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Foreword

2022 was a challenging year for the global investment
community, with investors facing a plethora of headwinds
on anumber of fronts, including rising inflation, declining
asset prices, and heightened geopolitical tensions. And
insurance companies, as major institutional investors, were
by no means immune to these developments, prompting
many firms to revisit their investment strategies.

Against this backdrop, insurers are also looking to tackle

- and capitalise on - various industry-specific issues,
including risk-based capital obligations, IFRS 9 / 17, ESG /
net-zero integration, as well as delivering on their broader
digital transformation efforts.

In light of these developments, Quinlan & Associates

is proud to partner with abrdn to release our inaugural
APAC Insurance Investment Landscape, exploring the key
challenges and opportunities facing insurers’ investment
teams in the region.

Benjamin Quinlan
CEO & Managing Partner
Quinlan & Associates

APAC insurance investmentlandscape

We are pleased to present the findings of our 2023 APAC
Insurance Investment Landscape with consulting firm
Quinlan & Associates. The report offers insights into

how insurers in Asia Pacific are seeking to optimise their
investments and risk management against a backdrop of
major regulatory change.

Given our nearly 200-year history and heritage as an
insurer ourselves, before the firm transitioned into an
independent asset manager in 2018, we believe abrdn

is uniquely positioned as a partner to insurers. From
accounting standards to capital management and
regulatory reporting, we know that investing for insurers is
about more than just investing.

In anincreasingly complex operating environment, these
survey findings will help us to adapt our solutions to meet
Asianinsurers’ evolving needs. We trust you find our
insights useful.

Rene Buehlmann
CEO
abrdn Asia Pacific
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Executive summary

Survey methodology

In order to better understand the priorities
of - and challenges facing - APAC insurers
with respect to their investment strategies,
we surveyed 56 senior executives across 43
insurance companies covering 8 markets,
including Hong Kong, Singapore, Australia,
South Koreq, Thailand, Malaysia, Taiwan,
and Mainland China. Respondent profiles
consisted of both regional and local CEOs,
ClOs, CROs, Heads of Investment, Heads of
Risk, and various other department heads.

APAC insurance investmentlandscape




Executive summary

Key findings & recommendations

Our survey questions focused on 6 overarching topics related to insurers’ current and future investment strategies,
including: (1) regulatory adoption; (2) ESG / net-zero; (3) investment strategy; (4) hedging strategy; (5) investment-linked

product ("ILP") business; and (6) external partnerships.

1. Regulatory adoption

The implementation of IFRS 9 / 17 and RBC regulations
ranks at the top of APAC insurers’ priority lists. However,
most respondents said they were encountering difficulties
in adopting - and optimising their businesses for - these
regulations. We see considerable scope for insurers to
conduct scenario analysis in order to better understand
the implications of IFRS 9 / 17 on their existing financial
reporting practices, while addressing challenges
associated with RBC optimisation by developing a robust
optimisation framework and instituting appropriate
regulatory initiatives (e.g. matching adjustment)

2. ESG / net-zero

Regulatory expectations and reputational / branding
considerations play crucial roles in driving insurers' ESG

/ net-zero integration efforts. However, challenges
around data quality and converting ESG / net-zero
considerations into clear investment strategies remain
key implementation barriers. To address this, we believe
insurers must develop a proactive ESG data strategy from
the ground up while enhancing their end-to-end ESG
investment capabilities. This can be done either in-house
or by leveraging the capabilities of third-party ESG
specialists, making ESG a true point of strategic
differentiation for insurers who embrace it (vs. being a
‘regulatory box ticking” exercise for the rest)

3. Investment strategies

Most APAC insurers intend to increase their investment
allocations to private assets (e.g. private credit / equity)
and international markets in the coming years at the
expense of both public equities and digital assets.

In addition to engaging the expertise of specialised
nmanagers, we believe insurers' investment processes
will need to incorporate additional insurance-specific
considerations (e.g. RBC risk charge, liability matching,
asset classifications under IFRS 9, etc.) to deliver more
capital-efficient returns

APAC insurance investmentlandscape

4. Hedging strategies

Many insurers are struggling to implement effective
hedging strategies due to high costs and limited availability
of hedging instruments. Given the volatile market
environment, we believe there is greater scope for insurers
to further optimise their hedging strategies based on their
individual risk profiles, asset & liability positions, and internal
capabilities, including engaging external partners who are
capable of structuring highly tailored hedging solutions

5. Investment-linked product ("ILP")
business

ILPs remain a key focus area for many insurers. However,
there is a recognition by most respondents that designing
an appropriate advisory model and digitalising the ILP
value chain are needed in order to unlock the full
potential of ILPs. In addition to exploring the strategic,
operational, and financial business case for different ILP
advisory models, we believe APAC insurers will need to
invest considerable time and resources in upskilling their
agent workforce (i.e. both technical and soft-skill training)
to more effectively pitch ILPs to end customers, given the
importance of agents in driving product distribution in Asia

6. External partnerships

Given the various challenges facing APAC insurers, a
number of firms are outsourcing parts of their investment
operations to external partners, particularly ESG
integration, investment execution, and hedging, with key
selection criteria being a partners’ brand / reputation and
performance track record. We see scope for insurers to
more holistically review the business case for outsourcing
across their entire investrment value chain. We believe this
will be critical in allowing each firm to focus on delivering
its core value proposition(s) in-house, while addressing
potential roadblocks in a faster, more cost-efficient, and
scalable manner with external partners
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Section1

Survey overview

Respondent demographics

Summary
Amidst a backdrop of heightened geopolitical - We surveyed 56 senior executives across 43 insurance
turbulence, regulatory pressure, and macroeconomic companies covering 8 markets. Respondent profiles
uncertainty, the investment landscape is becoming consisted of:

increasingly challenging for industry participants to

navigate, including insurers 21 13 2 2

To this end, we sought to get a better understanding 21 C-suite 13 Heads of 22 other

of the priorities, challenges, and focus areas of executives, Departments, senior-
insurance companies in Asia Pacific ("APAC") in the including 5 including 5 Heads management
coming years via a detailed survey with senior ClOs, 6 CROs, | of Investmentsand | executives
insurance executives in the region and 5 CEOs 4 Heads of Risk

We surveyed 56 senior executives from 43 insurers across 8 jurisdictions in the APAC region,
with a focus on risk-/ investment-related executives

Respondent Profiles
Share of markets covered by respondents, %

Insurance companies

S
ﬂ;\ 43 } 43 insurance companies

across 8 jurisdictions in APAC
participated in the survey

Mainland China

South Korea

Taiwan
(

* Hong Kong
Thailand

i \ i

Professionals

|} "J*Malaysia

Within the 43 insurance
56 companies, 56 professionals
shared insights on their insurance
investment practices

Singapore

Australia
Risk-related professionals:

6 Chief Risk Officers

1 Chief Financial Officer

4 Heads of Risk Management

Investment-related professionals:
5 Chief Investment Officers
5 Heads of Investment

Mainland China | 14% & Malaysia | 13% 5 Senior Investment Managers

'g‘g’ Hong Kong | 21% G Singapore | 18%

L—— 4 Other C-Suite Executives

Taiwan | 8% //:.\ South Korea | 7% 4 Other Heoo!s of Depor.tments
STy 17 Other Senior Executives

