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Summary
Welcome to the Quarter 4 2022 
investment update designed for insurers 
and produced by Royal London Asset 
Management (RLAM). Since our last 
update, there has been significant 
volatility in UK assets and Sterling post 
the October mini-budget announcement. 
We have seen continued higher levels of 
inflation emerging globally, with further 
interest rate increases in reaction to 
these. This has led to growing fears of 
recession in the UK, Europe and the US. 
In addition, reviews of the regulatory 
frameworks within both the UK and wider 
Europe have continued to progress – 
with the UK Government announcing 
their intention to replace Solvency II 
and the PRA (Prudential Regulation 
Authority) providing feedback on 
insurers’ progress around incorporating 
climate risks. In Europe, EIOPA 
(European Insurance and Occupational 
Pensions Authority) provided further 
guidance on the use of scenario analysis 
in ORSAs (Own Risk and Solvency 
Assessments) for climate risks, and a 
progress update on the current review 
of Solvency II including remaining areas 
of negotiation and challenge.

Within this quarterly update, we cover 
developments to the two main areas most 
prevalent to the asset side of insurers’ 
balance sheets - investment markets and 
regulations. In addition, we highlight two 
investment themes we believe should 
be considered by many insurers at 
the present time.

 Market 
update: 

• The macroeconomic factors that 
disrupted financial markets in the 
first half of 2022 continued to 
dominate in the third quarter with 
higher-than-expected inflation and 
interest rate increases being the key 
macroeconomic influences, along 
with growing fears of recession in 
the UK, Europe and the US

• Government bond market returns 
were negative again as rising interest 
rate and inflation expectations drove 
government bond yields higher globally

• Corporate bonds were yet again also 
affected by the increase in government 
bond yields, with the negative returns 
further impacted by widening credit 
spreads 

• We saw further weakness in equities 
as interest rates continued to rise 
and investors increasingly factored in 
central bank-induced recession in the 
next 6 to 12 months

Regulatory 
update: 

The regulatory environment for 
insurers – particularly within the UK 
and Continental Europe – continued to 
develop rapidly. Over the quarter:

• In the UK, the Government has 
announced its intention to replace 
Solvency II for insurers with a regime 
that is a better fit for the UK insurance 
industry. Following a consultation 
exercise, the final changes have now 
been announced including largely 
retaining the current structure of 
the Matching Adjustment calculation 
and not implementing the changes 
previously proposed. 

• Charlotte Gerken of the PRA has 
given a speech around increasing 
concentration risks in the UK life 
insurance and how this can be mitigated 
through the Prudent Person Principle

• The PRA has also issued a discussion 
paper on its Approach to Policy and 
Anticipated Reform as part of the 
Financial Services and Markets Bill

• They have also issued thematic 
feedback on the incorporation by 
insurers of climate-related financial 
risks following the ‘Dear CEO’ letter 
from October 2021

• Elsewhere, the FCA has proposed 
new rules to tackle greenwashing, 
which includes investment product 
sustainability labels and restrictions on 
how terms such as ‘ESG’ can be used

• In Europe, EIOPA has published its 
guidance on how to reflect climate 
change in ORSA as well as publishing 
a report on data quality in Solvency II 
reporting

• In addition, EIOPA provided an update 
on progress around the Solvency II 
review, noting the remaining areas 
where there was some difference in 
its views compared with the European 
Commission

We explore these areas in more detail, 
also highlighting what this could mean 
for insurers going forwards.

Insurance 
investment themes: 

We set out two investment ideas and 
themes for insurers that we believe 
are well placed and relevant relative 
to the future economic and regulatory 
environment. For this quarter’s 
publication we include:

• Transitions: Most insurers have 
been increasing their focus around 
responsible investing and climate 
risk mitigation within investment 
portfolios. Whilst such initiatives 
are to be supported and highly 
necessary, we believe that some of 
the implementation options being 
pursued will not necessarily deliver the 
environmental and financial outcomes 
that investors are expecting. To react 
to this, we believe there is merit in 
considering a ‘Transitions’ approach. 
This involves investing in companies 
with attractive valuation characteristics 
that are making a material and credible 
contribution towards sustainable 
development with regular robust 
engagement to hold this transition 
to account.

• Investment Opportunities in a changed 
market: Given the year of extreme 
challenge for investment markets 
with material increases in bond yields 
and interest rate expectations, we 
view there as being certain asset 
classes, and sectors within asset 
classes, that may present attractive 
valuation opportunities currently. 
We have identified three main areas 
that insurers may wish to consider 
adding exposures to.
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Market update

Yield (%)* Total 3 month 
return*

30 June 2022 30 September 
2022

UK Gilts† 2.44 3.91 -12.85%

Euro Treasuries† 1.77 2.68 -4.95%

US Treasuries† 3.09 4.13 -4.81%

Spread (bps)* Total 3 month 
return*

30 June 2022
30 September 

2022

UK IG Corporates† 174 199 -11.01%

Global IG Corporate† 175 179 -4.84%

Emerging Market 
Debt†

542 560 -6.15%

Global High Yield† 571 534 -1.50%

Price index* Total 3 month 
return*

30 June 2022 30 September 
2022

UK Equities† 3940.9 3763.48 -3.45%

Global Equities† 15325.97 15641.8 2.06%

Emerging Market 
Equities†

616.31 592.9 -3.80%

Level*

30 June 2022
30 September 

2022

Volatility† 28.71 31.62

Overview
The macroeconomic factors that 
disrupted financial markets in the first 
half of 2022 continued to dominate 
in the third quarter – higher-than-
expected inflation and interest rate 
increases were the key macroeconomic 
influences, along with growing fears 
of recession in the UK, Europe and 
the US. Inflation first surfaced in the 
aftermath of the Covid-19 pandemic 
but was exacerbated by the Russian 
invasion of Ukraine in February and 
retaliatory sanctions which sharply 
increased the prices of oil & gas and 
other commodities. Although they have 
fallen back slightly, energy prices remain 
high and geopolitical events continue to 
affect sentiment as winter approaches. 

