to include a reference to the demographic demands that are driving 
an increased demand for innovative long-term products designed for retirement savings. Acknowledging the 
growing demand provides additional context that is useful to understand when considering the increased use of 
AIR and alternative assets. 
 
GFIA requests adding “The main risks for supervisors to monitor are linked to….” There are currently supervisory 
tools in place to monitor and reduce the risks mentioned. 
 
The paper also suggests that the investment trends towards alternative assets represent a departure from 
traditional “high-quality” investments in bonds and equities. This inaccurately implies a reduction in asset quality. 
In practice, insurers continue to prioritise high-quality investments, and the shift towards alternative assets 
represents prudent diversification strategies aimed at enhancing risk-adjusted returns and managing long-term 
liabilities effectively. However, it is important to note that some jurisdictions maintain specific investment 
restrictions. For example, in Canada, the Insurance Companies Act (ICA) outlines certain limitations on certain 
investments. 

linked to….” 
There are 
currently 
supervisory tools 
in place to 
monitor and 
reduce the risks 
mentioned" - is 
unclear. 

International 
Actuarial 
Association (IAA), 
International 

The third paragraph refers to the merit of investing alternative assets for insurers – Ito this could be added the 
social needs for investing some alternative assets like infrastructure investments matching to the general liability 
features of life insurers.  In addition, this paragraph refers to robust risk management, but robust risk 
quantification could also be added. 
 
In the third paragraph, the third sentence could be complemented with “hidden leverage” in addition to valuation 
uncertainty, illiquidity and complexity. 
 
The fifth paragraph refers to capital raising flexibility, but this could be expanded to “flexibility and leverage”. 
 
In the second to last paragraph counterparty risk could be mentioned 

The text has 
been revised. 



 
 
 
 

 

 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

N/A NA 

Bermuda 
International Long 
Term Insurers and 
Reinsurers 
(BILTIR), Bermuda 

The Issues Paper suggests that the investment trends toward alternative assets represent a departure from 
traditional “high-quality” investments in bonds and equities. This inaccurately implies a reduction in asset quality. 
In practice, insurers continue to prioritize high-quality investments, and the shift toward alternative assets 
represents prudent diversification strategies aimed at enhancing risk-adjusted returns and managing long-term 
liabilities effectively. 
 
Regarding AIR, the description of AIR reinsurers partnering with asset managers is unclear and potentially 
confusing. Relationships between insurers and affiliated asset managers are not new, and pre-date the global 
financial crisis. The text should note that the benefits of AIR and asset managers inure to cedents, reinsurers, 
asset managers, and consumers. 
 
Regarding reserving, capital requirements, and investment flexibility, we suggest use of the term “principles-
based,” which we consider to be more neutral and accurate than “discretionary.” We also support the Issues 
Paper’s emphasis on “contextualised” regime differences, as we consider it necessary to view capitalisation and 
collateralisation in tandem with reserving differences. 

The text has 
been revised. 

Athora, Bermuda 

The paper provides valuable perspectives on emerging trends in investment and risk transfer taking place in the 
life insurance sector and potential considerations for supervisors. However, we believe several aspects of the 
paper would benefit from refinement to better reflect market realities and the appropriate risk management 
context.  
 
Based on our review of the IAIS Consultation, we recommend: 
1. Reconsidering the general principles-based definition of alternative assets – it is not clear that this term 
‘alternative assets’ is appropriate for regulation when the defining characteristics (illiquidity, valuation uncertainty 
and complexity) are equally prevalent in ‘traditional’ assets.  To have a fair assessment of the issues specific to 
one type of asset, there must be a clear benchmark of factors that represent a typical ‘traditional/safe’ asset. 
2. Reconsider relative risk of private assets and other assets -- the concerns/risk associated with private assets 
(e.g. “hidden leverage, liquidity risks, credit risk and credit rating”) are risks areas associated with all asset types 
and should be benchmarked against public markets rather than on a standalone basis. 
3. Being clear on the purpose of the Issues paper: is it to  
o help harmonise and strengthen supervisory practises to better monitor the risks of insurance undertakings; or 
o identify macro prudential / systemic risks that relate to financial stability in order to support macro-level policy 

The text has 
been revised. 



 
 
 
 

 

 

making 
4. Giving greater weight to the role that asset liability matching, portfolio diversification and proportionality plays 
for life insurers in delivering for policyholders -- the relevance of illiquidity when an illiquid asset is backing an 
illiquid liability and the asset risk can therefore be prudently managed through the cycle should be more actively 
considered. This would benefit from looking at secured vs unsecured, sponsored versus bilateral instruments as 
well as diversification across assets and markets (including currencies).  
5. Being clear on what is meant by traditional using empirical evidence going back at least 50 years to show the 
evolution of life insurance portfolios and use of asset intensive reinsurance across jurisdictions (e.g. Japan, 
Taiwan and Europe (pre and post Solvency II)) to show evolution as well as cross border trends. 
 
Finally, we acknowledge the IAIS’s in-depth research comparing approaches to accounting, valuation, reserves, 
and capital requirements across major geographic regions. These comparative insights are valuable for 
understanding jurisdictional differences. 

Qatar Financial 
Centre Regulatory 
Authority, Qatar 

In the third paragraph, the sentence could be complemented with “hidden leverage” in addition to valuation 
uncertainty, illiquidity and complexity... 

The text has 
been revised. 

Global 
Communications 
Group, United 
States 

General comments on section 1 Executive summary 
As the executive summary notes, there are different approaches among different jurisdictions regarding 
reserving, capital requirements, and investment flexibility. Products vary among jurisdictions, as do tools for 
supervision. In this context, we believe that what is considered an alternative asset in the Issues Paper may also 
be part of a robust risk management strategy. For example, less liquid assets are backing long-term illiquid 
liabilities such as annuities and pensions in a matching process. Insurers are focusing on maturity matching, not 
maturity transformation. Therefore, these assets help pension gap issues and increase the capacity for 
innovative long-term products. The shifts have also contributed to the ability of insurers to mitigate risk, meet 
policyholder needs by bolstering investment yields in a low-rate era, and structures such as AIR can support 
reinsurers to free capital to write new business.  
 
Any policy response should seek to preserve the legitimate benefits of these market developments. In 
jurisdictions where there is a more prominent use of AIR or alternative assets, supervisors have tools in place to 
mitigate risk. For example, in the United States, annual liquidity stress tests evaluate insurer resilience under 
extreme scenarios. It is the net risk after mitigants that truly matters. Liquidity stress testing is an example of how 
we would support cooperation among supervisors for best practices. 
 
Regarding the definition of alternative assets, we appreciate the efforts by the IAIS to create a standard definition 

The text has 
been revised. 



 
 
 
 

 

 

that may be used across jurisdictions. However, we believe that by defining it as having uncertainty, illiquidity, or 
complexity, the definition serves as a rules-based definition and is not principles based. The definition would not 
work similarly across other jurisdictions. For example, the same type of assets may be considered more or less 
liquid depending on the jurisdiction and how developed its private markets are. We would encourage a 
principles-based definition that may create nuanced discussion based on the use of the specific assets in each 
jurisdiction. 

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

CIRCA strongly recommends that the Executive Summary be amended to provide additional context that 
recognizes the important role that reinsurance plays in the Life sector by providing sources of capital and 
capacity to cedants, in turn helping to address the protection and retirement gap seen in the insurance industry.  
 
The second paragraph in this section should be amended to read, “Historically, life insurers have significantly, 
but not exclusively, utilized high-quality public bonds and equities to meet long-term liabilities. However, 
prolonged low interest rates and the need for higher returns and diversification have led insurers to increase their 
investments in alternative assets such as private equity (PE), real estate, infrastructure, hedge funds and private 
debt.  Many of these assets have been used by life insurers with long-dated liabilities for decades and, as such, 
are often well managed from a risk perspective and well understood by the regulatory community.  The 
fundamental characteristics of many of these assets, such as illiquidity, are well matched to the life insurers’ 
liabilities. They have performed well and have been rigorously examined by the regulatory community. For many 
reasons, including the performance of the assets and the risk matching characteristics, this trend is continuing 
even with rising interest rates. This indicates that returns are not the only benefit to consumers of investment in 
such assets.” 
 
The seventh paragraph should be amended to read, “These jurisdictional differences can lead to significant 
variations in reserve valuations, capital requirements and the sets of investable assets. However, these 
differences need to be contextualised, considering not only the nature of the liabilities and local market dynamics 
but also the existing aggregate requirements (reserves, capital, collateral, and risk governance and supervision) 
to support these liabilities. 

The text has 
been revised. 

Global Atlantic 
Financial Group, 
United States 

The Executive Summary should be revised to better reflect a balanced assessment of both the risks and the 
benefits of alternative assets and AIR. It should avoid implying systemic risk and instead recognize the important 
roles these strategies play in enhancing long-term stability, innovation, and policyholder outcomes. 

Systemic risk is 
not implied in the 
Executive 
summary. 

 



 
 
 
 

 

 

Q3: General comments on section 2 Introduction 

Organisation Comment received IAIS response 

The Geneva 
Association, 
International 

See our response to question 1 
Please see 
resolution to 
Question 1 

American Council 
of Life Insurers, 
United States 

We recommend retiring the term “alternative assets” in official IAIS documents or, at minimum, clarifying its 
scope to avoid conflating low-volatility, investment-grade private credit/structured credit with highly leveraged or 
speculative strategies. As defined in the Paper, a broad swath of assets labelled as “alternative” assets are being 
indicted without fully evaluating their characteristics.  Acknowledging the usefulness of a reference term for the 
broad category of assets being studied without any intended negative connotation, ACLI recommends that the 
term “alternative” assets be reconsidered.   
 
Rather than attempting to develop a list of assets of concern and attaching a label to such a list, we suggest 
focusing on the asset characteristics of concern (e.g., liquidity, valuation uncertainty, etc.) and defining a scope 
based on those characteristics.  These asset characteristics should also be evaluated relative to the associated 
liabilities. 
 
***Recommended edits to Section 2, Introduction (p. 6): 
(1) Amend the first and second sentence of the third paragraph in section 2, so it reads as: “The primary 
objective of this Issues Paper is to provide a comprehensive analysis of the structural shifts within the life 
insurance sector, with a particular focus <<on the fundamental reasons>> for the increased allocation to 
alternative assets and the adoption of AIR agreements. This paper aims to delve deeper into these trends 
<<being examined by supervisors with markets in increasing need for long-dated liabilities,>> providing a 
framework <<for all supervisors>> to understand the implications and identifying potential areas for 
enhancement in the IAIS supervisory material. 
 
***Recommended edits to Section 2, AIR (p. 7): 
 (1) ACLI recommends adding a new bullet under “2. AIR” to acknowledge the growing demographic need for 
asset-intensive products with retirement savings features. Demographic trends were identified in Section 4 as 
driving demand for asset-intensive insurance products and AIR. After "Gain a better understanding of AIR", insert 
a new bullet underneath, that says <<“Gain a better understanding of the multiple growth drivers, including 
growing demographic demands in developed markets for insurance products with retirement savings 

The paper 
reflects in-depth 
analyses 
conducted by the 
IAIS, with 
opportunities for 
further studies on 
alternative 
investments and 
emerging trends. 
The text has 
been revised for 
clarification, and 
many drafting 
suggestions have 
been accepted. 



 
 
 
 

 

 

features.”>> 
Omitting an express reference to the growing demographic demand could give the impression that the sole driver 
behind AIR is jurisdiction differences. Jurisdictional differences are one potential driver in the use of AIR, but they 
are not the only driver. Adding the second bullet will better reflect Section 4.1.8 “Drivers of AIR,” which notes that 
“There are many factors that drive the usage of AIR as well as a reinsurer’s decision to domicile in a particular 
jurisdiction. Some of these factors are embedded in jurisdictional approaches to supervision. Nonetheless, there 
are other additional factors, described below, outside of the scope of direct impact of insurance supervision.” 
Section 4.1.8 then goes on to list flexibility in capital raising, taxation, and supervisory recognition 
(covered/reciprocal jurisdictions). 

Alternative 
Investment 
Management 
Association, 
Global 

The introduction establishes three key points for the alternative assets section of the paper: 1) establish a clear 
definition of alternative assets using a principles-based approach, 2) obtain a better understanding of current 
trends and their drivers, and 3) evaluate related leverage, liquidity, credit, and capital-related issues associated 
with alternative assets. 
 
As mentioned above, we do not believe that defining the broad term "alternative assets" is a realistic or even 
desirable goal from a regulatory or supervisory perspective. First, the fourteen alternative assets included in the 
IAIS Consultation feature a wide range of significantly different characteristics. These fourteen asset classes 
each reflect unique composition, market dynamics, and risk profiles. Including all of these diverse asset types in 
a single category obfuscates their unique key attributes and makes any subsequent analysis very challenging.   
As one example, the principle of illiquidity applies in a very different way for hedge funds than it does for private 
credit, property trusts, or emerging market debt.  
 
Perhaps due to this challenge, we note that the paper gives very little attention to many of the fourteen 
categories, while much of the discussion is devoted to private credit.  
Regarding the second goal, related to understanding investment trends, we believe the introduction should more 
accurately reflect the drivers behind insurers' investment strategies. A thorough, data-based analysis should 
highlight not only the low-interest environment but also insurers' asset-liability management (ALM) strategies. 
Life insurers match less liquid and longer-duration liabilities with higher-yielding, less liquid assets, which is an 
approach that is consistent with best practices in asset-liability management (ALM) and continues to provide 
benefits to policyholders—primarily wider product offerings and lower prices—even in a higher-rate environment. 
The IAIS Consultation notes that the private credit allocation trend continued during a rising interest rate 
environment but does not explain why. In our view, the IAIS Consultation does not sufficiently take into account 
ALM as the key driving force behind life insurers' trend toward greater allocation to private credit.  
Regarding the third goal of evaluating related risks, the IAIS Consultation needs to incorporate the core prudent 

The text has 
been revised to 
clarify highlighted 
issues. 



 
 
 
 

 

 

risk management concept that insurers' investments are and should be ALM-driven, which is reflected in other 
areas of the IAIS's and supervisory jurisdiction frameworks. Relatedly, the issues paper does not adequately 
describe insurers' access to liability-matching, long-duration investments as critical to supporting the availability 
of insurance products and growing local economies. 

Everlake Life, US 

This Consultation would benefit from a less conclusory tone. 
 
For example, we recommend the IAIS cease using “alternative assets” as an official term.  As used in the entire 
Consultation, the term conflates well known and understood, low-volatility, investment-grade private credit with 
highly leveraged or speculative strategies. As defined in the Consultation, alternative assets are being indicted 
without fully evaluating their characteristics.  
  
Rather than attempting to develop a list of assets of concern and attaching a label to such a list, we suggest 
focusing on the asset characteristics of concern (e.g., liquidity, valuation uncertainty, etc.) and how those risks 
are managed by the life insurance industry and then defining a scope based on those characteristics.  And as the 
IAIS well understands, any asset characteristics should also be evaluated relative to the associated liabilities. 
 
We recommend that the third sentence in the first paragraph in this section be amended to read, “These trends 
were driven in part by the prolonged low interest rate environment, prompting insurers to seek higher yields and 
move away from capital-intensive products.  These trends continue to be driven by fundamental consumer-driven 
characteristics well known by the regulatory community familiar with long-dated liabilities supporting consumers, 
such as illiquidity and strong asset-liability matching. 
 
We recommend the third paragraph be amended to read, "The primary objective of this Issues Paper is to 
provide a comprehensive analysis of the structural shifts within the life insurance sector as it appears to 
supervisors with less experience with and exposure to supervising life insurance companies' long dated 
liabilities.  In particular, the focus will be on the fundamental reasons for allocation to alternative assets and the 
adoption of AIR agreements. This paper aims to delve deeper into these trends being examined by supervisors 
with markets in increasing need for long-dated liabilities, providing a framework for all supervisors to understand 
the implications and identifying potential areas for enhancement in the IAIS supervisory material for this topic 
which is critically-important to consumers." 

The text has 
been revised. 

Athene, USA 

The IAIS in its Issues Paper explicitly recognizes its role in the current context: “Issues Papers are primarily 
descriptive and not meant to create expectations on how supervisors should implement supervisory material.”  
This statement reinforces that the Issues Paper’s findings serve as an educational document and foundation for 
any potential future standard-setting, rather than new supervisory mandates. 

The text has 
been revised. 



 
 
 
 

 

 

 
With that said, the Issues Paper misinterprets some of the drivers (and therefore, the policyholder benefits) of 
“the industry’s increasing allocation to alternative assets and rising adoption of cross-border AIR.”  While the 
Issues Paper attributes these trends in part to a “prolonged low-interest rate environment,” it is equally true that 
insurers’ focus on matching illiquid liabilities with long-dated, incremental-yielding assets has persisted in the 
current higher-rate climate. This is largely because, during the low-rate period, many insurers recognized that 
overly liquid investments were not efficiently matching the illiquidity of policyholder liabilities, thereby leaving the 
value of the “illiquidity premium” on the table. (Illiquidity premium is the added return investors demand for 
holding an investment that cannot be easily or quickly sold/traded.) Investors benefit from this illiquidity premium 
via yields above those of similar liquid assets with equivalent credit risk. Capturing the value of the illiquidity 
premium benefits policyholders and promotes long-term investment across the real economy (which is largely 
private) by enhancing annuity and retirement products that help close retirement protection gaps. 
 
We suggest the Issues Paper acknowledge that these trends reflect not simply a search for yield but an evolution 
in insurers’ asset-liability management strategies. Insurers’ increased interest in “alternative,” often illiquid assets 
align with supervised practices and is consistent with sound risk management.  
 
For added clarity and balance, the Issues Paper should expressly recognize that these asset classes, along with 
continued supervisory emphasis on transparency, prudent valuations, sound ALM practices, and proper 
oversight, can improve returns for policyholders and foster financial stability in the sector. 

Global Federation 
of Insurance 
Associations 
(GFIA), Global 

GFIA believes the paper should characterise the trends of increased allocation to alternative assets and rising 
adoption of cross-border AIR as an evolution in insurers’ asset–liability management (ALM) strategies. While the 
paper attributes these trends in part to a “prolonged low interest rate environment” which led for a search for 
“higher yields and a move away from capital intensive products,” it must be recognised that insurers’ focus on 
matching illiquid liabilities with long-dated, higher-yielding assets has persisted even in the current higher-rate 
climate. During the low-rate period, many insurers recognised that overly liquid investments were not efficiently 
matching the illiquidity of policyholder liabilities. As a result, insurers have been increasingly capturing the 
illiquidity premium to the benefit of policyholders, helping to close protection gaps by enhancing annuity and 
retirement products. 

The text has 
been revised. 

Competitive 
Enterprise 
Institute, United 
States 

Introduction 
To the staff of the International Association of Insurance Supervisors (IAIS): thank you for the opportunity to 
comment on your recent issue paper pertaining to the risks of alternative assets. I am a policy researcher who 
specializes in financial regulation and policies impacting the US capital markets. More recently, I have focused 
on one of your members, the National Association of Insurance Commissioners (NAIC), USA and the potential 

The text has 
been revised. 



 
 
 
 

 

 

harms associated with their environmental, social, and governance (ESG) agenda.  My comment here highlights 
a separate set of concerns that I have with your paper on alternative assets. My understanding is that your paper 
is a means to dissuade insurance companies from relying on an array of private fund options to finance their 
customers’ life insurance policies. You view alternative assets with a high degree of caution and portray them 
with great skepticism relative to public stocks and bonds. 
  
My primary concern is that much of this criticism is unsubstantiated, lacking a solid foundation of evidence to 
justify such avoidance from an entire domain of assets. Every investment vehicle carries a set of associated risks 
and there are no perfect fund categories in the marketplace. It is imperative that insurance companies are aware 
of the real risks and benefits that come with alternative assets like private equity, real estate, structured 
securities, and infrastructure. 
  
I acknowledge that this IAIS paper does well to highlight several notable benefits of these assets, namely the 
penchant for generating superior returns, allowing for greater portfolio diversification, and flexibility in hedging 
against potential market downturns. However, this acknowledgement appears to be overshadowed by your 
frequent negativity and unjustified caution over insurance companies’ growing engagement with these funds. 
Your paper also does little to explain the potential shortcomings of public fund options in life insurance planning. 
For instance, there is no mention of well documented financial catastrophes, like the recent Silicon Valley Bank 
failure, associated with an overreliance on government bonds. 
 
My secondary concern is that you are using this paper to pressure your members to avoid alternative assets 
moving forward. You use this paper to subtly push for regulatory reforms in countries like the United States. This 
can be seen in the portions of the paper that allege a lack of market data among private funds. One can assume 
that this is code for a need to compel private fund disclosures so that such data can be more accessible. Yet, 
your paper overlooks how the U.S. Securities and Exchange Commission (SEC) attempted to compel costly and 
invasive disclosures of private funds through their “Private Funds Rule.” 
   
That rule was rightfully struck down by the Fifth Circuit Court of Appeals for its excessive demands that private 
fund managers share extensive information with their clients beyond the confines of Dodd-Frank. This paper 
appears to subtly endorse such a regime where private fund managers must disclose information about their 
funds in a manner that resembles or exceeds public fund disclosure. My comment will also explore the extent to 
which your paper may be used to drive industry policy against alternative assets. Such an approach risks market 
manipulation in the insurance industry. It’s not for the IAIS to excommunicate an entire class of assets simply 
because of overstated risks and unsubstantiated criticisms from an NGO. Such Trojan-horse style influence 



 
 
 
 

 

 

mirrors what the NAIC has pursued in the space of ESG and what you have advanced with insurance principles 
aligned in Diversity, Equity, and Inclusion (DEI). This should not be allowed to stand. Below, I outline my primary 
and secondary concerns with this issue paper in greater detail. I then conclude with some general thoughts 
about the IAIS. 
 
Citations for this section:   
(1) Stone Washington, “The Shadow Nonprofit’s Push for ESG,” Open Market (blog), Competitive Enterprise 
Institute, United States, April 4, 2024, https://cei.org/blog/the-shadow-nonprofits-push-for-esg/. (2) Stone 
Washington, “Court Rules Against Improper SEC Regulation of Private Equity, Hedge Fund Managers,” news 
release, Competitive Enterprise Institute, United States, June 5, 2024, https://cei.org/news_releases/court-rules-
against-improper-sec-regulation-of-private-equity-hedge-fund-managers/. 

International 
Actuarial 
Association (IAA), 
International 

In section 2, counterparty risk could be included 
The text has 
been revised. 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

N/A NA 

Bermuda 
International Long 
Term Insurers and 
Reinsurers 
(BILTIR), Bermuda 

We believe the Issues Paper should characterize the trends of increased allocation to alternative assets and 
rising adoption of cross-border AIR as an evolution in insurers’ asset–liability management (ALM) strategies. 
While the Issues Paper attributes these trends in part to a “prolonged low-interest rate environment” which led to 
a search for “higher yields and a move away from capital intensive products,” it must be recognised that insurers’ 
focus on matching illiquid liabilities with long-dated, higher-yielding assets has persisted even in the current 
higher-rate climate. During the low-rate period, many insurers recognized that overly liquid investments were not 
efficiently matching the illiquidity of policyholder liabilities. In addition to improved yields, these investments are 
providing stable long-term capital, lower volatility, reduced reinvestment risk, diversification, and potential risk-
adjusted return benefits. As a result, insurers have been increasingly capturing the illiquidity premium to the 
benefit of policyholders, helping to close protection gaps by enhancing annuity and retirement products. 

The text has 
been revised. 

Athora, Bermuda 

• The introduction establishes three key points for the alternative assets section of the paper: 1) establish a clear 
definition of alternative assets using principles, 2) obtain a better understanding of current trends and the drivers 
of this trend, and 3) evaluate related leverage, liquidity, credit, and capital-related issues associated with 
alternative assets. 
• As mentioned above, we do not believe that defining the broad term “alternative assets” is a helpful goal given 
the fact that the principles underpinning the definition are not unique to ‘alternative assets’ and are not 

The text has 
been revised. 



 
 
 
 

 

 

benchmarked against a taxonomy of principles that determine ‘high-quality bonds, equities, etc. to meet long-
term liabilities.’ 
• This is true of each ‘alternative’ assets included in the IAIS Consultation as each have their unique composition, 
market dynamics, and risk profiles. Applying an umbrella definition of ‘alternative’ diminishes the importance of 
understanding each asset’s key characteristics, attributes, risks and dynamics.  On this basis, such a general 
definition can undermine diversification, proportionality and active portfolio management with the unintended 
consequence for herd behaviour rather than focus on asset liability management. 
• We believe that focus on the drivers behind life insurers’ investment strategies in the context of their products 
and liabilities, highlighting life insurers’ asset-liability management (ALM) strategies would be more helpful. This 
will help to explain the private credit allocation trend that continued during a rising interest rate environment and 
provide a basis for balanced consideration of the merits of that trend given the asset liability management 
strategies of life insurers. 

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

It is recommended that rather than “establish[ing] a clear definition of alternative assets using principles and 
criteria to classify these investments.”, that IAIS form a working group to revise the term to be more informative 
for regulators rather than a prescriptive definition. The definition as introduced in the draft paper would infringe 
on jurisdictional deference on asset classification and reporting.  Should the IAIS decide to adopt a prescriptive 
definition, we suggest that a detailed technical analysis be conducted.  
 
This section of the Consultation suggests that many of these assets are new and unknown to insurance 
companies and their supervisors. This is not necessarily true in the absolute terms suggested by the 
Consultation. Insurance markets, such as the US, have a long history with assets backing long-dated liabilities, 
and supervisors have a long history with the risk management and governance of such assets. 
 
The third sentence in the first paragraph of this section should be amended to read, “These trends were driven in 
part by the prolonged low interest rate environment, prompting insurers to seek higher yields and move away 
from capital-intensive products.  These trends continue to be driven by fundamental characteristics well known 
by the regulatory community familiar with long-dated liabilities supporting consumers, such as illiquidity and 
strong asset-liability matching.” 

The text has 
been revised. 

Global Atlantic 
Financial Group, 
United States 

General comments on section 2 Introduction 
 
We suggest that the Introduction clearly articulate the context in which structural shifts are taking place—
including global macroeconomic trends, demographic pressures, and the need for long-term retirement 
solutions—to provide a comprehensive backdrop for the rest of the paper. 
 

The text has 
been revised. 



 
 
 
 

 

 

The paper would benefit from trend data and quantitative insights on AIR and alternative asset exposure across 
jurisdictions. A more balanced regional perspective beyond North America and Europe would enhance 
transparency and global relevance. 

 

Q4: General comments on section 3 Increased allocation to alternative assets in life insurers’ portfolios 

Organisation Comment received IAIS response 

General Insurance 
Association of 
Japan, Japan 

We welcome the progress made by this IP in understanding and analyzing the current situation regarding 
"structural shifts in the life insurance sector". 
As noted in this section, the data indicates that the current trend of increased alternative investments by life 
insurers is being driven by a small number of large insurers in a few jurisdictions, and does not represent a 
significant exposure to the insurance sector as a whole. 
Therefore, when continuing to collect and analyze information in the future, it would be desirable to take a 
balanced approach, such as conducting detailed studies separately for the relevant jurisdictions and insurance 
companies, and using already reported data for the sector as a whole. 

GME data has 
been used to 
quantify the 
trends. More 
benefits were 
added to balance 
the paper. 

Institute of 
International 
Finance, United 
States 

Classification and Definition Issues 
The principles-based definition of alternative assets, characterized as those "which display a high degree of 
either valuation uncertainty, illiquidity or complexity or a combination of these," is overly broad, potentially 
capturing many conventional publicly traded investments, while also being inconsistently applied throughout the 
Paper's own analysis. 
We have several concerns with the current classification approach: 
First, there is profound jurisdictional variation in what constitutes an "alternative" asset. What is considered 
alternative in one market may be considered traditional in another. For example, there are jurisdictions that 
classify assets such as corporate bonds as "alternative"— categorizations that would be considered 
inappropriate in many other markets. This jurisdictional diversity is further complicated by the fact that the term 
"alternative" suffers from historical bias, having traditionally referred to higher risk investments such as hedge 
funds or distressed debt. In stark contrast, the modern market for non-public fixed income (often labelled 
"alternative") now exceeds $40 trillion, with a large share of these instruments rated investment grade and 
aligning well with long-dated insurance liabilities. This disconnect between historical perceptions and current 
market realities demonstrates why attempts at global standardization of asset categories are inherently 

Proportionality 
and jurisdictional 
differences apply. 