— = Other professionals:
@ Thailond|12% @ Australia | 8% 5 Chief Executive Officers

Source: abrdn and Quinlan & Associates analysis
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Survey topics covered

Summary

To better understand the priorities of - and challenges facing - APAC insurers, we broke our survey questions down into
6 overarching categories, covering key topics related to their current and future investment strategies

The 6 topics relate to every detailed aspect of insurers’ current and future investment strategies, ranging from
regulatory adoption to ESG / net-zero and external partnerships

Our survey questions covered 6 key topics related to the current and future investment
strategies of APAC insurers

Topics covered
Overview

Category Coverage Category Coverage
Regulatory adoption - RBC! regulations Hedging strategy -Currency / Interest
! BCire an . .
How will (including What are the rate risk hedging
= . \Z=/ ) .

respondents matching current practices, practices
optimise adjustment key focus areas, -Hedging strategy
investment and portfolio for and current challenges
risk operations HK & SGinsurers) challenges of
with upcoming -IFRS 9 / 17 adoption different hedging
regulatory strategies?
requirements?
ESG?/ Net-zero -ESG regulatory = ILP business?® -ILP business

2 What are the outlook 5 H- What challenges outlook
motivations and -Integration @ faceinsurersintheir .ILP challenges
challenges that motivations ILP business and -Level of

insurers encounter

-ESG / Net-zero

to what extent is

digitalisation

3@

along their ESG challenges the business being across ILP value
integration journey? digitalised? chain
External - Operation model

Investment strategy
What are insurers'
preferred asset
classes and
markets over the
next 3 years and
why?

- Asset allocation
plans

- Decision factors for
investments

-Market preferences

6@

partnerships
Which initiatives
doinsurers want to
address through
partnerships,

and what are the
deciding factors?

preferences
-Partnership

consideration

factors

Note: ‘Risk-Based Capital; 2Environmental, Social and Governance; 3Investment-Linked Products

Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape
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Section 2

Survey findings

Key takeaways

We have summarised the key takeaways of our survey findings below

2©

(M)
-_ ILP
5 "@' BUSINESS

REGULATORY

ADOPTION

ESG &
NET-ZERO

INVESTMENT
STRATEGY

HEDGING
STRATEGY

EXTERNAL

PARTNERSHIPS

APAC insurance investmentlandscape

Motivations /

Expectations Description Key gaps identified
Lookina t - 91% and 71% of respondents consider adopting IFRS 9 / :

OO. gto 17 and RBC as either high or very high priorities, respectively Lack o(;lf clarlty .
GCtlvely - 89% of respondents plan to adopt (or have adopted) a CIEL mopaglng
qdopt as certain level of optimisation to manage their capital risk regulctory impact,

. charges (i.e. SAA-level or both SAA-and security-level), with slow progress
the hlghest although two-thirds of respondents find this to be difficult q q

on implementation
priority of - 36% of respondents plan to elect more investments
. under amortised cost or other comprehensive income, . . . . O
insurers while half have not yet made a decision under IFRS 9 / 17
- 62% of respondents expect regulators to more strictly
Passively enforce ESG regulations, especially those in Australia, Low urgency, with
; Malaysia, Hong Kong, and Mainland China anotable qu inESG

motivated - Over 70% of respondents say that one of their key integration efforts
by | |ESG motivations to integrate ESG is stricter regulatory !

y loca expectations, though branding and reputation are seen hampered by poor
regulatory as more crucial motivations data quclity

- Despite this, 30% of respondents have not yet started to
developments integrate ESG (50% for net-zero), citing challenges . . . . .

around data quality and investment conversion

- Around 40% of respondents plan to allocate more I

Seeking vield investments to private debt and private equity, with 33% Better capabilities
eekKing yie q q
h t planning to decrease their investments in equities in private and global

EAEEETIE - Insurers prioritise investment risks and liability duration markets needed to
while more / cash flow matching when deciding on their investment guide future asset

sensitive to
risks

strategy, followed by solvency risks

- While 73% of respondents plan to allocate more assets

towards international markets, other insurers prefer
domestic (mainly due to regulations)

allocation strategy

00000

More
complex risk
management
thatis
challenging to
address

- Many respondents find embedded option hedging the

most difficult to implement, followed by credit risk hedging,
while currency hedging is seen as relatively easy

- Among the respondents who do hedge currency risks,

64% partially hedge based on liabilities, where investment
experts have discretion, and for interest rate risk, more
than half directly match asset-liability duration as closely
as possible

- The major challenges in implementing hedging strategies

are costs and limited choices of hedging instruments

Gapsin
implementing
hedging strategy,
given high hedging
costs and limited
instruments

00000

Key expansion

- With ongoing global convergence between insurance

and wealth (i.e. "wealthcare"), 65% of respondents are
very likely / likely to expand their ILP business, particularly

Low digitalisation
levels across the ILP

fOCUS, with insurers in Thailand, Korea, and Malaysia value chain, with
p|qns to - Nearly 50% of respondents consider creating an anurgent need for

o o & a appropriate ILP fund advisory model to be a major Killi
digitalise client challenge that they are looking to address agent upskilling
engqgemen‘t - Insurers prioritise digitalising client functions due to low

digitalisation levels across the ILP value chain . . . . .

= - Many surveyed insurers are planning to outsource their .

ocus on ESG integration, investment execution, as well as Hecvy reliance on
performqnce hedging strategies to external partners / third-party in—housing efforts,

d experts, in order to address their challenges more with scope to better
an efficiently
reputotion in - 96% of surveyed insurers believe that brand / reputation Ieverage external
ifi and performance track record are very important or portners

specitic important factors to consider when they are selecting
niches outsourcing partners, while independence is not a . . . O O

concern

Magnitude of gap: Low @ @ @ O O High

10



Section2-1

Overall priorites

e s e e =

Initiative prioritisation

Objective(s)

77
,/JJ;F)

B e A A S

Faced with new regulatory requirements, an uncertain
economic outlook, and fast- changing stakeholder
expectations, we wanted to understand the key overalll
priorities of APAC insurers in 2023

| ] S ]

/]

A
S

g7

Key takeaway(s)

i

Over 90% of respondents consider IFRS 9 /17
adoption to be amongst their highest priorities,
while RBC regulation adoption considered to be
avery high / high priority by more than 70%

of insurers

i

More than half of the insurance executives
surveyed perceive investment strategies and
digital transformation as very high / high priorities
for 2023

APAC insurers tend to place relatively less priority
on the refinement of their hedging strategies and
the adoption of ESG / net-zero

- / 1B j &
APAC insurance investment landscape IF 8 | A

4/5‘
| o



APAC insurers view regulatory adoption (e.g. RBC, IFRS 9 / 17) as their highest priority focus
areaq, followed by refining their investment strategies

Prioritisation of initiatives
Value alignment, % of respondents*

Regulatory

IFRS @ /17 adoption - Regulatory adoption initiatives,
including both IFRS 9 /17 and

RBC regulations, remain the

w RBC regulation adoption highest priorities for APAC
(e.g.RBC,ICS, C-Ross Il insurers
etc)
Investment

am Refineinvestment
5?3 strategies (e.g. onboarding
new asset classes)

- Respondents remain more
heavily focused on their
investment strategies vs.
hedging, with some insurers