Central banks responded to the 
continued strength of inflation by 
further tightening monetary policy and 
reiterating that they will do whatever 
it takes to suppress rising prices. 
The US Federal Reserve (Fed) led the 
way, increasing rates by 1.5% over 
the quarter. Since March, the Fed has 
raised rates five times by an aggregate 
of 3% – its 0.75% increases in June, 
July and September were the biggest 
increases for nearly 30 years. Its 
commitment to do more has led markets 
to price in further hikes in 2022. The 
European Central Bank (ECB) has so 
far been slower to react, partly due to 
a more fragmented backdrop with a 
gap between Germany and ‘peripheral’ 
economies. However, it ended its bond 
buying programme in July and increased 
rates by 0.75% (its first increase in 
11 years and a bigger increase than 
the 0.5% expected by economists). 
A further increase of 0.75% followed in 
September with a clear commitment of 
further increases to follow. The Bank 
of England (BoE) increased rates by 
1.0% over the quarter to 2.25%, taking 
its tally to six increases so far in 2022 
and seven in this cycle.

*  Source: Bloomberg, IHS Markit. 

†  See appendix for details on index used and returns quoted. 

Past performance is not a reliable indicator of future results. The value of 
investments and the income from them is not guaranteed and may go down 
as well as up and investors may not get back the amount originally invested.
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Currency movements had a notable 
impact in the quarter, following the 
volatility in the first half of the year. 
The Fed’s more aggressive approach 
to raising interest rates compared to 
other central banks has pushed the 
dollar higher. It was again the strongest 
major currency: it appreciated by over 
6% against the yen and euro, and over 
8% against sterling. On a translational 
basis, sterling’s weakness benefits 
sterling investors in overseas assets 
as it boosted returns over the quarter. 
However, these movements will impact 
global trade over coming months, 
and dollar strength will also be a risk 
for any emerging markets countries 
and companies that have borrowed 
in dollars. The price of Brent crude 
oil fell by 16.9%, but remains over 
$90 a barrel, and copper futures fell 
another 8.0% in dollar terms on fears 
of a slowdown in China and recession 
in the US, UK and Europe.

Government bonds
All major government bond markets 
again saw negative returns as the 
ongoing interest rate rises and hawkish 
commentary from central banks drove 
bond yields higher globally: the 10-year 
US treasury yield rose by 82bps to 
3.83%; and the 10-year German bund 
yield rose by 77bps to 2.11%. The UK 
gilt market was the worst performing 
major government bond market over the 
quarter, delivering a return of -12.85% 
as the benchmark 10-year gilt yield rose 
by 186bps from 2.23% to 4.09%. 

Credit
These gilt market returns took a heavy 
toll on the sterling investment grade 
credit market, which returned -11.01%. 
Although it appeared to outperform 
the gilts market, at around six years the 
duration of the sterling credit is lower 
than for the gilt market: corporate 
bonds underperformed gilts of an 
equal maturity as the average sterling 
investment grade credit spread widened 
by 25bps to 1.99% (iBoxx).

In credit markets, defensive sectors 
continued to outperform on a relative 
basis, albeit still providing negative 
returns – supranational, covered and 
senior banks bonds outperformed, while 
the real estate, utilities and asset-backed 
securities sectors underperformed the 
wider market. Credit quality had a mixed 
impact on relative returns in the period 
– although bonds in the AAA ratings 
band outperformed their investment 
grade peers, the high yield market 
outperformed investment grade credit 
and BBB rated bonds outperformed 
AA and A rated bands. The high yield 
market outperformed investment grade 
credit, with global high yield markets 
returning -1.50% in sterling terms. 

Equities
The third quarter saw further weakness 
in equities as interest rates continued 
to rise and investors increasingly 
factored in central bank-induced 
recession in the next six to 12 months. 
In local currency terms (i.e., without 

the impact of the strong dollar), nearly 
all major stock markets fell globally, 
although currency movements offset 
this weakness and boosted the sterling 
returns from overseas equities. For 
the third quarter the FTSE-All Share, 
MSCI World and MSCI All Countries 
World Index returned -3.4%, +2.2% 
and +1.5% to sterling investors, 
respectively. Regional returns were 
particularly widely dispersed. According 
to MSCI regional data, the US and Japan 
delivered the only positive returns (to 
sterling investors), with modest negative 
returns from Europe ex-UK, UK and 
emerging markets, with the Far East  
ex-Japan region a notable outlier, 
returning -9.8%.

Within equity markets, the significant 
inflation-related rotation out of ‘growth’ 
and into ‘value’ that dominated the 
first half of 2022 switched back, albeit 
to a limited extent. The MSCI World 
Growth Index returned +3.4% versus 
+1.1% for the MSCI World Value Index. 
In terms of sectors, energy was only the 
second strongest sector, with consumer 
discretionary leading the way, with 
industrials and financials also in positive 
territory. The laggards were consumer 
services, real estate and utilities.
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Regulatory update
1. UK Government 
announces intention to 
replace Solvency II for 
UK entities.
• In the mini-budget announcement 

in September, the UK Chancellor 
announced the intention to replace 
Solvency II with more tailor-
made rules appropriate for the 
requirements of the UK insurance 
industry. One of the stated benefits 
was to “free up billions of pounds for 
investment” in domestic and more 
sustainable projects. 

In the UK Autumn statement, the current 
Chancellor outlined the Solvency II 
reform package following on from the 
consultation exercise launched in  
April 2022.

On 23 September, then UK Chancellor of 
the Exchequer Kwasi Kwarteng outlined 
a ‘mini budget’, containing significant 
changes in a fiscal package targeted at 
generating domestic growth in the UK. 
The sweeping tax cuts and increased 
borrowing would not be well received by 
the market, leading to a run on sterling, 
subsequent intervention by the Bank of 
England and the appointment of a new 
Prime Minister. However, one particular 
announcement received cautious support: 
the intention to scrap Solvency II as part 
of an ambitious deregulatory package to 
unleash the potential of the UK financial 
services sector. 

By replacing Solvency II and changing the 
capital and balance sheet requirements, as 
well as reducing some of the operational 
and governance burdens, it was expected 
that a ‘tailor-made’ replacement would 
facilitate insurers investing more of their 
assets in domestic infrastructure projects 
and promising businesses. 

The details on the planned reform 
and scrapping of Solvency II were not 
published by the UK Government at the 
time, but proposed changes had been 
released earlier in 2022 - in particular 
via a consultation exercise. 

As part of the Autumn statement, the 
current Chancellor Jeremy Hunt provided 
the Treasury’s formal response to the 
Solvency II consultation exercise around 
the four main areas considered:

1.  changing the calculation of the risk 
margin including reducing its level 
by around 60-70% for long-term 
life business;  

2.  reforming the fundamental spread of 
the matching adjustment; 

3.  facilitating the provision of long-term 
productive investment by making it 
easier to include a wider range of assets 
in matching adjustment portfolios;

4.  reforming reporting and administrative 
requirements to ease current burdens.