 
 
 
 

 

 

problematic, as the "alternative" labelling may bring undue scrutiny to high quality, well-supervised, traditional 
investments. 
Second, the Paper's approach creates an internal contradiction. While claiming to adopt a principles-based 
definition, it simultaneously provides an indicative list of asset classes in Table 1, undermining its own principles-
based approach. This inconsistency highlights the fundamental difficulty in attempting to create rigid 
categorizations for assets that exist across a spectrum of characteristics. 
Third, the risk characteristics cited (valuation uncertainty, illiquidity, complexity) are not binary properties but exist 
on a spectrum with significant variety even within asset classes. Two investments within the same category, such 
as private equity or private credit, may have dramatically different risk profiles. Moreover, these characteristics 
are often already incorporated into existing valuation and risk management methodologies, making separate 
classification systems redundant and potentially confusing. 
Lastly, the analysis in the Paper lacks a coherent methodology. Figure 2 presents a subjective classification of 
asset classes according to perceived characteristics without empirical substantiation or appropriate market size 
weighting, potentially leading to inappropriate conclusions about relative risks. Similarly, Figure 3 lacks empirical 
foundation regarding the criteria used by different supervisors, rendering its conclusions primarily anecdotal. 
In light of these concerns regarding overly broad classification, we recommend the IAIS acknowledge the 
inherent limitations of attempting to create a universal taxonomy of alternative assets. A more effective approach 
would focus on the underlying risk characteristics—valuation uncertainty, complexity, and liquidity challenges—
rather than rigid asset categorizations. This would allow for more targeted risk assessment while recognizing that 
jurisdictional supervisors possess the specialized knowledge necessary to evaluate these characteristics within 
the context of their specific markets, regulatory frameworks, and economic conditions. 
The inclusion of Section 3.2.1 on shifts in financial intermediation does not follow logically the discussion on 
asset allocation in the insurance industry and it is not apparently clear the purpose of the discussion on the 
potential transfer of assets between sectors. Such sections should be more clearly linked to the overall narrative 
of the Paper and possibly placed in a different section. 
While a cross-sectoral approach to classifying alternative assets may be helpful, the risk management and 
supervisory treatment of such assets should reflect the specific business models of different financial sectors, 
particularly the distinct liability profile and time horizon of insurers compared to banks. Box 1 on banking 
regulatory requirements should more properly recognize the fundamental differences in business models and 
liability structures between banks and insurers. 
Overall, the characterization of alternative assets throughout the Paper does not reflect the growing investment 
grade component of this market, and can appear at odds with public sector initiatives encouraging insurers to 
increase investments in private markets to support economic growth, infrastructure development, and capital 
markets, including securitization. This creates regulatory inconsistency that complicates insurer investment 



 
 
 
 

 

 

strategies. 
Given the significant variation in alternative investment strategies across insurance markets, we caution against 
developing one-size-fits-all supervisory guidance, which would not appropriately reflect jurisdictional differences 
in market structure and regulatory approaches.  
Proportionality and Whole-Balance Sheet Approach 
The assertion that investments in alternative assets constitute a ‘structural shift’ in the life insurance sector 
requires further substantiation. These assets have long formed part of insurers' investment and diversification 
strategies and are already recognized in numerous jurisdictional investment guidelines. Regulatory frameworks 
such as Solvency II and other solvency regimes already incorporate specific treatments for alternative assets 
through tailored capital charges that reflect their risk characteristics. This existing regulatory recognition 
contradicts the notion that there has been a fundamental shift requiring new supervisory approaches. 
The supervisory assessment of alternative assets in the Paper requires reconsideration based on observed 
market conditions and ensure proportionate regulatory oversight. The Paper acknowledges in Section 3.2 that 
jurisdictional data does not indicate significant allocations to alternative assets, and that observed trends could 
be driven by a small number of insurers. IAIS data indicate that current median allocations are just 2% for 
securitizations and 7% for loans and mortgages, with the trend largely driven by a limited number of groups. 
Supervisory resources would be better directed toward those specific insurers where the use of alternative 
assets may raise legitimate supervisory issues. 
The Paper should take a “whole balance sheet” approach that considers insurers' investments in alternative 
assets in relation to the liabilities those assets support. Assessing assets in isolation without considering the 
corresponding liabilities is methodologically unsound in an industry where managing assets and liabilities 
together is a fundamental principle of risk management. 
The Paper should better recognize the extent to which insurers actively manage risks associated with alternative 
assets in accordance with the prudent person principle. Many of the concerns raised in the Paper are already 
addressed through established risk management frameworks implemented by insurers. We would ask that the 
comments regarding 'herd behavior' in Sections 3.1 and 5.3 be substantiated with empirical support. 
Several other risks cited in the Paper contain limitations that would benefit from further discussion and analysis: 
• Section 3.5.1 on valuation concerns potentially overstates challenges without recognizing sophisticated 
methodologies that insurers have developed, and does not adequately distinguish between valuation challenges 
that create genuine prudential concerns versus those that are merely operational. 
• Section 3.5.2 on hidden leverage provides an overly broad description that could capture legitimate investment 
strategies, with little empirical evidence presented to support concerns about hidden leverage in insurers' 
portfolios. 
• Section 3.5.3 incorrectly assumes that alternative assets carry materially higher liquidity risk. Regulators should 



 
 
 
 

 

 

evaluate liquidity risk from a whole balance sheet perspective, rather than focusing exclusively on asset 
characteristics, and should consider insurers' sophisticated liquidity management techniques. "Illiquidity" should 
be analyzed holistically, incorporating both liabilities and assets into a comprehensive stress testing framework. 
When a (re)insurer's regulator has implemented robust liquidity stress testing methodologies, declining asset 
liquidity may not necessarily indicate elevated risk. This integrated approach recognizes that long-term liabilities 
can appropriately match less liquid investments, creating a balanced liquidity profile even when the asset 
portfolio includes alternative investments. 
• Section 3.5.4 on links to PE firms assumes conflicts cannot be effectively managed through existing 
governance frameworks and overlooks potential benefits of PE expertise in managing certain alternative assets. 
As previously noted, supervisors already have sufficient tools to address investments in alternative assets within 
existing frameworks; extensive new supervisory approaches are not supported by the evidence presented and 
would not be proportionate to the risks identified. 

The Geneva 
Association, 
International 

See our response to question 1 
See comments in 
section 1 

American Council 
of Life Insurers, 
United States 

ACLI recommends the IAIS reconsider the nomenclature used to describe the assets under discussion to avoid 
misunderstandings about the nature of those assets. Historically, the term “alternative” was associated with 
hedge funds, distressed debt, or other opaque strategies that may lack a secondary market. As noted previously, 
ACLI recommends finding another label to avoid confusing investment grade private credit/structured credit with 
highly leveraged or speculative strategies. However, acknowledging the usefulness of a reference term for the 
broad category of assets being studied without any intended negative connotation, ACLI will use the term 
“alternative” throughout this paper when referring to the asset classes in focus.  
 
The ACLI generally endorses principles-based approaches. However, we are concerned that the proposed 
approach is not truly principles-based and categorizes "alternative” assets based on global regulators’ 
perceptions of illiquidity, complexity, or valuation uncertainty. This may inadvertently undermine well-supervised 
assets in which U.S. life insurers regularly invest. Rather than defaulting to a single bucket of assets deemed 
“alternative”, a principles-based approach could differentiate asset classes by actual risk characteristics (e.g., 
credit rating, liquidity profile, or structure), recognizing that risk characteristics will vary by jurisdiction. The 
approach should also consider that an evaluation of assets should be relative to the liabilities they are supporting 
and therefore consider the duration, liquidity, and other characteristics of the associated liabilities.  
 
Categorizing assets without accounting for their jurisdiction can be misleading.  The mapping exercise (Section 
3.3.3) assesses regulators' views on the degree to which assets meet the three principles in the alternative asset 

Noted. More 
detailed analysis 
can be 
considered in an 
Application 
Paper. 
Proportionality 
and jurisdictional 
differences apply. 



 
 
 
 

 

 

definition: valuation uncertainty, illiquidity, and complexity. The results reflect the challenge of trying to classify 
the same asset class in different markets, when the risk characteristics of the same asset may vary by 
jurisdiction. For example, when the IAIS applied the “principles based” definition in Section 3.3.3, CLOs were 
identified as harder to value than hedge funds, which is not the case in the U.S. market (see Figure 2). It is not 
clear how or if the IAIS plans to reconcile these inconsistencies.  
 
ACLI acknowledges that there are differences in jurisdictional classification and regulation of assets, however we 
do not believe these differences – which tend to reflect jurisdictional market conditions, historical investment 
practices, and regulatory frameworks – demonstrate a need for “a more consistent and harmonised approach to 
defining and regulating “alternative” assets.” While there may be merit to discussing whether the IAIS needs a 
potential framework for understanding trends in insurers’ assets and liabilities, the existence of differences 
between jurisdictions does not create a need for the IAIS to attempt to superimpose a one-sized fits all regulatory 
regime on jurisdictions with vastly different markets and capabilities. That may not have been the intent of the 
Paper’s authors – however, if that is the case, we strongly recommend revising the Paper to make it clear that 
the application of the definition application will remain jurisdiction specific and there is no intent to create a “list” 
of “alternative” assets. 
 
National supervisory frameworks vary for valid reasons, and a one-size-fits-all approach risks undermining 
functional, risk-aligned systems that already meet or exceed IAIS standards. Global harmonization efforts must 
not override legitimate jurisdictional differences or stifle local regulators’ ability to tailor their own regulations to 
“alternative” assets and AIR. 

Alternative 
Investment 
Management 
Association, 
Global 

As noted above, we dispute the IAIS Consultation's assertions regarding when insurers began investing in 
"alternative" investments and recommend that the final version should explicitly recognize the very long history of 
life insurers making a variety of alternative investments, particularly private loans, such as for real estate, 
agriculture, and other assets. This should not be surprising, as noted recently by SEC Commissioner Hester 
Peirce, "Private credit … has been around for ages —longer than public credit markets."   
 
For instance, life insurers in the US market have long made private loans to companies, which are often safer 
than similar publicly traded bonds. That is because private placements allow insurers to tailor maturities and 
structures to their liability profiles, minimizing interest rate risk and enhancing balance sheet stability. Through 
private placements, insurers often secure stronger creditor protections by incorporating tighter covenants, senior 
positioning in the capital structure, or collateral arrangements, which reduces credit risk compared to public 
bonds. In addition, private placements are less exposed to market volatility and daily price fluctuations. For these 
reasons, we do not agree with the IAIS Consultation, which implies that alternative investments are inherently 

Noted. Protection 
gaps and 
meeting growing 
demand for 
retirement 
savings are out of 
scope for this 
issues paper. 



 
 
 
 

 

 

riskier than public ones. 
 
Further, given this history in the US and the increase (though very modest as a total percentage of investments) 
in private credit investment by US insurance companies, the paper seems overly focused on the US insurance 
market. This is inappropriate broadly, and is specifically inappropriate, given the rigor of the US supervisory 
regime. 

Everlake Life, US 

We recommend the IAIS cease using “alternative assets” as an official term.  As used in the entire Consultation, 
the term conflates well known and understood, low-volatility, investment-grade private credit with highly 
leveraged or speculative strategies. As defined in the Consultation, alternative assets are being indicted without 
fully evaluating their characteristics.  
  
Rather than attempting to develop a list of assets of concern and attaching a label to such a list, we suggest 
focusing on the asset characteristics of concern (e.g., liquidity, valuation uncertainty, etc.) and how those risks 
are managed by the life insurance industry and then defining a scope based on those characteristics.  And as the 
IAIS well understands, any asset characteristics should also be evaluated relative to the associated liabilities. 
 
We broadly support principles-based approaches. We are concerned that the Consultation discusses ideas that 
are not not truly principles-based; rather the Consultation labels certain assets as "alternative” and seems to be 
based on global regulators’ perceptions of illiquidity, complexity, or valuation uncertainty. This does not account 
for well-supervised assets, such as those in which U.S. life insurers regularly invest and the US regulatory 
community regularly supervises. 
 
As an example, in section 3.3.3, “principles based” definition in Figure 2 asserts that CLOs were identified as 
harder to value than hedge funds, which is not the case in the U.S. market. The Consultation would be improved 
by considering these factors and removing inconsistencies. 

Noted. Increased 
focus on risk 
management 
practices can be 
considered in an 
Application 
Paper. 

Athene, USA 

As a leading contributor to the industry-wide expansion of investment grade private credit, Apollo/Athene, USA 
welcome the IAIS’s analysis and offers three clarifications: 
 
    1. “Alternative” Does Not Equal “Riskier.” 
The vast majority of life insurer investment portfolios are investment grade and are governed by thorough capital 
and liquidity safeguards. Historically charged, label-based distinctions obscure the true, often lower, risk profile of 
these assets. 
 
    2. ALM Advantage and Policyholder Benefit. 

Noted. ALM and 
illiquidity 
premiums has 
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       - Match-Funding Unlocks Illiquidity Premia. By aligning long-dated annuity and pension liabilities with 
appropriately long-dated, often less-liquid instruments, insurers can capture an illiquidity premium that directly 
accrues to policyholder returns, narrowing retirement income gaps without increasing firm-level or systemic risk. 
       - Reinvesting in Retirement Security. After returning more than 80% of aggregate market capitalization to 
shareholders over recent years, life insurers are now redeploying fresh capital into private credit solutions that 
finance productive, long-term projects, supporting both infrastructure and durable policyholder guarantees. 
       - Enhanced Stability in Stress Scenarios. Our extensive balance sheet stress testing demonstrates that 
match funded portfolios materially reduce forced asset sales and dampen valuation swings when rates move 
sharply. These results are publicly disclosed in Athene, USA’s annual stress test report (Appendix, slide 11), 
setting a transparency benchmark for the industry. 
 
    3. Shift is Economy-Wide, not “PE-Only.” 
The migration toward private markets spans the entire sector – banks, independent insurers and mutuals alike – 
not just firms that happen to have affiliated private equity businesses. In the U.S., non-banks now supply 67% of 
corporate credit; in Europe, further insurer participation would diversify a system still 70% bank funded. (Oliver 
Wyman, 2023, The EU Banking Regulatory Framework, p.13). 
 
Please see more expanded discussion below that supports these three clarifications. 
 
RISING IMPORTANCE OF PRIVATE MARKETS 
Recent years have seen a profound shift in how companies, governments, and infrastructure projects access 
capital; long dominated by banks and public markets, financing is increasingly coming from “private credit.” This 
term, once narrowly associated with small, often risky leveraged loans, has grown by our estimate into a $40 
trillion-plus ecosystem that now funds a vast range of real-economy needs. (Appendix, slide 3).  Contrary to 
earlier perceptions, this private credit market is largely investment grade, suitable for funding long-term, stable 
projects such as infrastructure and real estate-with sound underwriting standards and often lower leverage. 
 
EVOLVING PUBLIC MARKETS, GROWING IMPORTANCE OF PRIVATE CAPITAL  
Over the last decade, public markets have become increasingly concentrated. In the United States, the number 
of publicly listed firms has reduced by half since 1996, and the top 10 firms in some major indexes now comprise 
over 1/3 of total market capitalization. In 1997, the U.S. had ~8,000 public firms, a number that has since 
declined to ~4,000. (Roe and Wang, Feb. 27, 2023, Are Public Firms Disappearing? Corporate Law and Market 
Power Analyses, pp. 5-7).  Moreover, ~80% of U.S. equity market capitalization is captured in the S&P 500, with 
just 10 stocks constituting ~37% of that index. This shift has propelled more corporates – and, by extension, 



 
 
 
 

 

 

insurers – toward private markets for diversification and yield enhancement. Roughly 87% of U.S. companies 
with revenues >$100 million are private, and in Europe that figure is ~96%. (S&P Capital IQ, January 2022).  
 
This mirrors a broader global pivot away from large-scale public listings and toward private forms of capital. 
These range from smaller, directly negotiated loans to large, multi-billion-dollar financings for investment grade 
borrowers. Across North America, Europe, and the Asia-Pacific region, borrowers have turned to private credit 
solutions offering customized structures and competitive long-term financing. Without access to alternative 
financing sources, the real economy would stagnate. (See IMF, April 2024, Global Financial Stability Report: The 
Last Mile: Financial Vulnerabilities and Risks, p. 54-56). 
 
THE CONVERGENCE OF PUBLIC AND PRIVATE MARKETS (i.e., normalization of private) 
The IAIS should also account for the fact that private markets are converging with public markets along several 
dimensions: 
 
   1. Ratings and Transparency. Rating agencies and regulators now devote more resources to monitoring 
private credit, aligning it with public debt. Today’s syndicated loans and 144A market instruments often have 
disclosure norms, bridging the “opacity” gap once associated with private issues. The convergence trend is 
leading to more "observable" pricing for private assets as more sophisticated issuers and investors participate 
and even trade in the market.  As these trends continue, private credit (of investment grade quality) will be 
assessed from a risk standpoint very similarly to public credit. 
 
   2. Investment Grade Borrower Profile: Issuers in private markets are no longer merely middle-market or early-
stage corporates accessing private capital.  In Apollo's case, private capital is increasingly utilized by blue-chip, 
investment grade borrowers (e.g., AT&T, AB InBev, Intel) that are seeking tailored financing structures, surety 
and speed of execution, and/or other benefits described above.  (See, e.g., The View from Apollo, Feb. 14, 2025, 
How Can Private IG Enhance Fixed Income Allocations?)  In total, more than 75% of Apollo's credit origination in 
2024 was investment-grade. 
 
   3. Liquidity. Public markets have seen liquidity degrade during periods of volatility (e.g., surging portfolio 
trades, fewer single-name trades), including during the most recent period of economic volatility. (Appendix, slide 
5).  Meanwhile, certain private instruments – such as actively traded Collateralized Loan Obligation (CLO) 
tranches which are 144A exempt from SEC registration in the U.S. and are therefore private – have become 
more liquid than many off-the-run public bonds. Over time, we foresee partial convergence of pricing and risk 
assessments across the two domains.  



 
 
 
 

 

 

       -        In fixed income, primary dealer inventories post-GFC have significantly reduced (by a factor of 10) 
while the size of the market has tripled, significantly impacting market depth;  the time it takes to trade an 
investment grade corporate bond without moving its price is now ~5 days (versus one day pre-GFC), and a 
sizeable share of trading activity now takes place via ETFs and portfolio trading, masking the relative illiquidity of 
single-name public bonds. (Appendix, slide 5); (Wu, Oct. 2021, Increasing Corporate Bond Liquidity Premium 
and Post-Crisis Regulations, pp. 22-30). 
       - Equity markets have been similarly impacted. There are significantly fewer public companies, impacting 
overall trading liquidity in public markets. Moreover, the increase in ETFs and index funds means that much of 
the trading activity is driven by passive index holdings (as indicated by significant trades at the time of index 
rebalancing). The significant levels of volatility recently experienced also contributes to reduced liquidity as 
buyers and sellers face heightened risks. (Reserve Bank of Australia, Oct. 2020, Assessment of ASX Clearing 
and Settlement Facilities – Response to COVID-19).   
       - Conversely, private markets are seeing growing liquidity. Instruments such as CLOs that are 144A exempt 
from U.S. securities registration (and are therefore “private”) are becoming increasingly liquid, with bid-ask 
spreads tightening and annualised turnover increasing.   Liquidity in traditional private placements has also 
improved well beyond traditionally perceived levels and projects to continue improving in the coming years via 
secondary trading and new products (e.g., ETFs);   
- In private equity, the continued growth of secondary deals and use of private market exchanges speaks to 
improving liquidity options. (See, e.g., J.P. Morgan, Apr. 2024, The rising tide of secondaries: investors seek 
private market liquidity, pp. 4-6; Nasdaq Private Market, Selling Your Private Stock: Understanding the 
Essentials). 
 
   4. Risk Tolerance. Investors are slowly discarding the notion that “private equals risky,” recognizing that large 
swaths of the private market involve investment grade exposures, with default rates on senior private loans often 
lower than equivalently rated public bonds. 
 
   5. Valuation Transparency. From a global perspective, the convergence trend is leading to more "observable" 
pricing for private assets as more sophisticated issuers and investors participate and even trade in the market. 
Furthermore, as the market develops and more holders of the same assets (or asset classes) emerge, the 
increase in market depth and breadth will add to price discovery and transparency such that private markets will 
function even more efficiently. 
 
(See also responses to Q8 below on benefits associated with alternative assets). 
(Appendix, slides 3, 4). 



 
 
 
 

 

 

Global Federation 
of Insurance 
Associations 
(GFIA), Global 

GFIA welcomes the progress made by this issues paper in understanding and analysing the current situation 
regarding "structural shifts in the life insurance sector". 
As noted in this section, the data indicates that the current trend of increased alternative investments by life 
insurers is in a few jurisdictions and does not represent a significant exposure to the insurance sector as a 
whole.  
 
Therefore, when continuing to collect and analyse information in the future, it would be desirable to take a more 
balanced approach, such as conducting detailed studies separately for the relevant jurisdictions and insurance 
companies, and using data already reported for the sector as a whole. 
 
IAIS data indicate that current median allocations are just 2% for securitisations and 7% for loans and 
mortgages, with the trend largely driven by a limited number of groups. GFIA therefore calls for a balanced 
interpretation. 
 
GFIA believes the real risks associated with alternative assets are in their use by nonexperts. The goal should 
not be to limit what is not necessarily well understood but rather to understand, adapt, and ensure appropriate 
risk management for the evolving investment universe. Supervisory attention should focus on the tools needed to 
understand, assess, and monitor insurers within the supervisor’s purview, and the frameworks that will ensure 
adequate risk management and risk governance to minimise conflicts of interest. 

GME data has 
been used to 
quantify the 
trends. More 
benefits were 
added to balance 
the paper. 

Competitive 
Enterprise 
Institute, United 
States 

IAIS shouldn’t excommunicate alternative assets by ignoring their inherent benefitsThe IAIS’s issue paper paints 
a mostly negative portrayal of alternative assets. Aside from the internal study conducted on various forms of 
alternative assets exposure to risk, there isn’t any concrete evidence to warrant such negativity. While there is an 
inherent set of risks associated with many alternative assets, including greater illiquidity and complexity, this 
does not necessarily mean that they are inferior options or less well-rounded than public funds. Heightened fund 
complexity is in the eye of the beholder and can be well managed with prudent financial judgment. Many money 
managers are well equipped to invest in private funds relative to their firms’ time horizons. Some of the largest 
US asset managers focus primarily on life insurance policies for their clients. Lining portfolios with alternative 
assets can also be used to complement their less complicated public counterparts. This can mitigate certain risks 
that are more common among public funds by cushioning the overall effects of market downturn or volatility.  
Having a mixture of complexity in one’s portfolio also speaks to the fund diversification strength that IAIS 
highlights.IAIS is also forced to concede that private funds tend to outperform public funds in the long term. One 
of the reasons why certain private funds are more illiquid is because of contractual requirements for these to be 
held for longer periods of time before being realized by the client. Private funds are held longer than mutual 
funds because they are designed by private equity firms for long-term value. In this way, private equity can serve 

The benefits 
section has been 
enhanced. 



 
 
 
 

 

 

as natural complement to life insurance policies, which aren’t expected to be realized until after the policyholder 
has passed away. Given that both life insurance policies and private equity are structured around long-term 
value realization, the longer holding period for private funds relative to public funds makes sense.IAIS appears to 
underplay the benefits of private funds relative to their more widely used public fund counterparts. Some likely 
reasons why we are seeing a shift toward private fund reliance may be due to companies realizing the suitability 
of diversified insurance portfolios and better long-term value. The paper only briefly mentions that private funds 
tend to possess a low correlation with public funds.  Such a weak relationship makes private funds less 
vulnerable to the market shocks that leave stock and bond holders’ hardest hit. Fund managers are increasingly 
attracted to evergreen and long-term fund options due to their constantly available supply of discretionary capital.  
Evergreen funds have been hailed for strong performance and lower volatility, the detailed recognition of which 
was lacking in this issue paper. Multiple research studies have shown that private equity has consistently 
outperformed other asset classes when generating the strongest source of returns for pensions. Specifically, the 
American Investment Council, United States has demonstrated this fact for the last 12 years, revealing that many 
state pension funds rely most heavily on returns generated from private equity.  Like life insurance policies, state 
pensions are held in the long-term and typically cannot be realized until the end stages of a client’s career. This 
makes private equity a suitable investment source given its penchant for generating higher levels of returns the 
longer these funds are held.Citations for this section:(3) V. Gail Brannock, “Helping clients diversify their 
portfolios with life insurance,” Advisor Advocate Blog, Nationwide Insurance, October 7, 2024. 
https://www.nationwide.com/financial-professionals/blog/planning-guidance/articles/helping-clients-diversify-their-
portfolios-with-life-insurance. Reinforcing my point, Brannock points out how diversifying one’s portfolio (with 
public and private funds) “can help hedge against volatility and inflation. It can also facilitate income planning for 
living benefits and funding an inheritance.” 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

Balancing Risks, Opportunities, and Regulatory Perceptions of Alternative Assets 
 
As alternative assets continue to play an increasingly significant role in global capital markets, it is critical that 
policymakers and supervisory authorities strike a balanced approach in assessing the associated risks and 
opportunities. While the Draft Issues Paper recognizes that “alternative assets offer benefits such as 
diversification, higher potential returns, and alignment with long-term liabilities”  (Draft Issues Paper, Executive 
Summary, page 5), it also risks relying on misperceptions of alternative assets in arriving at its conclusions and 
recommendations. We take this opportunity to provide an additional perspective on the role of alternative assets, 
the perceived risks associated with them, and how those risks are managed. 
  
Drivers for the Growth in Investment in Alternative Assets 
 

The benefits 
section has been 
enhanced. 



 
 
 
 

 

 

Before considering whether the supervisory materials for the Insurance Core Principles (“ICPs”) and Common 
Framework for the Supervision of internationally active insurance groups (“ComFrame”) should be enhanced to 
address the increased allocation to alternative assets in life insurers’ portfolios, it is critical to understand the 
broader context and drivers for investments in alternative assets.  
 
The Draft Issues Paper notes that “traditionally, life insurers have relied on high-quality bonds and equities to 
meet long-term liabilities,” but “prolonged low interest rates and the need for higher returns and diversification 
have led insurers to increase their investments in alternative assets such as private equity (PE), real estate, 
infrastructure, hedge funds and private debt.” (Draft Issues Paper, Executive Summary, page 5).  The Draft 
Issues Paper also observes that the trend is continuing even with rising interest rates. (Draft Issues Paper, 
Executive Summary, page 5). 
 
While we agree that traditionally life insurers, particularly in the United States, have relied on high-quality bonds 
to meet long term obligations, we have observed few life insurers with material allocations to equities. This is in 
contrast to non-life insurers who traditionally have allocated a larger proportion of their capital bases to equities.  
 
In fact, the continued trend among life insurers toward alternative assets despite rising interest rates strongly 
suggests that investment drivers are not limited to interest rates and higher yields. Instead, these investors are 
also considering a variety of additional factors including the ability to enhance management of duration, 
diversification, and credit risk. With respect to credit risk, for example, stronger covenants can be negotiated in 
the private debt market than those that are typically afforded in the public debt markets which has contributed to 
lower default experience.  (See e.g., The Critical Role of Covenants in Private Credit, UBS Research Report 
(September 13, 2024), available at https://www.ubs.com/uk/en/assetmanagement/insights/asset-class-
perspectives/private-credit/articles/the-critical-role-of-covenants-in-private-credit.html; LSTA and DealCatalyst 
Annual CLO Conference Recap, KBRA, UNITED STATES Research Report (May 2, 2025), available at 
https://www.KBRA, United States.com/publications/rnMYVWQg/lsta-and-dealcatalyst-annual-clo-conference-
recap; and Private credit may outperform public bonds as defaults rise, Goldman Sachs research (May 11, 
2023), available at https://www.goldmansachs.com/insights/articles/private-credit-may-outperform-public-bonds-
as-defaults-rise; and Privately Placed Debt on Life Insurers’ Balance Sheets: Part 1—A Primer, Chicago Fed 
Letter, No. 493 (May 2024) (focused on private placements), available at 
https://www.chicagofed.org/publications/chicago-fed-
letter/2024/493#:~:text=Our%20two%2Dpart%20Chicago%20Fed%20Letter%20series%20fills,and%20the%20a
ppeal%20of%20these%20investments%20to).    
 



 
 
 
 

 

 

Also, given the sustained expansion of life and annuity business across multiple jurisdictions, private credit 
markets offer insurers a prudent means to originate and structure assets with cash flow profiles that more closely 
match the timing and duration of their liabilities. This enhances asset-liability management effectiveness and 
reduces reliance on the often limited supply of appropriately matched fixed income instruments available in 
public markets.  
 
As the IAIS continues its work in this area, we would encourage the IAIS to consider the full range of dynamic 
factors that may contribute to the upward trend in alternative asset allocation in life insurer investment portfolios.  
Additional KBRA, UNITED STATES insights into private credit trendlines for 2025 are provided in KBRA, 
UNITED STATES Sector Outlook: Private Credit: 2025 Outlook (January 14, 2025), available at 
https://www.KBRA, United States.com/publications/tYnMfhCN/private-credit-2025-outlook. 

Bermuda 
International Long 
Term Insurers and 
Reinsurers 
(BILTIR), Bermuda 

This section downplays the sound ALM-based rationale for increased allocations to less liquid assets. Insurers 
have discovered that overly liquid investments do not efficiently match the stable, illiquid liabilities they maintain 
for policyholders. This “illiquidity premium,” generated by increased allocations to alternative assets, is largely 
accruing to policyholders via improved retirement annuities and long-term products. 
 
We believe the real risks associated with alternative assets are in their use by nonexperts and their potential for 
abuse by those who have been incentivised to grow their assets under management to increase fee revenue at 
the expense of taking on excessive asset risk. Supervisory attention should focus on the tools needed to 
understand, assess, and monitor insurers within their purview, and the frameworks that will ensure adequate risk 
management and risk governance to minimize conflicts of interest. The goal should not be to limit what is not 
necessarily well understood but rather to understand, adapt, and ensure appropriate risk management for the 
evolving investment universe. BILTIR believes that transparent and robust regulatory cooperation and 
information sharing are essential in supervising AIR. 

  

Athora, Bermuda 

As noted above, the Issues Paper needs to re-frame when insurers began investing in “alternative” investments 
to recognize the very long history of life insurers making a variety of alternative investments. 
 
This is recognised in Europe with the focus on long-term guarantees (particularly the volatility adjustment and 
matching adjustment) as part of the evolution of Solvency II and more recently in the Solvency II review with 
recognition of the role of life insurers as investors in infrastructure.   
 
We note the analysis in Swiss Re’s Sigma 2/2024 (p11.) of portfolios in the Japanese market that shows the 
length of time that life insurers have been invested in ‘alternative’ assets and the evolution of different types of 
assets as proportions of the entire portfolios within the Japanese market over the last 70 years.   

Noted. The paper 
has been 
enhanced with 
some of these 
aspects. Other 
aspects will be 
considered in 
future work eg  
an Application 
Paper. 



 
 
 
 

 

 

 
In this context, it is important that the analysis in the Issues Paper focuses on 
• overall balance of risk rather than the allocation to ‘alternatives’ in isolation;  
• risk in the context of the liabilities/products of life insurers; and 
• diversification within portfolios – concentration both in terms of use of defined terms and risks within a portfolio 
can be a more significant indicator of risk, particularly in cases where regulatory activity creates herd behaviours 
in a broad asset class (e.g. equities in the case of the UK when Life Insurers sold out of equities on regulatory 
instruction in 2003). Additionally, the European Systemic Risk Board commented that “one lesson of the global 
financial crisis was that a more diversified set of funding sources for the economy is important when the banking 
system becomes impaired. This narrative of a ‘spare tire’ still holds true.” 

Global 
Communications 
Group, United 
States 

We would like to provide that some assets that may be considered as alternative assets in the issues paper may 
be considered traditional investments in certain jurisdictions. Further, certain jurisdictions have developed 
regulations improving transparency of some alternative assets beyond the insurance supervisor’s jurisdiction. We 
agree that it is essential for insurers to maintain robust risk management practices and for regulators to monitor 
industry trends and minimize potential adverse effects. In jurisdictions where the structural shift is happening, 
insurers and regulators have adapted best practices that appropriately respond to these shifts. The regulators in 
these jurisdictions have implemented policy that incentivizes prudent risk management. 

Noted. 

Pinpoint Policy 
Institute, United 
States 

Section 3 – Increased allocation to alternative assets in life insurers’ portfolios 
 
U.S. life insurers’ increased allocation to alternative assets has been a rational response to economic conditions 
and a means to improve portfolio yields. The IAIS defines alternative assets broadly to include investments such 
as private equity, hedge funds, privately placed credit, real estate, infrastructure, and other non-traditional 
instruments. As noted in the Issues Paper, the prolonged low-interest rate environment of the past decade 
incentivized insurers to seek higher returns and better asset-liability matching through these asset classes. Even 
as interest rates have risen more recently, insurers continue to find value in alternatives for diversification and 
inflation hedging.  As the Issue paper notes, alternative assets can offer significant benefits, including higher 
potential returns, risk diversification, and alignment with long-term liabilities, which ultimately can enhance 
insurers’ ability to meet policyholder obligations.   
 
The IAIS’s treatment of alternative assets focuses heavily on potential risks related to valuation uncertainty, 
illiquidity, opacity, and leverage, while underappreciating the compelling reasons why insurers have adopted 
these investments, especially in a low-interest-rate and inflation-uncertain world. Alternative assets such as 
private equity, infrastructure, real estate, and private credit allow insurers to better match long-duration liabilities, 
capture illiquidity premia, and diversify their portfolios in ways traditional fixed income cannot.  