Refine hedging strategies

O i seeing hedging strategies as
(e.g. from passive to 13% anon-priority
dynamic hedging)
Operational
Digital transformation I - The majority of respondents
consider digital transformation
. and ESG adoption as

@ ESG / Net-zero adoption @ moderate to high priorities

0%  10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Level of priority: @ Very high priority @ High priority @ Moderate priority Low priority @ Not a priority

Note: *Percentage values in this survey may not add up to 100% due to rounding
Source: abrdn and Quinlan & Associates analysis
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Section 2-2

Regulatory adoption

Regulatory overview

Summary

Issuedin 2014 and 2017 respectively, IFRS 9 and 17
provide guidance on how insurers should classify and
measure financial assets and liabilities, helping to
improve financial reporting transparency, comparability
between globalinsurers, as well as capital and risk
management visibility

In 2018, Ping An Insurance was the first insurer in
Mainland China to implement IFRS 9, which led to a
higher proportion of investments being classified as Fair
Value Through Profit or Loss ("FVTPL") and increased
susceptibility to market fluctuation. This amplified the
volatility of Ping An's investment returns in 2018, when
both equity and bond markets declined

Although IFRS 9 / 17 aims to improve transparency in risk management, APAC insurers must
carefully consider adoption implications

IFRS 9 / 17 overview

Timeline & expected benefits

Timeline

Expected benefits

2014
IFRS 9
ISSUANCE

Improved transparency

Additional metrics and balance sheet
itemsin IFRS 9 / 17 help improve the
transparency of insurers' financial
statements

Optimised capital management

IFRS @ /17 guides insurers to account
for financial instruments and improve
risk management and transparency

/ consistency

2018
IFRS 9
EFFECTIVE

Better risk management

IFRS @ / 17 adoption better reflects
market risks and interest rate
impacts, hence insurers can better
align risk management strategies

2021
IFRS 17
EFFECTIVE

Enhanced comparability

With a commmon set of reporting
standards and valuation principles for
globalinsurers, comparability across
the industry is enhanced

Case study
Ping An Insurance?, Mainland China

PERIESZ
PING AN

Ping An Insurance, one of the largest insurance
companies globally, is headquartered in Shenzhen
and listed on Shanghai Stock Exchange

IFRS 9 adoption
Overview

Initiative

@ In 2018, Ping An became the firstinsurer in
Mainland China to adopt IFRS 9, while other
Chinese insurers did not implement the
standard until 2021

Impact

@ Given the reclassification of OCI?, Ping An
changed its investment strategy, with
greater allocations to large long-term
equity investments

8% 6.9%

6.0% 6.2%

6% 53%

4%
In 2018, Ping An's adoption of IFRS 9 led to the
reclassification of more financial assets as FVTPL**,

2% causing its FVTPL share to increase from 1.9% to 18.5%.
As aresult, the company became more susceptible to
market fluctuation.

0%
2016 2017 2018 2019 2020 2021

@ Gross return on investment

Note: *Company selected for illustrative purposes only to demonstrate the investment management style described
herein and not as an investment recommendation or indication of future performance; ?Other Comprehensive Income
Source: © Ping An Insurance, KPMG, Allianz, Sina, Yicai, Quinlan & Associates analysis

APAC insurance investmentlandscape
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IFRS 9 / 17 asset election

Objective(s)
As IFRS 9 and 17 allow insurers to elect classification and Gy et
measurement options for their assets and liabilities, we - 36% of insurers in APAC plan to elect more
wanted to understand whether insurers plan to elect investment assets under IFRS 9 / 17 regulations,
more investment assets under Amortised Cost or Other while more than half of the surveyed insurers are
Comprehensive Income ("OCI") yet to arrive at a determination

While nearly half of all surveyed from Taiwan

and South Korean insurers plan to reclassify
investments under amortised cost or OCl, insurers
from Hong Kong and Mainland China appear to
be progressing quite slowly on this decision

Insurers’ plan of IFRS 9 / 17 election of investment assets
% of respondents

100%

80%

60%

40%

20%

0%

= % @ O @

@ 'es @ No @ Unsure/Undetermined

3 60/ of APAC insurers surveyed, on average, plan to reclassify their
O  investment assets under Amortised Cost or OCI

Source: abrdn and Quinlan & Associates analysis
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Capital risk optimisation

Objective(s)
Key takeaway(s)

In consideration of asset / market risk capital
requirements, we wanted to know at which level
insurers intend to optimise their investment portfolios
(i.e. whether security-level or SAA-level* optimisation is
preferred), as well as how challenging this is

Over half of the APAC insurers surveyed plan to
adopt (or have adopted) both security-level and
SAA-level optimisation to manage their capital

risks, while around one-third prefer to optimise at

only the SAA level

63% of insurers who are adopting both security-
level and SAA-level optimisation consider it very
difficult / difficult to implement

Capital risk optimisation
% of respondents

Optimisation method Level of challenge

100%

Both security-level and SAA-level* optimisation
A combination of both capital risk optimisation
strategies, which diversify and optimise a
portfolio at both levels

80%

Security-level optimisation
To optimise the capital requirements of a NA
portfolio at the level of underlying securities
instead of asset class level

60%

SAA-level* optimisation

To diversify a portfolio with a variety of asst
classes and generate the highest rate of

return at a given level of risk profile

40%

20% No optimisation
Risk-based capital regulation (e.g. RBC, ICS,
C-Ross Il, etc.) may not be applicable to

certaininsurers in certain markets

NA

0%

Share of respondents 0% 20% 40% 60% 80% 100%
@ \Verydifficult @ Difficut @ Neutral/ Less difficult

of respondents plan to adopt (or have adopted) a certain level
of optimisation; however, the majority find this to be challenging

89%

Note: *Strategic asset allocation

Source: abrdn and Quinlan & Associates analysis ‘
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Matching adjustment

Objective(s)

We wished to understand the progress made by
insurers in Hong Kong and Singapore with regard
to building a matching adjustment portfolio, as well
as the challenges that they are encountering in
the process

Matching adjustment portfolio progress & challenges

% of respondents, average rating, Hong Kong & Singapore

717%.

...of respondents already

built or are currently
building a matching
adjustment portfolio

@ Already built @ Buildingin progress
@ Planning to build Not planning to build

Note: *Matching adjustment
Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape

Key takeaway(s)

60% of insurers in Hong Kong and Singapore
have already built a matching adjustment
portfolio, while 17% are currently in the process
of doing so, and another 17% are still in the
planning phase

For insurers who have already built MA
portfolios, optimisation of yield and MA spread is
proving to be challenging

On the other hand, for insurers who are still
building up their MA portfolios, incorporating
MA*into their overall portfolio’s SAA is seen as
difficult to implement

SAA integration is a major challenge for insurers who are still
building MA portfolios, while for those who have already built
the portfolio, optimisation of yield and MA spread appears to
be achdllenge

Practices Level of challenge
Not Difficult Very Difficult
Optimisation of yield 5
and MA* spread L L
30 36
. Not Difficult Very Difficult
Incorporation of 1 5
MA*into overall PY °®

portfolio’s SAA
31 36

Average
@ Insurers who already built MA portfolios

@ nsurers who are still building MA portfolios in progress
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Section 2-3