There was general support for most of 
the UK Government’s proposals around 
the four areas above and hence these are 
being taken forwards (e.g. the reduction 
in the risk margin). 

The main area of contention between 
the Government and industry has been 
around the Matching Adjustment – both 
the level of the fundamental spread 
underlying its calculation and its sensitivity 
to shorter term conditions and hence 
volatility. Industry commentators had 

stated that overall impact of the changes 
to the Matching Adjustment would more 
than offset in practice the reduction in 
the risk margin for affected life insurers, 
leading to a net increase in the level of 
capital required, and apparently negating 
the objective to facilitate the provision 
of additional long-term productive 
investment. 

The Government has taken on board 
the strong feedback and challenge to 
its proposed parameterisation of the 
Matching Adjustment and will now be 
retaining the current structure – with 
the exception that there will be more 
granularity in the credit ratings applied 
(i.e. notches within credit ratings). In 
addition, the Government will be further 
relaxing (more than previously proposed) 
some of the asset eligibility requirements 
for Matching Adjustment portfolios to 
allow the inclusion of assets with highly 
predictable cashflows, subject to certain 
safeguards being put in place. 

What does it mean for insurers?
It is positive to now have greater clarity around the direction of the Solvency II 
reforms and the industry (e.g. the ABI – Association of British Insurers – and 
some of the larger life insurers) have reacted positively to conformation that 
changes to the less contentious areas will be progressed, and importantly that 
the government has recognised that the changes to the Matching Adjustment 
fundamental spread were not consistent with the objectives for the review. 
In general, the overall package now seems more aligned with the objective to 
support long-term productive investment – in particular within the UK economy 
– which should be positive for the UK insurance industry as well as politically for 
the UK Government.  

This latest update now gives UK insurers the platform to more specifically 
consider how the changes will impact them directly and take action accordingly. 
The UK Government is now starting the process of implementing these changes 
via legislation and working with the Prudential Regulatory Authority. 
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2. Increasing 
concentration risks in 
UK life insurance and the 
Prudent Person Principle –
speech by PRA 
• The Prudent Person Principle should 

be proactively applied by insurers to 
consider broader risks they are facing 
and those developing into systematic 
risks. Specifically risks resulting from 
modelling private market assets and 
concentration to select counterparties. 

On 20 September 2022, Charlotte 
Gerken of the Prudential Regulation 
Authority (PRA) gave a speech titled: 
‘Who’s concentrating? Trends in the 
life insurance sector and the need for 
strong reinsurance and investment 
risk management’. 

The speech applied a prudential 
regulatory perspective to trends within 
the UK life insurance sector and focused 
on two main areas: 

I. The continued high level of 
longevity reinsurance and the 
emergence of more complex so-
called ‘funded reinsurance’

II. The growth of private credit and 
illiquid assets.

The PRA was broadly supportive of 
UK life insurers utilising both of these 
areas (subject to appropriate risk 
management processes being in place). 
However, it expressed concerns around 
concentration of risks that could occur 
if these were used excessively leading to 
undesired exposures for both individual 
insurers as well as more systemic risks. 

For concentration risks in Private Credit 
and Illiquid Assets, two main aspects 
were identified relating to model risk:

A.  Valuation uncertainty, specifically 
the risk that the asset values 
are overstated based on their 
mark-to-model values.

B.  Credit rating uncertainty, as 
private assets are typically not 
publicly rated. An example was 
provided of 40% of the credit 
risk assets in insurers’ Matching 
Adjustment portfolios being only 
internally rated as at YE2020. 
There was acknowledgement that 
was an implicit reliance on the 
rating to capture all of the retained 
risks of any asset – another form of 
concentration risk. This was being 
considered as part of the overall 
Matching Adjustment review. 

Gerken noted that the Prudent Person 
Principle (PPP) was one mechanism 
to help manage concentration risks 
in reinsurance and private assets. 
The PRA has been working with 
insurers to integrate the PPP and was 
expecting insurers to provide evidence 
that they are adequately addressing 
concentration risks beyond just 
quantitative techniques with qualitative 
considerations also being taken into 
account. It was stated that successful 
embedding of the PPP should act as 
the appropriate brake, and avoid the 
need for supervisory intervention

What does it mean for 
insurers?
Insurers should be prepared for 
increased engagement on the 
PPP as part the PRA’s regular 
supervisory activity. This is 
particularly the case for larger life 
insurers writing annuity business 
given the specific concerns 
expressed in this speech. 

The PRA is acutely aware of 
the developing concentration 
risks in model risks, asset and 
counterparty exposures. The 
PRA considers the application of 
the PPP as a mitigating factor to 
these risks – with the intention 
of avoiding the need for formal 
supervisory intervention. 

Insurers should proactively 
consider their allocation to private 
credit and illiquid assets and the 
models used for these assets. 
They should ensure that they 
are not reliant on public markets 
performance as a proxy for 
performance of private market 
assets, to reduce the reliance 
on credit ratings as the only risk 
measure, and that there are more 
qualitative factors considered 
as part of risk management 
frameworks to appropriately 
meet the PRA’s expectations for 
the PPP requirements. 
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3. PRA Discussion 
paper on its approach 
to policy and anticipated 
reform as part of the 
Financial Services and 
Markets (FSM) Bill 
• The implementation of the FSM Bill will 

introduce a new additional secondary 
objective for the PRA - to facilitate, 
subject to alignment with international 
standards, the international 
competitiveness of the UK economy 
and its growth in the medium to long-
term. To support this new objective 
and the PRA’s ambitions, the PRA 
intends to implement some reforms to 
make it a more accessible policymaker. 

The Future Regulatory Framework 
(FRF) Review instigated by the UK 
Government has been considering how 
the regulatory framework for financial 
services in the UK should operate in a 
post-Brexit world. The outcomes of 
this review will be implemented through 
the Financial Services and Markets 
Bill (FSM Bill) which will facilitate the 
repeal of retained EU laws and give 
new responsibilities to the PRA. 

The PRA’s existing objectives will 
remain, grouped across primary 
and secondary objectives

• Primary: promoting the safety 
and soundness of PRA-authorised 
persons; and securing of an 
appropriate degree of protection 
for policyholders (the latter is an 
insurance specific objective);

• Secondary: facilitate effective 
competition in the markets for 
services provided by the firms 
that the PRA supervise.