The paper has 
been balanced 
with the inclusion 
of more benefits. 



 
 
 
 

 

 

 
Extensive empirical evidence the underscores that insurers investing in alternative assets experience superior 
risk-adjusted returns.  Moreover, these returns have proven resilient even during periods of public market 
volatility. Infrastructure, in particular, aligns naturally with the long-dated liability profiles of life insurers and 
provides predictable, inflation-linked cash flows of the sort that regulators should favor. 
 
In the United States, portfolio risks are addressed through a combination of regulatory tools and market 
practices. State regulators have established clear guidelines on asset valuations and concentration limits. 
Insurers must adhere to statutory accounting rules that often require conservative valuation of illiquid assets, and 
they report detailed schedules of such investments for regulatory review.  
 
Additionally, U.S. insurers’ participation in alternative asset markets has broader economic benefits that should 
not be overlooked. Insurers serve as major institutional investors, providing capital for infrastructure projects, real 
estate development, and securitized credit – activities that support economic growth and innovation. The IMF 
Global Financial Stability Report illustrates that insurers are increasingly vital sources of non-bank financing and 
that their investment in alternatives can enhance systemic resilience when properly regulated.  
 
The European experience under Solvency II provides a cautionary tale: overly restrictive capital rules can 
severely dampen insurers’ investment in important asset classes. European insurers currently hold only 0.33 
percent of their portfolios in securitizations, compared to 17 percent for U.S. insurers, largely because Solvency 
II’s high capital charges and onerous due diligence requirements disincentivize such investments.  The result has 
been an anemic securitization market in Europe, limiting the funding available for households and businesses.  In 
one striking example, “securitization of US data center debt has totaled $35 billion since 2018, according to 
JPMorgan, as of March 2025,” whereas the EU has not seen any transactions. The U.S. should not import this 
model. 

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

CIRCA would urge the IAIS to add revisions to make the paper more principles-based and data driven. As 
currently drafted, the paper makes assumptions on the causes of the structural shifts that the IAIS has identified 
in the Life sector without utilizing market-based research or studies to support their assertions.  
 
Also, comments that are based on inferences or qualitative analysis should be removed unless backed up by 
data. For example, the IAIS states that increase in asset-intensive reinsurance (AIR) is the “result of insurers’ 
herd behaviour,” without providing any evidence to support the claim.  
 
Further, the paper includes many mischaracterizations about the activity the IAIS is seeing in the Life sector. As 

The annual GME, 
ad-hoc surveys 
and increased 
IAIS 
engagements 
with industry 
were used to 
inform the 
analysis. These 



 
 
 
 

 

 

noted above; by not relying on data, the Issues Paper makes several correlations that mischaracterize 
motivations behind insurers’ behaviour. In the next iteration of the paper, these misrepresentations should be 
addressed and corrected with evidence to support assumptions. 
 
Supervisory recognition is not a motivation for conducting multi-jurisdictional transactions, but it will be a factor in 
deciding the most appropriate jurisdiction. 

structural shifts 
were also 
covered 
extensively in the 
2021-2024 
GIMARs. 
Additional data-
driven insights 
can be 
considered in 
future analysis eg 
Application 
Paper. 

Global Atlantic 
Financial Group, 
United States 

General comments on section 3 Increased allocation to alternative assets in life insurers’ portfolios 
 
We welcome the discussion on alternative assets but urge a more principles-based and balanced treatment. The 
IAIS should: 
§ Reflect jurisdictional diversity and regulatory context 
§ Evaluate asset risks based on asset-liability management (ALM) and balance sheet context, not labels 
§ Expand discussion of benefits such as capital formation, product innovation, and financing of real economic 
activity 
§ Acknowledge supervisory frameworks that already address the associated risks 
The references predominantly reflect regulatory viewpoints. We recommend broadening the sources to include 
market-based research and empirical studies to provide a more balanced perspective. 

A principle-based 
approach has 
been adopted. 
The paper has 
been balanced 
with more 
benefits. 

 

Q5: Comments on section 3.1 Background 

Organisation Comment received IAIS response 



 
 
 
 

 

 

The Geneva 
Association, 
International 

See our response to question 1 
No change 
required (explain 
in comments) 

American Council 
of Life Insurers, 
United States 

Jurisdictional perspectives on whether an asset is “alternative” or “traditional” may vary significantly, and this 
often results in different regulatory treatment. For example, corporate bonds may be alternative in some 
countries and subject to higher capital requirements, but corporate bonds are very traditional assets in the U.S. 
These regulatory differences reflect practical differences in markets, historical investment practices, and 
regulatory frameworks. 
 
Given that jurisdictions have different perspectives on what qualifies as an “alternative” asset, ACLI does not 
support a “consistent and harmonized approach” that results in a classification that groups together assets that 
may have minimal risk in one jurisdiction alongside assets that have significant risk in another, when those 
differences are largely due to variations in jurisdictions’ private markets. Rather than improving comparability, 
imposing a global standard of what counts as “alternative” could cause confusion when it conflicts with 
jurisdictions’ long-standing classification systems. 
 
ACLI is also concerned that some of the language in Section 3.1 could give the appearance that one objective of 
the principles-based definition of “alternative” assets is to drive “comparability” in financial statements. ACLI 
recommends amending the language to avoid giving this impression. Financial statements may lack 
comparability for many reasons (e.g., some insurers are subject to market-adjusted valuation regimes while 
others use an amortized cost valuation basis, some insurers use GAAP or IFRS statements while other insurers 
use Statutory Accounting Principles [SAP], etc.). 
 
***Recommended edit for Section 3.1 (1st para., p. 7)  
(1) ACLI recommends amending the second sentence in the first paragraph, so it reads, “Historically, life insurers 
have relied <<significantly>> on investments in high-quality bonds, equities, etc, to meet long-term liabilities.” 
 Adding the word “significantly” avoids creating misperceptions that life insurers have historically invested in just 
bonds and equities. In the U.S., life insurers have a long history of investing in both residential and commercial 
mortgages and infrastructure. 
 
***Recommended edit, Section 3.1 (6th para, p. 8). 
(1) Edit the last sentence in the 6th paragraph of Section 3.1. Add "can" in sentence beginning with "diversity of 
approaches" and strike the reference to comparability of financial statements. As amended, the sentence would 
read as:  “This diversity of approaches <<can>> complicate cross-border risk assessments, and can create 

Minor edit 
required (provide 
proposed 
resolution) 



 
 
 
 

 

 

operational complexities for multinational insurers.” (p.8) 
 
***Recommended edit for Section 3.1 (7th para., p. 8) 
(1) ACLI recommends striking the references to "herd behavior" from the next to last paragraph in 3.1. 
The second to last paragraph in Section 3.1 includes a statement that claiming that the “the trend towards 
alternative assets may also be influenced by herd behaviour" and that "Herd behaviour can amplify market 
movements and create feedback loops, where the actions of a few large insurers drive broader market trends, 
further complicating risk management and regulatory oversight.” ACLI recommends its removal because the 
statements about herd behavior are overly broad and conclusory statements  and the Issues Paper does not 
provide supporting analysis or data for the claims. As such, ACLI recommends its removal from the paper. 

Alternative 
Investment 
Management 
Association, 
Global 

The IAIS Consultation correctly notes that banks have reduced their lending profiles following the 2008 financial 
crisis and the resulting Basel 3 reforms. However, the IAIS Consultation does not sufficiently take into account 
the fact that many more companies are now privately owned.  
 
The IAIS Consultation correctly notes that the number of listed public firms has declined. However, the dramatic 
nature of this shift could easily be overlooked by that brief reference. A recent S&P report quantifies the full 
extent of this shift, finding that in the US, approximately 87% of companies with over $100 million in revenue are 
now private, and in Europe, the number is even higher, at 96%.  The sheer size of this structural shift in public 
capital markets means that insurers seeking to maintain diversified portfolios must necessarily increase their 
allocation to private markets. This secular shift in public versus private companies provides a much better 
rationale for the expansion of insurers' private investments than the IAIS Consultation's speculation that "herd 
behaviour" is the motivating factor behind the increased allocation to private assets. 

No change 
required (explain 
in comments) 

Everlake Life, US 

The second paragraph in this section says, “Public equity markets and publicly traded corporate bonds have 
become the domain of fewer but larger firms. For example, while public equity market capitalisation is increasing, 
the number of listed public firms has declined. Banks have also retrenched from lending to middle-market firms 
following tighter bank regulation after the 2007-2008 Global Financial Crisis (GFC).” 
 
This Consultation would benefit from additional research and commentary as to why these two statements are 
true.  This root cause analysis may be instructive to the insurance supervisory system when it considers 
regulation and supervision of insurance entities.  More specifically, the IAIS should contemplate in its work, the 
question of whether the bank “retrenchment” was driven by changes in risk or changes in regulation.  
 
The third paragraph states, “PE funds and venture capital funds have replaced small cap public listings to a 
significant extent, with initial public offerings relatively delayed until firms are more mature and of greater size.” 

Minor edit 
required (provide 
proposed 
resolution) 



 
 
 
 

 

 

 
This Consultation would benefit from consideration of the performance of such assets.  
 
The second to last paragraph of this section asserts, “The trend towards alternative assets may also be 
influenced by herd behaviour, where insurers follow the actions of their peers rather than relying solely on 
independent analysis. [. . .] Herd behaviour can amplify market movements and create feedback loops, where 
the actions of a few large insurers drive broader market trends, further complicating risk management and 
regulatory oversight.” 
 
These sentences MUST be deleted.  The Consultation does not provide any data and definitions that lead to 
these assertions of “herd” behaviour.  Such conclusory assertions suggest both a complete lack of risk 
management on the part of insurance companies and glaring gaps in supervision; such pejorative assertions 
should not be made without support. 

Athene, USA 

BROADER INDUSTRY TREND, NOT "PE-AFFILIATED" ONLY   
While the Issues Paper recognizes that private equity firms have become more active in the life insurance sector, 
the industry-wide trend of allocating more to “alternative assets” is not limited to insurers affiliated with PE 
sponsors. Many traditional insurers – irrespective of ownership structure – are increasingly using private credit, 
structured credit, and other nonpublic assets, all in response to the global evolution of credit markets and to 
ensure that their portfolios are diversified in the real economy as it exists today - which is a mix of public and 
private. (See e.g., Chicago Fed Letter, No. 493, May 2024, Privately Placed Debt on Life Insurers’ Balance 
Sheets: Part 1—A Primer).   (See response to Q4). 
 
Therefore, the heightened focus on “alternative” assets reflects a wider market shift, not a niche practice 
confined to a handful of PE-sponsored insurers. This shift to “less liquid” assets is motivated by an asset-liability 
management rationale; insurers have discovered that overly liquid, public corporate and government bonds were 
not efficiently matching the stable, illiquid liabilities they maintain for policyholders. This “illiquidity premium,” in 
turn, is largely accruing to policyholders benefit via improved retirement annuities and long-term products. In the 
U.S. alone, over $38 billion of private capital has flowed into the life sector since 2010, fueling more than $2.5 
trillion in new deployment to the real economy and generating an estimated $46 billion in incremental value for 
policyholders since 2020.  (Appendix, slides 6, 16). 
 
NEITHER "ALTERNATIVE" NOR "PRIVATE" NECESSARILY EQUALS "RISKY" 
Well-managed nonpublic assets can enhance risk-adjusted returns and diversify an insurer’s portfolio, especially 
when matching predictable, long-dated liabilities. While the Issues Paper cautions that such assets introduce 

No change 
required (explain 
in comments) 



 
 
 
 

 

 

“significant risks,” modern post-Global Financial Crisis safeguards – including risk retention, rigorous 
governance, and capital requirements – mitigate these concerns. Empirical data, which the IAIS should 
incorporate further into its analysis, also show that investment grade private credit and structured finance often 
outperform similarly rated public bonds in periods of market turbulence. (See e.g., Jarrow and van Deventer, 
Mar. 22, 2023, A Bottom-up, Reduced Form Credit Risk Model Approach for the Determination of Collateralized 
Loan Obligation Capital).  Investment grade structured credit, including CLOs, offers safer credit risk than 
comparably rated corporate credit, driven by diversification, credit enhancement, and structural protections 
(Appendix, slides 21, 22). Investment Grade CLOs have had lower credit losses than equivalently rated 
corporates in all recent periods of stress, including during the dotcom bubble, 2008-2009 Global Financial Crisis, 
and Covid-19. There are material differences in structured credit terms pre-Global Financial Crisis and post-
Global Financial Crisis – overcollateralization, conservative leverage, and default triggers among them.  
 
Thus, the notion that investment grade private credit (within the IAIS bucket of “alternative assets”) is inherently 
riskier overlooks critical distinctions in asset quality, performance, structure, and oversight. Many of these so-
called “alternatives” (e.g., private credit, infrastructure debt, and securitizations) can be predominantly investment 
grade, long-duration assets that align well with insurers’ stable, long-dated liabilities. Empirical data illustrate 
default rates and loss performance comparable to, or even better than, equivalently rated public corporate debt. 
In short, growing allocations to “alternative assets” by insurers should not be reflexively categorized as 
“potentially risky.” Rather, these trends frequently represent prudent efforts to match illiquid, investment grade 
assets with correspondingly stable insurance liabilities, thereby enhancing diversification and offering improved 
returns to policyholders. 
 
SOUND ALM AND CAPTURING ILLIQUIDITY PREMIUM  
As global banks retrench from long-tenor or incremental-yielding financings, insurers and other nonbank financial 
institutions are stepping in. This shift reflects sound asset-liability management practices and is serving to de-risk 
the financial sector; insurance companies can capture an illiquidity premium on relatively illiquid credit exposures 
while matching them to their long-dated obligations. By diversifying beyond traditional public bonds, insurers can 
improve both return potential for policyholders and resilience against short-term market swings.  
 
In the U.S., insurers operate under a risk-based capital (RBC) regulatory framework that allows for long-duration 
asset liability matching. As such, insurers can invest in long- dated and generally stable liabilities.  Such liabilities 
make life insurers natural holders of private credit and other illiquid assets when used for asset-liability match 
funding. This funding model and corresponding regulatory capital treatment is a key factor explaining why U.S. 
life insurers were well-positioned to take on a broader range of long-duration, investment grade credit when 



 
 
 
 

 

 

banks retreated post-Global Financial Crisis. From 2008-2010, bank lending contracted by 17.4%, while 
insurance credit provisions grew by 13.6% (Federal Reserve Economic Data, S&P IQ) (Appendix, slide 12). 

Global Federation 
of Insurance 
Associations 
(GFIA), Global 

It is necessary to assess a portfolio holistically – both assets and liabilities – to fully understand the risk that 
holding illiquid assets may pose to an insurer.  
 
GFIA recommends amending this section to acknowledge characteristics of life insurers’ liabilities. 
Characteristics of the liabilities may vary by jurisdictions – some jurisdictions allow products to have more 
liquidity demands than others – but it is important to acknowledge that there are large jurisdictions (ie the US) 
where life insurers’ liabilities are long-term and relatively illiquid, which mitigates some risk when illiquid assets 
are part of a prudent asset-liability management (ALM) programme.  
 
GFIA also notes that supervisory differences in practices do not mean that one approach is deficient compared 
to the other. Supervisory differences may reflect many jurisdictional-specific factors that would make a “one-
sized fits all” approach to supervising “alternative” assets inappropriate.  For example, in Jurisdiction A, an asset 
may be illiquid due to a lack of secondary markets, hard to value, and relatively novel. However, in Jurisdiction B, 
the same asset may have a long history of use in the jurisdiction (not novel), be relatively liquid due to robust 
secondary markets, etc. These differences raise questions about the desirability of trying to achieve 
“comparability” in insurers’ financial statements. Instead, they point to a need to maintain appropriate 
jurisdictional deference.  
 
Recommended edit:  
“Supervisory practices vary, along with the products offered and the market conditions, which can affect insurers’ 
investments. Some consider exposures to alternative assets within the context of overall risk management and 
do not impose specific restrictions, while others impose strict limits on certain alternative asset classes due to 
concerns around transparency and valuation.” 
 
The paper appears to criticise the diversity of approaches because it reduces “comparability” in insurers financial 
statements. While convergence is an understandable goal, the reality is that even if a uniform approach was 
taken with alternative assets, significant differences in valuation approaches, capital requirements, and the 
degree of prudence embedded in solvency standards will remain. The development of the global capital 
standards underlined the idea that it is necessary to understand key differences in approaches – versus trying to 
impose an identical standard in each jurisdiction. There will always be jurisdictional differences in how standards 
are implemented. Understanding the differences and why they exist is imperative. 

Minor edit 
required (provide 
proposed 
resolution) 



 
 
 
 

 

 

International 
Actuarial 
Association (IAA), 
International 

In many countries. real estate is an asset class in which life insurers have traditionally invested, so it seems 
strange to treat real estate as alternative assets. It would therefore be helpful to explain the concerns in respect 
of the specific real estate investments (such as securitisation) which may be considered non-traditional. 

Noted. See 
revised text in 
this section. 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

N/A  

Bermuda 
International Long 
Term Insurers and 
Reinsurers 
(BILTIR), Bermuda 

The background section notes that “factors beyond the interest rate environment are influencing investment 
strategies.” These factors, which include the matching of long-term, illiquid assets with long-term, illiquid 
liabilities, should be described. 
 
The Issues Paper describes private credit as “a lending solution for middle-market firms deemed too risky for 
large commercial banks and too small for public markets.” This characterization profoundly mischaracterises this 
market, which is largely investment grade and suitable for funding long-term projects such as infrastructure and 
real estate. Private credit offers competitive financing terms and customised structures. 
 
The Issues Paper suggests that the “trend towards alternative assets may also be influenced by herd behaviour,” 
which “can lead to a concentration of similar risks across the insurance sector.” This creates the impression that 
(re)insurers in the sector are, with little independent thought, investing in the same classes/assets such that 
macroeconomic conditions can generate systemic risk. The variety of alternative assets, which have varying risk 
characteristics, and which are part of different ALM strategies, help mitigate this concern. Insurers also employ a 
variety of investment specialists and have operative risk management functions. The IAIS should either support 
this assertion with portfolio data or amend this characterisation of industry dynamics. 

Minor edit 
required (provide 
proposed 
resolution) 

Athora, Bermuda 

Differentiation between insurance profiles 
• It is important to distinguish the different roles of insurance even within the Life Insurance sector as well as the 
different liquidity profile of liabilities across nonlife insurers and various life insurers need to be recognised.  
 
Net effect of an increase in alternatives and a decrease in other assets 
• The section opens with “In recent years, there has been a notable trend within the life insurance sector towards 
an increased allocation to alternative investments”.  
• It is important to identify the asset classes that have seen their allocation decrease to fund this increase in 
alternative allocation and to put this in the context of investment portfolios recognising the need for diversification 
and understanding of asset liability matching.  
• Both at the macro level and at the undertaking level, the nature of the assets that are being divested from to 

No change 
required (explain 
in comments) 



 
 
 
 

 

 

fund the growth of ‘alternative’ assets in the insurer’s portfolio matters: 
o The net change in undertaking-level risk is very different if the growth in alternatives allocation is ‘funded’ by a 
decrease in cash and government bonds, or by a decrease in listed equity investments 
o The net macro prudential impact of the growth in insurers’ allocation to investments in alternatives depends on 
whether it is funded by a decrease in assets with high systemic risk (e.g. bank-issued bonds), or by a decrease 
in assets with predominantly idiosyncratic risk (e.g. bonds issued by diversified non-financial companies) 
Definition of alternative assets 
• The IAIS draft is correct to highlight the lack of common definition of ‘alternative assets’ 
• However, the paper makes no reference to differences in approaches taken – e.g. Solvency II (‘keep to a 
prudent level investments in assets not admitted to trading on regulated markets’), which provides a very 
different approach based on formal registration / listing rather than the definition / criteria being proposed in the 
document 
• It may also be useful within the document to refer to the accounting definition (U.S. GAAP and IFRS) of level 1 / 
level 2 / level 3 assets, which is closely related to one of the dimensions above. The 2024 GIMAR (link) includes 
statistics related to the level 3 classification.  
• The Solvency II definition, being based on the legal aspects of listing, does not relate to illiquidity, valuation 
uncertainty, nor complexity.  
• Based on Solvency II definition, certain illiquid, complex, and hard-to-value assets are treated as ‘public’ 
(structured notes that are listed), while assets that are liquid, simple, and easy to value (e.g. commercial paper) 
would be equivalent to ‘alternative’ assets as they are not admitted to trading on a regulated markets. 
• That said, the consultation paper brings real value by putting forward a substance-based approach to the topic 
of alternative assets, although the definition, as noted earlier, needs further consideration. 
• The scope of asset classes considered ‘alternate’ should be broadened to help readers understand how assets 
with ambiguous position would be considered.  Figures 2 and 3 in the Issues Paper (p.15) should be expanded 
to include traditional assets when considering liquidity valuation and complexity. 
Herd behaviour 
• The Issues Paper states: “it is essential for insurers to maintain robust risk management practices and for 
regulators to monitor industry trends and address or minimise potential adverse effects of herd behaviour on 
financial stability”. 
• This reference to trend, herd behaviour and systemic vulnerabilities needs to be contextualised to avoid being 
misleading (for example: it may be read as suggesting that herd behaviour in alternative assets is a fact; or that 
alternative assets pose a greater threat to financial stability than traditional assets). 
• Contrary to such an example, private assets provides further diversification of issuers and asset types that 
reduce risks in the system.  When contagion risks are considered, it is important to consider alternative assets 



 
 
 
 

 

 

relative to ‘traditional’ assets such as corporate bonds.  
• Within the investment grade public corporate bond universe, financial issuers represent 41% of bonds in the 
EUR investment grade market (or 55% if covered bonds are included); and 31% in the USD investment grade 
market. Insurers focused on ‘traditional’ assets therefore tend to be highly concentrated in the financial sector, 
and banks in particular.  
• In contrast, the sector representation of corporate lending: financials represent 7% of the USD corporate loan 
universe and 4% of the EUR loan universe (source: LCD index). Highlighting that this additional diversification 
can support reduced contagion risk and herd behaviour.  See reference to diversification and purpose of holding 
different types of assets as part of ALM discussed below. 
Investment patterns of insurers owned by private equity firms or funds 
• The statement “As first noted in the 2022 GIMAR report, the growing trend of PE involvement in the insurance 
sector is associated with a higher allocation to alternative investments. There are also some indications that PE-
controlled life insurers are increasingly holding PE-sponsored corporate debt, including debt of firms sponsored 
by PE firms associated with the insurer, potentially creating more concentrated and correlated exposures to 
alternative assets” needs context. 
• It implies a material pattern of the PE firm owning (through PE fund or balance sheet) an insurer sponsor equity 
of corporates whose (private) debt is invested into by the insurer. 
o While we do not have data to support or challenge this assertion, it comes as a surprise to us, as good practise 
in private equity and private credit investing tends to separate the roles of equity sponsor and credit sponsor. We 
are not aware of a structural pattern of the same private asset manager simultaneously acting as private equity 
sponsor and private credit sponsor for deals in which the insurer would be an investor. 
o As detailed under ‘Different levels of interconnectedness between private equity and private credit’ below, we 
see the participation of a private asset manager as private equity and private credit manager in the same 
corporate as a very specific type of interconnectedness, which is to our knowledge not representative of a wide 
industry practise. 
o We do not read the BIS Quarterly Review, September 2024 as implying this. We read the BIS document as 
referring to the fact that PE-related insurers tend to invest in private debt originated by the private asset manager 
they are affiliated with, which is very different. The 2024 GIMAR does not appear to point to this either. 
o It is important to consider the relative alignment of incentives arising from the investment patterns both in terms 
of matching the liability profile/product mix of the life insurer as well as considering alignment across the return to 
policyholder, asset manager, insurers and shareholders, particularly given the wider macro-trends highlighted 
above and considered further in response to 9. 



 
 
 
 

 

 

Qatar Financial 
Centre Regulatory 
Authority, Qatar 

Although the paper specifies that different jurisdictions classify alternative assets differently, there is a need to 
develop an approach whereby clear guidance must be provided for classifying assets as alternative assets. 

Noted. Can be 
considered in an 
Application Paper 

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

The second paragraph in this section says, “Public equity markets and publicly traded corporate bonds have 
become the domain of fewer but larger firms. For example, while public equity market capitalisation is increasing, 
the number of listed public firms has declined. Banks have also retrenched from lending to middle-market firms 
following tighter bank regulation after the 2007-2008 Global Financial Crisis (GFC).”This Consultation would 
benefit from additional research and commentary as to why these two statements are true. This root cause 
analysis may be instructive to the insurance supervisory system when it considers regulation and supervision of 
insurance entities. More specifically, the IAIS should contemplate in its work the question of whether the bank 
“retrenchment” was driven by changes in risk or changes in regulation. The third paragraph states, “PE funds 
and venture capital funds have replaced small cap public listings to a significant extent, with initial public 
offerings relatively delayed until firms are more mature and of greater size.” This Consultation would benefit from 
consideration of the performance of such assets. The second to last paragraph of this section asserts, “The trend 
towards alternative assets may also be influenced by herd behaviour, where insurers follow the actions of their 
peers rather than relying solely on independent analysis. [. . .] Herd behaviour can amplify market movements 
and create feedback loops, where the actions of a few large insurers drive broader market trends, further 
complicating risk management and regulatory oversight.”  These sentences must be deleted. The Consultation 
does not provide any data and definitions that lead to these assertions of “herd” behaviour. Such conclusory 
assertions suggest both a complete lack of risk management on the part of insurance companies and glaring 
gaps in supervision; such pejorative assertions should not be made without support. 

Revisions done. 

 

Q6: Comments on section 3.2 Global trends in life insurers’ investment in alternative assets 

Organisation Comment received IAIS response 

National 
Association of 
Insurance 
Commissioners 
(NAIC), USA 

Page 9, fourth paragraph, last sentence - suggest an update for clarification describing U.S. NAIC Schedule BA 
assets so that the sentence reads: 
“This notably does not include alternative assets that have been structured to be reported as bonds.” 
 
Page 10, paragraph below Figure 1, last sentence – suggest clarifying where the few examples of high 

Source has been 
confirmed. 



 
 
 
 

 

 

exposures in the 90th percentile are found or remove that sentence entirely. Unclear if this is 2023 IIIM data or 
the separate IAIS survey in Annex 1. 
 
Page 10, last sentence - what data in the referenced IAIS survey in Annex 1 suggests that there may be 
prudential supervision concerns for certain insurers? That survey collected information at the jurisdiction level, 
not the insurer level as with the IIM 2023 data. That survey, referenced in Annex 1, did not collect data on the 
number of insurers holding specific classes of assets or to what extent individual insurers invested in each asset 
class included in the survey. Suggest this sentence be revised to more accurately reflect the survey. 

The Geneva 
Association, 
International 

We recognize that insurers commit to providing future benefits that can extend for decades, necessitating 
investments with similarly long-term cash flow profiles. Insurers aim for careful asset-liability matching, utilizing 
specific (alternative) assets whose duration and income align with policyholder guarantees. This strategy helps 
manage reinvestment risk and maintain consistent reported results. We believe this approach is appropriate 
when insurers possess the necessary personnel, data, and processes to assess, monitor, and price associated 
risks. 
 
We understand that resources can vary among insurers and supervisors. However, Bermuda serves as an 
illustration of how smaller jurisdictions can intentionally develop an advanced supervisory framework. This has 
allowed Bermuda to achieve reciprocal and/or equivalent jurisdiction status with major insurance market 
regulators while also demonstrating leadership in adapting to evolving market conditions. 

Noted. The 
issues paper 
highlights 
updates from 
Bermuda and 
also considers 
the approaches 
of various 
jurisdictions, 
reflecting their 
unique regulatory 
frameworks and 
supervisory 
practices. 

American Council 
of Life Insurers, 
United States 

I. Comment on Section 3.2.1 “Shifts in financial intermediation: banks, NBFIs, and insurers”>> 
 
ACLI agrees with the Paper’s finding that life insurers’ balance sheets are particularly well-suited for holding 
these assets because life insurer liabilities are generally less liquid than banks. 
 
The second paragraph in this section, which begins with, “The increase in NBFI assets may be driven by stricter 
banking regulations” should be developed more robustly by examining the impact to consumers of these stricter 
regulations.  This, combined with the recommended increase in the analysis of the benefits of these assets notes 
elsewhere in this comment tool, will provide the Consultation with a more balanced approach and will facilitate 
better decision-making regarding any potential regulatory actions to be undertaken. 
While it is useful to understand how shifts in banking regulation may have led to an increase in insurers’ lending 
activity, direct comparisons between the regulation of life insurers and banks are less helpful. The Global 

Noted. 
Jurisdictional 
differences and 
proportionality 
apply. 



 
 
 
 

 

 

Federation of Insurance Associations (GFIA), Global Report “Insurance: a unique sector – why insurance is 
different to banking and other financial sectors” is a useful reference to explore differences between banks, 
insurers, and other facets of the NBFI sector. The paper may be read here: 
https://gfiainsurance.org/mediaitem/68daadf8-038e-4f02-a98f-4aced8aeeea1/GFIA%20unique%20sector.pdf  
In light of the well-documented jurisdictional differences, ACLI is uncertain of the value that tracking trends by 
using a master list of “indicative” “alternative” assets, particularly when some of the assets on the “alternative” list 
are considered “traditional” in a large market, like in the U.S assets such as  mortgages, corporate bonds and 
infrastructure investments. Moreover, as noted previously, the approach conflates investment grade private 
credit/structured credit with highly leveraged or speculative strategies. 

Alternative 
Investment 
Management 
Association, 
Global 

Given the IAIS Consultation's focus on private credit, we would like to provide data from the Alternative Credit 
Council's 10th annual private credit survey: Financing the Economy 2024.  This report, produced in collaboration 
with EY, provides a comprehensive analysis of the private credit market, based on data from 53 private credit 
managers and investors managing over $2 trillion in assets and deployed an estimated US$333.4bn in 2023. It 
offers insights into the growth, diversification, and resilience of the private credit sector. The definition of private 
credit for the purposes of this research includes corporate lending, real estate debt, infrastructure debt, asset-
backed lending and middle-market CLOs. The estimated breakdown of the private credit assets under 
management across these different strategies is as follows in $ billions: Corporate lending 1,089, real estate 332, 
asset-backed lending 328, infrastructure 163, private credit/middle market CLOs 88, other 26. (See appendix for 
additional slide indicating geographical distribution.) 

 Noted for further 
analysis.  

Everlake Life, US 

The second paragraph includes the sentence, “This growth was driven by several factors such as increasing 
demand by investors seeking diversification and higher returns, the growing number of alternative investment 
managers and hence expansion of investment opportunities, technological advancements and, ultimately, 
regulatory changes.”  The third paragraph includes the sentence, “Overall, the material increase of insurers’ 
alternative investments exposures could be explained by an appetite towards certain assets’ characteristics 
(combined with the constant increase in the supply of alternative assets) and the shift in financial intermediation 
away from banks (potentially driven by regulatory changes).” 
 