ESG / Net-zero

ESG trends in insurance

Summary

Inrecent years, regulators in APAC have set out rapidly evolving expectations on ESG integration requirements for
regional insurers, focusing in particular on environmental initiatives (e.g. net-zero), as well as risk management

strategies

Inresponse, leading insurers in APAC have started to align their ESG integration and disclosure initiatives with
global standards, with a growing number signing the UN Principles for Sustainable Insurance ("PSI")

Taking QBE as an example, the insurer has launched and promoted an investment product, named Premiums4Good,
which allows customers to contribute their premiums to the firms'impact investing portfolio, specialising in social /

green bonds, as well as sustainable infrastructure projects

With the rapid development of ESG regulations in APAC, insurers are incorporating ESG
considerations into their operations and investments

ESG regulation developments for insurers in APAC
Select examples

(S Guidelines on environmental risk management for insurers
Issued in 2020, the Guidelines for Insurers set out
the regulator’s expectations on environmental risk
management for allinsurers

Suggested disclosures of ESGrisks ininsurers’investments
o In a discussion with FSDC in 2020, The Insurance
Authority encouraged authorised insurers to
publish and explain their ESG risks considerations in
investments

Green finance guidelines for the insurers

a In 2022, CBIRCtissued guidelines that insurers
should ultimately achieve carbon neutrality in their
portfolios while simultaneously disclosing ESG risks

No. of UN PSI2 signatories in APAC
# of insurance companies, 2005-22
25 Anincreasing number of APAC

insurers have become UN PS|
signatories, signalling a growing

22
20
20 willingness to integrate ESG
considerations into their investment
15 processes and disclosures 13
10 8
5 6
5 I I I
0

2005 2010 2015 2020 2021 2022

Case study
QBES?, Australia

>QBE

QBE Insurance Group is aleading general insurance
and reinsurance company headquartered in Sydney
and listed on the Australian Securities Exchange

Premiums4Good investment
Overview, Product AuM Size in USD Billions, 2018-22

=W Investment product overview
—A X
'@‘ Customers can choose to contribute
and allocate their premiums to the

Premiums4Good portfolio, which is
dedicated toimpact investing

Portfolio construction
Multiple asset classes, including social
impact bonds, green bonds, initiatives /

projects (e.g.renewable energy initiatives,
sustainable infrastructure), etc.

16
14
12 11
0.8 0.7
0.4
“n

2018 2019 2020 2021 2022

o

Note: *China Banking and Insurance Regulatory Commission; 2United Nations Environment Programme Finance Initiative
- Principles for Sustainable Insurance; 3Company selected for illustrative purposes only to demonstrate the investment
management style described herein and not as an investment recommendation or indication of future performance
Source: © QBE, UNEP, MAS, Financial Services Developrment Council, Green Finance & Developrment Centre, Quinlan & Associates analysis

APAC insurance investmentlandscape
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ESG regulation expectations

Objective(s)

Key takeaway(s)

We wanted to gauge APAC insurers’ expectations of the

local ESG / net-zero regulatory enforcement outlook in - The majority of insurers in Australia (77%),

the coming 3 years Malaysia (72%), and Hong Kong (69%) expect
regulators to more strictly enforce ESG / net

. . zero regulations, whereas only about 50% of
Most APAC insurers believe local ESG insurers in Taiwan and South Korea see stricter

regulations will be further enforced in the enforcement as likely
coming 3 years, especially in Australiq,
Malaysia and Hong Kong

ESG regulation enforcement expectations
% of respondents, 3-Year period

100%
11%

80%

Average
62%

60% of APAC
insurers
believe ESG
regulations

40% willbecome
stricterin
the coming

20% 3years

0%

@ Verylikely @ Likely @ Neutral Unlikely @ Very Unlikely

Note: as some respondents have regional roles (e.g. APAC CEO, North Asia CIO), their survey responses covered multiple
jurisdictions
Source: abrdn and Quinlan & Associates analysis
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ESG integration (1/2) - Motivations

Objective(s)

We wanted to get a better understanding of the

nmost important motivations that APAC insurers have for
integrating ESG into their investment operations,
including regulatory, as well as various external and
internal motivations

Insurers are highly motivated by regulatory,
as well as branding / reputation and
portfolio return / risk factors, to integrate
ESG

Motivations for ESG integration
Level of importance, % of respondents

Regulatory

Key takeaway(s)

Over 70% of insurers consider regulatory
expectations to be very important or important,
but their branding and reputation to be even more
crucial motivations, for integrating ESG

Amongst external stakeholders, the expectations
of end-investors are considered to be marginally
nmore important than those of customers (i.e.
insureds)

When it comes to internal factors, portfolio return
and risk factors are being prioritised, with
employee expectations being the least important
driver of ESG integration

@ Regulatory expectations 25%

48% 18%

External

@ Branding / Reputation 32%

48% 11%

End-investor expectations 21%

@ Insureds’ expectations 14%

Internal

Portfolio return / Risk factors 21%

50% 18%

Shareholder expectations 27%

39% 30%

Employee expectations 11%

w

o

X

w

o

X
HesEH EHEBR

41% 36%

0% 10% 20%

Level ofimportance: @ Veryimportant @ Important @ Neutral

Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape

40% 50% 60% 70% 80% 90% 100%

Less important @ Notimportant
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ESG integration (2/2) - Challenges

Objective(s)

We wished to understand the degree to which

insurers have already integrated ESG / net-zero into

their investment strategies, as well as identify the
hurdles insurers are facing when doing so

30% / 50%

ESG / net-zero, with data quality and
investment management being
major roadblocks

ESG / Net-zero integration in investment strategy
% of respondents

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Already Already integrated
integrated ESG / net-zero/
Integration Integration
in progress in progress

Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape

of insurers have not yet started to integrate

Key takeaway(s)

70% of APAC insurers have either already
integrated ESG into their investment strategies
or are in the progress of doing so, compared to
50% for net-zero integration

The largest integration barrier for both ESG and
net-zero is data quality, followed by investment
management, which are the starting points of
the entire integration value chain

ESG / Net-zero integration difficulty
% of insures who rate "Very difficult” / "Difficult”

Integration barriers ESG Net-zero

Data quality

(e.g.lack of data availability,
inconsistent methodologies,
etc.)

Investment management
(e.g.incorporating ESG
factors into SAA or security
valuation, etc.)

Stakeholder management
(e.g.meetinginvestor
expectations, actively
engaging with investees, etc.)

Regulatory reporting
(e.g. ESG-related reporting
/ disclosures, etc.)

Governance

(e.g. developing ESG
governance frameworks
and policies, etc.)