However, a new additional secondary 
objective for the PRA will be introduced: 
to facilitate the international 
competitiveness of the UK economy and 
its growth in the medium to long-term. 
Specific examples were provided of how 
it intended to do this through facilitating 
economic activity in the medium to 
long-term (rather than a shorter term 
focus that might create instability and 
a higher change of a financial crisis); 
supporting the allocation of capital and 
savings to productive investments within 

the economy; and facilitating financial 
services companies in the UK to become 
more efficient and seek innovative ways 
to win business not only domestically, 
but also abroad. In addition, it is intended 
that the FSM Bill will now formally 
require the PRA to have regard to the 
UK government’s 2050 net-zero target.

In light of this new objective, and to 
support the overall restructuring of 
its regulatory framework, the PRA 
published a discussion paper to outline 
its future approach to policy setting. 

The PRA outlined various key areas of 
intended  reform, all with the intention 
of addressing the currently fragmented 
policy landscape through centralising 
and reorganising policies to make 
them more accessible, streamlining 
policy documents, adopting a coherent 
approach and clearly identifying the 
purpose and intention of policies. 

The PRA has invited feedback on the 
discussion paper by 8 December. After 
analysing responses, it will publish a 
consultation paper, followed by a final 
publication on the policy approach. The 
repeal and replacement of the existing 
complex policy framework is expected 
to take place over a number of years.

What does it mean for insurers?
The streamlining of the overall policy framework and efforts made to make it 
more accessible should help UK insurers in being able to implement the new 
post-Brexit regulatory regime and operate under this on an ongoing basis.  

The additional secondary objective for the PRA is likely to have high relevance 
for insurers across different areas. Facilitating growth in the UK economy 
through productive investments is expected to align with areas such as the 
review of the Matching Adjustment where any release of capital is stated to 
be targeted towards such productive and sustainable assets. Also, the desire 
to support the further exporting of insurance activities outside of the UK is 
likely to place limits in practice around how much the post-Brexit UK insurance 
regime can diverge from Solvency II, and in particular any lowering of prudential 
standards is unlikely to be consistent with this objective.

In addition, the explicit incorporation of the UK Government’s net zero 2050 
objective is likely to mean the PRA will be paying even closer attention to how 
the UK insurance industry can play its role in supporting this.

DP4/22 – The Prudential Regulation Authority’s future approach to policy | 
Bank of England.
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4. Thematic 
feedback on the 
PRA’s supervision of 
climate-related financial 
risk and the Bank of 
England’s Climate Biennial 
Exploratory Scenario 
(CBES) exercise
• The PRA issued a ‘Dear CEO’ letter 

dated 21 October 2022 providing 
feedback on its experiences from its 
supervisory activities as well as the 
recent CBES exercise.  

The letter was a follow up to Supervisory 
Statement (SS) 3/19, which set out 
the PRA’s supervisory expectations 
for firms’ management of climate-
related financial risks and a follow-on 
letter in July 2020 which stated that 
by the end of 2021, firms should have 
fully embedded their approaches to 
managing climate risks. In 2022, the 
PRA has been actively supervising 
insurers relative to these expectations. 

The October 2022 letter provides 
a summary of capabilities which 
it expected insurer to be able to 
demonstrate by now, set out thematic 
observations on firms’ levels of 
embeddedness, and provided examples 
of effective practices identified. 
The content was based on the PRA’s 
supervisory experiences, its thematic 
climate work, and the findings from the 
Bank’s Climate Biennial Exploratory 
Scenario (CBES) exercise published 
in 2022. 

The main conclusions from this were:

• Overall, the PRA noted that insurers 
had taken material steps to implement 
its expectations. Governance of climate 
risks has advanced in most firms and 
there was a general improvement in 
risk management practices.

• The letter set out the PRA’s 
expectations around Governance, Risk 
Management, Scenario Analysis and 
Data. The PRA expected insurers to 
now be able to demonstrate how they 
were responding to its expectations, 
set out steps to address any gaps 
and enhance approaches as industry 

What does it mean for insurers?
Climate risk management understandably remains high up the PRA agenda and 
indeed for insurance regulators globally, and we expect insurers will continue to 
allocate a high amount of governance time to this.

The PRA will continue to assess insurers’ compliance with their climate risk 
expectations through regular supervisory engagements and reviews, and 
insurers should be prepared for this. It is particularly important for insurers’ 
governance frameworks to demonstrate appropriate oversight and control of 
the climate risks, with robust roadmaps in place if there are any material gaps.

Letter from Sam Woods... | Bank of England.

practice develops and new data and 
tools become available. 

• The PRA was aware of the need to be 
proportionate, particularly for smaller 
firms. However, where a firm has not 
taken action to embed any element of 
its expectations, it should be able to 
justify this.

• It was still considering the linkage 
between climate and regulatory 
capital, building on the Bank of 
England conference in October 2022.

• The PRA expected insurers to further 
enhance their climate-related data 
and modelling capabilities, governance 
and controls, and market disclosures 
over time.

• Areas of concern where insurers were 
generally not reflecting expectations: 

 o  Scenario analysis - capabilities 

were not sufficiently well 
developed to support effective 
decision-making with constraints 
around data.

 o  Risk management - in general, the 
PRA found that firms had made 
progress on risk management, 
but there were significant 
variations in the maturity of 
processes and further work 
was required by all firms.

 o  Disclosures - many firms which did 
not disclose material climate risks 
provided no information to indicate 
why these were considered to 
be immaterial.

 o  Data - all firms were in need 
of more robust, standardised 
climate-related data of 
sufficient coverage.
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What does it mean for insurers?
Inflation risk remains one of the highest priority risks across non-life insurers’ 
balance sheets through the link to claims inflation and the direct and indirect 
impact on asset valuations and returns. 

The feedback from the PRA has been that not enough of the non-life insurers 
it regulates are undertaking sufficiently robust and holistic scenario analysis 
around inflation risks and insurers should therefore look to review and if 
necessary, upgrade current frameworks. In addition, the PRA referenced 
investment strategies as being one of the key tools available for managing 
this and insurers should therefore review whether their overall ALM (Asset 
Liability Management) approach, particularly regarding inflation risks, 
remains appropriate or whether new asset classes or implementation 
approaches are needed. 