This Consultation would benefit from consideration of market demands – both on the asset and liability side.  In 
the US, for example, consumers need long-term investments for retirement.  Such long-dated liabilities must be 
backed by well-matched assets.  The Consultation would benefit from a deeper analysis of the availability of 
long-dated assets, such as corporate bonds and bank loans. 
 
Section 3.2.1 
The first paragraph 3.2.1 begins: “The size of non-bank financial intermediation (NBFI) assets is estimated to 

 The Bank of 
England’s FPC 
paper will be 
considered for 
future analysis. 



 
 
 
 

 

 

have more than doubled in size between the start of the GFC in 2008 and end-2020. This can be compared to a 
much lower estimated growth in the banking sector of around 60% during the same period.” 
 
This Consultation would benefit from a more complete inclusion and discussion of the source material from the 
Bank of England’s Financial Policy Committee Paper cited in the Consultation (“Financial Stability in Focus:  The 
FPC’s approach to assessing risks in market-based finance”, Bank of England Financial Policy Committee 
October 2023) ("The FPC Paper"). 
 
For example, the Paper discusses the growth of NBFI assets in the context of the growth of “market-based 
finance” (MBF), which includes, but is broader than NBFI.   The FPC Paper notes MBF, “[. . .] affect the real 
economy through the various markets they operate in and through the services they provide. Collectively, these 
NBFIs, markets, and infrastructure form the system of MBF.”  (Id. at 7.)   
 
The FPC Paper discusses the risk management benefits of MBF, “MBF also helps facilitate risk management in 
the economy via the provision of insurance and derivatives contracts [which . . .] supports economic growth.” (Id.) 
 
The Consultation should consider the impact to the real economy of such sophisticated financial intermediation. 
 
The second paragraph of Section 3.2.1, which begins with, “The increase in NBFI assets may be driven by 
stricter banking regulations” should be developed more robustly by examining the impact to consumers of these 
stricter regulations. (See, e.g. See, e.g. “The Unintended Consequence of Basel III”, Columbia School of 
Business, December 21, 2022; Wen, Jing, "Risk Migration from the Banking Industry to the Real Economy: An 
Examination of Spillover from Basel III" (April 01, 2025). Available at SSRN (noting an increase in borrow risk 
taking as a result of banking requirements); Olivier de Bandt , et. al., “Assessing the Impact of Basel III: Review 
of Transmission Channels and Insights from Policy Models, International Journal of Central Banking, February 
2024 (discussing net impact on GDP of higher capital ratios.); Margarita Rubio, “The new financial regulation in 
Basel III and monetary policy: A macroprudential approach” Journal of Financial Stability, 26 October 2016 
(noting the impacts of Basel regulations not evenly distributed among savers, borrowers, banks). 
 
This, combined with the recommended increase in the analysis of the benefits of these assets notes elsewhere 
in this comment tool and robustly by other commentators, will provide the Consultation with a more balanced 
approach and will facilitate better decision-making regarding any potential regulatory actions to be undertaken. 

Athene, USA 
We caution against automatically labeling insurers’ increased allocations to “alternative” or “illiquid” assets as 
“potentially risky.”  Many of these so-called “alternatives” (e.g., private credit, infrastructure debt, and 

Noted. The word 
"potentially" in 



 
 
 
 

 

 

securitizations) are predominantly investment grade, long-duration assets that align well with insurers’ stable, 
long-dated liabilities. (See greater detail in response to Q5).   
 
The Issues Paper’s reported median “alternative asset” allocations (e.g., 2% in securitizations, 7% in loans) may 
understate the actual scale of insurers’ participation in these sectors, particularly in jurisdictions with more 
mature private credit markets. Indeed, the “sector-wide monitoring” data appear to conflict with observed market 
evidence that many European insurers maintain higher alternative allocations than these medians suggest. 

various sections 
of the paper 
highlights that the 
risk is neither 
definitive nor 
certain. 

Insurance Europe, 
Europe 

IAIS analysis  
While Insurance Europe, Europe recognises that some insurers have increased their allocations to “alternative 
assets”, the analysis presented in the report does not fully support the narrative presented.  
 
Section 3.2 starts by explaining that the trend of increasing allocation to “alternative assets” is difficult to quantify. 
It then goes on to clearly state that “external data shows that the supply of alternative assets and allocations to 
these have increased over the past two decades”.  
 
Furthermore, the median allocations presented on page 10 do not demonstrate significant increases in median 
allocation in absolute terms. Median allocations of 1% to securitisations, unlisted equity and infrastructure appear 
very moderate. The allocation to loans and mortgages at 7% is potentially an outlier but no data is presented to 
indicate what the historical allocation was.  
 
In this respect, the industry welcomes the statement that allocations to “alternative assets” do not pose financial 
stability concerns.  
 
In addition, some more mature analysis of how allocations have developed over time would be beneficial. 
 
Non-banking financial intermediation (NBFI) definition 
As outlined by the IAIS, when discussing the NBFI sector, it is important to recognise the fundamental business 
model differences and the regulatory oversight of each sector. As a highly-regulated and supervised sector, 
Insurance Europe, Europe does not support the inclusion of insurance in the wider NBFI-discussions. 
 
In addition, Insurance Europe, Europe recommends further context to Footnote 20 is added.  
 
Currently Footnote 20 states: “…in the EU there are no capital requirements for liquidity risk and the supervisor 
assesses the portfolio liquidity in the context of the Prudent Principle of investments, with which insurers should 

The IAIS notes 
that insurers' 
"alternative 
asset" allocations 
are modest, pose 
no financial 
stability 
concerns, and 
warrant further 
trend analysis. 
Liquidity risk 
remains well-
managed under 
Solvency II. 



 
 
 
 

 

 

comply”. 
 
Capital requirements for liquidity risk do not make sense in an insurance context – this is similarly evidenced in 
the Insurance Capital Standards (ICS), which was approved by the IAIS as a global capital standard for 
Internationally Active Insurance Groups (IAIG)s. 
 
In Europe, the management of liquidity risk is already a requirement of Solvency II (Article 44 2d) and is already 
very well managed, as evidenced through existing liquidity reporting, EIOPA liquidity stress tests, and IAIS 
liquidity metrics. Further introduction of liquidity risk management plans will apply from January 2027, as part of 
the Solvency II review. 
 
Over the past few years, there have been a number of regulatory and supervisory initiatives to assess and 
monitor liquidity risk, beyond the Solvency II requirements of Article 44 2d. These include financial stability 
reporting, EIOPA liquidity stress tests, national ad-hoc liquidity reporting and the IAIS Global Monitoring Exercise 
including the IAIS ancillary liquidity risk indicators. 

Global Federation 
of Insurance 
Associations 
(GFIA), Global 

IAIS analysis  
While GFIA recognises that some insurers have increased their allocations to “alternative assets”, the analysis 
presented in the report does not fully support the narrative presented.  
 
Section 3.2 starts by explaining that the trend of increasing allocation to “alternative assets” is difficult to quantify, 
it then goes on to clearly state that “external data shows that the supply of alternative assets and allocations to 
these have increased over the past two decades”.  
 
Furthermore, the median allocations presented on page 10 do not demonstrate significant increases in median 
allocation in absolute terms. Median allocations of 1% to securitisations, unlisted equity and infrastructure appear 
very moderate. The allocation to loans and mortgages at 7% is potentially an outlier but no data is presented to 
indicate what the historical allocation was.  
 
In this respect, the industry welcomes the statement that allocations to “alterative assets” do not pose financial 
stability concerns. The IAIS findings indicate that the IAIS has time to conduct further analysis prior to 
implementing any policy reforms, if needed. 
 
As the IAIS considers additional data analysis, GFIA recommends prioritising monitoring and coordination. More 
mature analysis of how allocations have developed over time would be beneficial. 

The differences 
between the 
insurance sector 
and other NBFIs 
are noted and 
acknowledged for 
future analysis.  



 
 
 
 

 

 

 
Non-banking financial institution (NBFI) definition 
As outlined by the IAIS, when discussing the NBFI sector, it is important to recognise the fundamental business 
model differences and the regulatory oversight of each sector. As a highly-regulated and supervised sector, 
GFIA does not support the inclusion of insurance in the wider NBFI-discussions. 
 
GFIA’s views on the inclusion of insurance in the NBFI sector can be found in its publication “Insurance: A 
unique sector” (here). 
 
GFIA appreciates the recognition that, in contrast to banks or other NBFIs, life insurers long-term liabilities have 
longer-maturity dates that do not demand immediate liquidity. It is important to consider the nature of the 
liabilities associated with the assets, because the maturity period of the liability can impact the overall risk posed 
by the use of assets that may be less liquid than a traditional corporate bond. 

International 
Actuarial 
Association (IAA), 
International 

3.2.1 Under the heading “Potential transfer of assets between sectors”, the first line in the third paragraph: “The 
growth in private credit provided by NBFIs.....” does not make sense and needs to be rephrased. 

 Reworded to 
"the increase in 
credit provided by 
NBFIs…" 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

N/A   

Bermuda 
International Long 
Term Insurers and 
Reinsurers 
(BILTIR), Bermuda 

When discussing European insurers’ allocations to alternative assets, the Issues Paper states, “Sigma estimates 
that European insurers’ allocations to illiquid and potentially risky assets backing traditional saving product 
liabilities increased from 8% in 2017 to about 15% in 2023.” We disagree with the characterisation of alternative 
assets as “potentially risky,” as it suggests that insurers are acting irresponsibly by investing in them. We 
recommend removing this language. Many assets being grouped into this “alternative” classification (e.g., private 
credit, infrastructure debt, and securitizations) are predominantly investment-grade, securitised long-duration 
assets that align well with insurers’ stable, long-dated liabilities. Notably, empirical data illustrate default rates 
and loss performance for private credit that are comparable to, or even better than, equivalently rated public 
corporate debt.   
 
Section 3.2.1 Shifts in financial intermediation-banks, NBFIs and insurers: Page 11 suggests that the increase in 
NBFI assets “may be driven by stricter banking regulations deriving from the adoption of Basel III standards.” 
Later in the section, the Issues Paper notes that growth may also be fuelled by the nature of the insurance 
business model: unlike banks, insurers do not engage in maturity transformation and can match private credit 

 The paper 
references 
various 
jurisdictional 
approaches and 
could serve as a 
basis for further 
analysis. 
Footnotes 
deleted. 



 
 
 
 

 

 

originations with long-duration liabilities. By matching long-dated annuity liabilities with similarly long-dated, less-
liquid assets, insurers harvest an illiquidity premium that flows directly to policyholders through higher credited 
rates and lower guarantee costs.  This factor, which provides the conceptual foundation for not importing bank 
regulation into insurance, should be given greater prominence.  
 
Footnotes 20 and 21 suggest that the European Union is an exception by not applying capital requirements for 
liquidity risk. We believe the EU practice is typical, not atypical, as suggested by these footnotes. Therefore, we 
recommend the IAIS reconsider the use of these footnotes. 

Athora, Bermuda 

The role of NBFIs• The point at the end of 3.2 (“Insurance companies’ balance sheets may be well-suited for 
holding these assets because their liabilities are generally less liquid”) needs to be made at the start of section 
3.2.1 as it provides the key background for the trend under discussion. Regulation of insurers looks at both the 
assets and liabilities of the insurer. Short-dated liabilities and maturity transformation create fundamental fragility 
in the banking model that has been a key driver for the changes in regulatory requirements and risk management 
in banking including the introduction of the Net Stable Funding Ratio as a key component of Basel III.NBFIs are 
not competing with banks• It is important not to imply that the growth of alternative assets is a consequence of a 
degree of unfair competition between non-bank and bank players. • In many cases, ‘private credit’ origination is 
symbiotic. • It is important in our view to stress this: NBFIs complement the role of banks in the financial system 
and provide stability of funding where banks cannot due to their funding structure; NBFIs do not structurally 
compete with banks, as noted by the European Systemic Risk Board referenced above.• In Europe, European 
corporates rely more on bank intermediation than markets for their financing. This is despite the continued focus 
of the European Union to create a ‘Capital Markets Union’ and a ‘Savings & Investment Union’ as a way of 
stimulating growth and competition across Europe. The key is to have a functioning combination of public & 
private markets and banking intermediation.• We read the reference to the Sigma as showing how these points 
are opportunities to address fundamental needs (p32).  This is also covered in earlier Sigma reports (4/2008 and 
3/2010) which highlights the difference between banks and insurers given the ability to run off liabilities over an 
extended period of time. These reports also caution on potentially counter-intuitive impacts of regulation on 
investments and returns to policyholders noting potential pro-cyclicality of regulatory and accounting regimes.• It 
is relevant to note the discussion in Sigma 2/2024 that highlights the challenges that have faced the life 
insurance business model with low interest rates, particularly those insurers with a public listing, and steps that 
need to be taken by insurers to maintain their role for policyholders, society and the economy.Bank vs Insurance 
regulatory capital• The main change is the introduction of the NSFR for banks that reflects the specific (on-
demand) liability profile underlying the maturity transformation that creates fragility for the banking sector.• Banks 
and insurers structurally differ in several respects that explain differences in appetite for various types of assets 
(see CEPR publication – link)• It is worth expanding on the regulatory requirements and risk management set out 

Noted. The word 
"potentially" 
emphasises that 
the risk is not 
definitive or 
certain.he Issue 
Paper reports 
reference to 
different 
approaches from 
jurisdictions and 
could be a source 
for further 
analysis 



 
 
 
 

 

 

in Box 1 on page 11 to consider the structurally differences in the two frameworks.Bank Capital (Basel III/IV) o 
Tougher credit risk requirement, especially under A-IRB due to§ 99.9% confidence level§ Stress LGD§ No 
diversification o Operational risk capital (similar confidence level as credit capital)o Market Risk focus on trading 
book only (97.5% VaR over 10-day horizon)o Banks do not cover underwriting risk Insurance Capital (Solvency 
II)o Capital is at 99.5% confidence level, less restrictive than banks’ credit capital requirement. But the VaR 
applies to total balance sheet, not just credit or market.o Solvency II covers operational risk in great detail (at 
99.5% confidence level)o Solvency II’s market risk capital covers the whole balance sheet far more 
comprehensive than Baselo Solvency II covers the underwriting risk (product risk, mortality, longevity etc.)• The 
drivers of these differences can be summarised belowBanks Funding - Short-term deposits Short- to medium-
term bonds Maturity transformation - due to funding structure, banks are engaged in maturity transformation  
Institutional Interconnectedness - Banks are interconnected through the interbank market.  Money creation - 
create credit/moneyInsurers  Funding - Long-term policyholder liabilities (life) or medium-term policyholder 
liabilities (nonlife). Depending on jurisdiction, some surrender risk may existMaturity transformation - Insurers 
tend to have ‘negative transformation’, investing somewhat shorter than liabilities and hedging the ALM gap. 
Institutional interconnectedness - LimitedMoney creation - None• In light of the above, the Issues Paper should 
consider the relative resilience of insurers based on the diversification in their asset portfolios.  This 
diversification can enhance financial stability (both within and across jurisdictions, markets and currencies) under 
appropriate liability-driven frameworks as noted in the various studies that have been conducted around failures 
in insurance. 

Qatar Financial 
Centre Regulatory 
Authority, Qatar 

3.2.1 Under the heading “Potential transfer of assets between sectors”, the first line in the third paragraph: “The 
growth in private credit provided by NBFIs.....” does not make sense and may be rephrased. 

Reworded to "the 
rise in credit 
provided by 
NBFIs…" 

Global 
Communications 
Group, United 
States 

We caution against drawing direct regulatory parallels between the banking and insurance sectors. Basel III was 
designed in response to a banking liquidity crisis - not an insurance one. The core business models are 
fundamentally different. Banks engage in maturity transformation by funding short-term liabilities with illiquid 
assets, creating a structural liquidity mismatch. Insurers, by contrast, primarily pursue maturity matching, aligning 
long-term, illiquid assets, with similarly long-term liabilities. Liquidity risk and systemic risk are different in the 
insurance industry as compared to the banking sector. The use of illiquid assets by banks means that banks are 
engaging in maturity transformation – when they are using illiquid assets to back short-term liabilities. That is 
significantly riskier than the maturity matching that insurers rely on – matching illiquid liabilities with illiquid, long-
term liabilities. Furthermore, insurance products include features such as surrender charges and market value 
adjustments which differentiate and reduce their surrender risk relative to banking products. 

Noted for future 
work. ALM 
included. 



 
 
 
 

 

 

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

The narrative in 3.2.1 incorrectly represents private credit. The IAIS assumes that private credit and its lending 
are too large of a risk for the banking system. However, private credit is regarded and accepted as a core and 
necessary component of the financial system. In addition, it is unlikely the banks will deem this as too risky, but 
rather no longer feasible under the new banking regulations, e.g. Basel III etc. 
 
The second paragraph includes the sentence, “This growth was driven by several factors such as increasing 
demand by investors seeking diversification and higher returns, the growing number of alternative investment 
managers and hence expansion of investment opportunities, technological advancements and, ultimately, 
regulatory changes.” The third paragraph includes the sentence, “Overall, the material increase of insurers’ 
alternative investments exposures could be explained by an appetite towards certain assets’ characteristics 
(combined with the constant increase in the supply of alternative assets) and the shift in financial intermediation 
away from banks (potentially driven by regulatory changes).” This Consultation would benefit from consideration 
of market demands – both on the asset and liability side. In the US, for example, consumers need long-term 
investments for retirement. Such long-dated liabilities must be backed by well-matched assets. Long-dated 
assets, such as corporate bonds and bank loans, are not as readily available as they were in the past. 
Diversification from bonds as the whole insurance sector cannot just be invested in one asset class. Additionally, 
there has been a gradual decline in the rating of an average corporate bond over the last 30-40 years. 
 
Section 3.2.1: 
The first paragraph in this section begins: “The size of non-bank financial intermediation (NBFI) assets is 
estimated to have more than doubled in size between the start of the GFC in 2008 and end-2020. This can be 
compared to a much lower estimated growth in the banking sector of around 60% during the same period.”  This 
Consultation would benefit from a more complete inclusion and discussion of the source material from the Bank 
of England’s Financial Policy Committee Paper cited in the Consultation.  For example, the Paper discusses the 
growth of NBFI assets in the context of the growth of “market-based finance” (MBF), which includes, but is 
broader than NBFI.   The Paper notes MBF, “[. . .] affect the real economy through the various markets they 
operate in and through the services they provide. Collectively, these NBFIs, markets, and infrastructure form the 
system of MBF.”   The Paper discusses the risk management benefits of MBF, “MBF also helps facilitate risk 
management in the economy via the provision of insurance and derivatives contracts [which . . .] supports 
economic growth.” The Consultation should consider the impact to the real economy of such sophisticated 
financial intermediation. 
 
The second paragraph in this section, which begins with, “The increase in NBFI assets may be driven by stricter 
banking regulations” should be developed more robustly by examining the impact to consumers of these stricter 

Clarifications 
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in the Paper 



 
 
 
 

 

 

regulations.    This, combined with the recommended increase in the analysis of the benefits of these assets 
notes elsewhere in this comment tool, will provide the Consultation with a more balanced approach and will 
facilitate better decision-making regarding any potential regulatory actions to be undertaken. 

Global Atlantic 
Financial Group, 
United States 

Comments on section 3.2 Global trends in life insurers’ investment in alternative assets 
 
This section should highlight structural regulatory differences across banking, insurance, and asset 
management. Overlooking these risks oversimplifying insurers' role in capital markets. The paper emphasizes 
risks of alternative assets but overlooks the resilience of insurers with diversified portfolios, which can support 
stability under liability-driven frameworks. Supporting liabilities with an appropriate risk and return profile helps 
close the protection gap. 

Noted. 

 

Q7: Comments on section 3.3 A principles-based classification 

Organisation Comment received IAIS response 

General Insurance 
Association of 
Japan, Japan 

We agree that the notion of proportionality is crucial. It is noted that many jurisdictions have not established 
definitions or supervisory requirements for alternative assets. The increase in alternative investments is not a 
phenomenon unique to insurance companies, but a trend seen throughout the real economy. Therefore, should 
the importance of alternative investments increase in the insurance sector in the future, it would be desirable to 
have a definition that is consistent with other sectors, and supervisory requirements that are commensurate with 
the relative importance of each jurisdiction and insurance company. 
 
3.3.3 Mapping of alternative assets to the principles: As noted in Figures 2 and 3, even within the same asset 
class, each brand and investment case has diverse characteristics. Therefore, when creating an indicative list of 
alternative assets (or further subdividing or expanding the list), it should be noted that a one-size-fits-all risk 
assessment based on the asset class alone may result in a large discrepancy from the actual situation. 

Noted. There is 
no existing cross-
sectoral 
definition. The 
approach of IAIS 
is to develop 
principles to 
determine the 
scope of 
alternative 
assets. 

National 
Association of 
Insurance 
Commissioners 
(NAIC), USA 

Section 3.3.3, page 14, last paragraph begins with, “These results are outlined in Figure 2...” reading as if the 
information in Figure 2 comes from the survey discussed in Annex 1 in the prior paragraph, however that is not 
accurate. The results in Figure 2 come from a survey or SWM question completed prior to 2024, per footnote 29, 
while the survey in Annex 1 was completed during the fall of 2024. Suggest removing the reference to the survey 

Revision done. 



 
 
 
 

 

 

in the prior paragraph. One option is to revise the beginning of the last paragraph to: 
“Figure 2 shows assets classes ranked on average...” 

The Life Insurance 
Association of 
Japan, Japan 

The LIAJ appreciates the establishment of a principle-based definition of alternative assets to allow for a flexible 
treatment in each jurisdiction. However, it should be noted that such vague definition (i.e. assets that display a 
high degree of either valuation uncertainty, illiquidity or complexity, or a combination of these) could lead to an 
overly broad range of asset classes, including asset classes that don`t genuinely function as alternative assets, 
to be roughly classified as alternative assets. 
 
A possible solution to address this concern is to use a combination of these factors in assessing and determining 
whether individual assets are classified as alternative assets, as described in the mapping exercise in Section 
3.3.3 of the Issues Paper. 
 
Furthermore, the LIAJ emphasises that, even with the definition proposed in this draft paper, matters such as 
actual liquidity levels in each jurisdiction or the state of the risk management framework in each company should 
be taken into account when considering supervisory and regulatory policies. 
 
Also, the IAIS should communicate and coordinate with other regulatory bodies that represent the financial 
sector (such as the BCBS and IOSCO) so that the proper market environment is not undermined through 
differences in the definition of alternative assets between sectors. 
 
In addition, the Issues Paper states that complexity can arise from structuring in the fifth paragraph of Section 
3.3.2. However, the need for structuring may be driven by the relatively high capital charge imposed by the ICS 
on investments rated Below-IG, leading insurers that comply with the ICS to invest in the IG portion of structured 
products backed by assets that are Below-IG. Therefore, a possible future review of the ICS could consider the 
appropriateness of the capital charge for assets rated Below-IG based on the review of insurers’ behaviour 
stated above. 

A sentence has 
been added in 
section 1 to 
explain the 
rationale behind 
the use of the 
term "alternative 
assets."  
 Additional 
factors can be 
covered in local 
regulatory 
frameworks (see 
section 3.3.1.). 
There is no 
existing cross-
sectoral 
definition. The 
approach of IAIS 
is to develop 
principles to 
determine the 
scope of 
alternative assets 

Monetary Authority 
of Singapore, 
Singapore 

 section 3.3.1 (Page 12): “This approach helps to build a common understanding among supervisors and to 
facilitate cooperation across jurisdictions and allowing for the diverse characteristics of alternative assets.” 
Suggest to add 'in different jurisdictions' at the end as the characteristics of the same alternative asset categories 
may differ by jurisdictions as well leading to the differences in classifications noted across jurisdictions. 
 
- We note that IAIS considered it preferable to put forward a high-level, principles-based definition of alternative 
assets for the purpose of supporting global monitoring and any potential IAIS targeted supervisory or supporting 
material review. As such it has proposed the following principles-based definition of alternative assets on Page 

Proportionality 
and jurisdictional 
differences apply.  
There is no 
inconsistency, 
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results from the 



 
 
 
 

 

 

12 “Alternative assets are assets which display a high degree of either valuation uncertainty, illiquidity or 
complexity, or a combination of these.” Based on our reading of the definition, an asset would be deemed 
alternative if it displays a high degree of at least one of the characteristics. However, subsequently in Table 1 on 
page 16, IAIS has proposed an indicative list of alternative assets, which suggests that an asset would be 
deemed alternative if it displays a high degree of two or more of the characteristics/principles. Given the 
apparent inconsistency between the principles-based definition and Table 1, we would like to clarify with IAIS if 
the list of assets indicated in Table 1 is meant to be the common list of alternative assets shortlisted for the 
purpose of global monitoring (e.g. through the SWM surveys) moving forward, but jurisdictions are still expected 
to observe the definition of alternative assets on Page 12 for their own supervisory purposes and application of 
the supervisory or supporting material.     
 
- We refer to Table 1 on page 16. The table has listed various assets that meets two or three principles. 
However, some of these assets (e.g. Equity related) are indicated in different columns which suggests that there 
may be further distinctions between the assets while others (e.g. Other) are listed simply as separate rows. We 
suggest for IAIS to make the table clearer. In particular, on infrastructure and commodities under Others, would it 
be useful to be more specific given that physical spot commodities do not seem to meet the principles to a high 
degree are less of a concern as compared to unlisted commodity funds. On insurer’s investments into hedge 
funds, it would be useful if IAIS could provide more information on how insurers are investing into hedge funds as 
a footnote for instance, are insurers investing in a diversified portfolio of hedge funds. 
 
- Typo on Page 16: “However, when considering structural shifts in investing, the US considers impacts to 
investments that are: (i) novel to the industry or (ii) not novel but the investment allocation has materialy 
increased.” It should be 'materially' and not 'materialy'. 
 
- Section 3.3.2 – para 5 (Page 13) – “Structured products and securitisations can be seen as prime examples of 
complex alternative assets”.  Suggest that clarification can be given on whether unit trusts and investment linked 
securities with alternative assets as a component of its underlying invested assets will therefore be considered 
an alternative asset as well.  If the component is, say, less than 20%, will it be considered insignificant or 
significant to render the unit trust to be alternative asset? Without a set parameter, it may result in different 
treatment by different insurers. 

survey conducted 
in 2024. This list 
may be fine-
tuned based on 
the specific 
features of the 
jurisdictional 
framework. 
An asset could 
be described as 
"alternative: if it 
meets two or 
three of the 
listed. principles 
 

The Geneva 
Association, 
International 

We appreciate the IAIS’s dedication to a principles-based methodology for overseeing life insurers' exposures. 
However, we are concerned that the current draft heavily relies on the outdated label "alternative assets." This 
term unifies various instruments, such as investment-grade private credit, distressed hedge fund strategies, and 
unlisted infrastructure equity, despite their distinct risk profiles, liquidity characteristics, and supervisory histories. 
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Grouping such a diverse set into a single risk category may obscure crucial distinctions and could lead to 
disproportionate and inconsistent supervisory responses across jurisdictions. While we recognize that a 
complete re-categorization is not feasible within the current consultation period, we urge the IAIS to acknowledge 
this limitation explicitly and signal its intent to collaborate with industry professionals on developing more risk-
focused reference groupings before proposing any future policy or Insurance Core Principle (ICP) changes. 
 
The term "alternative assets" is no longer a useful risk category. In today's market, it conflates well-established, 
well-supervised investments (such as investment-grade private credit) with genuinely complex or speculative 
strategies. Labels that define assets by what they are not, rather than by the risks they bear, inevitably lead to 
misunderstanding. We recommend that the IAIS discontinue the umbrella term "alternative assets" and instead 
publish an illustrative, non-exhaustive list of risk-aware descriptors. Examples could include "private credit," 
"structured credit," and, more broadly, "non-traded assets." This illustrative list would serve as a starting point for 
supervisors without binding them to narrow definitions, while also highlighting the need for instrument-specific 
data. 
 
A test that simply assesses whether an instrument appears illiquid, complex, or hard-to-value risks inadvertently 
classifying ordinary investment-grade loans and securitizations into an "alternative" silo. This could potentially 
trigger capital or reporting hurdles that are disproportionate to their actual risk. We commend the paper's third 
paragraph in section 3.3.1, which rightly notes that exposures must be assessed within the context of an 
insurer's overall balance sheet, risk management sophistication, and liability structure. This is the correct 
framework and, in our view, it should be moved to the very beginning of Section 3.3 and highlighted as the 
organizing principle. Liquidity management, valuation controls, and governance expectations should be scaled 
according to an asset's assessed risk characteristics and its materiality within the portfolio. 
 
An overly broad definition of alternative assets carries several risks. If the definition is later used as a trigger for 
capital add-ons or quantitative limits, assets that share only one characteristic, such as limited secondary-market 
liquidity, could face undue constraints. Furthermore, insurers are vital providers of long-term private financing. A 
static or excessive definition could deter prudent investment in infrastructure, sustainable real estate, and other 
areas that support economic growth. 
 
We recommend retiring the term "alternative assets" and evaluating instruments directly by their credit quality, 
liquidity profile, valuation transparency, and structural leverage. This approach may differ by jurisdiction. We also 
recommend embedding proportionality explicitly: supervisory expectations for controls, data, and capital should 
increase with the materiality and combined risk factors of each asset class. Additionally, the proportionality 
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paragraph in 3.3.1 should be elevated and amplified to frame the entire section, ensuring that readers recognize 
portfolio context as the starting point for any risk assessment. Finally, we urge the IAIS to monitor rather than 
stigmatize recognize that insurers' recent allocation shifts reflect diversification and asset-liability-management 
disciplines, not a departure from high-quality investing. A truly principles-based framework should clarify, not 
obscure, the true economic risks of life insurers' investments. By abandoning the outdated "alternative assets" 
label, grounding supervision in clear risk characteristics, and applying proportionality, the IAIS will obtain richer, 
more comparable data while enabling insurers to continue supporting the real economy with well-managed, long-
term capital. 

American Council 
of Life Insurers, 
United States 

I. Comments on 3.3.1 (para. 2)  
 
ACLI acknowledges that there are differences in jurisdictional classification and regulation of assets. However, 
we do not believe these differences, which tend to reflect jurisdictional market conditions, historical investment 
practices, and regulatory frameworks, demonstrate a need for “a more consistent and harmonized approach to 
defining and regulating “alternative” assets.” 
While there may be merit to discussing whether the IAIS needs a potential framework for understanding trends in 
insurers’ assets and liabilities, the existence of differences between jurisdictional approaches does not create a 
need for the IAIS to attempt to superimpose a one-size-fits-all regulatory regime on jurisdictions with vastly 
different markets and capabilities. 
 