@ Rank 13t

® Rank 2@

With data quality a pre-requisite to robust ESG integration,
which insurers consider very difficult, many ESG steps
are "on hold” by insurers in the region

Others
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Section 2-4

Investment strategy

APAC investment landscape

Summary

APAC equity and bond valuations fell markedly in 2022, creating additional challenges with respect to insurers’

investment and risk management strategies

As aresult, a growing number of APAC insurers, taking AXA Hong Kong as an example, are increasing their
portfolio allocations to alternative investments, especially in an environment when interest rates are hiking

Amidst a backdrop of declining equity and bond valuations, many insurers are looking for

new ways to drive their investment returns

APAC bond & Equity market capitalisation
USD Trillion, Q4 21-Q3 22 /Q4 21-Q4 22

——— — Bondmarket sizet ——— e

CAGR
-4.4%

30 228 235 229 22.0
5 8.5 85
143 145
0
21 Q4 22Q1 22Q2 22Q3

@ Governmentbonds @ Corporate bonds

e———— Equity market capitalisation —— e
CAGR
-19.7% l

30 24.6 23.2
— . 2 215
I — 195 _—
) I l I . l
0
21Q4 22Q1 22 Q2 22Q3 22Q4

@® Mainland China @ HongKong @ Taiwan
SouthKorea @ Australic @ Singapore

26.8

Case study
AXA?, Hong Kong

™=

AXA, headquartered in France and presented
in 50 countries, offers a wide range of insurance
products and investment solutions in Hong Kong

Alternative investment plans
AXA Hong Kong, 2021-22E

4

3

2

1

0
2021 2022E 2021 2022E

Alternative credits Alternative growth assets

(HKD Billion) (HKD Billion)

AXA Hong Kong planned to invest HKD 1.4 billion
in alternative assets in 2022, overweighting alternative
credits under tightened credit spreads

Note: *Asia ex-Japan Bond Market Size. 2Company selected for illustrative purposes only to demonstrate the investment
management style described herein and not as an investment recommendation or indication of future performance
Source: °AXA, Asia Development Bank, Insurance Authority, MAS, China Banking and Insurance Regulatory Commission,
Statista, World Exchanges, Asian Investors, Quinlan & Associates analysis

APAC insurance investmentlandscape
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Asset allocation plans

Objective(s)

We wanted to explore how insurers plan to allocate
their asset pool to different asset classes over the next
3 years, providing us with a high-level view of the
demand for various assets and insurers’ underlying
investment strategies

Insurers’ interest in private market
(e.g. private debt, private equity) has
increased at the expense of digital
assets and equities

Asset allocation plans in three years
% of respondents

100%

Key takeaway(s)

Around 40% of all surveyed insurers plan to
allocate more of their investments to private
market products, including private debt and
private equity

Around one-third of the surveyed insurers plan to
decrease their allocation to equities, reflecting a
negative market outlook

As for real estate, multi-asset, fixed incomes, and
money market / cash investments, around half of
the surveyed insurers plan to retain their current
allocation levels

The majority of insurers do not have access to
digital assets, while most of those who have
access plan not to increase allocation

m ] ]
80%
63%
60% .
47% o
24% D2
40%
20% 39%
32%
22%
0%
o) i g =
0,© = = Eﬁ
Private debt  Private equity = Real estate Multi-asset Fixed income Equites Cash/ Digital assets

@ Significantly higher / Higher @ Unchanged

Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape

Monev markets

Significantly lower / Lower @ Not applicable
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Investment decision factors

Objective(s)
In order to better understand the investment strategy Key takeaway(s)
decision-making process that insurers typically - Insurers generally prioritise risk-related factors as
undertake, we reviewed risk factors, allocation and most important to their investment strategy,
returns, as well as liability and liquidity considerations in which investment risks rank at the top of all
investment strategy decision factors, followed by
. . R solvency risks (with 42% of respondents viewing
Investment risks, solvency risks, and liability solvency risk as very important)
duration / cash flow mthhmg are the top - Liability duration / cash flow matching is also of
factors driving insurers’ future investment greatimportance, though liability cost and liquidity
strategies requirements are not as crucial

Allocation based on SAA is also of high priority for
APAC insurers when deciding on their investment
strategies

Factors for investment strategy decision
Level of importance, % of respondents

Risk-related factors

@ Investment risks 35% 52% 10%

) Solvency risks 42% 42% 15%

Allocation / Return considerations

@ Allocation dased on SAA 29% =10)74 21%
(16 Attractiveness of opportunities 21% 54% 19%
Allocation based on TAA 17% 40% 33% B

Liability / Liquidity restrictions

Liability duration /
Cash flow matching

Liability cost 29% 42% 21% I

Liquidity requirement 25% 46% 23%

44% 42% 13%

0% 10% 20% 30% 40% 50% 60% 70% 80% Q0%  100%

Level of importance: @ Veryimportant @ Important @ Neutral Lessimportant @ Notimportant

Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape 23



Domestic vs. international

Objective(s)
In terms of preferred markets, we wanted to understand Key takeaway(s)
where insurers intend to allocate more of their - While 73% of insurers plan to allocate more
investments (i.e. international markets vs. domestic investments towards international markets,
markets) over the next three years relative to their insurers in South Korea, Mainland Ching,
current allocations Thailand, and Malaysia still prefer domestic

markets

(o) - Among those who prefer domestic markets,
73/0 regulatory requirements stand out as the
most crucial motivations for greater domestic
allocations

of insurers plan to allocate more capital
to international markets, although
those who prefer domestic are mainly
motivated by regulatory requirements

Market allocation in three years
% of respondents

As the regulatory requirements in Mainland China, Malaysia, Thailand,
and South Korea are relatively more strict, insurers are motivated to
choose domestic investments

Motivations for domestic option % of respondents

Regulatory o o
requirements 62% 38%
Ped\ Betterrisk /
DDHH Return profile = S4% 235
@ International o
® Dormestic @ romiliority / 31%  31% 15%H15%

Top 4 markets with domestic preference

5 —_ (@) Betterinvest. 159 39% a
0¥ ) ‘e a o I=F capabilities ° o

— S
100% 67% 50% 50% 0% 20% 40% 60% 80% 100%

@ Very important @ Important @ Neutral

. . . i Not important
Source: abrdn and Quinlan & Associates analysis Lessimportant @ P
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Section 2-5

Hedging strategy

Risk hedging overview

Summary

The APAC financial market, especially the risk environment, is becoming increasingly more difficult for insurers to
navigate, given rising inflation rates, volatile FX markets, turbulent equity markets, and rising default rates

As aresult, insurance companies would need to tailor hedging strategies for four typical categories of risks brought
by their investment assets and liabilities, including interest rate risks, currency risks, equity risks, and credit risks

The increasingly challenging (and complex) risk environment in APAC is prompting many
insurers to optimise their risk hedging strategies

Risk hedging overview
Types of risks, APAC

A
v
A

Rising inflation

Turbulent equity markets ——

Insurers need to hedge against interest rate Insurers need to hedge against greater equity
fluctuations for their liabilities, resulting from rapidly market volatility by using futures, options, or swaps
rising inflation, potentially via interest rate swaps or to reduce their risk exposure

forward contracts
Responding to higher
8% inflation rates, central _
banks in APAC are lifting 6.7% 100
6% interest rates : %0 m
4% 31%  34%  32% 3% 80 W
» W H m u 70
2018 2019 2020 2021 2022 Feb 2022 Feb 2023
@ CPlInflation Rate, Asia Pacific @ MSCI Asia Pacific Index MSCI World Index
< Volatile FX markets > < Rising default rates >
Insurers need to hedge against currency exchange Insurers need to hedge against credit default risks in
rate volatility between the currencies of their global their underlying investments, potentially through the
assets (e.g. premiums, investments) and liabilities use of credit default swap contracts
100 12% 10.9% )
N X2.5
‘ ‘ - 7.6% 7.5% |
%0 4.4%
4%
L1% I
80 0% |
Feb 2022 Feb 2023 2019 2020 2021 2022 10-Yr
. . . ) Average

@ CNY/USD @ THB/USD AUD/USD @ APAC high-yield non-financial g

® KRW/USD @ TWD/USD corporate default rate

Source: IMF, MSCI, WSJ, Investing.com, Moody's, Quinlan & Associates analysis
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Key hedging challenges