Letter from Nylesh Shah ‘Insights from PRA thematic review on general 
insurance reserving and capital modelling’ | Bank of England

5. Insights from 
PRA thematic review 
on general insurance 
reserving and capital 
modelling – claims inflation 
impact
• The PRA issued a letter dated 20 

October 2022 to Chief Actuaries of 
general insurance firms and Lloyd’s 
Managing Agents regulated by the 
PRA on the insights from the recent 
thematic review across the general 
insurance sector focusing on the 
effect of claims inflation on general 
insurance claims. 

The review identified how claims 
inflation differed by line of business and 
geography and noted the uncertainty 
in the severity and duration of claims 
inflation expected, and that there may 
also be a lag before it materialises. This 
has given rise to additional uncertainty 
around future claim settlement costs 
which will need to be considered in 
business planning, reserving and 
risk management.

Of particular relevance for the investment 
side of the balance sheet was:

• The feedback that not enough insurers 
were considering claims inflation risk 
holistically across both liabilities and 
assets when undertaking scenario 
analysis and stress testing.

• The letter referenced an insurer’s 
investment strategy as being a 
key risk management tool to help 
mitigate the overall exposure to 
claims inflation uncertainty.

Quarterly insurance update Q4 2022 RLAM 9

https://www.bankofengland.co.uk/prudential-regulation/letter/2022/october/insights-from-thematic-review
https://www.bankofengland.co.uk/prudential-regulation/letter/2022/october/insights-from-thematic-review


6. FCA proposes 
new rules to tackle 
greenwashing
• In a bid to clamp down on 

greenwashing, the FCA is proposing 
a package of new measures including 
investment product sustainability 
labels and restrictions on how terms 
like ‘ESG’, ‘green’ or ‘sustainable’ 
can be used.

The Financial Conduct Authority (FCA) 
issued a consultation paper on 25 
October 2022 to propose new rules to 
help investors navigate ‘an increasingly 
complex investment product landscape, 
protect them from greenwashing, and 
rebuild trust’.  The proposals build 
on the previous Discussion Paper on 
Sustainability Disclosure Requirements 
and investment labels and are part of 
the delivery of the UK Government’s 
Roadmap to Sustainable Investing, 
published in October 2021.

As part of the new framework, the FCA 
is proposing to introduce:

• Sustainable investment product labels 
with three categories - ‘sustainable 
focus’, ‘sustainable improvers’ and 
‘sustainable impact’ – underpinned 
by objective criteria. 

• Restrictions on how certain 
sustainability-related terms – such 
as ‘ESG’, ‘green’ or ‘sustainable’ 
– can be used in product names. 
It also proposes a more general 
anti-greenwashing rule covering 
all regulated firms. 

What does it mean for insurers?
Insurers have two potential roles in interacting with the new requirements: 
1) as a ‘consumer’ of the new framework and 2) as a ‘producer’ of the labels 
and disclosures where providing the investment funds. 

From a ‘consumer’ perspective, it is positive that the FCA is further looking to 
address concerns of greenwashing and enhance sustainability disclosures to 
improve investment practices, and the reporting of risk management and wider 
disclosures around sustainability risks. 

From a ‘producer’ perspective, it is important affected insurers fully 
understand the new requirements, particularly given the recent negative 
publicity around greenwashing.

The proposals have sought, where possible, to achieve coherence with other 
regimes – notably the Sustainable Finance Disclosure Regulation (SFDR) in the 
EU and proposals by the SEC in the United States. However, the proposals do 
diverge materially from these in a number of areas – for example the labelling 
categories used and with the main focus of the SDR being around labelling 
rather than disclosure as occurs for the SFDR. For insurers providing products 
in both the UK and EU, compliance with both will therefore add to complexity.

It is proposed that the labelling, naming and marketing and initial disclosure 
requirements would not come into effect until at least 30 June 2024 allowing 
for consultation feedback, the publishing of the final review and preparation 
time for affected parties. However, we recommend that for ‘producers’ in 
particular, preparation for the new framework should start as soon as possible 
if not already started.

• Disclosures to help consumers 
understand the key sustainability-
related features of an investment 
product. 

• More detailed disclosures, suitable 
for institutional investors or retail 
investors that want to know more. This 
includes sustainability-related features 
of investment products, ongoing 
sustainability related performance 
information and a sustainability 
entity report.

• Requirements for distributors of 
products to ensure that the labels and 
disclosures are accessible and clear.

The FCA asks for comments on the 
consultation paper by 25 January 2023. 
It will then set out final rules by the 
end of the first half of 2023. Further 
consultations are expected – including 
to expand the scope of the regime to 
overseas and pension products.
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1. EIOPA publishes 
application guidance on 
how to reflect climate 
change in ORSA
On 2 August 2022, EIOPA published 
its guidance on how to reflect climate 
change in ORSA. The publication 
follows a public consultation (issued 
10 Dec 2021) on the topic as well as 
a pilot exercise in which stakeholders 
were invited to participate. Given 
that all insurers will be impacted by 
climate change risks in some way or 
another, whether from a physical and/
or transitions perspective, EIOPA has 
championed the need to incorporate 
and include these risks within insurers 
overall risk management frameworks. 

The key takeaways from the guidance 
were:

 – EIOPA created ‘dummy’ life and non-
life companies to make the guidance 
more relevant and helpful when 
assessing exposure to climate  
change risk.

 – The paper suggests best practice 
is to address climate change risk in 
multiple areas of the ORSA including 
vision and strategy, risk appetite and 
risk profile, scenario analysis, and 
management actions. In addition, 
references should be made to any 
analysis and impact of climate risk 
in previous years.

 – It will be important to assess the 
materiality of climate risks to help 
prioritise this and dictate the level 
of detail included in the ORSA.

 – Time horizon: insurers should assess 
the long-term risk of change climate 
in scenario analysis i.e. longer then 
currently considered (1-5yrs or 
not specified)

 – Scenarios: insurers are expected 
to consider two long term climate 
scenarios:

 o a climate change risk scenario 
where the global temperature 
increase remains below 2°C, 
preferably no more than 1.5°C, in 
line with the EU commitments; and

 o a climate change risk scenario 
where the global temperature 
increase exceeds 2°C

 – Metrics for evaluation: to assess the 
impact of a scenario, depending on 
the type of risks that are evaluated 
(physical, transition or both), a set of 
indicators based on key figures are 
considered across different areas of 
the business including balance sheet 
measures, profitability, technical 
results and direct impacts. 