***Recommended edits Section 3.3.1 (para. 1, p. 12) 
(1) We suggest the first sentence of the first paragraph in 3.3.1 be revised to read, “The classification and 
regulatory treatment of all assets varies widely across jurisdictions, reflecting distinct <<consumer needs, >> 
capital market characteristics and stages of development, as well as regulatory <<expertise,>> frameworks and 
philosophies.  
(2) After "frameworks and philosophies" add two new sentences to para. 1 in 3.3.1: "<<Classification and 
regulation of all assets must take these market conditions into account.  This is true for assets well-understood 
by the regulatory community, as well as for those considered “alternative."">>  
 
***Recommended edits Section 3.3.1 (para. 2):  
(1)  Strike "approach to defining and regulating" after "a more consistent and harmonised" 
(2) Insert "understanding of the characteristics" after "harmonised". 
Amended, the sentence would read as: “These differences have underscored the need for a more consistent and 
harmonised  <<understanding of the characteristics of “alternative” assets.”>> 
 

Proportionality 
and jurisdictional 
differences have 
been emphasised 
more. 
Some of the 
proposals have 
been 
implemented or 
partially 
implemented in 
section 3.3. 
Others will be 
considered in 
future work. 
 



 
 
 
 

 

 

***Recommended edits  Section 3.3.1 (para. 3) 
(1) The second sentence in the third paragraph should be amended to read:  “Proportionality allows for a more 
nuanced and tailored approach to supervision, ensuring that life insurers effectively manage the <<potential>> 
risks associated with alternative assets while still benefiting from their potential advantages.” 
 
II. Comments on Section 3.3.2, Proposed Principles 
 
ACLI would like to reiterate our support for deference to jurisdictional supervision in our comments in this section. 
Particularly where the section describes the principles in the principles-based definition, it is critical to accept that 
the application of these principles will necessarily vary from jurisdiction to jurisdiction.  “Alternative” assets are 
deeply influenced by the diverse market and regulatory environments in different jurisdictions and different 
insurer business models and products, which means that a one-size-fits-all approach could stifle innovation and 
hinder effective practices like matching long-dated, illiquid liabilities with less liquid assets. 
 
ACLI generally supports principles-based approaches to standards; however, we are concerned that the 
proposed approach has resulted in a categorization of what qualifies as “alternative” assets based on global 
regulators perceptions of “illiquidity, complexity, or valuation uncertainty” that may undermine well-supervised 
assets in which life insurers regularly invest.  
 
Rather than defaulting to a single “alternative” bucket, a principles-based approach could differentiate asset 
classes by actual risk characteristics (e.g., credit rating, liquidity profile, or structure), should consider the nature 
of the liabilities they are supporting (e.g., duration, liquidity, etc.), and should recognize that risk characteristics 
will vary by jurisdiction. 
 
The Issues Paper assesses regulators' views on the degree to which assets meet the three principles in the 
“alternative” asset definition: valuation uncertainty, illiquidity, and complexity, but the results do not appear to 
account for how these factors may vary due to jurisdictional differences in capital markets. Categorizing assets 
without accounting for their jurisdiction can be misleading.  
 
The lack of unanimity in the mapping results demonstrate the challenge of attempting to classify an asset class 
across multiple jurisdictions, when the same asset may have different liquidity and valuation profiles depending 
on a jurisdiction’s capital and secondary markets. For example, when the IAIS used survey results to apply the 
“principles based” definition, CLOs were identified as harder to value than hedge funds, which is not the case in 
the U.S. market (see Figure 2). It is not clear how or if the IAIS plans to reconcile these inconsistencies. ACLI 



 
 
 
 

 

 

recommends that the Paper better acknowledge what is underpinning different countries’ approaches to 
“alternative” assets in a more centralized fashion. 
 
The Issues Paper appropriately and importantly notes that because insurers hold liabilities with similarly 
predictable, long-dated cash flows, they can more comfortably bear the illiquidity and reduce forced selling during 
times of market stress.  However, we do not think this important consideration is given appropriate weight or 
consideration in the Paper.      
 
III. Comments on Section 3.3.2, Liquidity (3rd para.) 
 
***Recommended edit, Section 3.3.2 (3rd para.):  
(1) The second sentence in the third paragraph of 3.3.2 should be amended to read:  "An insurer’s liquidity risk 
<<must be well understood and managed, as it is critical>> and to its ability to meet its commitments in a timely 
and cost-effective manner.”  
In addition, the issue of liquidity is not new to supervisors.  This Section of the Consultation would benefit from 
consideration of jurisdictional liquidity stress tests, including the U.S. Liquidity Stress Testing Framework.  
 
IV. Comments on Section 3.3.2, Complexity (5th para.) 
 
***Recommended edits Section 3.3.2 (5th para): 
(1) The first sentence of the fifth paragraph in 3.3.2 should be amended to read, “Thirdly, complexity refers to the 
intricate structure or nature of an asset, which <<could make>> it difficult to understand, evaluate, monitor and 
manage. 
(2)  ACLI recommends adding another sentence after the first sentence of the first paragraph in 3.3.2 -  
<<Complexity does not in and of itself make an asset riskier.>>  
(3) The second sentence of the fifth paragraph in 3.3.2 should be amended to read, "Complex assets often 
require specialised knowledge, and expertise <<and governance, both at the life insurer and insurance 
supervisory level, but with these processes in place, complex assets can be part of a more diversified pool of 
appropriately managed assets.”>> 
(4) The fifth and sixth sentences of the 5th paragraph in 3.3.2 should be amended to read, “They may involve 
multiple layers of financial instruments and derivatives, each with its own risk <<and risk mitigating>> profiles. 
This complexity, <<without proper sophistication and understanding of the assets,>> can obscure the effective 
risk, <<mitigation>> and return characteristics of the investment, making it harder for investors and supervisors 
to <<understand>> and assess these assets effectively. 



 
 
 
 

 

 

 
***Recommended edits Section 3.3.2 (6th para): 
(1) The last sentence of the last paragraph of Section 3.3.2 should be amended to read, <<“Prioritizing 
understanding the fundamental characteristics of any asset should be foundational to any risk principles.  This 
can be reflected in the various levels of sophistication already being applied by the regulatory community.  For 
example,>> in the US the assessment of structured securities varies depending on the specific features (e.g., 
agency mortgage-backed securities are not considered to be “alternative” assets due to their well-established 
and liquid market and capital requirements for insurers).” 
 
V. Comments on Section 3.3.3, Mapping of "alternative" assets 
 
ACLI agrees that there should be “necessary flexibility” in the supervision of insurer investments. Flexibility is 
essential to allow jurisdictions to properly tailor or target their regulatory oversight to specific assets and market 
conditions, providing for adaptability while preventing procyclicality generated by overly prescriptive regulation. In 
addition to flexibility, facilitating understanding of asset characteristics is also key. 
 
***Recommended edits to 3.3.3 (para. 1) 
(1) Amend the first sentence of the first paragraph in 3.3.3 to read: " A principles-based approach is crucial to 
enable the necessary <<understanding and>> flexibility in supervision.  
(2) Amend the second and third sentence of the first paragraph of 3.3.3 to read: "The monitoring and 
<<understanding>> of global trends within alternative assets could benefit from a harmonising description <<that 
prioritizes the fundamental underlying characteristics of such assets. This will help supervisors>>  extract the 
relevant data from supervisory reporting." 
(3) Amend the last sentence of the first paragraph in 3.3.3 to read:  "Such <<evidence-based>> monitoring and 
<<understanding of the asset’s characteristics>> is essential to assess global concentrations and global financial 
stability implications.” 
 
VI. Additional comments on 3.3.3 
 
The proposed mapping in Section 3.3.3 raises questions as to whether the proposed definition is actually a 
principles-based definition or rather a simplified list of rules that automatically designates assets as “alternative,” 
potentially resulting in more assets being listed as “alternative” than necessary.  ACLI encourages the IAIS to 
consider a more principles-based approach that would differentiate asset classes by actual risk characteristics 
(i.e., credit rating, liquidity profile, or structure) and expressly considering the nature of the liabilities the assets 



 
 
 
 

 

 

are supporting (duration, liquidity, etc.), along with the market conditions of a given jurisdiction. 
 
The paper cites the variations between jurisdictions as evidence of the need for a global definition of “alternative” 
assets but does not attempt to explain why the jurisdictional variations exist, which can falsely give the 
impression that the differences are arbitrary or a reflection of weaker/stronger oversight.  ACLI recommends 
amending the paper to explain that variations in the classification and regulation of assets reflect jurisdictional 
market conditions, historical investment practices, and regulatory frameworks. While the existence of differences 
may invite additional study to improve understanding, the existence of differences does not necessarily create a 
need for the IAIS to attempt to superimpose a standardized approach when the differences are known and 
attributable. 
 
Categorizing assets without accounting for their jurisdiction can create misleading results.  The mapping exercise 
results, shown in Figure 2, demonstrate the challenge of classifying the same asset class in different markets, 
when the same asset can have very different liquidity and valuation profiles depending on the jurisdiction. For 
example, CLOs are identified as harder to value than hedge funds, which is not the case in the U.S. market (see 
Figure 2).  
 
The fact that there is not a single asset class where there is unanimous agreement to what extent the asset class 
meets the proposed principles indicates that any attempt at creating an “indicative” list of assets is likely to result 
in misapplication of the label for certain jurisdictions. ACLI also agrees “that variations are likely to exist within 
each asset class – given the degree of heterogeneity that exists within each asset class.” 
 
VII. Comment on Figure 3 and the paragraph preceding it 
 
Figure 3 and the paragraph preceding it should be deleted.  The survey was subjective.  Converting it to a table 
to appear quantitative is misleading, at best. 
 
VIII. Comment on Table 1 Indicative mapping of “alternative” asset classes to the principles  
 
ACLI questions the usefulness of a global mapping of the principles, since as the paper admits, what is 
“alternative” in one jurisdiction may not be in another. ACLI recommends deleting the mapping exercise. If the 
IAIS opts to retain the table, ACLI recommends adding a note to the table explaining that this list is not intended 
to be used as a dispositive finding that these assets are “alternative” or not and that such a finding is necessarily 
jurisdiction specific. 



 
 
 
 

 

 

Alternative 
Investment 
Management 
Association, 
Global 

Comments on section 3.3 A principles-based classification 
 
We have multiple concerns with the proposed principles-based approach to classifying alternative assets based 
on valuation uncertainty, illiquidity, and complexity: 
1. As noted above, applying all three principles to the broad range of fourteen different alternative assets masks 
their very different risk profiles as well as the types of liabilities they back. These principles ignore key drivers of 
economic risk, including critical distinctions in asset quality, structure, and oversight. As noted above, even within 
the category of private credit, the nature and extent of liquidity, valuation and complexity can vary significantly. 
From a supervisory perspective, categorizing the level of risk solely based on these three principles does not 
sufficiently account for the key drivers of risk or potential risk mitigants in place. As a result, we recommend 
abandoning the attempt to define alternative assets and instead collecting data and analyzing the unique key 
drivers of risk for each of the listed fourteen assets, based on their distinct asset design, funding mechanisms, 
specific market functions, and the extent and nature of the pre-existing regulatory environment. 
2. The weaknesses of the principles-based approach are compounded when the proposed level of aggregate 
risk of all three principles is mechanically added up for each of the fourteen asset classes. We recommend 
removing entirely from the final version the mapping of these principles based on an undefined, qualitative 
assessment of how each principle applies to the fourteen alternative assets. We do not believe that Figure 3's 
aggregate risk ranking aligns well with the economic reality of the investment risk of each asset class. For 
instance, Figure 3 lists emerging market debt as the least risky of alternative assets, a result that, in our view, 
most objective observers would likely dispute. 
3. The approach pays insufficient attention to how each principle (liquidity, valuation, and complexity) should be 
considered from an asset-liability management (ALM) perspective. Sound ALM practice recognizes the value 
and safety of matching longer-term liabilities with longer-term, less liquid assets. The proposed liquidity principle 
does not accurately account for this important aspect of sound life insurance asset-liability management. With 
respect to valuation, longer-term investments, such as private credit or infrastructure, while less easily marked-
to-market daily, are more stable, which matches well with liabilities that are similarly difficult to mark daily. What 
is important is that, as part of the ALM process, insurance investments should match well with the relevant 
liabilities from both a cash flow and duration perspective and from an accounting basis (consistent cost or market 
value accounting for both assets and liabilities). For instance, infrastructure bond investments are not and should 
not be measured on a daily-mark-to-market basis in the same way that it would not make sense to mark-to-
market very long-duration liabilities that are not affected by temporary market fluctuations.  
4. Regarding complexity, there are undoubtedly many complex insurance liabilities (e.g., variable annuities) that 
alternative assets can serve an effective and appropriate role in supporting from an ALM perspective. 
5. The approach neglects to consider any existing risk mitigants in place around these assets and their 
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associated liabilities. For example, the NAIC is currently updating its risk-based capital (RBC) framework 
specifically for private asset classes like structured securities, as well as its financial disclosure framework 
around these asset classes (e.g., the recent Schedule BA clarifications, enhanced reporting for reinsurance 
assets, etc.). It also has asset adequacy testing and liquidity stress testing in place to ensure performance 
expectations are realistic and insurers have enough liquid assets in place to address significant economic 
events, like an interest rate spike. Such risk mitigants do change the nature of regulatory considerations around 
risk, and activities that may be viewed as risky in a banking context, like private corporate loans, may not have 
the same level of risk when considered from an insurance supervisory perspective. 
6. The IAIS Consultation introduces inconsistency in its proposed principles when it excludes traditional 
corporate private placements in the US from alternative assets "because they do not meet the criteria of 
complexity and valuation uncertainty, even though they meet the liquidity criteria." However, corporate private 
placements have similar valuation, complexity, and liquidity characteristics as direct lending. For consistency, 
should direct lending also not be considered an alternative asset? The paper introduces another divergence from 
its own principles when it states that "an asset type supported by a well-developed regulatory framework, 
alongside a liquid market and/or active secondary market, may not be considered" an alternative asset. As a 
result, the paper excludes agency mortgage-backed securities in the US "due to their well-established and liquid 
market and capital requirements for insurers." The implication here is that an asset is only an alternative when it 
lacks a well-established market and capital requirements for insurers. As noted above, many of the fourteen 
alternative assets have extensive historical data and established regulatory frameworks. 
 
On a related note, the IAIS Consultation's definitional focus on U.S.-specific assets, along with the significant 
discussion in the second section of the consultation on US use of offshore "asset-intensive" reinsurance, creates 
the appearance that the IAIS Consultation is overly focused on the US insurance market and supervisory 
framework. 

Everlake Life, US 

Generally, given the Consultation's stated intention to create a "principles-based approach", the Consultation 
should consider an approach that would differentiate asset classes by actual risk characteristics (i.e., credit 
rating, liquidity profile, or structure) and expressly considering the nature of the liabilities the assets are 
supporting (duration, liquidity needs, etc.), along with the market conditions of a given jurisdiction. 
 
The second sentence in the third paragraph of Section 3.3.2 should be amended to read, “An insurer’s liquidity 
risk must be well understood and managed as it is critical to its ability to meet its commitments in a timely and 
cost-effective manner.” 
 
The issue of liquidity is not new to supervisors.  We would point the IAIS to the NAIC Liquidity Stress Testing 
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regime as an example. 
 
The first two sentences of the fifth paragraph should be amended to read, “Thirdly, complexity refers to the 
intricate structure or nature of an asset, which could make it difficult to understand, evaluate, monitor and 
manage.  Complexity does not – alone – make an asset riskier.  Complex assets often require specialised 
knowledge, expertise and governance, both at the life insurer and insurance supervisory level.” 
 
(See, e.g., Alberto Botta, et. al., “When complexity meets finance: A contribution to the study of the 
macroeconomic effects of complex financial systems”, Research Policy, No 51, Issue 8, Oct 2022 (“The results 
of our computational model suggest that when complexity meets finance, this may lead to rather different 
macroeconomic effects with respect to those traditionally ascribed to the more standard phenomenon of product 
or economic complexity. […] Our simulations suggest that the macroeconomic implications of financial 
complexity are much more nuanced, to say the least.”) 
 
The fifth and sixth sentences of that paragraph should be amended to read, “They may involve multiple layers of 
financial instruments and derivatives, each with its own risk and risk mitigating profile. This complexity, without 
proper sophistication and understanding of the assets, can obscure the effective risk, mitigation and return 
characteristics of the investment, making it harder for investors and supervisors to understand assess these 
assets effectively.” 
 
The last sentence of the last paragraph of that section should be amended to read, “Prioritizing understanding 
the fundamental characteristics of any asset should be foundational to any risk principles.  This can be reflected 
in the various levels of sophistication already being applied by the regulatory community.  For example, in the 
US, the assessment of structured securities varies depending on the specific features, eg agency mortgage-
backed securities are not considered to be alternative assets due to their well-established and liquid market and 
capital requirements for insurers." 
 
Section 3.3.3 
The first paragraph of section 3.3.3 should be modified to read, “A principles-based approach is crucial to enable 
the necessary understanding and flexibility in supervision. The monitoring and understanding of global trends 
within alternative assets could benefit from a harmonising description that prioritizes the fundamental underlying 
characteristics of such assets.  This will help supervisors  in order to be able to extract the relevant data from 
supervisory reporting. Such evidence-based monitoring and asset characteristic understanding is also essential 
to assess global concentrations and global financial stability implications.” 
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As noted above, As an example, in section 3.3.3, “principles based” definition in Figure 2 suggests that CLOs are 
harder to value than hedge funds, which is not the case in the U.S. market. The Consultation would be improved 
by considering jurisdictional differences and removing inconsistencies. 
 
Figure 3 and the paragraph preceding it should be deleted.  The cited survey was qualitative.  Converting it to a 
table to give qualitative data the appearance of being quantitative is misleading, at best, as to the purpose of a 
qualitative survey.  It also casts certain assets in an unfair and unsupported pejorative light that is inconsistent 
with stated purpose of the Consultation. 

Athene, USA 

"ALTERNATIVE - TO WHAT, EXACTLY?" Assets are assets; they should be assessed on objective 
fundamentals – credit quality, liquidity profile, cash-flow predictability, and governance – not on whether they 
happen to trade on an exchange or be subject to a, by definition, subjective view of complexity. Labeling a broad 
swath of investment grade, low-volatility private credit as “alternative” implicitly suggests it is other, or somehow 
inferior, to “mainstream” investments. That presumption does not withstand empirical scrutiny: the sharp swings 
in public-equity indices during 2022 - 24, the increasing leverage and mark-to-market shocks in sovereign bonds 
(together with zero capital prescribed under certain solvency models) and the failure of several listed regional 
banks all underscore that “public” does not automatically mean “safer” or “better.”We therefore support a truly 
principles-based supervisory lens and urge the IAIS to:    1. Retire - or precisely define - the term “alternative 
assets.” If retained, it must not conflate investment grade private placements with highly leveraged or speculative 
strategies.    2. Judge all asset classes on the same neutral principles – credit risk, duration, liquidity, structure, 
and governance – regardless of listing status.    3. Avoid one-size-fits-all buckets that could distort risk weights, 
discourage diversification, and paradoxically, push insurers toward more pro-cyclical public markets.Please see 
a more expanded discussion below that supports these three suggestions.LEGACY TERMINOLOGY MASKS 
REAL-WORLD PRACTICESTerms like “alternative assets” carry legacy bias and do not reflect the present 
realities of insurer investment portfolios. The category lumps together truly high-risk strategies (e.g., distressed 
hedge funds) with conservative, match-funded private credit.Ideally, updating this catchall terminology to identify 
individual asset classes would more accurately capture the wide variety of fixed-income instruments.   At the very 
least, the Issues Paper should acknowledge the inherent implications of this label, and that it is being used for 
convenience or for lack of a better option.  Any actual policymaking discussions would have to provide more 
precise differentiation and analysis of the different assets captured in the term “alternative assets,” as they are 
not identical or even similar in many cases.PRIVATE CREDIT IS NOT A 'RISK CATEGORY'The private credit 
market is not simply a niche for leveraged buyouts. It is now an expansive part of our real economy and spans 
residential and commercial mortgages, infrastructure debt, and corporate lending, often to investment grade 
borrowers. Many of these non-public credit exposures are investment grade – contrary to the Issues Paper’s 
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implication that “private” equates to riskier. For example, a 2024 MetLife, United States report shows that overall 
2023 private placement debt issuance is comprised of 48% NAIC-1 (rated A- or higher), 51% NAIC-2 (BBB+ to 
BBB-), and a limited amount of below investment grade (BB+ or lower).  (MetLife, United States Investment 
Management, March 2024, Investment Grade Private Credit- Private Placement Debt Investments, p. 
5).PRINCIPLES-BASED VS. 'ALTERNATIVE' LABELA rules-based classification of “alternative assets” rooted in 
perceived “illiquidity, complexity, or valuation uncertainty” inadvertently undermines well-supervised, mainstream 
assets in which insurers invest daily. Rather than defaulting to a single “alternative” bucket, an approach that 
differentiates actual risk characteristics (e.g., credit rating, liquidity profile, or structure) would provide regulators 
with more nuanced insights. Categorizing assets without accounting for their jurisdiction can be misleading.  The 
Issues Paper assesses regulators' views on the degree to which assets meet the three principles in the 
“alternative asset” definition: valuation uncertainty, illiquidity, and complexity. The results reflect the challenge of 
classifying the same asset class in different markets, which can have very different liquidity and valuation 
profiles. For example, CLOs are identified as harder to value than hedge funds, which is not the case in the U.S. 
market.It may not have been the IAIS’s intention to impose a one-sized fits all list of “alternative” assets.  If that is 
the case, the Issues Paper should clarify that (1) the application of the definition of “alternatives” is a jurisdictional 
decision and (2) that the IAIS does not intend to create a list of “alternative” assets. 

Insurance Europe, 
Europe 

Insurance Europe, Europe welcomes the IAIS’s commitment to a principles based approach for monitoring 
insurers’ exposures, yet the benefit of classifying asset classes between “traditional” and “non-traditional” 
remains unclear.  
 
The separation is imprecise, and bundles together instruments whose risk profiles and economic characteristics 
in a look-through view differ markedly.  
 
Treating this heterogeneous set as a single risk bucket may obscure meaningful distinctions and could lead to 
supervisory responses that are not proportionate. This is especially the case as exposures must be assessed in 
the context of an insurer’s overall balance sheet, risk management sophistication and liability structure. 
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(GFIA), Global 

GFIA welcomes the IAIS’s commitment to a principles-based approach for monitoring insurers’ exposures, yet 
the benefit of classifying asset classes between “traditional” and “non-traditional” remains unclear, notably with 
the paper acknowledging that what is “traditional” in one jurisdiction may not be traditional in another. The 
separation is imprecise and economically uninformative: it bundles together instruments whose risk profiles and 
economic characteristics in a look-through view differ markedly. Treating this heterogeneous set as a single risk 
bucket risks obscuring meaningful distinctions and could lead to supervisory responses that are not 
proportionate. This is especially the case as exposures must be assessed based in the context of an insurer’s 
overall balance sheet, risk management sophistication and liability structure.  
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Building on this, GFIA has some concerns that the “indicative mapping” could be misleading because some of 
the assets listed would not meet two or three of the principles, depending on the jurisdiction. Creating a list takes 
the definition out of the realm of principles-based and makes it one-sized fits all. GFIA recommends clarifying 
that it is up to individual jurisdictions to determine what qualifies as “alternative assets”. 
 
GFIA agrees that the notion of proportionality is crucial. It is noted that many jurisdictions have no established 
definitions or supervisory requirements for alternative assets. The increase in alternative investments is not a 
phenomenon unique to insurance companies, but a trend seen throughout the real economy.  
Therefore, should the importance of alternative investments increase in the insurance sector in the future, it 
would be desirable to have a principles-based approach that differentiates asset classes by actual risk 
characteristics (credit rating, liquidity profile, or structure) to provide regulators with more nuanced insights.   
Proportionality also demands evaluating the impact of alternative assets relative to the types of liabilities in a 
portfolio. 
 
3.3.3 Mapping of alternative assets to the principles: As noted in Figures 2 and 3, even within the same asset 
class, each brand and investment case has diverse characteristics. Therefore, when discussing “alternative 
assets” (or further subdividing or expanding the list), it should be noted that a one-size-fits-all risk assessment 
based on asset class alone may result in a large discrepancy from the actual situation. GFIA recommends 
keeping the indicative list under continuous review and defining exposure thresholds that prompt detailed 
assessments. 
 
GFIA has several concerns with the proposed definition of alternative assets: 
 
- The definition is exceedingly broad. Based on the definition as currently drafted, an asset needs to satisfy just 
one of the three criteria (illiquidity, complexity, or valuation uncertainty) to be classified as an alternative asset. 
This definition would include investments such as mortgages and real estate that have been a longstanding 
component of many insurers’ investment portfolio. 
 
- The term “alternative” suffers from legacy bias. Historically, the term has referred to higher risk investments 
such as hedge funds or distressed debt. In contrast, the modern market for non-public fixed income (often 
labelled “alternative”) now exceeds $40 trillion, with a large share of these instruments rated investment grade 
and aligning well with long-dated insurance liabilities. The “alternative” labelling may inappropriately tarnish high 
quality, well-supervised, mainstream investments.  
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- Alternative assets, as defined in the paper, have markedly different risk profiles. A tranche of a collateralised 
loan obligation (CLO), for example, has significantly different risk than real estate or private credit origination. 
“Alternative assets” are found across the risk/return profile, and GFIA believes that supervisory measures should 
be tailored to the risk profile, not the “alternative” label. 
 
- The labelling of “alternative” may fail to account for evolutions in market and supervisory practices, thus 
permanently attaching the optic of novelty and riskiness to safe, mainstream investments. 
 
- As the paper itself illustrates in figure 2 in section 3.3.3, the categorisation of assets as “alternative” has a 
jurisdictional flavour. Different supervisory authorities have different degrees of experience with different types of 
investments, and jurisdiction-specific market dynamics result in different liquidity or valuation profiles. 
 
- The labelling of “alternative assets” may lead to supervisory measures being shaped by labelling rather than 
risk characteristics, which could inadvertently suggest that “alternative” investments are inherently more risky or 
less protective for policyholders – a view not supported by GFIA. 
  
- The proposed changes to the Insurance Core Principles (ICPs) in section 6 include a handful of references to 
alternative assets, lending credence to this concern. 

International 
Actuarial 
Association (IAA), 
International 

The IAA agrees that it is important to establish a principle-based definition of what should classified as an 
alternative asset, and that this should be supported by guidance on how the definition should be interpreted  
 
Given that the valuation of many classes of asset is subject to the application of subjective assumptions, more 
thought needs to be given to when that subjectivity is such that an asset should be considered “alternative” - one 
example given is real estate, different values may have different comparable market data is available. Another 
example is long-term sovereign bond. 
  
It might be better not to focus on the characteristics of assets itself, but on the feature like complexity and 
unfamiliarity which align to the purpose of focusing alternative assets. 
 
3.3.1 The “Principles-based definition of alternative assets:” may be amended to include “hidden leverage” in 
addition to the features like valuation uncertainty, illiquidity, or complexity.  
 
3.3.2 Under “Proposed principles”, the key principle of “hidden leverage”, may be explained as the fourth 
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principle, to be in line with the suggested definition above. 
 
3.3.3 Whilst it makes sense for there to be flexibility through using a principles-based approach, so that different 
supervisors can adapt their approach to the local context, it is important for there to be clarity in how each 
supervisor is interpreting the principle to give clarity to insurers. 
 
3.3.3 In the sixth paragraph under Figure 2, the third sentence specifies the ranking which does not corresponds 
to Figure 3 and may be amended. 

concern and area 
of attention 
Proportionality 
and jurisdictional 
differences apply. 
 
Paragraph 6 - 
your point is not 
clear 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

The Principles-based Definition of Alternative Assets Should Align with Industry Practice 
 
We agree that a clear and consistent framing of alternative assets will help regulators assess cross-border 
investment trends, promote transparency, and improve comparability in reporting. However, we submit that 
refinement and alignment with industry practice is critical to make sure that such a definition is both analytically 
meaningful and practically implementable. 
 
We support a principles-based framework but would urge the IAIS to work closely with relevant industry groups – 
particularly the Standards Board for Alternative Investments (the “SBAI”) – which has developed data standards 
and reporting protocols for alternative asset exposures. In particular, SBAI’s Open Protocol provides a robust, 
industry-vetted approach to capturing asset class data, risk metrics, and transparency indicators that would 
materially enhance the utility and comparability of supervisory data collection across jurisdictions. We encourage 
the IAIS to build on such workstreams rather than developing a parallel definitional framework.  See Standards 
Board for Alternative Investments, Open Protocol Templates standardize the collection and collation of risk 
information for alternative investment funds, available at: https://www.sbai.org/toolbox-resources/open-
protocol.html. 
 
Further, we caution against grouping a broad range of asset types under a single “alternative assets” umbrella. 
As currently framed, the IAIS proposes to include private equity, real estate, infrastructure, hedge funds, and 
private debt. While we recognize that these asset types may share characteristics such as illiquidity or valuation 
uncertainty, it is misleading to treat them as homogenous from a risk management or regulatory perspective. In 
U.S. statutory reporting, for example, private and public debt are treated similarly under Schedule D, while real 
estate is reported in a separate category. It is also common practice for insurers to classify private equity and 
hedge funds as “alternatives,” but not necessarily to include real estate or infrastructure within the same 
grouping. 
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As such, we recommend that the IAIS consider a more granular taxonomy that reflects how insurers and 
supervisors currently evaluate these asset classes in practice. This would support better risk calibration and 
prevent misinterpretation or overgeneralization of aggregate exposures. We also suggest that the IAIS clarify 
how structured securities, particularly those that may exhibit attributes of both traditional and alternative assets, 
would be treated under the proposed framework, including any differentiation between securitizations that are 
widely traded versus bespoke, illiquid instruments. 

Bermuda 
International Long 
Term Insurers and 
Reinsurers 
(BILTIR), Bermuda 

Section 3.3.1 Rationale: For purposes of the Issues Paper, we understand the rationale for developing a 
“principles-based definition of alternative assets.” Respectfully, we believe the definition as drafted fails to 
account for sound asset-liability matching. We strongly oppose its use to inform policymaking, and if that is the 
intent of the IAIS we believe the definition needs to be reworked considerably. That said, we recommend the 
IAIS remove reference to “alternative assets” in the proposed enhancements to the ICPs in Section 6.   
 
We have several concerns with the proposed definition, and believe differentiating asset classes by specific risk 
characteristics is more appropriate than defaulting to a single “alternative” category for the following reasons: 
 
1. The definition is exceedingly broad. Based on the definition as currently drafted, an asset needs to satisfy just 
one of the three criteria (illiquidity, complexity, or valuation uncertainty) to be classified as an alternative asset. A 
significant percentage of insurer investments would satisfy this definition, including investments such as 
mortgages and real estate that have been a longstanding component of many insurers’ investment portfolios.  
 
2. The term “alternative” suffers from legacy bias. Historically, the term has referred to higher risk investments 
such as hedge funds or distressed debt. In contrast, the modern market for non-public fixed income 
(inappropriately labelled “alternative”) has grown with a large share of these instruments rated investment grade 
and aligning well with long-dated insurance liabilities. The “alternative” labelling may inappropriately tarnish high 
quality, well-supervised, mainstream investments.  
 