Objective(s)

Key takeaway(s)

Amongst all the different varieties of risk hedging
strategies, we wanted to know the most challenging
ones for APAC insurers to implement

APAC insurers find embedded option hedging
to be the most challenging to implement,
followed by credit risk hedging

Risk hedging strategies challenges
Overall average based on responses

5 ®
(Very difficult)

5 ®
(Very difficult)

5 o
(Very difficult)

@ :: @

1 1 1
(Not difficult) & (Not difficult) & (Not difficult) &

Embedded option Credit risk
hedging hedging

Source: abrdn and Quinlan & Associates analysis

@ s

Embedded option risk hedging is considered as
the most challenging hedging strategy to

implement, followed by credit risk hedging

Currency risk hedging is considered as relatively
easy in terms of implementation

5 ®
(Very difficult)

5 ®
(Very difficult)

1 1
(Not difficult) & (Not difficult) &

%3@ On

Equity risk
hedging

Interest rate risk
hedging

Currency risk
hedging




Key hedging strategies

Objective(s)

We wished to further understand the practices that
insurers adopt when they hedge currency and interest
rate risks for their investments

For currency hedging, insurers prefer a
partial hedge, while for interest rate risk
hedging, many insurers choose to match
asset-liability duration

Currency and interest rate risk hedging strategies
% of respondents

Key takeaway(s)

Around 30% of APAC insurers fully hedge currency
risks based on liabilities, compared to nearly half
of them adopting partial hedging strategies, in
which investment experts have discretion over the
extent of hedging

As for interest rate risk hedging strategies, more
than half of all surveyed insurers directly match
asset-liability duration as closely as possible,
while 46% of insurers choose to dynamically
manage duration

Currency hedging

100%

75%

50%

25%

0%

% of respondents

@ Poartially hedge (i.e. professionals have
discretion to express view to add value)

@ Fully hedge (i.e. portfolio currency hedged
to liability currency)

@ Donothedge

Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape

100%

Interest rate hedging ——— X X X o

75%

50%

25%

0%
% of respondents

@ Match asset-liability duration as close as possible

@ Dynamically manage duration based on interest
rate outlook and asset-liability profile
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Implementation challenges

Objective(s)
Key takeaway(s)
As insurers may encounter a variety of challenges while ' ' o
they conduct risk hedging, we wanted to know the most : Insu'rers cpngder the cost of he.dgl.ng and limited
difficult challenges that they struggle with choice of instruments to be their biggest

challenges, both of which are market-related

. . . external factors.
The major challenges for insurers in

. . . . - Compared to external market factors, insurers

|mplement|ng hedgmg strategies are find internal capabilities to be less challenging

the cost of hedging and limited choice However, over 50% of them still believe that their

of instruments internal operations, risk modelling, and execution
capabilities are not efficient enough

Key challenges in risk hedging
Level of challenge, % of respondents

A

2N Cost of hedai - . o - Market-related factors are the
= ging ° ° ° major challenges that insurers
encounter in their hedging
strategies, especially for those
located in South Korea, Taiwan,
Malaysia, and Singapore

@

Limited choice of instruments 32% 32% 32%

Market-related

Internal capabilities
©06 0o

Internal operations
(e.g.information lag, slow 17% 38% 31%

approval process, etc) - More than 50% of APAC

insurers still consider internal
capabilities, including

Risk modelling 9% 43% 41% operations, risk modelling,
and execution capabilities,
as key obstacles to their

hedging strategies
Execution capabilities 19%  33% 33% I

0% 20% 40% 60%  80%  100%

Level of difficulty: @ Very difficult @ Difficult @ Neutral Less difficult @ Not difficult

Source: abrdn and Quinlan & Associates analysis
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Section 2-6

ILP business

ILP market overview (1/2)

Summary

In response to increased capital requirements imposed by RBC regulations, a growing number of insurance
companies are exploring the adoption of —or are re-focusing on - ILPs, a capital-light investment product

However, in more recent years, a growing number of insurers are leveraging their investment expertise and
capabilities to provide investment services to clients, through products such as ILPs and unit-linked insurance

plans ("ULIPs")

We are seeing greater convergence between the insurance and wealth management
industries as insurers place more focus on ILPs

Insurance / Wealth convergence
ILP model

! S
. @) -

End customer

£

5 v v

q’ \':\

—
> 2 Long-terminsurance Wealthinsurance =
g £ £ | I >
o 5 L 7 &
£ o el Insurance companies §
8 8 . . P [©)
o c e invest premiums 3
Q g Premi i onbehalf of their 3
o 7} IULLLLE R ond clients through =3
5 = =
@ products such as S
£ investment-linked (or

£ unit-linked) products

P

(o]

=

=

o

£

=

(%]

0

>

£ L i

l il
® Claimreserve  Company revenue Customer return

Source: Quinlan & Associates analysis
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Insurance service development
Phase 1-3

- Protection insurance cover,
such as fire, property,
health, life, accident,
and business insurance

Phase 1.
Protection

- Wealth plansin the form of
annuities, pensions, etc.
for retirement and wealth
transfer

Phase 2:

Planning

- Hybrid products, including

Phase 3: ILPs and ULIPs

Investment
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ILP market overview (2/2)

Summary

Premiums for ILPs doubled from 2019-21, attributed to growing customer demand to hedge against inflation
(particularly in 2021) and favourable regulatory developments

In response, a number of APAC insurers have launched several initiatives designed to further boost their ILP
business in the region, including new product launches and setting up new distribution channels

Guided by recent regulations, the ILP business has attracted increased attention while
also playing an essential role in hedging against inflation

ILP premium size

Key APAC markets, USD Billion, 2017-21 Case study

Zurich!, Hong Kong

CAGR @ ZURICH # 2Rttt
11.7%
20

18.2 Zurich Insurance Group is a leading multi-line insurer
with operations in more than 200 markets, and is
listed on the SIX Swiss Exchange

HKD 1.3 billion

ILP Premium in Hong Kong (2021)

Premiums in investment-
linked products bounced

back strongly since 2019
15
ILP business plan

Zurich Hong Kong, 2023

Universal Life ("UL") Insurance aunch
I izcl Zurich plans to launch the company’s
first saving-linked life insurance
product in Hong Kong

10.2

10
2.2

Digital DIY platform launch
Q12023 Zgrigh egpects to expor\d its
distribution channel of life insurance

31 to its digital DIY platform

Protection Linked Plan ("PLP") launch
Zurich aims to enrich its ILP offerings
by adding several PLP products,

4.9 offering a higher level of protection

As the Mainland China-Hong Kong
border opens, Zurich plans to set up a
2017 2018 2019 2020 2021 VIP centre for visiting customers to boost
its ILP businesses

@ Mainland China @ HongKong @ Singapore

Note: t*Company selected for illustrative purposes only to demonstrate the investment management style described
herein and not as an investment recommendation or indication of future performance

Source: ®Zurich Hong Kong, Insurance Authority, MAS, China Banking and Insurance Regulatory Commission, Yahoo,
Quinlan & Associates analysis
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ILP expansion plans

Objective(s)

Given that ILPs are capital-light, we wanted to
understand whether APAC insurers plan to focus
more on expanding the business in coming years

Key takeaway(s)

