For professional investors only – not for use by retail investors.

Sustainable investment
in European insurance
September 2021

abrdn.com

Contents
Executive summary 

3

Theme 1: Drivers

4

Theme 2: Continuous improvement

5

Theme 3: Juggling E, S and G 

6

Theme 4: Climate change leads industry innovation

9

Theme 5: The role of asset managers10

“Insurance companies are both highly
exposed to ESG challenges and,
potentially, well equipped to turn risks
into opportunities.”

2
2

Sustainable investment in European insurance

Executive
summary

The looming climate crisis and Covid-19
pandemic have highlighted environmental,
social and governance (ESG) issues as
never before. Across the financial industry,
ESG has grown from a marginal trend to a
central concern.
Given their long-term investment horizons, riskmanagement capabilities and stringent regulatory
framework, insurance companies are both highly exposed
to ESG challenges and, potentially, well equipped to turn
some of those risks into opportunities.
In 2020, abrdn commissioned in-depth research across
Europe’s five largest insurance markets: the UK, Germany,
France, Italy and Switzerland. The aim of this research was
to investigate how insurance investors are responding to
ESG challenges. The report covers current practice, future
objectives and the views of key decision-makers at 60
European insurance companies.
We identified five distinct themes:
. the ESG drivers
. a trend of continuous improvement
. the challenges of juggling the individual components
of ESG
. the influence of climate change on portfolio objectives
. and the role of asset managers.
Read on for more detail on each of the themes.
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Theme 1:

Drivers

What are the main reasons insurers
consider ESG in their investment strategies?
Overwhelmingly, it’s risk management.
Of the many drivers identified in our survey,
81% of respondents cited risk management
as the most important.
By contrast, relatively few insurance companies see ESG
as an opportunity. Only a minority of respondents (33%)
identified ESG as a marketing or business opportunity.
Most continue to see ESG as a risk factor rather than a
value creator.

But there are signs this view is changing – especially in the
life sector. With life insurers under increasing pressure from
their policyholders, some now see the benefit of using their
ESG credentials to attract clients.
“As insurers, our role is to manage and mitigate risks as
effectively as possible. Considering ESG in our investment
decisions is clearly a component of that responsibility.”
Life insurer
UK

Illustration 1: Main drivers of sustainable investment in insurance by country
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Theme 2:

Continuous improvement

No respondents have reached the end of
their ESG journey. It’s clear from our research
that European insurers continue to improve
and there’s more to come.
Innovations in ESG practices are likely to come from two
groups in particular. First are the pioneers of sustainable
investment (chiefly large firms). These companies
were the first to adopt ESG practices and remain at the
forefront. A second group of potential innovators are
‘leapfroggers’. These are typically smaller firms that have
only recently adopted ESG. But their late entry leaves them
poised to exploit the maturity of the market by innovating
through new impact or climate frameworks.

Many of the factors that have impeded ESG integration in
the past are now fading. These include a lack of reliable
data, heterogeneous methodologies and a reluctance to
embrace sustainability on the part of portfolio managers.
More structural constraints persist, however, including
asset-liability management, the search for yield and
capital requirements. This suggests that ESG is likely to
remain an input to insurers’ investment strategies rather
than its defining factor.
“It has been over ten years since we started considering ESG,
yet we are still discovering new ways to address the subject.
There is still much we do not know. It is a continuous effort to
improve our practices.”
Life insurer
France

Illustration 2: Illustrative roadmaps of insurance companies’ sustainable investment journeys
5 years ago
Improving pioneers

ESG policies
Exclusion lists

4 years ago

3 years ago

2 years ago

ESG analyses
(often score-based)

CO2
footprint

analyses

Best-in-class
screening

Controversy

monitoring

1 year ago

Physical
risk analysis


Climate stress tests

Forwardlooking analysis
(best-effort)

TCFD reporting

Shift
in strategic

positioning

Voting policy
Market followers

Impact investments

ESG policies
Exclusion lists

 SG analysis (often
E
score-based)

CO2 footprint
analysis

Physical risk
analyses

Best-in-class
screening

Controversy
monitoring

Forwardlooking analysis
(best-effort)

Voting policy
Leapfroggers

Climate stress tests
TCFD reporting
Impact investments
Raw indicator
analysis

Exclusions

ESG Integration

Stewardship

Impact

Climate

Other

Chart 1: Importance of ESG in investment strategy
(% of respondents)
24
0

Primary driver

76
20
Secondary driver

40

60

80

100

Source: abrdn ESG Insurance Survey, April 2021. ESG Insurance Survey, April 2021.

Sustainable investment in European insurance

5

Theme 3:

Juggling E, S and G

The sustainable practices adopted by
European insurance companies fall into four
broad categories, with plenty of overlap.
These are exclusion, ESG integration,
stewardship and impact and thematic
investing.

Social rising up the agenda
With the onset of Covid-19, there’s growing focus on social
issues, particularly in the context of economic recovery
and safeguarding jobs. Despite this, insurers still see
the S in ESG as less material than environmental issues.
And, there’s no consensus on how they should measure
social issues - or how to integrate social indicators into
investment strategies.