3. Alternative assets, as defined in the Issues Paper, have markedly different risk profiles. A tranche of a CLO, 
for example, has significantly different risk than real estate or private credit origination. “Alternative assets” are 
found across the risk/return profile, and we believe that supervisory measures should be tailored to the risk 
profile, not the “alternative” label.  
 
4. The labelling of “alternative” may fail to account for evolutions in market and supervisory practices, thus 
permanently attaching the optic of novelty and riskiness to safe, mainstream investments. 
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5. As the Issues Paper itself illustrates in Figure 2 in Section 3.3.3, the categorization of assets as “alternative” 
has a jurisdictional flavour. Different supervisory authorities have different degrees of experience with different 
types of investments, and jurisdiction-specific market dynamics result in different liquidity or valuation profiles. 
 
6. Finally, the labelling of “alternative” invites supervisory measures based solely on this labelling, leading to the 
optic that “alternative” investments inherently undermine policyholder protection which we do not believe to be 
the case. The proposed changes to the ICPs in Section 6 include a handful of references to alternative assets, 
lending credence to this concern.  As stated above, we recommend those references be removed.  
 
Given the above challenges, we believe a better and truly principles-based approach would classify assets by 
principles such as (i) credit quality, (ii) liquidity horizon, (iii) structural complexity and (iv) valuation observability. 
Supervisory measures can then be calibrated to the actual risk driver. If the IAIS retains the definition as drafted, 
we respectfully request the paper acknowledge its shortcomings. 

has been 
explained. 
Measures are not 
intended to be 
covered in detail 
in an issues 
paper. 

Athora, Bermuda 

The three dimensions underpinning the proposed definition of alternative assets are welcome.  However, there 
are important further improvements needed 
 
Liquidity 
• The “liquid” / “illiquid” characterisation appears binary, thereby missing the critical dimension of time to maturity. 
Within the context of asset liability matching and diverse portfolio management, this dimension is critical, 
particularly as this is relevant for public and private assets depending on liquidity needs of the insurer.  
• “Illiquidity” is defined in the document by the inability to convert an asset into cash within moderate cost and 
time limits.  However, ‘alternative’ fixed income assets have a maturity and, even in the absence of any 
secondary market liquidity, these assets convert into cash at maturity.  
• The alternative credit universe exhibits wide dispersion of maturity by type of asset from whole mortgages to 
trade receivables. 
• “Limited liquidity can hamper the effectiveness of risk management tools when assets cannot be liquidated to 
cover cash outflows” must be considered differently by maturity: for example, whole mortgages and infrastructure 
debt are very long-term in nature, while trade receivables that mature over a 90-day period can be a source of 
cash. 
• Beyond the time required to convert into cash, the maturity of an alternative credit asset tends to drive its risk 
profile, both in terms of default risk and market value volatility 
Valuation 
• Fair value needs to be understood in the broader context of what this shows and for what purpose: an asset 
may be hard to fair value as there is no market for it at a time of sale.  The GFC and other crises have shown this 
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happens for public and private assets.  
• Valuation uncertainty must be considered in comparison to ‘traditional’, public assets. Trading volumes in public 
corporate bonds is, for example, concentrated in a small number of large, on-the-run, bond issues, with the 
majority of bonds experience little or no trading for a period of time (see Barclays publication “Estimating the 
liquidity risk premium; Predicting corporate bond trading volume”, January 2025). 
• Additionally, “valuation uncertainty” needs to be considered in the context of the timing for different types of 
institutions as noted in 3.2. The ‘fair value’ of an asset at a point in time during a period of increased market 
volatility might be more or less irrelevant as long as the debtor survives and the liquidity profile of the insurer has 
not changed (no increases in lapses).   
• The way the survey questions (figure 2 under 3.3.3) are designed does not directly address the most relevant 
aspects of valuation: participants assign to each asset type ‘standard valuation’, ‘hard to value’, or ‘very hard to 
value’.  This wording refers to a process point (does an established process apply to the valuation of the asset) 
but does not directly address the issue of reliability of the valuation, i.e. potential risk of the valuation differing 
from the execution price of a potential, non-distressed, sale of the asset.  
• An example of this issue is the ‘Unlisted Commercial RE’ and ‘Unlisted Residential RE’ assets, which are 
predominantly scored ‘standard valuation’ due to the fact that the majority of insurers have standard valuation 
processes in place.  However, this does not capture the intrinsic valuation uncertainty of physical real estate. 
• Conversely, CLOs are reported in majority as ‘hard to value’, despite the fact that the uncertainty about fair 
value, and realized difference between sale price and value on balance sheet, tends to be very low.  
• Valuation uncertainty is, in the case of fixed income assets, closely related to maturity, as is liquidity. As fixed 
income assets are priced on yield, valuation uncertainty tends to be proportional to duration. 
• On this basis, valuation uncertainty is equally applicable whether an asset is traditional or alternative. 
Complexity 
Further refinements are suggested to enhance the effectiveness of this term 
• Link to Prudent Person Principle (PPP) and local expertise. ‘Complexity’ must be viewed in the context of the 
skills, experience, systems of the investor and applies equally traditional as well as ‘alternate’ assets.  
• Complexity may be defined as features of assets that lie at the boundaries of the insurer’s ability to understand, 
evaluate, monitor and manage (PPP capability) the investment in the asset, which will vary by company and by 
region.  
• For instance, interest rate and inflation derivatives employed at a large scale by European insurers are well 
understood and controlled by them and not viewed as complex, while they may be viewed as complex by U.S. 
insurers with less in-house expertise. Vice-versa, CLOs and agency MBS commonly invested into by U.S. 
insurers, and supported by strong in-house expertise, will tend to be viewed as ‘complex’ by European 
companies with more limited experience in the field.  



 
 
 
 

 

 

• Data and transparency. ‘Complexity’ may become a risk factor when there are questions around PPP capability 
and/or availability/transparency of relevant data. The availability of transparent and detailed data is a relevant 
factor for supervisors to evaluate whether an asset is defined as complex or not. 
• In this context, ‘information gaps’ vs. ‘information advantage’ needs to be properly understood.  A way of 
investing in ‘alternative’ assets (e.g. insurance company commits to a closed-end commingled private credit 
funds, and then just receives quarterly reports 4 months after each quarter end) may exhibit information gaps. 
However, more advanced/experienced approaches rely on full information review before investment by the 
insurer. The level of depth of information is in this case significantly greater than in typical public market 
investments. 
Securitisations 
While table 1 in 3.3.3 clearly places ‘private, non-syndicated, or highly customised securitisations’ in the 
alternatives world, the rest of the section appears to catch all types of securitisations in the ‘complex’ category.  
We would suggest recognising the work of the EU towards the development a deeper, better functioning 
securitisation market in Europe and adjusting the securitization-related text of the consultation paper to avoid the 
risk of generalization. 
The Draghi 2024 report (link) highlights the role of the securitisation market in the forward path of the E.U. 
economy to bolster growth and financial resilience through several angles: 
• Increase in banks’ lending capacity  
• Deeper, more integrated capital markets as securitization can bridge the gap between loan origination by banks 
and the investment needs of long-term investors such as pension funds and insurance companies 
• Reduction in the reliance of European corporates on bank lending (e.g. during financial stress periods), through 
the diversification of funding sources 
• Alignment of regulatory frameworks applicable to investments in securitisations with economic risks 
The ESMA/EIOPA/EBA March 2025 report on securitization (link) points to specific actions that could strengthen 
the European securitization market. 
General comments 
• The presence in the report of two categories ‘private credit’ and ‘direct lending’ is confusing, as they probably 
have a very large overlap. If they actually refer to the same assets, we would suggest keeping only one of the 
two denominations. We also note that the term ‘infrastructure’ is ambiguous, as infrastructure debt and 
infrastructure equity have different characteristics 
• The reference to CDOs as an asset category made in 3.3.3 appears unnecessary, given the lack of issuance 
and investment activity in that market. 



 
 
 
 

 

 

Qatar Financial 
Centre Regulatory 
Authority, Qatar 

3.3.1 The “Principles-based definition of alternative assets:” may be amended to include “hidden leverage” in 
addition to the features like valuation uncertainty, illiquidity, or complexity.   
  
3.3.2 Under “Proposed principles”, the key principle of “hidden leverage”, may be explained as the fourth 
principle, to be in line with the suggested definition above.   
 
3.3.3 In the sixth paragraph under Figure 2, the third sentence specifies the ranking which does not corresponds 
to Figure 3 and may be amended. 

Hidden leverage 
is not seen as a 
principle, but 
instead a 
supervisory 
concern and area 
of attention. 
Comment on a 
potential mistake 
is unclear 

American 
Investment 
Council, United 
States 

[The following is an excerpt from our General Comment.] The Issues Paper also makes inferences and draws 
conclusions that are wholly unsupported by quantitative or historical data. A particularly concerning example 
pertains to the “indicative” alternative asset classes set forth on Table 1 that appear to be intended to serve as 
the de facto alternative asset classes under the IAIS principles-based definition of the same. Section 3.3.1 
proposes an open-ended definition of “alternative assets” such that alternative assets are assets “which display a 
high degree of either valuation uncertainty, illiquidity or complexity, or a combination of these” (“Principles”). An 
“indicative” alternative asset class as set forth on Table 1 is an asset that meets “two or three” of the Principles. 
Although Table 1 classifies a total of 12 alternative asset classes as “indicative” alternative asset classes, the 
Issues Paper fails to provide a basis for how any one or more of the indicative alternative assets were 
determined to display a high degree of the valuation uncertainty, illiquidity or complexity, and no quantitative data 
was provided to support such a conclusion. Although a qualitative survey of insurance supervisors was 
discussed in the same section, the data – a 2024 survey of supervisors reflecting their views with respect to (a) 
valuation uncertainty, (b) illiquidity, and (c) complexity of alternative assets (see Figure 2) – actually supports a 
conclusion that no alternative asset class exhibits a high degree of valuation uncertainty, illiquidity, or complexity. 
For example, with respect to collateralized loan obligations (“CLO”), only a very small minority of supervisors 
took the position that CLO investments are “very illiquid” with respect to the liquidity poll, “very hard to value” with 
respect to the valuation poll, or “very complex” with respect to the complexity poll (see Figure 2).  Nevertheless, 
“structured securities” (which broadly includes CLO) is included in Table 1 as an indicative alternative asset that 
“meets two or three” of the Principles. The foregoing example also raises important structural considerations that 
permeate throughout the Issues Paper: (1) the need to distinguish and define each alternative asset class and 
discuss each on its own merits, (2) the need to incorporate additional data points to assess the captioned asset 
classes and instruments, and (3) whether the proposed principles-based definition of “alternative asset” is fit for 
purpose. (1) The need to distinguish and define each alternative asset class and discuss each on its own merits 
The current version of the Issues Paper conflates an extremely diverse set of products whose only similarity is 
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that they are not corporate bonds or publicly-traded equities. The Issues Paper should endeavor to describe 
each of the various types of asset managers, alternative asset classes, and financial instruments referenced 
throughout the report, and how they differ from one another. The Issues Paper should also discuss each 
alternative asset class and instrument on its own merits (based on quantitative and historical data), rather than 
grouping everything into one discussion and suggesting that potential drawbacks of one instrument apply to all of 
the captioned alternative assets. Along the same lines, the Issues Paper should seek to use consistent 
terminology throughout the report, particularly with respect to asset classes and instruments. These 
recommendations align with the stated objectives of the Issues Paper. (2) The need for additional data points to 
assess the captioned asset classes and instruments The Issues Paper concludes that there is a need for 
additional data on alternative asset investments and AIR, and that “certain data items are only available in a 
limited number of jurisdictions.” See Section 3.3.3. Such a concession should be sufficient to conclude that 
additional data is necessary to produce a report that is fit for purpose. Although it does appear that the IAIS has 
collected a limited amount of relevant data (e.g., via the GIMAR), which was utilized to conclude that alternative 
assets “currently do not pose a global financial stability concern” (see Section 3.2), there are also abundant 
objective studies and analyses by scholars, industry groups, and others that can be leveraged to develop a more 
objective report and provide clarification on some of the misconceptions referenced therein. For example:  • 
Macroeconomic Considerations: The Federal Reserve Bank of Boston recently concluded that, in comparison to 
traditional banks, private credit funds are less vulnerable to runs and that overall financial stability risk would 
decrease to the extent that (as the Issues Paper suggests) private credit lending represents a credit substitution 
(i.e., private credit firms are lending to borrowers that might otherwise seek loans from a traditional bank). See 
Federal Reserve Bank of Boston, Current Policy Perspectives, Could the Growth of Private Credit Pose a Risk to 
Financial System Stability?, May 2025. Indeed, objective studies indicate that alternative assets like CLOs “do 
not pose a systemic risk to the U.S. financial system.” See LSTA, Assessing Whether Leveraged Loans and 
CLOs Pose a Systemic Risk., December 2023. To the contrary, alternative asset investments like CLOs are 
unlikely to present a global systemic risk in the future because they are stable, there exists a strong internal 
governance framework with respect to the investments, they will represent a relatively small proportion of insurer 
investment portfolios, and insurers remain obligated to demonstrate adequate capital and liquidity buffers, among 
others. • Valuation Uncertainty: There are a number of methods to value alternative assets which are broadly 
accepted and have been used for many years. The International Private Equity and Venture Capital Valuation 
Guidelines, for example, contemplate a wide array of alternative asset valuations.  In addition, insurers and their 
third-party investment managers have long track records of being able to accurately identify and value 
appropriate investments. See e.g., Young Soo Jang and Ginha Kim, Valuation Discipline in Private Credit, March 
2025. • Illiquidity: Although the Issues Paper takes issue with illiquid assets, such assets actually reduce risk for 
a given level of return. See e.g., National Association of State Retirement Administrators, NASRA Issue Brief: 
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Public Pension Plan Investment Return Assumptions, updated February 2017; Hamilton Lane data via Morgan 
Stanley Research, How Long Will the Golden Age of Private Markets Last?, February 2021.See also, LSTA, 
Private Credit Survey Report, April2 2025, available at: https://www.lsta.org/content/lsta-private-credit-survey-
report/. A 2022 Aon Inpoint white paper titled Review of Alternative Asset Managers’ Involvement with Life & 
Annuity Insurers, which was commissioned by the AIC, may also be instructive and is available at: 
https://www.investmentcouncil.org/wp-content/uploads/2022/09/9.09.2022-Aon-White-Paper_Final.pdf. (3) 
Whether the principles-based definition of “alternative asset” is fit for purposeIt is unclear how the proposed 
principles-based definition of an alternative asset – i.e., an asset with a high degree of valuational uncertainty, 
illiquidity, and/or complexity – achieves the Issues Paper’s objective of “establishing a clear definition of 
alternative assets and criteria to classify these investments.” To the contrary, such a definition is likely to result in 
further confusion amongst supervisors and lead to incomplete or misleading data points, particularly given the 
diverse set of supervisor practices, regulatory frameworks, and jurisdiction-specific markets. The definition also 
fails to account for various product features and options that can vary from product to product and can materially 
alter the risk profile of the investment. For these reasons, the IAIS should reconsider the appropriateness of 
establishing an “alternative asset” definition (of any kind), at least until supervisors have the opportunity to 
conduct further analysis and information gathering efforts. 

Global 
Communications 
Group, United 
States 

Comments on section 3.3 A principles-based classification 
We appreciate the efforts by the IAIS to create a standard definition that may be used across jurisdictions. 
However, we believe that by defining it as having uncertainty, illiquidity, or complexity and by creating a list of 
assets that are “indicative” of alternative asset status, the definition serves as a rules-based definition and is not 
principles based. We would encourage a principles-based definition that may create nuanced discussion based 
on the market characteristics and historical use of the specified assets in each jurisdiction. We suggest 
developing a principles-based definition using the actual risk factors that companies use to evaluate such assets 
as investments. 
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Moody’s Ratings, 
USA 

The Issues Paper proposes the following principles-based definition of “alternative assets”: “[a]lternative assets 
are assets which display a high degree of either valuation uncertainty, illiquidity, or complexity or some 
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combination of these.”  While this statement is reasonable, it does not give due weight to the key role that 
transparency may play in determining if an asset should be viewed as “alternative.”  
 
Of the three characteristics mentioned in the Issues Paper – valuation uncertainty, complexity, and illiquidity – 
valuation uncertainty [FN7] is potentially the most fundamental. Complexity is a concern, in large part because a 
complex asset requires more information and effort to evaluate than a simple asset does. Illiquidity is also a 
common feature of alternative assets, but illiquidity can be more properly seen as a consequence of valuation 
uncertainty rather than its cause, because an asset whose value is certain,– i.e., a valuation with which other 
market participants agree – can be viewed as inherently liquid.  
 
Valuation uncertainty can, of course, stem from factors other than opacity: for example, market participants may 
not want to undertake the work needed to assess an asset if its value is too small or the asset is unique. 
However, asymmetric information is often the more significant driver of valuation uncertainty. Valuation 
uncertainty increases when information that is critical for valuation is accessible to current investors but not to 
external parties, such as the potential buyers of the same assets. Such information gaps become particularly 
important during periods of market stress, when the valuations maintained by asset owners frequently diverge 
from those perceived by potential buyers. 
 
Privately placed or privately negotiated debt obligations are often characterized by a certain degree of opacity 
and valuation uncertainty, but there are some notable exceptions. For example, valuation uncertainty is relatively 
low in the markets for broadly syndicated bank loans and conventional asset-backed securities due to 
standardized transaction structures, market-based pricing, and broadly distributed performance information. 
 
Publicly available credit ratings and research can also play a role in mitigating such informational asymmetries. 
Through the analysis of relevant financial information and the unique or complex aspects of a transaction, credit 
rating agencies can provide market participants with additional insights regarding credit risk while maintaining the 
confidentiality of proprietary business information. 
 
Many obligors in the alternative asset space, however, do not disseminate their financial information widely, nor 
are their debts publicly rated. As a result, market participants have limited access to information regarding these 
assets to risk assess and value them.  
 
Financial regulators often address the resulting information asymmetry – particularly their difficulty in verifying 
valuations and risk assessments of alternative assets with independent third-party views – through their 
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examination processes and regulatory capital frameworks. In many jurisdictions, regulated financial institutions 
undergo intensive and frequent regulatory examinations. These examinations typically scrutinize an institution’s 
underwriting, valuation, reserving, internal model development, and risk management processes. Furthermore, 
these institutions are generally subject to risk-sensitive regulatory capital frameworks. Such frameworks often 
require additional capital to be held against private, informationally opaque assets to offset what is perceived as 
additional risk from a regulatory perspective, even if this view differs from the view of the insurance company as 
the investor. 
 
[FN7] The term “valuation uncertainty” is not formally defined in the Issues Paper. One reasonable definition 
might map closely to the distinctions that accountants make among Level 1, Level 2, and Level 3 assets.  While 
not inconsistent with that definition, we use the term in a slightly adapted sense in our comments here, 
emphasizing the potential for differences in asset valuations reported by the insurer and those perceived by third 
parties. 
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uncertainty is 
implicitly covered 
and future work 
can consider a 
more detailed 
assessment.  

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

The proposed principle-based definition of “alternative assets” should also be revised. The IAIS has introduced 
the definition of alternative assets as “assets which display a high degree of either valuation uncertainty, illiquidity 
or complexity, or a combination of these;” however, this definition would infringe on jurisdictional deference on 
asset classification and reporting. Jurisdictional perspectives on whether an asset is “alternative” or “traditional” 
may vary significantly, and this often results in different regulatory treatment. It is recommended that IAIS form a 
working group to revise the term “alternative assets” so that it is more informative for regulators rather than a 
prescriptive definition.  
 
Also, this definition would categorize "alternative assets" as being riskier investments based on global regulators’ 
perceptions of illiquidity, complexity, or valuation uncertainty. This may inadvertently discourage well-understood, 
safe, well-supervised assets in which the Life sector would regularly invest.  
 
Section 3.3.1 
We suggest the first sentence of the first paragraph be revised to read, “The classification and regulatory 
treatment of all assets varies widely across jurisdictions, reflecting distinct consumer needs, capital market 
characteristics and stages of development, as well as regulatory expertise, frameworks and philosophies.  
Classification and regulation of all assets take these market conditions into account.  This is true for assets well-
understood by the regulatory community, as well as assets about which the regulatory community must continue 
to learn.”  
 
The second sentence in the third paragraph should be amended to read: “Proportionality allows for a more 

The existing 
definition is 
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been provided 
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nuanced, risk-based, and tailored approach to supervision, ensuring that life insurers effectively manage the 
potential risks associated with alternative assets while still benefiting from their potential advantages.” 
 
Section 3.3.2 
The second sentence in the third paragraph should be amended to read, “An insurer’s liquidity risk must be well 
understood and managed as it is critical to its ability to meet its commitments in a timely and cost-effective 
manner.” The issue of liquidity is not new to supervisors.  This Section of the Consultation would benefit from 
consideration of the US Liquidity Stress Testing Framework. 
 
The first two sentences of the fifth paragraph should be amended to read, “Thirdly, complexity refers to the 
intricate structure or nature of an asset, which could make it difficult to understand, evaluate, monitor and 
manage.  Complexity does not – alone – make an asset riskier.  Complex assets often require specialised 
knowledge, expertise and governance, both at the life insurer and insurance supervisory level.” 
 
The fifth and sixth sentences of that paragraph should be amended to read, “They may involve multiple layers of 
financial instruments and derivatives, each with its own risk and risk mitigating profile. This complexity, without 
proper sophistication and understanding of the assets, can obscure the effective risk, mitigation and return 
characteristics of the investment, making it harder for investors and supervisors to understand assess these 
assets effectively.” 
 
The last sentence of the last paragraph of that section should be amended to read, “Prioritizing understanding 
the fundamental characteristics of any asset should be foundational to any risk principles.  This can be reflected 
in the various levels of sophistication already being applied by the regulatory community.  For example, in the 
US, the assessment of structured securities varies depending on the specific features, e.g. agency mortgage-
backed securities are not considered to be alternative assets due to their well-established and liquid market and 
capital requirements for insurers. 
 
Section 3.3.3 
The first paragraph of this section should be modified to read, “A principles-based approach is crucial to enable 
the necessary understanding and flexibility in supervision. The monitoring and understanding of global trends 
within alternative assets could benefit from a harmonising description that prioritizes the fundamental underlying 
characteristics of such assets. This will help supervisors extract the relevant data from supervisory reporting. 
Such evidence-based monitoring and asset characteristic understanding is essential to assess global 
concentrations and global financial stability implications.” 



 
 
 
 

 

 

 
Figure 3 and the paragraph preceding it should be deleted. The survey was qualitative.  Converting it to a table 
to appear quantitative is misleading, at best, as to the purpose of a qualitative survey.  It also casts certain 
assets in an unfair and unsupported pejorative light that is inconsistent with stated purpose of the Consultation. 

Global Atlantic 
Financial Group, 
United States 

The IAIS classification should reflect asset-liability matching, as illiquid assets backing illiquid liabilities may not 
pose significant liquidity risk. We recommend distinguishing between private credit types—such as secured vs 
unsecured—to better capture differing risk profiles. 
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Q8: Comments on section 3.4 Benefits associated with alternative assets 

Organisation Comment received IAIS response 

The Life Insurance 
Association of 
Japan, Japan 

The LIAJ recognises that this section is intended to clarify the benefits associated with alternative assets, as 
stated in the title. However, comments in Sections 3.4.2 to 3.4.5 seem to overly emphasise risks and concerns, 
which may overshadow the benefits. 
 
While the LIAJ understands these risks and concerns, in the light of this section`s purpose, we suggest the IAIS 
to consider revising the way they are expressed, for example by mentioning them in the footnotes rather than in 
the body of the text. 

Removing the 
risks would lead 
to an unbalanced 
approach. The 
intention is to 
adopt a balanced 
approach. The 
benefits section 
of the paper has 
been enhanced.  

The Geneva 
Association, 
International 

We recognize that diversification, higher returns, and liability matching are key advantages of alternative assets. 
However, we believe it is also important to consider three additional themes from a life insurance perspective: 
the illiquidity premium, the disciplined integration of these assets within long-term asset-liability management 
(ALM), and their contribution to financing the real economy. 
 
Life insurers are uniquely positioned to capture and share the illiquidity premium due to the nature of their 

Revisions done. 
Illiquidity 
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liabilities, which are themselves often illiquid. Policyholder surrender penalties, tax incentives, and robust 
underwriting practices lead to stable and predictable cash outflows. By strategically investing a portion of their 
portfolio in less tradable assets like private credit, infrastructure, or long-lease property, life insurers can capture 
an incremental spread that public market investors must forgo for liquidity.  
 
Elements of regulatory frameworks, such as the EU/UK Matching Adjustment and Volatility Adjustment, and 
Bermuda’s Scenario Based Approach, and U.S. Statutory Accounting Principles and stress testing and scenario 
analysis requirements acknowledge this economic reality. These frameworks allow a portion of the observed 
spread on illiquid assets to be recognized in liability valuation after appropriate credit risk adjustments. This 
ensures that the illiquidity premium is shared with policyholders through stronger solvency, higher bonuses, or 
more competitive pricing. We believe this crucial point should be explicitly highlighted in Section 3.4 of the issues 
paper. 
 
Alternative assets are not used as a replacement for public bonds and equities; rather, they serve as a 
complementary component that enhances risk-adjusted returns and improves duration matching within a 
balanced portfolio. Industry practice dictates that alternative allocations are sized in alignment with liability-driven 
liquidity requirements, ensuring that day-to-day liquidity is maintained through tradable securities. Furthermore, 
the long-term nature of many alternative assets, such as infrastructure loans, renewable-energy investments, 
and long-lease property, generates cashflows over many years. This aligns well with the long-term payment 
obligations of insurers, such as annuities and participating policies, thereby reducing the need for frequent 
reinvestment and mitigating reinvestment risk. Supervisors already have established risk management tools, 
including liquidity coverage ratios, liquidity stress tests, cash flow matching tests, extreme lapse scenarios, and 
Own Risk and Solvency Assessments. These can be applied to integrated portfolios, encompassing both listed 
and unlisted assets, to verify resilience under various stress scenarios. Emphasizing these points in the issues 
paper would clarify that insurers do not aim to place 100% of their assets in hard-to-value holdings; instead, they 
carefully integrate alternatives within a robust ALM framework. 
 
Finally, alternative assets often directly support economic activity through project financing for transport, energy 
transition, social housing, or SME lending. In Europe, this aligns with the Saving and Investment Union’s goal of 
mobilizing long-term savings to support economic growth. Life insurers act as a natural conduit, recycling 
policyholder premiums into productive investments while capturing a fair risk-adjusted return that conventional 
markets may overlook. 
 
Regarding the specific statements in the draft issues paper, we feel that the assertion in Section 3.4.4, 



 
 
 
 

 

 

suggesting insurers focusing "solely" on capital optimization may "overlook potential downsides for 
policyholders," is too strong. Insurers manage with multiple objectives and within various constraints, with 
regulatory capital frameworks providing both incentives and disincentives. It is not plausible that insurers focus 
"solely" on capital optimization. Concurrently, supervisors have a responsibility for ongoing assessment of their 
capital regimes, informed by market trends, to ensure these regimes do not create undue or inappropriate 
incentives.  
 
Additionally, while Section 3.4.5 correctly states that alternative assets "may align well with insurers’ long-term 
liabilities," its subsequent claim that long-term assets "may decline unpredictably over long periods of time," 
leading to reinvestment risk "inevitably resurfacing," feels exaggerated and may not accurately reflect the 
situation. Any long-term asset can decline over time. Furthermore, describing this dynamic as "reinvestment risk" 
is inaccurate. Reinvestment risk arises when asset durations are shorter than liability durations, and a decline in 
interest rates leads to reinvestments at lower returns. The paragraph appears to be describing the manifestation 
of credit risk, which is not unique to alternative assets. 

American Council 
of Life Insurers, 
United States 

ACLI appreciates that section 3.4 describes some of the benefits associated with “alternative” assets. ACLI 
agrees that diversification, higher potential returns, market sophistication, capital optimization, the long-term 
nature of “alternative” assets, inflation hedging characteristics, and invest 
ment in the real economy are benefits of “alternative” assets.   
 
ACLI recommends including a reference that describes the societal role that long-term financial security products 
provide and the connection between the prudent use of “alternative” assets and life insurers’ ability to provide 
innovative and stable long-term products that align with policyholders’ lifetime income needs.  
 
ACLI recommends including additional context that considers the societal role of insurance and how “alternative” 
assets (and AIR) are closely tied with the provision of capital necessary to meet the growing demographic 
demand for long-term financial security products, like annuities. Section 4 includes a good summary of this point 
on page 33. 
 
According to the Global Federation of Insurance Associations (GFIA), Global, the annual pension gap globally is 
estimated at $1 trillion annually and is expected to grow further. The number of consumers with access to 
defined benefit plans has steeply declined over the past few decades, and many pre-retirees are concerned 
about running out of money in retirement, which underscores the importance of the prudent use of “alternative” 
assets in meeting the growing demand for long-term retirement savings products. Within this context, it is worth 
noting life insurers and pension funds can match their long-dated retirement liabilities with long-term investments 

Benefits have 
been added to 
make the paper 
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in a variety of assets, including private credit, as part of a robust and transparent asset-liability management 
(ALM) strategy. 
 
Many regions, including the US and parts of Europe, face a sizeable pension or retirement savings shortfall. In 
the US, one-third of pre-retirees are concerned about running out of money in retirement (see LIMRA: The Retail 
Retirement Reference Guide). Including “alternative” assets in a balanced portfolio enables insurers to offer 
attractive and innovative guaranteed-income products—supported by stable, long-horizon returns that align well 
with policyholders’ lifetime income needs. 
 
“Alternative” assets can provide economic and social benefits that should be recognized and supported. In some 
jurisdictions, life insurers—irrespective of their ownership structure or affiliation with “private equity” — are 
increasingly using private credit, structured credit, and other nonpublic assets. This increased usage is partly in 
response to the global evolution of credit markets and to ensure that life insurers’ portfolios are diversified in the 
economy as it exists today – which is a mix of public and private. 
 
The shift towards less liquid assets is rooted in sound asset liability management strategy; whereas investing in 
highly liquid public corporate or government bonds does not always efficiently suit the stable, illiquid liabilities 
that insurers maintain for policyholders; investing in less liquid, long-term assets with illiquid liabilities allows 
insurers to capture an illiquidity premium. Imposing a one-size-fits-all regulation could compromise these 
benefits. As regulators consider the best ways to address regulatory concerns, it is essential to consider all tools 
in the supervisory toolkit. By improving transparency and understanding, the misunderstanding that “alternative” 
assets are inherently negative can be avoided. 
 