A regional average of 65% of insurers say that
they are either very likely or likely to expand their
ILP businesses, taking the market outlook into
L. . consideration

The mGJOI"It}' of APAC.: Insurers plcm.to - In particular, insurers from Thailand, South Korea,
expand their ILP businesses, especially and Malaysia are very keen to explore future
those who operate in Thailand, South expansion of their ILP business

Korea, and Malaysia

Plan to expand ILP business
% of respondents

100%
80%
9 Average
60%
65%
of APAC
o insurers plan
40% to expand
their ILP
business
20%
0%

N

N

@ Verylikely @ Likely @ Neutral Unlikely @ Very unlikely

Source: abrdn and Quinlan & Associates analysis




Capability challenges

Objective(s)
. _ . . Key takeaway(s)

Given that establishing and expanding an ILP business

can be challenging, we wanted to understand some of - Almost half of all surveyedinsurers consider

the internal and/or business development capability creating an appropriate ILP fund advisory model

limitations facing regional insurers to be a major challenge that they are looking

to address
The key challenges for insurers’ ILP - Insurers find it less of a challenge to convince
busi ti iat clients of the importance of investing, which
usinesses are creating an appropriate indicates that APAC clients may be more aware

ILP advisory model, as well as their agents’ of ILPs

competency in pitching ILPs

Key challenges in ILP business
Level of challenge, % of respondents

Internal capabilities

Creating an appropriate ILP Fund

advisory model “el e
gqﬁgc;;ciﬂg only high-quality ILP funds 34% 50%
Business development capabilities
ﬁ]geelrclt:’)s competency in pitching and selling
@ g(olg\\//;nsct::QS the client on the importance 21% 63%

0% 10% 20% 30% 40% 50% 060% 70% 80% 90% 100%

Level of challenge: @ Major challenge @ Moderate challenge @ Minor challenge

Source: abrdn and Quinlan & Associates analysis
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Digitalisation efforts

Objective(s)
o ) ) ) Key takeaway(s)
As the digital transformation of the insurance industry
continues to progress, we wished to understand the - Although the generallevel of digitalisation of the
current level of digitalisation across the ILP value chain, ILP value chainiis still low, client-related steps (i.e.
as well as insurers’ future plans regarding the same client engagement and reporting) have a higher

level of digitalisation than internal capabilities,

on average
The digitalisation level of ILPs is generally

low, especially with respect to internal

Insurers plan to continue digitalising client-related
= . o functions, ranking slightly higher in priority than
capabilities, with plans to further digitalise digitalising their internal capabilities

client-related operations

Digitalisation of the ILP value chain

Average rating, % of respondents
Insurers are more focused on digitalising
client-related modules in future, focusing less
oninternal capabilities, which are at very low
level of digitalisation at present

Current level of digitalisation Have plans to further digitalise

Client Very low Very high
engagement 1 5 82%

Very low Very high
Portfolio 1 5 69%
selection
Very low Very high
Investment 1 5 74%
operations
Very low Very high
Client 1 5 77%
reporting
0% 20% 40% 60% 80% 100%
M Client-related W Internal capabilities Average Highlight @ Yes No

Source: abrdn and Quinlan & Associates analysis
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Section 2-7

External partnerships

Outsourcing partnerships

Summary

The investment management value chain in the insurance industry typically involves (1) growing the premium pool,
(2) developing investment strategies based on missions and risk profiles, (3) executing the investment plans based on
research and assessment, (4) monitoring and managing risks while optimising and rebalancing portfolios, as well as
(5) client reporting / compliance

On account that outsourcing the above-mentioned practices brings in the expertise and resources of third-party
partners and improves operational efficiency, APAC insurers would typically cooperate with specialists (e.g. asset
nmanagers) to help address different challenges along the value chain

Some insurers are choosing to outsource parts of their investment value chain to external
partners with specific areas of expertise

Investment operation value chain Case study of partners
Potential outsourcing practices Select examples (anonymised)

Investment capabilities expansion

- Maintain and grow the premium pool Leveraging the partner’s
from insurance policies to increase ’ thematic expertise, the
investment assets insurer was able to expand

its investment capabilities to

the logistics and industrial

Premium pool
maintenance

- Build investment strategies and Asset ) .
Investment strategy portfolios based on investment manager .reol estotellndustry while
development targets, risk profiling, market outlook, IneerEereiing SSereleiee

and insurance-related needs considerations

St cletiiten) - Assess and execute investmentsin
/ Asset allocation avariety of instruments

New investment product development

- Establish risk-hedging strategies, The insurer brought in the
monitor and manage investment \ partner in order to offer a
risks, and rebalance portfolios @ new, multi-thematic fund for
=/ ILP investors that invests in
\ Sustainability different ESG / sustainable
- Prepare a full set of reporting specialist ~ themes, bringing diversified
Client reporting / statements and materials, adopting impact investing to ILP
compliance international standards customers

Source: Quinlan & Associates proprietary research & analysis
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Partnership preferences

Objective(s)

In
of

In order to better facilitate insurers in addressing
the challenges covered earlier in this report, we also
investigated insurers’ preference for conducting
initiatives in-house vs. through outsourcing

general, insurers need the facilitation
third-party partners to tackle key

Key takeaway(s)

IFRS 9 / 17 adoption and RBC optimisation are
highly prioritised by insurers, with many firms
planning to outsource these activities to
third-party experts

Insurers also expressed strong demand to
outsource their ESG integration efforts, investment
execution, as well as hedging strategies to

challenges, especially in ESG / net-zero,
investment execution, and hedging

Outsourcing trends
Priorities & Outsourcing demand

external partners

Priorities

Outsourcing demand

Risk-based capital optimisation for investment
portfolios

00000

S
2

Mitigation of IFRS 9 / 17 impacts to investment
portfolios

00000

Executing specific investment strategies
(e.g.private market assets, buy-and-maintain, etc.)

00000

ESG / Net-zero adoption for investment management

000 0

SAA setting

00000

00000

Risk hedging strategies

00000

DO ODE

TAA setting

00000

00000

Source: abrdn and Quinlan & Associates analysis

APAC insurance investmentlandscape

Low @ @ @O High
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Partnership decision factors

Objective(s)
. . . Key takeaway(s)
We wished to understand the key decision-drivers of
APAC insurers when they are deciding who to partner - Almost every surveyed insurer agrees that brand/
with for outsourcing their operational modules reputation and performance track record are very

important / important factors to consider when

outsourcing to an external partner
Performance track record, brand /
Insurers focus less on third-party partners'

rePthtlon' C|I:\d comprehens-lve sefwces independence from other institutions, as long as
are the most important considerations for they provide high-quality and comprehensive
insurers when selecting partners services

Key decision factors
Level of importance, % of respondents

Performance track record

Brand / Reputation

Comprehensiveness of services

International network / capabilities

Local network / capabilities

g  Independence from other
Q¥ institutions

0% 10% 20% 30% 40% 50% 60% 70% 80% Q0% 100%

Level Of importance: @ Veryimportant @ Important @ Neutral Less important @ Notimportant

Source: abrdn and Quinlan & Associates analysis
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Section 3
The way forward




Section 3

Next steps for the industry

Summary

As the investment landscape in APAC has become more challenging for insurance companies to navigate, we have
outlined numerous recommendations for APAC insurers to further explore in each of the six key areas coveredin
thisreport