Environmental factors take the lead
Most respondents consider ESG as a single factor.
However, at the same, time, nearly all recognise there are
drawbacks to this broad-brush approach. So far, it’s the E
in ESG that dominates. Environmental issues are the most
quantifiable and immediately material of the three ESG
elements. Insurers employ all four components of the ESG
patchwork to address these issues -from coal exclusions
to engaging with companies on climate risk to investing in
climate solutions.

“ESG is an acronym that covers everything from the carbon
emissions of a company to the composition of its board to
whether its business model is aligned with what we believe
will be the world of tomorrow. It is simply too broad a
concept to be addressed as a single factor.”
Life insurer
UK

Chart 2: Main sustainable investment practices
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Illustration 3: Main sustainable investment practices
(# of respondents)
UK

Germany

Switzerland

Italy

France

Exclusions
ESG integration
Stewardship
Impact investing

Main sustainable investment practices by country
(% of respondents)
Life

P&C

Reinsurance

Exclusions
ESG integration
Stewardship
Impact investing
<25%

25% - 50%

50% - 75%

Sustainable investment in European insurance

>75%

7

8

Sustainable investment in European insurance

Theme 4:

Climate change leads
industry innovation

Of the concrete ESG portfolio objectives set
by insurance companies, almost all focus
on climate change. These include carbonfootprint reductions, allocation to green
assets and net-zero commitments.

“There is a reason why regulation is forcing climate change
up the agenda. It is clearly a systemic risk for our economy
and, by extension, for our solvency. We are seeing the
effects of climate change today. While gender equality is
perhaps equally important, it is less likely for that subject to
fundamentally redefine the way our economy functions.
It will not lead to significant stranded assets.
Climate-change risks are simply more material.”

Regulators driving climate action

Life insurer

What’s behind this focus on climate change? Primarily it’s
regulation, which puts the issue at the centre of sustainable
finance. Regulators have also facilitated climate action by
providing investors with the necessary tools to measure
risk and their contribution to the energy transition.

Switzerland

This emphasis means we are seeing an increasingly
sophisticated array of analytical tools and methodologies.
It demonstrates the industry’s innovative capabilities
and its vast potential to address the rest of the United
Nations’ Sustainable Development Goals (UN SDGs) in the
same way.
For more details on the UN SDGs visit sdgs.un.org/goals.
Chart 3: Climate-related measurable portfolio objectives
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Source: abrdn ESG Insurance Survey, April 2021.
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Theme 5:

The role of asset managers

Most European insurance companies
extend their ESG policies to their outsourced
assets as well as their own operations. And
they’re putting these issues at the core of
discussions with asset managers.
Asset managers have a pivotal role to play in the transition
to a sustainable investment model. As we’ve shown in
the chart below, lagging asset owners (‘the ESG-takers’)
look to their managers to provide the tools and support
to navigate the sustainable investment landscape.
At the same time, leading insurers (‘the ESG-makers’)
will scrutinise managers, making sure they avoid
‘greenwashing’, and ensure ESG is fully integrated into
their operations.

The rapid development of sustainable investment in
the European insurance landscape presents a clear
opportunity for asset managers to expand their roles,
including helping clients manage extra-financial risks
and contributing to solutions to the UN SDGs.
“There is an evident opportunity for asset managers to
market ESG or impact products. However, there is a much
wider opportunity to build a dialogue with us on new tools
and analyses. It can reinforce some partnerships and
weaken others.”
Life insurer
UK

Chart 4: Asset managers at the pivot of the sustainability investment transition
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Important Information
For professional investors only – not for use by retail investors.
Investment involves risk. The value of investments, and the income from them, can go down as well as up and an investor
may get back less than the amount invested. Past performance is not a guide to future results. This material is for
informational purposes only to illustrate our product development process. This should not be relied upon as a forecast,
research or investment advice.
Please note that investments referenced in this publication may not be authorised for distribution in all of those
jurisdictions in which we operate. For further information, please speak to your usual contact or visit our website
abrdn.com. The views and conclusions expressed in this communication are for general interest only and should not be
taken as investment advice or as an invitation to purchase or sell any specific security.
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”) and is licensed for use by abrdn1. Third Party Data may not be copied or distributed. Third Party
Data is provided “as is” and is not warranted to be accurate, complete or timely. To the extent permitted by applicable
law, none of the Owner, abrdn1. 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. Past performance
is no guarantee of future results. Neither the Owner nor any other third party sponsors, endorses or promotes the fund or
product to which Third Party Data relates.
abrdn means the relevant member of change to abrdn group, being change to abrdn plc together with its subsidiaries,
subsidiary undertakings and associated companies (whether direct or indirect) from time to time.

1

abrdn is a global business providing a range of services to help clients and customers plan, save and invest. abrdn group
uses different legal entities to meet different client and customer needs. Some elements of the abrdn client experience
may contain previous brand names until all brand name changes have completed.
Aberdeen Asset Managers Limited is registered in Scotland (SC108419) at 10 Queen’s Terrace, Aberdeen, Scotland,
AB10 1XL, Standard Life Investments Limited is registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL,
and both companies are authorised and regulated in the UK by the Financial Conduct Authority.
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