ACLI encourages the IAIS to revisit Section 3.4 and consider taking a more balanced approach by augmenting 
the “benefits” section and evaluating whether the “concerns” section could be presented more efficiently. While 
ACLI commends the Paper’s overall attempt to maintain balance, we note that there are less than two pages 
worth of “benefits” and twelve pages of supervisory concerns listed for “alternative” assets. The “benefits” section 
also included embedded language that undercut the description of the benefit. In contrast, there was no such 
“other side” presented in the description of the supervisory concerns, where only downsides were presented. 
ACLI has provided several non-exhaustive suggestions that provide additional details on the potential benefits 
associated with “alternative” assets: 
 
I. Comment on 3.4.1, Diversification 
 



 
 
 
 

 

 

***Recommended edits to Section 3.4.1.  
(1) ACLI recommends adding the following sentence at the end of the Diversification paragraph:  
<<"Diversification is equally critical at the global level because it reduces systemic reliance on traditional lending 
sources (e.g., banks) which reduces reliance on a single channel of lending.">> 
 
II. Comments on Section 3.4.2 Higher Potential Returns 
 
***Recommended edits: Section 3.4.2.  
(1) ACLI recommends adding this language after the first sentence in 3.4.2:  <<"For example, private credit 
investments are investment grade and often offer an illiquidity premium, rewarding long-term investors, such as 
insurers, that can match stable, illiquid liabilities with similarly long-dated, higher-yielding assets.">> 
(2) ACLI recommends deleting the sentence that begins with "While accessing niche opportunities..."   The paper 
makes a broad claim that there are niche risks associated with “alternative” assets. Given the vague and 
unsupported nature of this broad statement, and the fact that it is currently in a section devoted to the benefits of 
“alternative” assets, ACLI recommends deletion.  
(3) Because this is a section focused on benefits of “alternative” assets, it is appropriate to note that robust risk 
management systems can mitigate the potential concentration risks. ACLI recommends adding a new sentence 
at the end of 3.4.2 that says  <<"Robust risk management systems can mitigate or avoid such concentration 
risk.”>>  
 
III. Comments on Section 3.4.3, Market Sophistication and Transparency 
 
***Recommended edit: Section 3.4.3   
(1) ACLI recommends adding new text at the end of Section 3.4.3, <<"Some forms of “alternative” assets, 
including private credit lending, allow investors, like insurers, to underwrite and assess the asset risk directly and 
to tailor covenants, amortization profiles, and drawdown schedules to specific project needs, fostering deeper, 
ongoing relationships between the borrower and lender, which can facilitate improved risk management.” >> 
 
IV. Comments on 3.4.4. Capital optimization   
 
***Recommended edits: 3.4.4.   
(1) The third sentence of 3.4.4. should be deleted. The sentence says “Furthermore, some frameworks may offer 
more favorable capital treatment or may not capture the complex risks associated with certain “alternative” 
assets, such as non-linear credit risks due to asset structuring.” This is a sweeping, overly broad conclusion that 



 
 
 
 

 

 

unfairly characterizes any regime that provides risk-sensitive capital treatment to an “alternative” asset as weak 
or lacking. The perceived “favorable” capital treatment may reflect the fact that some jurisdictions, like the U.S., 
have more expertise and data regarding certain “alternative” assets, which may result in more risk-sensitive 
capital treatments. Furthermore, the unsupported allegation does not belong in a section intended to describe the 
benefits of “alternative” assets.  
(2) ACLI recommends adding this text after "their capital efficiency" in the last sentence in 3.4.4: "<<particularly 
when many jurisdictions’ solvency frameworks allow insurers to receive partial capital relief when these assets 
are demonstrably “matched” to long-term, stable liabilities. Additionally, the post-GFC decline in bank lending 
created an opportunity for insurers and other NBFIs with robust capital bases and long-dated funding to step into 
the gap, which has helped preserve access to credit in the broader economy. >>"" 
For capital optimization (Section 3.4.4), many jurisdictions’ solvency frameworks allow insurers to receive partial 
capital relief when supporting assets, including “alternative” assets, are demonstrably “matched” to stable 
liabilities. Such capital optimization not only supports better returns but also frees capacity to underwrite more 
annuities and other long-term retirement products. Following the global financial crisis, banks faced stricter 
capital regulations and liquidity requirements along with high interest rates, leading them to reduce certain types 
of corporate lending. Insurers, with robust capital bases and long-dated funding, can step into these gaps, which 
may ultimately enhance access to credit in the broader economy. 
 
V. Comments on Section 3.4.5, Long Term Nature  
 
***Recommended edits: Section 3.4.5 
(1) Add this language after the first sentence of 3.4.5: "<< 'Alternative' assets can enhance market capacity and 
improve solvency through robust asset liability management (ALM) strategies when life insurers invest in long-
term, less liquid assets that align with the insurers’ stable, long-term liabilities. The nature of life insurers’ long-
term liabilities makes them well-placed to hold less liquid assets for extended periods and to capture the illiquidity 
premium. The ability to hold onto the assets often allows life insurers to absorb short-term volatility when markets 
tighten. This can reduce systemic fragility by dispersing credit exposure across nonbank balance sheets.>>" 
The Issues Paper appropriately and importantly notes that because insurers hold liabilities with similarly 
predictable, long-dated cash flows, they can more comfortably bear the illiquidity and reduced forced selling 
during market stress. The use of “alternative” assets may potentially enhance market capacity and strengthen 
solvency when they are used as part of robust asset-liability management strategies. Life insurers, with their 
stable, long-dated liabilities, are well-placed to hold illiquid or “alternative” assets for extended periods, thus 
absorbing volatility when markets tighten. This can reduce systemic fragility by dispersing credit exposure across 
nonbank balance sheets.  



 
 
 
 

 

 

Additionally, insurance companies can capture an illiquidity premium on relatively illiquid credit exposures while 
matching them to their long-dated obligations. By diversifying beyond traditional public bonds, insurers can 
enhance return potential for policyholders and improve resilience against short-term market swings. 
The use of private credit, a significant component of “alternative” assets, offers several advantages. Insurers hold 
stable, locked-in liabilities and can provide capital on a 10-, 20-, or even 30-year horizon. This reduces maturity 
mismatches and can be a countercyclical force when public markets or banks retreat.  
(2) Delete the last sentence which begins with "These long-term assets mitigate reinvestment risk, yet they can 
also bind..."  ACLI recommends deleting this statement because it is not clear how the reinvestment risk 
identified in the comment differs from the reinvestment risk associated with any long-term asset, whether the 
asset is “alternative” or not. Therefore, we recommend removing it from the paper. 
 
VI. Comments on Section 3.4.7 Investing in real economy  
 
***Recommended edits for Section 3.4.7   
(1) ACLI recommends adding additional information to clarify how insurers invest in the real economy. As 
amended, 3.4.7 would read: “ 'Alternative' asset investments can provide long-term funding for the real economy 
<< by channeling substantial flows of capital into businesses, infrastructure, real estate, and other sectors, 
supporting economic growth and development. Stable, well-supervised private credit helps fund businesses of all 
sizes, housing markets, and development projects—sectors that drive job creation, innovation, and GDP 
growth.”>> 
The additional details describe “alternative” assets can mobilize capital for growth by channeling substantial 
flows of capital into businesses, infrastructure, real estate, and other segments of the "real economy." As 
governments and banks face rising fiscal constraints and regulatory constraints, life insurers are increasingly 
important providers of long-term, stable capital to businesses and emerging companies. Life insurers invest in 
growing industries that offset future risks, nurturing industries supportive of longevity research. Any supervisory 
guidelines that could impair the ability of insurers to deploy capital into infrastructure, retirements security, or the 
real economy should be evaluated carefully. 

Alternative 
Investment 
Management 
Association, 
Global 

We agree with the IAIS's recognition of the benefits these assets offer, including diversification, higher returns, 
capital optimization, inflation hedging, and direct investment in the real economy. We strongly urge the IAIS to 
expand its discussion considerably to fully capture the substantial role these investments (private credit, as well 
as broader categories of alternative or non-public assets) play in enhancing financial stability, narrowing 
retirement funding gaps, and stimulating growth in the real economy. 
 
As noted above, the increased emphasis on alternative assets reflects a broader market trend toward less liquid, 
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long-duration investments that has been informed by a range of prudent insurance company considerations and 
is governed by robust and prudent asset-liability management (ALM) strategies. Insurers have increasingly 
recognized benefits that can be achieved through pivoting from concentrated investments in highly liquid assets, 
such as public corporate and government bonds, to more diversified portfolios to back their stable, long-term 
liabilities to policyholders. Consequently, such an ALM strategy benefits policyholders through enhanced returns 
on retirement annuities and other long-term products. 
 
European governments have recently and appropriately recognized the importance of access to such assets to 
fuel individual savings and national economic growth. As highlighted in the 2024 Draghi Report, greater insurer 
participation in asset-backed finance is essential for channeling private capital efficiently into European growth 
and resilience initiatives. Similarly, the EU's efforts toward an investment and savings union would significantly 
benefit from increased insurer involvement, enabling broader capital pools to support sustainable economic 
development. Importantly, fostering a robust European securitization market relies heavily on institutional 
investors such as insurers to provide long-term, stable financing that underpins both market depth and economic 
stability. Just recently, the UK government touted the agreement by the UK's largest pension funds to increase 
their exposure to private markets via commitments to the Mansion House Accords. The UK's announcement 
notes that "research suggests greater investment in private markets can deliver security through diversified asset 
holdings and potentially drive higher returns."  
The final IAIS consultation should recognize these potential benefits and facilitate more investments by insurers 
in well-designed, structured securities that appropriately defease long-duration liabilities. 

"… higher 
potential 
investment 
returns eg from 
illiquidity premia, 
that also can be 
shared with 
policyholders" 
into 3.4.2 

Everlake Life, US 

We applaud the authors for including this section in the Consultation.  We recommend that this section be much 
more robust, including considerations of the benefits to customers.  In addition, in the entire Section 3.4 any 
benefits are briefly described and are then immediately limited with conclusory or hypothetical negative 
considerations unsupported by research or data.  (Compare, for example Section 3.4.5 with Sections 3.5.2 and 
3.5.3.)  While risks associated by all assets protecting customer is important to consider, the Consultation has 12 
pages robustly dedicated to the negative considerations (Section 3.5) immediately following these two pages. 
 
Further, this section does not consider any of the governance, controls and consumer protections that insurers 
utilize when accessing the benefits of these assets. 
 
We recommend that Section 3.4.3 should be amended to read, "Advances in analytics, risk management tools, 
and the availability of specialised investment vehicles have made it easier for insurers to manage “alternative” 
assets. This increased market sophistication enables more effective evaluation and monitoring of these 
investments. Some forms of “alternative” assets, including private credit lending, allow investors, like insurers, to 
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future work.  



 
 
 
 

 

 

underwrite and assess the asset risk directly and to tailor covenants, amortization profiles, and drawdown 
schedules to specific project needs, fostering deeper, ongoing relationships between the borrower and lender, 
which can facilitate improved risk management.”  
 
We recommend that Section 3.4.4 be amended to read, “Regulatory frameworks can incentivise insurers to 
diversify into “alternative” assets by recognising their risk-mitigation benefits. These assets can enhance portfolio 
diversification, reduce overall risk exposure and boost returns, which is particularly advantageous in a low-yield 
environment. This makes “alternative” assets an appealing option for insurers aiming to optimise their capital 
efficiency, particularly when many jurisdictions’ solvency frameworks allow insurers to receive partial capital relief 
when these assets are demonstrably “matched” to long-term, stable liabilities. Additionally, the post-GFC decline 
in bank lending created an opportunity for insurers and other NBFIs with robust capital bases and long-dated 
funding to step into the gap, which has helped preserve access to credit in the broader economy.”  
 
We recommend that Section 3.4.5 be amended to read, “Alternative” assets may align well with insurers’ long-
term liabilities, such as policyholder claims and annuity payments, by providing stable income streams and better 
matching the duration and cash flow requirements. “Alternative” assets can enhance market capacity and 
improve solvency through robust asset liability management (ALM) strategies when life insurers invest in long-
term, less liquid assets that align with the insurers’ stable, long-term liabilities. The nature of life insurers’ long-
term liabilities makes them well-placed to hold less liquid assets for extended periods and to capture the illiquidity 
premium. The ability to hold onto the assets often allows life insurers to absorb short-term volatility when markets 
tighten. This can reduce systemic fragility by dispersing credit exposure across nonbank balance sheets.” 
 
In this same section, we recommend that the sentence, "“These long-term assets mitigate reinvestment risk, yet 
they can also bind insurers to investments whose performance may decline unpredictably over long periods of 
time. Should the asset fail or require restructuring, the reinvestment risk inevitably resurfaces” be deleted.  It is 
not clear how a principles-based approach would clarify how the reinvestment risk associated with any long-term 
asset, should be managed, whether the asset is “alternative” or not.  
 
The Consultation does not sufficiently address how life insurance company assets impact the real economy.  We 
recommend that Section 3.4.7 be amended to read, ""Alternative” asset investments can provide long-term 
funding for the real economy by channeling substantial flows of capital into businesses, infrastructure, real 
estate, and other sectors, supporting economic growth and development. Stable, well-supervised private credit 
helps fund businesses of all sizes, housing markets, and development projects—sectors that drive job creation, 
innovation, and GDP growth.” 



 
 
 
 

 

 

Athene, USA 

We encourage the IAIS to significantly expand its discussion to capture the important ways in which these 
investments (private credit, and more broadly, “alternative” or nonpublic assets) contribute to financial stability, 
address retirement gaps, and spur growth in the real economy. Private credit and other so-called “alternative” 
assets are frequently a prudent, well-supervised part of insurers’ portfolios rather than exotic or high-risk 
instruments. Key regulatory support measures (e.g., principle-based or holistic solvency standards) can further 
unlock the long-term capital that insurers can deploy, ultimately enhancing the resilience of both insurance 
markets and the broader economy.  
 
Below we detail several dimensions – aligned to subsections 3.4.1 through 3.4.7 – that underscore why many life 
insurers and pension funds are turning to private credit as part of a prudent long-term strategy. By expanding its 
discussion of the tangible, data-backed benefits, the IAIS will more accurately reflect the modern role of private 
credit in fostering sustainable economic growth, financial stability, and retirement products. 
 
GENEREAL ADVANTAGES OF PRIVATE CREDIT 
    1. Long-Dated Capital for Long-Dated Projects. Unlike banks reliant on demand deposits, private credit 
vehicles – especially insurers, pension funds, and large asset managers –are funded by long-term stable capital 
and thus can in turn provide capital on a 10-, 20-, or even 30-year horizon. This reduces maturity mismatches 
and can be a countercyclical force when public markets or banks retreat.  (See response to Q10; Appendix, slide 
12). 
 
    2. Customized and Relationship-Driven. Whereas public markets typically offer standardized bonds with 
limited capacity for re-negotiation, private credit lenders can tailor covenants, amortization profiles, and 
drawdown schedules to specific project needs. This fosters deeper, ongoing relationships between borrower and 
lender. 
 
    3. Reduced Systemic Risk from Diversification. A broader set of long-term, stable funding sources (insurers, 
large institutional funds) can augment banks rather than displace them, lowering the overall vulnerability of the 
system to a single source of funding or liquidity runs. 
 
    4. Ability to Address the Retirement Income Gap. Life insurers and pension funds can match their long-dated 
retirement liabilities with similarly long-dated investments in investment grade private credit. This synergy raises 
stable yields to policyholders while channeling capital into essential commercial and infrastructure projects. 
These investments provide insurers with the critical resources necessary to fund the retirement savings gap in 
the U.S. and around the world.  (Appendix,  

Benefits have 
been enhanced. 
Retirement funds 
and other societal 
benefits are out 
of scope for this 
issues paper and 
are being 
addressed in 
other IAIS 
projects. 
Comments 
provided will be 
considered for 
further and 
subsequent 
analysis 



 
 
 
 

 

 

slide 2). 
 
3.4.1 DIVERSIFICATION  
    1. Reduced Concentration Risk. We agree that private credit assets significantly enhance portfolio 
diversification for insurers, particularly when markets are volatile. Instead of relying heavily on public corporate or 
government bonds, life insurers can diversify into uncorrelated or less correlated exposures, such as private 
corporate loans, structured finance, and infrastructure debt. 
 
    2. Financial Stability from Diverse Sources of Credit. The use of private capital can enhance financial stability 
by diversifying the sources of credit in an economy, thereby reducing systemic reliance on traditional lending 
sources.  
 
PROPOSED LANGUAGE. We suggest adding a second paragraph to 3.4.1  as follows: “Likewise, the use of 
private capital can enhance financial stability by diversifying the sources of credit in an economy, thereby 
reducing systemic reliance on traditional lending sources.  Diversification is equally critical at the system level: 
having both banks and institutional investors (e.g., insurers) provide credit can reduce systemic reliance on any 
single channel of lending. This ‘pluralization’ of credit sources bolsters resilience during economic downturns.” 
 
3.4.2 HIGHER POTENTIAL RETURNS 
    1. Capturing the Illiquidity Premium. Private credit investments often offer an illiquidity premium, benefiting 
long-term investors such as insurers and pension funds that can match stable, long-term funding with similarly 
long-dated, incremental-yielding assets.  (Appendix, slide 16). 
 
    2. Enhancing Policyholder Value.  In the U.S. alone, over $38 billion of private capital has flowed into the life 
sector since 2010, fueling more than $2.5 trillion in new deployment to the real economy and generating an 
estimated $46 billion in incremental value for policyholders since 2020. These higher returns help insurers 
maintain or improve guaranteed products such as annuities, which directly benefit retirees.  (Appendix, slide 2). 
 
   3. Imbalanced Reference to “Niche” Risks. The Issues Paper makes a broad claim that there are niche risks 
associated with “alternative assets”.  Any such suggestion should be deleted given its vague and substantiated 
nature, especially given that it is inappropriately placed in the section on benefits of “alternative” assets.   
 
PROPOSED LANGUGAGE. We suggest revising the last sentence of 3.4.2 as follows: “Additionally, as is true in 
public markets, there is the theoretical risk that the sector is concentrated on a particular market segment, where 



 
 
 
 

 

 

only the insurance sector and a few others are exposed.”  Additional language should then be added stating: 
“Risk management systems are in place to avoid such concentration risks. No insurer has been identified that is 
carrying excess market segment investment concentration risk.”  
 
3.4.3 MARKET SOPHISTICATION AND TRANSPARANCEY  
    1. Ongoing Normalization of Private Assets.  (See response to Q4.)  
 
    2. Growing Liquidity & Data Availability. While certain private credit instruments remain less liquid than broadly 
traded public bonds, we see expanding liquidity in areas such as 144A securitizations (e.g., CLO tranches), and 
private placements with secondary trading. Simultaneously, regulatory frameworks (e.g., in the U.S., Bermuda, 
and Europe) increasingly require standardized disclosures that help supervisors and investors monitor exposures 
effectively. 
 
    3. Focus on Financing Relationship.  Private capital lenders tend to be focused on the lending relationship 
(i.e., what is being financed) rather than acquiring customers to provide a wider array of services (e.g., advisory, 
cash management, hedging). This results in rigorous underwriting and long-term relationships with borrowers 
(versus an “originate to distribute” model). 
 
3.4.4 CAPITAL OPTIMIZATION 
    1. Match Funding for Long-Dated Liabilities.  Life insurers’ liabilities often extend decades into the future, 
making them ideal holders of similarly long-duration, incremental-yielding assets. In many jurisdictions, solvency 
frameworks allow insurers to receive partial capital relief when these assets are demonstrably “matched” to 
stable liabilities. Such capital optimization not only supports better returns but also frees capacity to underwrite 
more annuities and other retirement products.  (See also response to Q5.) 
 
    2. Addressing Bank Retrenchment. Especially post-Global Financial Crisis, banks hampered by tighter capital 
rules and liquidity constraints scaled back certain forms of corporate lending. Insurers, with capital bases and 
long-dated funding, can step into these gaps, enhancing the broader economy’s access to credit while optimizing 
their own risk-based capital usage. 
 
3.4.5 LONG TERM NATURE  
    1. Stability Through Economic Cycles.  Private credit often involves multi-year or multi-decade lending 
arrangements to finance infrastructure, real estate, and corporate expansion, sectors that benefit from “patient 
capital.”  The Issues Paper importantly notes that because insurers hold liabilities with similarly predictable, long-



 
 
 
 

 

 

dated cases, they can more comfortably bear the illiquidity and reduce forced selling during market stress. 
 
    2. Addresses Unpredictable Performances Declines. The structure and strategy of insurers’ investment 
portfolios, particularly in private credit, are designed to mitigate investment risks. Historical data shows that 
investment grade CLOs have experienced lower credit losses than equivalently rated corporate bonds across 
major financial downturns, including the dotcom bubble, the 2008-2009 Global Financial Crisis, and the COVID-
19 pandemic (Appendix, slides 21, 22). This resilience is due to the structural protections embedded in 
investment grade structured credit, such as credit enhancement, diversification, and mechanisms that prioritize 
cash flows to senior tranches during stress scenarios. Insurers operate with long-term, stable liabilities, which 
means they are not subject to the same liquidity pressures as banks; there is no maturity transformation, no 
access to the Federal Reserve’s discount window, and no reliance on government guarantees. This long-term 
funding model allows insurers to absorb temporary asset underperformance without being forced into premature 
reinvestment decisions. 
 
    3. Reduced Contagion Risk. Private debt funds are typically structured and managed in such a way that 
reduces the risk of contagion in the event of failure. These funds are significantly less leveraged than banks, 
typically under 1.5x compared to 10-12x for banks, reducing the potential for broader financial instability in case 
of asset failures. They are also organized as separate and distinct legal entities, which helps contain risk and 
protect investors even in the case of institutional distress.  
 
    4. Retirement Gap Solutions.  Many regions, including the U.S. and parts of Europe, face a sizeable pension 
or retirement savings shortfall.  In the U.S., 1/3 of pre-retirees are concerned about of money in retirement. 
Private credit strategies allow insurers to offer attractive guaranteed-income products supported by stable, long-
horizon returns that align well with policyholders’ lifetime income needs. 
 
3.4.6 INFLATION HEDGE  
Better Asset-Liability Management (ALM).  In inflationary or rising-rate environments, certain private credit 
vehicles (e.g., floating rate private loans, certain structured finance) can help insurers protect net interest 
margins, as coupons often reset higher. This can be more challenging in fixed coupon public bonds.  (See also 
response to Q5.) 
 
3.4.7 INVESTINF IN THE REAL ECONOMY 
    1. Mobilizing Capital for Growth. Perhaps the most direct benefit is the substantial flow of capital into 
businesses, infrastructure, real estate, and other segments of the “real economy.” As the IAIS has noted, stable, 



 
 
 
 

 

 

well-supervised private credit helps fund SMEs, large corporates, housing markets, and development projects, 
sectors that drive job creation, innovation, and GDP growth. 
 
    2. Concrete Outcomes and Data 
        - U.S. Example: Since 2010, $2.5 trillion of new credit has been extended, fueling growth in industrial, 
consumer, and technology sectors, and catalyzing over $46 billion in incremental policyholder benefits. 
       - Global Industrial Renaissance: As recent IMF reports highlight, the global economy may need over $75 
trillion in financing for energy, infrastructure, and digital expansion over the next decade. Private credit is well-
positioned to be a safe cornerstone source of that capital. 

Insurance Europe, 
Europe 

The inclusion of the discussion of the potential benefits of investing in alternative assets is supported. 
Noted, with 
thanks. 

Global Federation 
of Insurance 
Associations 
(GFIA), Global 

The inclusion of the discussion of the potential benefits of investing in “alternative assets” is supported.  
 
GFIA would also like to encourage discussion of other potential benefits of investing in alternative assets 
including diversifying the sources of credit, providing an inflation hedge, addressing the pension protection gap, 
and improved prices for consumers. 

Noted. The 
benefits section 
has been 
enhanced. 
Addressing the 
pension funds 
gap and other 
societal needs 
are out of scope 
in this issues 
paper and are 
being addressed 
by other IAIS 
projects 

Kroll Bond Rating 
Agency (KBRA, 
UNITED STATES) 

Please refer to response to "General comments on section 3 Increased allocation to alternative assets in life 
insurers’ portfolios." 

Refer to 
resolutions in the 
General 
Comments 
section 

Bermuda 
International Long 
Term Insurers and 

While we welcome this section discussing some of the many benefits associated with alternative assets, we 
recommend several enhancements to provide a more fulsome description of the contribution of alternative assets 
to policyholder protection and financial stability. We also believe the references to concerns and perceived risks 
in the benefits section are inappropriately placed and should be removed.  

Noted. The 
benefits section 
has been 
enhanced. 



 
 
 
 

 

 

Reinsurers 
(BILTIR), Bermuda 

 
We recommend adding the narrowing of protection gaps to the list of benefits, which is perhaps the most 
prominent benefit associated with alternative assets and is not addressed in the Issues Paper. Many regions, 
including the U.S. and parts of Europe, face a sizeable pension or retirement savings shortfall. Life insurers (and 
pension funds) have the unique capacity to match the liquidity profiles of long-dated retirement liabilities with 
similarly illiquid, long-dated investments. Because the benefits of the illiquidity premium apply mostly to 
consumers, alternative investments help close these protection gaps.  
 
Section 3.4.1 Diversification: This should be enhanced by describing the potential for reduced systemic risk, as a 
broader set of long-term, stable funding sources (such as insurers and large institutional funds, in addition to 
banks) lower the overall vulnerability of the system to a single source of funding or liquidity runs.  
 
Section 3.4.2 Higher potential returns: This section can be enhanced by observing that many alternative assets 
offer an illiquidity premium, rewarding long-term investors such as insurers and pension funds that can match 
stable, illiquid liabilities with similarly long-dated, higher-yielding assets.    
 
Section 3.4.3 Market sophistication: This section can be enhanced by describing how private credit lenders tend 
to focus on the lending relationship (rather than potential cross-selling) and can tailor covenants, amortisation 
profiles, and drawdown schedules to match specific project needs. This fosters rigorous underwriting and 
deeper, ongoing relationships between borrower and lender.  
 
Section 3.4.4 Capital optimization: The Issues Paper suggests that insurers that focus “solely” on capital 
optimization may “overlook potential downsides for policyholders.” This statement is too strong and overlooks the 
reality that insurers manage with multiple objectives in mind and within multiple constraints. That said, life 
insurers’ liabilities often extend decades into the future, making them ideal holders of similarly long-duration, 
higher-yield assets. In many jurisdictions, solvency frameworks create capital incentives for insurers to match 
assets and liabilities. Such capital optimisation not only supports better returns but also frees capacity to 
underwrite more long-term products.  It's also important to note that many (re)insurers are highly rated by 
credible rating agencies. Accordingly, this section should be modified to recognize these realities and would 
benefit from a distinction between appropriate and inappropriate incentives. 
 
Section 3.4.5 Long-term nature: We support the Issues Paper’s view that alternative assets may align with the 
duration and cash flow characteristics of many insurer liabilities. For example, private credit often involves multi-
year or multi-decade lending arrangements to finance infrastructure, real estate, and corporate expansion—

Addressing the 
protection gap 
and other societal 
needs are out of 
scope in this 
issues paper and 
are being 
addressed by 
other IAIS 
projects 



 
 
 
 

 

 

sectors that benefit from “patient capital.” Although the Issues Paper asserts that alternative assets “may align 
well with insurers’ long-term liabilities,” it then claims that long-term assets “may decline unpredictability over 
long periods of time,” and if that were to happen, reinvestment risk “inevitably resurfaces.” This verbiage is 
inaccurate. Any long-term asset may “decline” over time, and it seems inaccurate to describe this dynamic as 
“reinvestment risk,” which is typically considered in the context of interest rates. We recommend removing this 
language. 
 
Section 3.4.6 Inflation hedge: This section could be enhanced by also referencing the inflation benefits of certain 
private credit arrangements, such as those in which coupons adjust with inflation, or floating rate private loans. 
 
Section 3.4.7 Investing in real economy: This discussion should be enhanced by explicitly mentioning 
infrastructure and by highlighting that, unlike banks reliant on demand deposits, insurers hold stable liabilities 
and can provide capital for a 10-, 20-, or even 30-year horizon. This reduces maturity mismatches and can be a 
countercyclical force when public markets or banks retreat from lending markets. 

Athora, Bermuda 

• We appreciate the IAIS’s recognition of the benefits these assets offer, including diversification, higher returns, 
capital optimisation, inflation hedging, and direct investment in the real economy. • We urge the IAIS to expand 
its discussion considerably to fully capture the substantial role these investments (private credit, as well as 
broader categories of alternative or non-public assets) play in enhancing financial stability, narrowing retirement 
funding gaps, and stimulating growth in the real economy.• As noted in Sigma 2/2024, the increased emphasis 
on alternative assets reflects a broader market trend toward less liquid investments driven by asset-liability 
management (ALM) strategies.Other, important aspects must be considered in terms of ‘benefits’ of private 
assets: Pension and protection gap• Addressing the protection gap and pension short fall in savings across all 
jurisdictions including the growing burden on already indebted governments. Macro stabilization• While 3.2.1 
notes that the structure of the liabilities of insurers makes it possible for them to invest in long-term assets 
without engaging in the maturity transformation of banks, this perspective on the risk management of the 
insurance company must be complemented by recognition and elaboration of the role of insurers can play as 
providers of stability to the financial system. • From a macro stability standpoint, corporates (or ‘real economy’) 
require long-term funding, and banks can only provide long-term funding by increasing their maturity 
transformation risk. • Being structural investors in long-term assets thanks to their liability structure, insurers 
provide necessary stability to the financial system and providing liquidity at times when other players such as 
banks cannot. • One may note that the GFC was a collateral and concentration driven issue rather than a liability 
driven issue.Information • While alternative assets are often not related to publicly listed companies (and 
therefore do not follow mandatory IFRS/US GAAP public disclosure), investments in private assets (credit or 
equity) are often made based on a level of information depth/granularity that is not achieved in public markets – 

Benefits have 
been added, and 
the role of 
financial stability 
has been 
enhanced. 
Addressing the 
protection gap 
and other societal 
needs are out of 
scope in this 
issues paper and 
are being 
addressed by 
other IAIS 
projects. 



 
 
 
 

 

 

thanks to the high focus of the originator on a smaller number of assets. This is briefly noted in 3.5.8 but 
deserves emphasis and data.Ranking in capital structure• Amongst the ‘benefits associated with alternative 
assets’, an important feature is security over assets/collateralo Most of the public corporate bonds in the market 
are either unsecured or subordinated, as illustrated below$ market € marketSenior secured 6% 1%Senior 
unsecured 89% 90%Subordinated 5% 9%Source: ICE / Bank of America corporate bond indiceso Covered 
bonds are the only large public credit asset class that structurally benefits from senior securityo Within alternative 
/ private credit, different types of loans may be originated, ranging from senior secured to mezzanine. Insurance 
investors mostly invest in senior secured loans. o While senior secured credit has typically the same probability 
of default as senior unsecured credit, loss given default tends to be significantly lower (see below) Average 
recovery rate (source: Moody’s, 1987-2010)Senior secured loans 80%Senior secured bonds 63%Senior 
unsecured bonds 49%Subordinated bonds 29%• Public credit is dominated by senior unsecured credit, while a 
large part of the private credit market into which insurers invests is senior secured, and sometimes benefits from 
collateralization. Growth agenda• As highlighted in the 2024 Draghi Report, greater insurer participation in asset-
backed finance is essential for channelling private capital efficiently into European growth and resilience 
initiatives. Similarly, the EU’s efforts toward an investment and savings union would significantly benefit from 
increased insurer involvement, enabling broader capital pools to support sustainable economic development. • 
Fostering a robust European securitization market relies heavily on institutional investors such as insurers to 
provide long-term, stable financing that underpins both market depth and economic stability. • The final IAIS 
Issues Paper should recognize these potential benefits and facilitate more investments by insurers in well-
designed, structured securities that appropriately fit with asset liability management strategies of life insurers with 
their long-duration liabilities. 