EIOPA noted a number of considerations 
and challenges for insurers undertaking 
this analysis: 

 o Granularity: ideally, climate 
change analysis should be 
performed with a high level 
of granularity. 

 o Availability of tools and the ‘right’ 
tools: although tools / data are 
available, there remain challenges 
accessing the right tools / data 
depending on insurers’ specific 
requirements.

 o Predefined parameters versus 
own parameters: pre-defined 
scenarios might not always be 
relevant for an individual insurer’s 
exposure. Developing scenarios 
based on own parameters could be 
more challenging but would also 
ensure that the scenarios are a 
better fit for purpose.

What does this mean for 
insurers?
Given the prominence of climate 
risks within both the insurance 
industry plus wider society, robust 
scenario analysis within an insurer’s 
ORSA will be a key requirement to 
demonstrate that it is recognising 
this risk and managing it 
appropriately. Currently, only a 
small minority of insurers assess 
climate change risk using scenario 
analysis in the ORSA but this is 
expected to increase materially 
going forwards. 

The guidance from EIOPA will 
be helpful to insurers as they 
build out their frameworks for 
undertaking climate risk scenario 
analysis, but challenges around 
data, tools, methodologies 
and the parameterisation of 
the scenarios will remain and 
require careful attention. 
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2. EIOPA tracks 
progress on Solvency II 
data quality
On 6 September, EIOPA published 
its report on data quality in Solvency 
II reporting. In this, it noted the 
importance of high-quality data stating, 
“Reliable data is the basis for successful 
data-driven supervision, evidence-based 
decision making and micro- and macro-
prudential analysis”. 

The report outlined the improvements 
made in data quality since Solvency II 
reporting was introduced in 2016. More 
than 130,000 individual and granular 
submissions were received by EIOPA. 
The main findings from the analysis are 
summarised below:

 – The quality of Solvency II reporting 
has significantly improved over the 
years with the completeness and 
timeliness of the reporting to EIOPA 
having increased since the beginning 
of Solvency II in 2016.

 – Data collated over the years 
has supported a wide range of 
analysis both at EIOPA and national 
supervisory authorities’ level.

 – A key area for data quality 
assessment is around the reporting 
of investments. To support this, 
EIOPA had undertaken various 
reconciliation checks with other data 
sources (e.g. the Central Securities 
Data Base (CSDB)). This revealed 
the overall trend being positive, 
signalling an increased quality in 
investments reporting.

 – EIOPA highlighted the importance of 
efforts to continuously enhance and 
improve data quality going forwards.

What does this mean for insurers?
The Solvency II reporting requirements have provided various challenges 
for insurers across Europe, particularly for investments with line-by-line 
data needed for each security and an extensive number of data fields needing 
to be completed. It is positive to hear from EIOPA that insurers have been 
successfully upgrading their systems and processes to be able to better 
deliver the reporting in line with its requirements.  

Unsurprisingly, EIOPA is committed to further improving the quality of data it 
receives via Solvency II reporting and will continue to monitor the evolution of 
these indicators. For insurers it is a case of staying abreast of developments as 
further data quality improvements are expected in the future as EIOPA and its 
members continue to refine their techniques and develop new tools.
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3. Solvency II review: 
main aims, topics 
for negotiation and 
remaining challenges
On 8 September 2022, EIOPA 
contributed to an article in Eurofi 
Magazine titled: Solvency II review: 
main aims, topics for negotiation and 
remaining challenges. The article stated 
EIOPA as being happy with the progress 
of the review and that it broadly followed 
EIOPA’s proposals. However, there was 
one area that was flagged as a concern, 
the proposed relaxation in the valuations 
of liabilities and capital requirements 
that had the potential to weaken 
policyholder protection. Specific 
areas identified around this included:

 – Extrapolation of liabilities – EIOPA 
noted the importance of this to 
make liabilities realistic and improve 
incentives to risk management. 

 – Risk Margin: EIOPA was supportive 
of reducing the level and volatility 
of this, but noted that calibration 
should remain prudent, with too high 
a decrease being unjustified and 
harming policyholder protection.

 – Volatility Adjustment: EIOPA’s 
proposed revisions to this had 
adopted a consistent set of measures 
to enhance its efficiency as a 
countercyclical adjustment.

In addition, it was noted that there was 
an argument for Solvency II to address 
sustainability considerations more 
explicitly including through climate 
risk assessment in the ORSA.

What does this mean for insurers?
The article reveals that the revisions to the Solvency II framework are inching 
towards a conclusion albeit with some areas still being debated by EIOPA 
and the European Commission – specifically around liability extrapolation, 
the Risk Margin and Volatility Adjustment. Insurers should be planning for 
implementation of these changes and also understand what the differences in 
approach between EIOPA and the Commission would mean for their balance 
sheets – particularly for insurers with longer term business exposures.  

The comment around more explicit recognition of sustainability criteria was 
interesting and insurers should be prepared for further requirements around 
being able to report and analyse these risks with the potential for differentiated 
capital requirements still on the table.
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Insurance investment themes

1. Transitions 
Most insurers are now under increasing 
pressure from various stakeholders 
to at least explore taking a more 
sustainable approach towards their 
investments. However, there is also 
generally the objective to preserve the 
return potential from the portfolio – 
particularly given the current market 
environment – whilst efficiently 
facilitating longer-term sustainability 
objectives. In practice, there are 
various ways in which insurers are 
currently achieving this in the short 
term (for example by reducing / 
removing / avoiding high polluters from 
portfolios where there is no credible 
decarbonisation plan), but we believe 
there also needs to be a more long-term 
focus to truly facilitate the transition to 
towards a more sustainable economy 
and society. To achieve this, investors 
will need to look beyond investments 
they may otherwise look to avoid from a 

shorter-term sustainability perspective 
– such as issuers in the materials sector 
which contribute to high GHG emissions 
– by adopting a Transitions approach.

What do we mean by 
Transitions?
We define a ‘Transitions’ approach 
as meeting the needs of today without 
compromising the ability of future 
generations to meet their needs. We 
believe that climate change currently 
presents the greatest challenge to 
global sustainability, as it has the 
potential to destroy future generations’ 
ability to meet their own needs, but 
other sustainability goals also fall 
within this framework.