In particular, we see regulatory adoption and ESG integration as high priority focus areas for regional insurers, with a
need to move from a reactive, compliance-led mindset to one that is much more proactive, focused on leveraging
RBC, IFRS 9/ 17, and ESG as strategic points of differentiation (and, ultimately, to gain a competitive advantage)

We also believe there is considerable scope for insurers to further digitalise their ILP businesses, given the rising
digital-savviness of their customer base and the capability limitations of their agent network in effectively pitching ILP
products to target customers

Taking into account the insights gathered in this survey, we have outlined various
recommendations for APAC insurers to further explore

Next steps
APAC insurers

Focus area Priority Recommendations

- Proactively manage the potential adverse impacts of adopting IFRS 9 / 17 by conducting scenario analysis to understand
the implications on existing financial reporting practices, taking relevant steps to mitigate any identified risks

Regulatory
adoption

Address challenges in RBC optimisationby developing a robust optimisation framework (supplemented by relevant
technologies) and instituting appropriate regulatory initiatives (e.g. matching adjustment)

Build a proactive ESG data strategy (i.e. sourcing, cleansing, and utilising relevant internal and 3rd-party data sources)
to better enable / activate downstream ESG efforts (e.g. investment management, reporting, governance, etc.)

ESG
integration

Investment
strategy

- Design a tailored hedging strategy based on individual company's risk profile, asset & liability position, and internal
@ Hedging O capabilities, as well as key risk events to be considered in the current —-and future -economic climate

Enhance end-to-end ESG investment capabilities (e.g. thematic products, ESG / net-zero based optimisation, active
stewardship, ESG governance and reporting) by leveraging capabilities of external managers to make ESG a point
of strategic differentiation

Modernise insurance investment strategies by incorporating insurance-specific considerations (e.g. RBC risk charge,
liability matching, asset classifications under IFRS 9, etc.) into existing investment processes that ensure capital efficient
return

Explore yield enhancement opportunities through greater allocations to alternative assets (e.g. private equity / credit),
as well as international markets, leveraging the expertise of specialised fund managers, where required / available

strategy

Source external partners capable of structuring highly tailored hedging solutions that are aligned with companies' risk
management strategy and overall investment goals

Provide comprehensive training modules that cover both technical aspects (e.g. product knowledge) and professional
skills (e.g. sales / communication) to ensure that agents are fully equipped to pitch ILPs more effectively to end customers

ILP business Evaluate the business case for different ILP advisory models (e.g. full-digital, hybrid, agent-enabled), review customer
preferences, and institute necessary operating model adaptations in light of key internal constraints and external
considerations

il

Decide on the most suitable initiatives and / or functions to outsource, based on a careful evaluation of various factors,

including current breadth and depth of existing capabilities, upfront and ongoing costs, key risks, and the quality of
External vendor offerings

@ partnerships Select high performing, reputable partners who are best positioned to address key capability gaps and / or further enable

thedelivery of core value proposition(s) through providing additional functional / investment expertise and / or resource

bandwidth

@

Source: abrdn and Quinlan & Associates analysis Level of urgency: Low GGG. High
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abrdn

abrdnis a globalinvestrment company that helps clients
and customers plan, save and invest for the future. We
manage and administer £500bn of assets on behalf of our
clients (as at 31 December 2022).

We are structured around three businesses - Investments,
Adviser and Personal - focused on the changing needs of
our clients.

By diversifying the group, we are positioning ourselves for
growth in a changing investment landscape. Our focus on
four strategic priorities enables us to meet the needs of
clients across a range of markets.

Business contacts

Vivian Tang

Head of Institutional - Asia Pacific
T:+852 2103 4709

E: vivian.tang@abrdn.com

Jian Xiong

Senior Insurance Solutions
Director

T:+65 6632 2817
E:jian.xiong@abrdn.com

Sean Lee

Head of Institutional - Southeast Asia
T:+65 6632 2919

E: seanlee@abrdn.com
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QUINLAN

&ASSOCIATES

Quinlan & Associates is a leading independent strategy
consulting firm specialising in the financial services
industry.

We are the first firm to offer end-to-end strategy
consulting services. From strategy formulation to
execution, to ongoing reporting, communications, and
employee training, we translate cutting-edge advice into
commercially executable solutions.

With our team of top-tier financial services and strategy
consulting professionals and our global network of
alliance partners, we give you the most up-to-date
industry insights from around the world, putting you an
essential step ahead of your competitors.

Quinlan & Associates. Strategy with a Difference.
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Important Information

abrdn

This document is strictly for informational purposes only and does not constitute an offer to sell, or solicitation of an offer
to purchase any security, nor does it constitute investment advice, investment recommendation or an endorsement with
respect to any investment products.

Investment involves risk. The value of investments and the income from them can go down as well as up and investors
may get back less than the amount invested. Past performance is not a guide to future performance. No liability
whatsoever is accepted for any loss arising from any person acting on any information contained in this document.

Any data contained herein which is attributed to a third party ("Third Party Data") is the property of (a) third party
supplier(s) (the "Owner") andis licensed for use by abrdn*. Third Party Data may not be copied or distributed. Third Party
Datais provided "as is” and is not warranted to be accurate, complete or timely. To the extent permitted by applicable
law, none of the Owner, abrdn* or any other third party (including any third party involved in providing and/or compiling
Third Party Data) shall have any liability for Third Party Data or for any use made of Third Party Data. Neither the Owner
nor any other third party sponsors, endorses or promotes the fund or product to which Third Party Data relates.

Note: *abrdn means the relevant member of abrdn group, being abrdn plc together with its subsidiaries,
subsidiary undertakings and associated companies (whether direct or indirect) from time to time.

This document is issued by:

Australia and New Zealand: abrdn Australia Limited ABN 59 002 123 364, AFSL No. 240263. In New Zealand to wholesale
investors only as defined in the Financial Markets Conduct Act 2013 (New Zealand).

Hong Kong: abrdn Hong Kong Limited. This document has not been reviewed by the Securities and Futures Commission.
Malaysia: abrdn Malaysia Sdn Bhd, Company Number: 200501013266 (690313-D). This document has not been
reviewed by the Securities Commission of Malaysia.

Singapore: abrdn Asia Limited, Registration Number 199105448E.

Thailand: Aberdeen Asset Management (Thailand) Limited.

© 2023 abrdn.

Quinlan & Associates

Allrights reserved. This report may not be distributed, in whole or in part, without the express written consent of Quinlan &
Associates. Quinlan & Associates accepts no liability whatsoever for the actions of third parties in this respect.

The information and opinions in this report were prepared by Quinlan & Associates. This report is not financial or
investment advice and should not be relied upon for such advice or as a substitute for professional accounting, tax,
legal or financial advice. Quinlan & Associates has made every effort to use reliable, up-to-date and comprehensive
information and analysis in this report, but all information is provided without warranty of any kind, express or implied.

Quinlan & Associates disclaims any responsibility to update the information or conclusions in this report. Quinlan &
Associates accepts no liability for any loss arising from any action taken or refrained from as a result of information
contained in this report or any reports or sources of information referred to herein, or for any consequential, special or
similar damages even if advised of the possibility of such damages. This report is not an offer to buy or sell securities or a
solicitation of an offer to buy or sell securities.

© 2023 Quinlan & Associates.

For more information visit abrdn.com
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