American 
Investment 
Council, United 
States 

[The following is an excerpt from our General Comment.]  
 
Importantly, as the Issues Paper points out, each of these benefits – customizable investment options, additional 
capital sources, a natural alignment between insurer liabilities and investments, diversification, a demonstrated 
track record of outperforming other investments, and many others – inure to the benefit of the industry while 
presenting no material risk to global financial stability. Rather than analyze objective data and historical trends, 
however, the Issues Paper appears to commingle its discussion of entirely distinct alternative asset classes, 
leverage anecdotal evidence and unsupported conditional statements, and employ an overall negative tone to 
support a conclusion that supervisory practices and IAIS supervisory materials need to be enhanced. 

Noted, with 
thanks. 
Addressing the 
protection gap 
and other societal 
needs are out of 
scope in this 
issues paper and 
are being 
addressed by 
other IAIS 
projects. 



 
 
 
 

 

 

Global 
Communications 
Group, United 
States 

GCG commends the IAIS for noting benefits associated with alternative assets. In addition to the mentioned 
benefits, we would like to note that alternative assets can help improve pricing for consumers, reduce the 
pension protection gap, improve market capacity, and can act as a countercyclical force. 

Noted, with 
thanks. These 
aspects will be 
considered in 
future work. 
Addressing the 
protection gap 
and other societal 
needs are out of 
scope in this 
issues paper and 
are being 
addressed by 
other IAIS 
projects. 

Cayman 
International 
Reinsurance 
Company 
Association, 
Cayman Islands 

We applaud the authors for including this section in the Consultation. We recommend that this section be much 
more robust, including considerations of the benefits to customers.  In addition, the benefits briefly described are 
then immediately limited with conclusory or hypothetical negative considerations unsupported by research or 
data. (Compare, for example Section 3.4.5 with Sections 3.5.2 and 3.5.3.)  While risk associated by all assets 
protecting the customer is important to consider, the Consultation has 12 pages robustly dedicated to the 
negative considerations (Section 3.5) immediately following these two pages.  Further, this section does not 
consider any of the governance and controls that insurers utilize when accessing the benefits of these assets. 

Comments 
provided will be 
considered for 
further and 
subsequent 
analysis. 
Revisions done. 

Global Atlantic 
Financial Group, 
United States 

The paper should further explore how alternative assets support insurers' competitiveness amid inflation and low 
yields. Current public market-heavy allocations are increasingly unsustainable, prompting broader shifts in 
insurer business models beyond just AIR users. 

Noted, with 
thanks. These 
aspects will be 
considered in 
future work.  
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Organisation Comment received IAIS response 

General Insurance 
Association of 
Japan, Japan 

3.5.7 Increased complexities around the management of alternative assets: The size and proportion of 
investments in alternative assets vary from insurer to insurer, and the importance of risks also varies. Therefore, 
regarding Board members, we believe that it would be more effective to describe in a manner that allows a wide 
range of management depending on the importance and risk of the alternative assets in each company. 

Revision made - 
see 3.5.7 noting 
Board 
management is 
commensurate to 
risk. 

National 
Association of 
Insurance 
Commissioners 
(NAIC), USA 

Section 3.5.6, page 28, first sentence, it is not particularly clear what “modular models” refers to as used in this 
paragraph. Additionally the sentence as a whole is a bit difficult to follow; suggest trying to clarify - splitting it into 
more than one sentence could help comprehension. 

Revisions made. 
For credit risk 
modelling, a 
distinction can be 
made between 
integrated 
models (where 
market and credit 
risks are jointly 
modelled, 
accounting for 
dependencies 
between them), 
and modular 
models (where 
market and credit 
risks are 
separately 
modelled and 
aggregated). 

The Life Insurance 
Association of 
Japan, Japan 

While Section 3.3 proposes a principle-based definition of alternative assets, rather than seeking to apply a one-
size-fits all approach, the focus should be on promoting sufficient communication between supervisors and 
insurers, for example through actions by supervisors to share good practices and to address the lack of 
information keeping in mind the characteristics of the local market and regulatory environment, and thus consider 
appropriate supervisory measures which would include options such as the Pillar 2 measures. 

Noted. 
Proportionality 
and jurisdictional 
differences apply. 
Best practices 
can be 



 
 
 
 

 

 

considered in an 
Application 
Paper. 

The Life Insurance 
Association of 
Japan, Japan 

Also, even when the IAIS defines alternative assets, it is possible to address the sectoral differences in a 
progressive manner by adjusting the concrete definition of complexities and then setting a global standard like 
the ISDA Master Agreement by the International Swaps and Derivatives Association, which aims to standardize 
the derivative trading. 

Noted. This can 
be considered in 
future work on 
the topic. 

The Life Insurance 
Association of 
Japan, Japan 

On page 21 of the Issues Paper, the IAIS implies the possibility of addressing the hidden leverage by taking a 
look-through approach (“Hence, look-throughs and intensive deep dives may be a key option for supervisors”). 
While the LIAJ understands the IAIS’s stance for adopting this approach, the fund investment is the primary form 
of alternative investment, so understanding the individual breakdown of the fund poses a significant practical 
burden and is only possible for limited investors. Therefore, if supervisors are to consider introducing this 
approach, instead of taking a one size fits all approach, they should consider each insurer`s feasibility as well as 
how crucial alternative investment is to the insurer`s assets. 

 
Revisions made. 
Look-throughs 
and intensive 
deep dives may 
be a 
consideration for 
supervisors. 

The Life Insurance 
Association of 
Japan, Japan 

The statement in Footnote 44 (i.e. the large-scale run scenario is unlikely to occur for traditional long-term life 
insurance and annuity products) is very important as it illustrates the key characteristics of the insurance 
business and should be included in the body of the text rather than as a footnote. 

Revision made in 
section 3.5.3, 

The Life Insurance 
Association of 
Japan, Japan 

Potential conflict of interest in the case of PE firms with stakes in reinsurers, described in Section 3.5.4, is a 
critical issue. As such, the LIAJ supports the implementation of appropriate regulation to prevent this issue of 
conflict of interest. 

Noted, with 
thanks. 

The Life Insurance 
Association of 
Japan, Japan 

As to the statement in the last paragraph on page 29 “The Board of an insurer should have a sufficient number of 
members with relevant expertise in investment analysis and portfolio management, with the ability to apply that 
knowledge to alternative asset risks”, although we recognize the necessity for board members to have the ability 
to understand risk-return profiles of alternative investments from a governance perspective, given the broad 
range of the insurance business, it is overly excessive to require board members to have expert level knowledge 
in alternative investment analysis and portfolio management,. The LIAJ therefore suggests, for example, revising 
the latter part of the sentence to “…with relevant expertise in understanding the risk-return profile of alternative 
investments”. 

Revision made 
with similar 
wording. 

Monetary Authority 
of Singapore, 
Singapore 

In section 3.5.4 (Page 25): “Concentrations, credit quality and fund structure: Insurers which are associated with 
PE firms are increasingly investing in privately placed corporate debt where the same PE firm is a sponsor 
(sponsored lending).” We suggest that IAIS word this more broadly by adding 'In some instances' at the start as 
this was not noted in Singapore i.e. 'In some instances, insurers which are associated with PE firms...'. While we 

Revision done.  



 
 
 
 

 

 

have insurers that are associated with PE firms, we did not see instances of these insurers increasingly investing 
in privately placed corporate debt where the same PE firm is a sponsor.  

Monetary Authority 
of Singapore, 
Singapore 

In section 3.5.5. (Page 26): “Credit rating agencies aim to remain independent and objective in their 
assessments. For alternative assets, where information might not be publicly available, more reliance is placed 
on engagements with the issuer, which could introduce subjectivity and may lead to differences in the ratings 
outcome between different rating agencies.  
Insurers typically rely on credit ratings to gauge the risk and value of their investments, especially in complex and 
less transparent assets. However, in the case of credit rating shopping, whereby issuers seek the most 
favourable ratings from various agencies, there could be potential risks posed by this type of activity. When 
issuers engage in credit rating shopping, it can lead to inflated ratings that do not accurately reflect the true risk 
of the asset.” 
With respect to the paragraphs above, while ‘credit rating shopping’ can take place, it may be useful to note that 
in most jurisdictions, only ratings from certain credit rating agencies are recognised, subject to them meeting the 
criteria set by the supervisors. Given so, credit rating agencies would also hold themselves to high standards to 
ensure that they continue to meet the standards set by the supervisors and remain recognised by the 
supervisors. This would also mitigate the risk of credit rating shopping. We propose that this point should be 
included within the section.   

Revision done.   

Monetary Authority 
of Singapore, 
Singapore 

In section 3.5.5. (Page 26): “In some jurisdictions, regulations require all credit rating agencies to be held to the 
same standards, and credit rating shopping concerns may be mitigated. However, consumers in some 
jurisdictions are ultimately responsible for assessing the credibility and reliability of ratings, and still other 
jurisdictions permit insurers to set their own internal credit ratings. In these latter cases, rigorous due diligence, 
consideration of multiple information sources, and robust risk management practices are crucial to mitigate the 
dangers associated with credit rating shopping.” 
On the last sentence, can we confirm that IAIS is referring to the point that there are jurisdictions that permit 
insurers to set their own internal credit ratings? If so, why does the last sentence refer to the dangers associated 
with credit rating shopping since internal credit ratings would not be associated with credit rating shopping? 

Revision done. 
Language toned 
down from 
:associated with" 
to "implied by.: 
… dangers 
implied by credit 
rating shopping. 

The Geneva 
Association, 
International 

We understand the importance of considering liquidity risk from the liability side, particularly for life insurance and 
annuity contracts. These products inherently have a low probability of mass outflows due to features like 
surrender penalties, tax incentives, and underwriting frictions (such as medical exams for re-underwriting). 
Therefore, we believe that liquidity stress narratives developed for open-ended funds or daily dealing vehicles 
would not directly apply to life insurers. Insurers’ existing prudential practices already incorporate stress testing, 
with insurers typically maintaining buffers of high-quality liquid assets and conducting comprehensive cash flow 
and lapse stress testing under various jurisdictional rules. Any supervisory discussion of liquidity should build 
upon these established frameworks rather than duplicating them. A holistic view that integrates liability 

Revisions done. 
Although 
including 
empirical 
examples from 
supervisory or 
market studies is 
outside the scope 



 
 
 
 

 

 

optionality, collateral calls, and alternative asset sale assumptions provides a more accurate picture than 
standalone asset liquidity metrics. When such a framework is in place, holding some less liquid assets is not 
necessarily riskier; it can even help reduce reinvestment risk for long-dated liabilities. 
 
When considering investment groups, we believe it is important to clarify the scope beyond just private equity 
ownership. Alternative asset activity now encompasses a broad range of entities, including traditional insurers, 
pension fund managers, asset management subsidiaries of insurers, and diversified credit platforms. To avoid 
ambiguity, we suggest using a neutral term like "sponsor-controlled investment groups" and clearly defining it to 
distinguish between insurers owned by private equity sponsors or funds and those that may be affiliated with PE 
firms or simply allocate to externally managed private equity funds which can be affiliated or not. A primary 
supervisory concern in this area revolves around potential conflicts of interest. These issues can arise when a 
parent entity can influence strategic asset allocation towards affiliated funds, when investment time horizons or 
risk tolerances diverge from those required to honor policyholder promises, or when fee structures or internal 
ratings create information asymmetry. We believe existing supervisory frameworks can already address these 
concerns by focusing on look-through concentration limits and emphasizing independent board oversight and 
transparent governance, rather than solely on the corporate label of the sponsor. 
 
We recognize that the true vulnerability regarding alternative assets lies not in their intrinsic nature, but rather in 
their use by organizations that may lack the necessary skills, data, and governance to manage them effectively. 
This crucial point is already thoroughly addressed within existing supervisory principles. 
 
Our policy stance emphasises understanding and adaptation, rather than blunt restrictions. We believe that 
supervisory policy should encourage innovation that directs long-term savings into productive projects that 
benefit society. It should also set clear and proportionate risk management expectations, including 
comprehensive cash flow testing, liquidity stress testing, conflict of interest policies, and transparent disclosure. 
Furthermore, it is important to differentiate between well-managed and poorly managed exposures, rather than 
suggesting uniform quantitative caps. This approach allows for flexibility, avoiding penalties for jurisdictions with 
deep and liquid capital markets while still providing supervisors in less liquid markets the discretion to apply 
tighter guardrails where necessary. 
 
While section 3.5.1 addresses valuation challenges, we believe it would be strengthened by incorporating 
empirical examples of valuation conflicts from supervisory experience or market studies. We also think it's 
important to explore how regulatory incentives might influence valuation outcomes.  

of this paper, 
publicly available 
data and figures 
where possible  
incorporated. The 
IAIS has 
engaged with 
industry 
stakeholders 
during the 
drafting process 
of the paper  to 
help ensure 
relevance and 
accuracy. In 
section 3.5.4, 
additional 
clarification has 
been provided in 
the opening 
paragraph to 
further elaborate 
on the concept of 
"control of PE 
firms." 



 
 
 
 

 

 

The Geneva 
Association, 
International 

Regarding the assertion in section 3.5.3 that liquidity risk has become a more prominent concern, we contend 
that liquidity risk management is a core competency for insurers, and any increased attention is microprudential 
rather than a broad historical fact based on limited examples. We also propose introducing a paragraph in this 
section that acknowledges the low run risk associated with life insurance products and references existing 
liquidity stress frameworks. The emphasis should shift from raw asset liquidity metrics to holistic, liability-aware 
testing.  

Revision done 
with slightly 
different wording 
:" the 
characteristics of 
many life 
insurance and 
annuity products 
make a mass 
lapse scenario 
less likely…." 

The Geneva 
Association, 
International 

For section 3.5.4, we suggest renaming it to "Links to sponsor-controlled investment groups and associated 
conflicts." This section should include a clear definition distinguishing private equity sponsors, multi-asset 
managers, and in-house asset management subsidiaries. The discussion of risk should then focus specifically on 
governance and related-party exposures. We also recommend a new cross-cutting section outlining supervisory 
best practices, including specialist training, data collection, look-through analytics, and enhanced disclosure, to 
emphasize that better understanding, rather than blanket limitation, is the preferred approach. 
 
In section 3.5.4, concerning conflicts of interest, we feel the paper needs better balance. The suggestion that a 
private equity firm might structure assets for a time horizon not optimal for the insurer, while a theoretical 
dynamic, is mitigated by existing risk management and regulatory incentives, such as capital charges for 
mismatched assets and liabilities. Similarly, optimizing Internal Rate of Return should not be seen as inherently 
problematic, as this metric considers regulatory capital, which, in an economic regime, accounts for the insurer's 
risk position, including asset-liability management. Concerns about capital extraction and 'early exits' should also 
be viewed within the context of regulatory safeguards. Disposal of a shareholder's stake would trigger a change-
of-control review, and private equity-backed reinsurers generally lack an economic incentive to liquidate assets 
backing long-dated liabilities. Significant portfolio sales are already subject to supervisory scrutiny, and 
supervisors have the authority to restrict dividend distributions and review intra-group fees, further safeguarding 
against excessive upstreaming of funds. 

 See previous 
edit relating to 
comment # 242 
from The Geneva 
Association, 
International.  
Noted regarding 
additional 
concerns. These 
can be 
addressed if 
future work eg. 
an Application 
Paper.  

The Geneva 
Association, 
International 

For section 3.5.5, we recommend clarifying that insurers should "undertake" internal credit assessments, rather 
than "undergo" them, to allow for reduced internal reliance on external credit ratings as the primary risk measure. 
It's also important to note that many supervisory frameworks, like Solvency II, already require internal ratings for 
specific asset classes. In the U.S., insurers must have a documented risk management process with due 

Noted. Revision 
done. 



 
 
 
 

 

 

diligence procedures for external ratings it relies on and enough internal analysis to satisfy regulators that the 
rating is reasonable for solvency purposes.  

The Geneva 
Association, 
International 

In section 3.5.6, the statement that supervisors "may" assess whether their regimes contribute to trends in 
alternative asset investments is too weak. Supervisors have an ongoing responsibility to assess the efficacy of 
their regulatory tools and address any identified deficiencies, and this responsibility extends beyond just 
alternative assets. 

Revision made 
"may" changed to 
"must.". 

The Geneva 
Association, 
International 

Finally, regarding information gaps in section 3.5.8, while we acknowledge that a lack of transparency can 
contribute to complexity risk, we also believe that transparency in many alternative asset markets has 
significantly improved through look-through techniques, standardized reporting templates, and third-party data 
vendors. We suggest the paper provide concrete evidence of any remaining material data gaps or clarify that 
such gaps are limited to specific asset classes or jurisdictions. Where genuine gaps persist, enhanced 
supervisory cooperation and resource-sharing, such as cross-border data-exchange agreements and joint 
thematic reviews, can materially reduce the risk. Any remaining, non-diversifiable complexity risk should be 
reflected in the compensation demanded by the insurer. 

 Noted, with 
thanks that 
overall 
information gaps 
remain 
meaningful 
enough to be 
addressed by the 
requirement of 
enhanced due 
diligence by the 
insurers investing 
in alternative 
assets compared 
to traditional 
asset classes. 
This can be 
included in future 
work eg. an 
Application 
paper. 

American Council 
of Life Insurers, 
United States 

“Alternative” assets, when properly structured and supervised, are match-funded, investment grade, and long-
term in nature. Regulatory frameworks should reflect the actual risk profile and avoid treatments that are not 
supported by data or analysis. Holistic supervision of “alternative” assets is critical – the IAIS must consider both 
sides of the balance sheet. This approach ensures that the regulatory treatment aligns with the true risk 
characteristics of the assets and liabilities, thereby promoting financial stability and resilience. 
 
I. Comment on Section 3.5.3. Liquidity Risks 

Revision done.  



 
 
 
 

 

 

 
Section 3.5.3 claims that “optionality embedded in policies could prompt policyholders to surrender their policies 
in search of better yields” in response to substantial increases in interest rates. The statement is accompanied by 
footnote 44, noting that “At the same time, features of most life insurance and annuity products make it less likely 
for a large-scale run scenario to occur, because surrender charges, losing a tax advantage, and having to repeat 
the underwriting process all limit the likelihood of lapses.” ACLI recommends elevating footnote 44 to the full text 
body in Section 3.5.3. 
 
Footnote 44 is an objectively true statement that adds balance to the supposition that optionality embedded in 
policies could prompt policyholders to surrender their policies in search of better yields. 
 
Section 3.5.3 presumes that liquidity risk on the liability side can become “significant” with unexpected 
surrenders or lapses. ACLI recommends including language from Section 5.1 into Section 3.5.3. Section 5.1 
acknowledges that the “impact of policyholder behaviour may vary depending on jurisdictional differences with 
regard to regulatory frameworks and liquidity in combination with local characteristics in terms of overall insurer 
allocations.” (Section 5.1)  
 
For example, in the U.S., all life insurers must maintain sufficient capital to weather liquidity and other shocks to 
their finances. In 2020, the NAIC implemented a regulatory liquidity stress-testing framework (LST) for large life 
insurers that meet certain characteristics. The LST considers the interplay between assets and liabilities and 
incorporates expert assumptions on critical issues, including lapse assumptions under a variety of stress 
scenarios. The LST is designed to assess two critical issues: whether individual life insurers have sufficient 
liquidity under stress and whether insurer asset sales under stress would lead to market disruptions, aka “fire 
sales.”  
 
In addition, the structural design and features built into U.S. insurance products, which have long-term liabilities 
such as annuities and pension obligations, makes a run scenario highly unlikely and lessens the likelihood of 
forced asset fire sales during stress events. 
 
Even if a stress event occurs, life insurers may change to a new investment strategy, but they are unlikely to sell 
a substantial amount of existing assets in a stressed environment over a short time period.  Additionally, life 
insurers have strategic asset allocations to highly liquid investments such as treasuries and public investment 
grade credit that would be tapped first to be sold in a stress event. 



 
 
 
 

 

 

American Council 
of Life Insurers, 
United States 

II. Comment on Section 3.5.6, Regulator Capital – Related IssuesThe treatment regulators require can heavily 
influence insurer participation in private credit. Many jurisdictions already incorporate robust RBC / solvency 
frameworks (e.g., NAIC in the U.S., BMA in Bermuda) that require insurers to hold capital commensurate with 
asset risk. These frameworks undergo ongoing refinement to reflect actual loss experience in private credit, 
ensuring capital charges align with historical performance and prospective stress tests.ACLI recommends 
amending footnote 53 to avoid misunderstandings about the content of ICP 14:***Recommended edit to Section 
3.5.6, FN 53(1) Delete the last sentence (insert quote) because it is an inaccurate representation of ICP 14’s 
comments on market-consistent valuation and amortized cost valuation. ICP 14 says a market-consistent OR an 
amortized cost basis may be appropriate (See ICP 14.4.5, 14.4.6, and 14.4.14). 

Revision done in 
footnote for ICP 
14 to reflect 
general concepts.  

Alternative 
Investment 
Management 
Association, 
Global 

The issues paper criticizes amortized cost valuation, which again has the appearance of being targeted at the 
US market. With respect to fair value versus amortized cost valuation, it is important to recognize that insurer 
allocations to less liquid investments are generally less exposed to short-term market volatility, given the role 
they play within insurer ALM strategies – i.e., backing less liquid, longer duration liabilities (as discussed further 
below). Furthermore, the IAIS should recognize that these investments typically generate regular cash interest 
payments and principal repayments, which are driven by credit performance rather than fluctuations in market 
pricing. Amortized cost accounting better captures their inherently stable, long-term character while still 
incorporating provisions for credit impairments that are not temporary. Additionally, unlike public markets where 
bonds are standardized and offer limited flexibility, private credit transactions allow lenders to customize 
covenants, amortization structures, and drawdown terms to align with the specific needs of that transaction. This 
bespoke approach encourages more meaningful and durable relationships between borrowers and lenders. 
 
Regarding transparency and timing of valuation, we would note that private credit investors typically receive 
comprehensive monthly reporting packages that include detailed information on each loan held within a fund. 
These reports typically provide key data on borrower financial performance, covenant compliance, payment 
status, collateral valuations, and risk ratings, along with portfolio-level metrics such as exposure by sector, 
maturity, and credit quality. Unlike public markets, where investors primarily rely on daily pricing that may reflect 
short-term sentiment or liquidity distortions, the granular, borrower-specific data in private credit reporting offers 
deeper insights into the underlying credit fundamentals and risk profile of the portfolio. This level of transparency 
enables more informed, forward-looking risk assessments and supports robust internal oversight and 
governance. Figure 37 of the ACC's Financing the Economy report provides a good summary of the frequency of 
private credit reporting to investors: 
 
Regarding leverage, we respectfully disagree with the issue paper's discussion regarding the difference in 
leverage between bank lending and private credit lending. As noted in Figure 32 of the 2024 ACC Financing the 

Revision done. 
The paper 
remains neutral 
on valuation 
methods, 
outlining the pros 
and cons of each 
and noting that 
their suitability 
depends on the 
context. 
Additionally, it 
may be helpful to 
acknowledge that 
private credit can 
experience 
reduced volatility 
during market 
dislocations. 



 
 
 
 

 

 

Economy Report, a significant portion of private credit funds employ modest leverage levels. While 51% of funds 
utilize debt-to-equity leverage ratios between 0.1x and 1.5x, 31% of funds operate without any leverage. These 
figures indicate that over 80% of private credit funds maintain no to very conservative leverage practices. 
Notably, these leverage levels have remained consistent over the past decade, even as assets under 
management and capital deployment volumes have increased. This stability in leverage usage underscores a 
cautious and disciplined approach within the private credit industry. 
 
With respect to liquidity concerns regarding an insurer's holding of Illiquid assets, when integrated into a well-
managed portfolio, longer-term assets contribute meaningfully to both best practice in ALM and retirement 
security. Insurers are particularly well matched to these assets due to their long-dated liability structures, which 
align naturally with long-horizon investments. We believe the paper should recognize the importance of overall 
liquidity risk management across an insurer's entire portfolio, and frame and consider potential risks associated 
with increased allocations to alternative assets through this broader lens versus its current narrow emphasis on 
specific asset-level concerns. Jurisdictions like the United States and Bermuda impose stringent stress testing 
requirements that model liquidity positions as a whole under severe scenarios. Thus far, neither jurisdiction has 
determined there are any concerns with their respective markets, and both jurisdictions wield ample supervisory 
tools to address concerns in the future without needing amendments to the ICPs, or local law. 
 
Life insurers' liabilities—such as annuities with surrender charges and pension obligations—are typically long-
term and stable, distinguishing them from bank deposit bases that are vulnerable to rapid withdrawals. Insurers 
do not face daily redemption risk, and even during periods of extreme market stress, lapse rates have remained 
manageable. Historical experience reinforces this resilience. Across major financial crises, including the 2008 
Global Financial Crisis and the COVID-19 pandemic, insurers largely avoided asset fire sales, illustrating that 
their funding model is inherently stable and capable of managing liquidity risk effectively. Lastly, we would note 
that even during the Great Depression in the 1930s, life insurers did not experience significant outsized lapses, 
and industry-wide surrender rates would have needed to be much higher to trigger industry-wide significant asset 
sales. 
 
Both these historical precedents and the aforementioned portfolio-wide liquidity assessments consistently 
demonstrate that insurers can and are maintaining sufficient liquidity even under challenging market conditions. 
 
Regarding NAV lending, we disagree with the assertion that "the origination of a NAV loan traditionally indicates 
that a portfolio company or companies are underperforming." This statement does not accurately reflect the 
economic realities of the private credit market. For many private credit firms, NAV lending serves as a permanent 



 
 
 
 

 

 

structural component of their strategy and is utilized irrespective of portfolio performance. 
 
Regarding credit risk and ratings, we would note that contrary to many assumptions, the vast majority of private 
credit held on insurance balance sheets is investment-grade or near-investment-grade. In the US, private credit 
holdings are publicly disclosed in statutory filings, and private letter ratings are submitted to supervisors for 
review. Bermuda is implementing new rules to require public disclosure of assets, which will be effective at year-
end 2025. 

Everlake Life, US 

As noted above, rather than attempting to develop a list of assets of concern and attaching a label to such a list, 
we suggest focusing on the asset characteristics of concern (e.g., liquidity, valuation uncertainty, etc.) and how 
those risks are managed by the life insurance industry and then defining a scope based on those characteristics.  
And as the IAIS well understands, any asset characteristics should also be evaluated relative to the associated 
liabilities. 
 
The Consultation would be improved if it developed the concept that the so-called “Alternative” assets, when 
properly risk managed structured and supervised, are often investment grade and long-term in nature. 
Regulatory frameworks should reflect the actual risk profile and avoid treatments that are not supported by data 
or analysis. Holistic supervision of the risk characteristic of all assets - regardless of label - is critical.  In order to 
do this, the Consultation the IAIS must consider both sides of the balance sheet and the life insurance risk 
management and governance for all assets. This approach ensures that the regulatory treatment aligns with the 
true risk characteristics of the assets and liabilities, thereby promoting financial stability and resilience. 

Noted for 
consideration in 
future work. 
Jurisdictional 
differences and 
proportionality 
applies. 

Athene, USA 

As public markets become more concentrated and private markets play a rising role in global finance, life 
insurers are well-positioned to harness the illiquidity premium due to their long-dated, predictable liabilities. The 
IAIS’s concerns about valuation, hidden leverage, liquidity, conflicts of interest, and information gaps can be – 
and in many cases are being – addressed by existing supervisory frameworks, governance, and transparent 
disclosures. By recognizing that “private” does not automatically equate to “higher risk” and embracing the 
nuanced supervisory mechanisms in place and being developed in the U.S. and Bermuda, the IAIS can foster a 
balanced view that acknowledges private credit’s stability benefits, its role in addressing global retirement needs, 
and its capacity to fund real-economy growth. 
 
ADDRESSING CONCERNS AROUND PRIVATE CREDIT 
Regulators have highlighted potential risks, including insufficient disclosures, leveraged exposures, conflict-of-
interest concerns, and illiquid holdings. These risks can be effectively supervised through: 
1. Strong governance and internal controls. Leading private-credit managers follow effective policies for conflict 
checks, trading oversight, and fair allocations among client funds. 

Revisions made. 
Inputs could be 
also considered 
for further 
analysis. 



 
 
 
 

 

 

2. Third-party valuations and frequent audits. Valuation risk can be mitigated by recognized pricing models, third-
party appraisals, and transparent assumptions. 
3. Tailored capital requirements. The largest private funds are often used by insurers, which themselves face 
strict solvency oversight by insurance regulators. This capital structure fosters prudent credit investments rather 
than unregulated risk-taking. 
 
3.5.1 VALUATION 
Athene, USA’s experience and recent supervisory findings demonstrate that valuation of illiquid assets can be 
appropriately managed with effective governance and procedures.  As a backdrop, many private assets, 
including those originated by non-banks, are distributed across multiple large, sophisticated investors. Valuation 
teams across these investors observe industry-wide valuation practices and marks and validate via third party 
valuation services. As investment grade private credit assets become more widely held (as has been occurring 
over time), valuation dispersion across firms will continue to naturally decrease.  (Appendix, slide 11). 
 
At the firm-level, in our experience, strong valuation procedures, including requisite independence and third-party 
assurance, produce consistent and reliable valuations. Private asset pricing is supported by full access to 
management and detailed private information – frequent and in-depth company reporting and monitoring is often 
required via stricter covenants. In addition, valuations are often provided or reviewed by third-party pricing 
services, as well as by external auditors on a recurring basis. Such procedures prevent overreliance on broker 
quotes, which may not necessarily reflect the fundamental value, market value or depth of an asset, potentially 
creating “false security” for holders and policymakers.  
 
The UK FCA recently evaluated valuation practices of private market participants and highlighted general good 
practice in the summary of its findings:  
 
“We were encouraged to find many examples of good practice in firms' valuation processes, including the quality 
of reporting to investors, documenting valuations, using third-party valuation advisers to introduce additional 
independence and expertise, and consistent application of established valuation methodologies. Generally, firms 
recognized the importance of maintaining robust processes. We saw practices that reflected consideration of 
investor protections given the judgement required and risks present in valuing private assets.” 
 
While we acknowledge that private assets do not have daily exchange pricing, the existing governance 
frameworks and independent valuation services mitigate the valuation risk described by the IAIS. We suggest 
that the Issues Paper be revised to include the following mitigants as part of its discussion of concerns: 


































































































































































































































































































