Our approach to facilitating a 
sustainability focussed Transition within 
Global Equities uses themes in line 
with the United Nations Sustainable 
Development Goals (SDGs), with each 
holding making a material contribution 

to specific themes: Climate Stability, 
Natural Capital Preservation, Health 
& Wellbeing, Equality of Opportunity 
(see Figure 1)

We allocate only to companies who we 
believe are supporting a sustainable 
transition through either being 
‘improvers’ or ‘enablers’ (or both) of the 
transition, to make the most material 
impact. Given the challenge of climate 
change, Climate Stability is the most 
material of these themes from a financial 
and sustainable transition perspective.

Climate Stability ‘improvers’ will 
typically have high current GHG 
emissions, but if they are willing and 
able to transition to net zero, it can 
make a large contribution to overall 
decarbonisation objectives. Investor-
led engagement on specific transition 
topics can also help hold management 
to account and ultimately promotes 
better outcomes. 

Source: RLAM. For illustrative purposes only.

Figure 1: Transition themes

Associated UN SDG

S
us

ta
in

ab
le

 T
ra

ns
it

io
n 

th
em

e 
/ ‘

E
’ /

 ‘S
’

Climate Stability
Environmental

Natural Capital Preservation
Environmental

Health & Wellbeing
Social 

Equality of Opportunity
Social 

Quarterly insurance update Q4 2022 RLAM 14



Implementation of a 
sustainability focussed 
Transition within Global 
Equities
Our starting point for developing 
a Transitions approach within 
global equities has been to use 
our longstanding and successful 
framework. This uses a fundamental 
bottom-up stock-selection approach 
driving efficiency and insights from 
our proprietary application of our 
Corporate Life Cycle concept to 
identify companies globally with:

1.  Superior shareholder wealth creation 
(measures of forward-looking quality) 
and

2. Attractive valuations.

Differentiated stock ideas are combined 
in balanced portfolios, diversified across 
the Corporate Life Cycle (see Figure 
2), which exhibit low style/factor risk. 
Our approach has driven long-term 
outperformance across a range of 
client implementations and market 
environments, from high conviction 
to lower tracking error funds.

We believe that our established 
investment process, starting with 
shareholder wealth creation and 
investing across the Corporate Life 
Cycle, results in a differentiated 
solution. We apply an overlay within our 
framework to align with the transition 
approach described previously, but 
still targeting the delivery of superior 
risk-adjusted returns. Adopting this 
approach means that we still invest 
in companies across the Life Cycle 
that meet our sustainability criteria 
to provide diversification, with 
‘improvers’ tending to fall within the later 
stages of the Life Cycle and ‘enablers’ at 
the earlier stages. 

The Transitions strategy results in a 
high conviction 40-60 stock portfolio, 
targeting 2.5% gross outperformance 
p.a., in a balanced portfolio with low 
style risk and high stock specific 
(idiosyncratic) risk.

Source: RLAM. For illustrative purposes only.

CompoundingAccelerating Slowing &  
maturing

Mature Turnaround

Required 
return

Economic 
return on 

productive 
capital

Figure 2. Corporate Life Cycle concept

Source: RLAM, Nemetschek. Image and data from Nemetschek ‘IR Presentation 
September 2020.’ 

Example - enabling key 
sustainable opportunities 
within construction
Buildings and construction are 
responsible for 40% of energy-related 
CO2 emissions with 35% of all waste 
in the EU coming from construction 

and demolition. Under the theme 
Climate Stability, Nemetschek Group 
is an interesting case study which we 
define as an ‘enabler’. Nemetschek – 
a forerunner of digital transformation 
in the Architecture, Engineering, 
Construction and Operations 
industry covering the entire life cycle 

Figure 3. Climate stability – ‘Enabler’ example - Nemetschek Group

•  Buildings & construction 40% of 
energy-related CO2 emissions

•  Construction & demolition 35% of all 
waste in EU

•  Significant and growing regulatory 
pressures

•  Nemetschek’s complete life cycle 
software offering an effective solution
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of construction and infrastructure 
projects – offers effective solutions 
and innovation to help solve climate 
challenges. Their solutions ensure 
customers can plan, build and manage 
buildings and infrastructure projects 
more efficiently and sustainably while 
minimizing their own environmental 
impact (see Figure 3).

Benefiting from a longer-
term transition:
Our Transitions approach aims to 
deliver longer term sustainability whilst 
preserving superior returns. Our 
portfolio construction is differentiated 
relative to many other sustainability 
solutions, as most ‘improvers’ in 
sustainability are in the ‘Value’ Mature/
Turnaround stages of the Life Cycle, 
and many managers who avoid these 
types of businesses tend to exhibit 
a ‘Growth’ style bias. 

We see our solution to consider 
greening the world rather than 
portfolios – in particular choosing to 
focus on change rather than the current 
level. We don’t simply avoid companies 
where sustainability transition can drive 
meaningful change. This is especially 
true in climate transition, where we 
think it is essential for current high GHG 
emitters to transition effectively to net 
zero, and investors need to support 
companies to achieve this rather than 
avoiding them entirely and transferring 
the problem elsewhere.
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2. Investment opportunities 
in a changed market 
Even by recent standards, 2022 has 
been a year of extreme challenge for 
investment markets and asset owners, 
with the Ukraine conflict exacerbating 
the increased inflation and interest rate 
expectations that had already been 
emerging as a result of the Covid crisis 
and the monetary, fiscal, social and 
political measures that had been taken. 

Inflation has continued to surprise to 
the upside across developed markets. 
The consensus view implied by bond and 
equity markets is that the aggressive 
policies of central banks rising rates to 
slow the economy and reduce inflationary 
pressures will most likely cause a 
recession.  Higher rates on corporate 
loans and overdrafts cause companies 
to pay more in interest payments and 
encourage them to reduce any debt piles 
ahead of investing in growth projects. 
Whatever the mechanism, rising rates 
will slow demand and given the magnitude 
of rate rises and impacts of inflation 
already on consumers and companies, 
economists are finding it hard to see how 
a recession will not occur. 

Recent political events have impacted 
particularly on UK assets. After Boris 
Johnson was forced out, economic 
policy stalled over a summer of 
internal elections that resulted in the 
appointment of Liz Truss as Prime 
Minister, swiftly followed by a disastrous 
economic policy unveiling that led to gilts 
and sterling falling sharply, followed 
by her resignation. The incumbent 
Conservative party has already 
appointed Rishi Sunak as the new Prime 
Minister. Given his previous experience 
as Chancellor, as well as comments 
criticising Truss’s fiscal policies over 
the summer’s leadership campaign, he 
is seen as a ‘safe pair of hands’ for now. 
Sunak as PM, and keeping Jeremy Hunt 
as Chancellor, is therefore arguably 
somewhat of a short-cut to (at least 
partly) restoring institutional credibility. 
All of that may give some leeway to, for 
example, backload some of the required 
fiscal consolidation measures. 

*Barclays Aggregate Corporates USD Hedged Return

As a result, gilts and sterling have 
recovered some of September’s losses 
while the market waits to see whether 
Sunak can follow through with a credible 
set of fiscal measures given the hole in 
the fiscal finances that has opened up. 
However, it is worth noting that almost 
whatever course of action is taken, it 
looks like gilt supply will rise to levels 
not seen for over a decade. Although 
markets know that there are more rate 
rises to come and increased supply, 
we do not feel this is fully reflected in 
UK yields at present.

The increases in inflation and the market 
discount rate have had a profound 
impact on valuations of nearly all 
asset classes – even the staple and 
typically conservative investment grade 
corporate and government bond assets 
held by most insurers have not been 
immune from this. The chart below 
summarises the changes in yields and 
spreads that have occurred for certain 
benchmark indices over 2022 to date. 
These yield movements have of course 
had a major impact on returns - for 
example, since the start of 2022 to 
27 October 2022, global investment 
grade corporate bonds returns have 
been nearly -17%*.

The markets are still moving quickly, and 
the relative attractiveness of different 
asset class will change as the volatility 
unfolds and through governmental and 
central bank actions, as well as the 
reactions of companies, economies 
and investors. However, we believe that 
the now significantly higher interest 
rate, yield and spread environment can 
present opportunities for those insurers 
who can be more dynamic with their 
investment portfolios and have the risk 
budget to facilitate this.
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What opportunities can the current environment present?
Given where markets have now moved to, we view there as being certain asset classes, and sectors within asset classes, that may 
present attractive valuation opportunities currently. We have identified three main areas below that insurers may wish to consider 
adding exposures to:

Whilst there is considerable uncertainty 
about the outlook for the rest of the year 
with highly stressed and volatile periods 
for insurers on the asset side, there 
does present potential opportunities 
now available with repricing of many 
assets. Whilst it would be foolish to 
suggest a lasting calm after the storm, 
insurers who can be more dynamic may 
be able to react to and benefit from the 
material repricing of assets that have 
occurred following events over 2022.

Investment risks 
Past performance is not a guide to 
future performance. The value of 
investments and the income from them 
may go down as well as up and is not 
guaranteed. Investors may not get 
back the amount invested.

Concentration risk: The price of 
strategies that invest in a reduced 
number of holdings, sectors, or 

geographical areas may be more heavily 
affected by events that influence the 
stockmarket and therefore more volatile.

EPM Techniques: The strategy may 
engage in EPM techniques including 
holdings of derivative instruments. 
Whilst intended to reduce risk, the use 
of these instruments may expose the 
strategy to increased price volatility.

Exchange Rate Risk: Changes in 
currency exchange rates may affect 
the value of your investment.

Liquidity Risk: In difficult market 
conditions the value of certain fund 
investments may be difficult to value 
and harder to sell, or sell at a fair price, 
resulting in unpredictable falls in the 
value of your holding.

Emerging Markets Risk: Investing in 
Emerging Markets may provide the 
potential for greater rewards but carries 
greater risk due to the possibility of 

high volatility, low liquidity, currency 
fluctuations, the adverse effect of social, 
political and economic instability, weak 
supervisory structures and accounting 
standards.

Counterparty Risk: The insolvency of 
any institutions providing services such 
as safekeeping of assets or acting as 
counterparty to derivatives or other 
instruments, may expose the strategy 
to financial loss.

Responsible Investment Style Risk: 
The strategy can only invest in holdings 
that demonstrate compliance with 
certain sustainable indicators or 
ESG characteristics. This reduces 
the number securities in which the 
strategy can invest and there may 
as a result be occasions where it 
forgoes more strongly performing 
investment opportunities, potentially 
underperforming non-sustainable 
strategies.

 1. Investment Grade Credit • Credit spreads this year have taken valuations to very attractive levels, on both 
a relative basis compared to government bonds and in absolute terms.

• Credit spreads discount a significant portion of bad news, and investors are 
being paid well to take credit over government bond risk.

• Investment grade credit is arguably at its most compelling level for nearly 10 
years, particularly if inflation starts to fall – with spreads on both sterling and 
euro investment grade bonds ending September at roughly double the levels seen 
at the start of the year.

2. High Yield • The high yield market is now pricing in a severe recession, and we believe therefore 
potentially offers excellent value.

• With spreads at over 619bps at the end of September, the implied five-year 
cumulative default rate is 31%.

• The all-time high default rate was 41% in the long and deep depression of the 1930s. 
So, while defaults are currently at record lows, the high yield market is discounting 
a major recession and commensurate level of defaults.

3. Selective sectors within 
Equities – Cyclical Stocks

• Our Global Equity team observes that many cyclical stocks in global equity markets 
appear to be pricing in a recession – so even if one were to occur, the relative 
downside in these stocks from this juncture might not be as bad a people fear.

• Counter-intuitively as the recession unfolds it might be a good time to be buying 
cyclical stocks. Put another way there is a difference between what happens in the 
economy and what you might want to do with your investments as it always depends 
on the price of what you are buying and selling.
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Appendix

Fixed income Index used Returns quoted

UK Gilts FTSE Actuaries UK Conventional Gilts 
(All Stocks) Index

GBP Unhedged

Euro treasuries Bloomberg Barclays Euro Treasury 
Index

GBP Hedged

US treasuries Bloomberg Barclays US Treasury Index GBP Hedged

UK IG corporates iBoxx Sterling Corporates Index GBP Unhedged

Global IG corporates Bloomberg Barclays Global Aggregate 
Corporate Index

GBP Hedged

EMD JPM GBI-EM Global Diversified Index GBP Hedged

Global high yield ICE BofA BB-B Global Non-Financial 
High Yield Constrained Index

GBP Hedged

Equities Index used Returns quoted

UK equities FTSE All Share Index GBP Unhedged

Global equities MSCI World Net Total Return GBP Index GBP Unhedged

EM equities MSCI Emerging Markets Net Total 
Return GBP Index

GBP Unhedged

Volatility Index used

Volatility Cboe Volatility Index (VIX)

Source: Bloomberg, HIS Markit
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