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Assets Liabilities

The life insurance balance sheet –
key levers for performance & risk

Real estate

Bonds 
and cash

Equity

Client buffers
Capital
Subordinated loan 

Insurance 
reserves 

MtM in Sweden 

Combination 
in Norway
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Impact on rating and 

pricing of debt

Impact on 

competitiv
e positio

n Constraints for 

short-term hedging

Value propositi
on to
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areholders

Qualitative 
level

1. Policyholder 
expectations

2. Solvency and 
new regulations

4. Shareholder 
value

3. Earnings 
volatility

Framework for balancing the objectives 
in risk management

Quantitative 
level

Policyholder 

Policyholder 
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guarantees

guarantees

Stress tests (e.g. 

Stress tests (e.g. 

traffic light)
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Accounting, P&L 

Accounting, P&L 

and earnings

and earnings quality
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Risk
management

trade-off
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Result sensitivity
- Risk management limits downside
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2008

2009

6.5% 
expected
return

6.2%
expected
return

Note: Market return is based on 2009 expected asset allocation for each underlying portfolio. On average this involves 
expected return of 6.2% (4.7% net of building buffers), and running yield of 5.5% (4.6% net of building buffers). 
Average guarantee level for portfolios with guarantees is 3.5%, and at this point portfolios with guarantees have 3.5% 
return. "0% return" point means all customer portfolios have 0% return, while company portfolio has 
3.5% return. Result to owner in upside market limited by expected priority to build long term buffer capital.            
2010 levels if normalised 2009 results (Figures on x-axis refers to 2009 levels).
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Structure of financial risks –
Swedish profit & risk profile

Profit sharing contingent 
on:

-Asset return in each of the 
guarantee groups > 
guarantee on annual basis

-To be expected for P250 and 
P300 from 2009

-Asset return in DB > 
guarantee of 3.5% plus 
Swedish CPI on annual 
basis, providing that 
consolidation is > 105%

-Not to be expected for 
2009/10

Risks associated with:
-Segments without buffer 
capital

-Duration gaps

Opportunities associated 
with:

-Alternative assets and 
equities

-Rising interest rates

Risk management focused 
on:

-Mitigating equity volatility 
where there are no buffers

-Controlling all other gaps

-Duration matching issues 
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CPPI risk management

Actively managing the risk profile –
Norwegian equity risk
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Risk Adjusted share of equity Cumulative Buy/Sell

Reduction is a 
combination of 
selling futures short 
and selling off equity

Q1
2008 

Q3
2008 

Q2
2008 

Q4
2008 

Example: One 
profile - Norway
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Actively managing the risk profile –
Swedish equity and interest rate

Defined Contribution portfolio

Defined Benefit portfolio

Reduced exposure 
to equity markets

Q4 2008Q1 2008 Q2 2008 Q3 2008

Actively reducing basis risk within portfolio

Equity exposure actively managed

Duration significantly 
increased

Further management of 
equity risk exposure

Purchase of 
swaptions

Guarantee Groups

Introduced 
CPPI 

Introduced
CPPI

Introduced revised 
CPPI

Duration significantly 
increased

Example: Sweden

Q4 2007

New investment 
policy introduced

Introduce revised 
CPPI

New investment 
policy introduced
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After introduction of GG – Allocation per 
October 1st

Actively managing the risk profile –
guarantee groups implemented 

32 %

58 %

10 %

P250 P300 P520

24 %

71 %

5 %Equities

Bonds

Alternative
investments

Pre GG
September 30th

Expected return per asset class: Equities 8.4%, Bonds at given discount rate, Alternative investments 8.8%

18 %

77 %

5 % 4 %

93 %

3 %

5.4%6.2% 4.8%5.7%Expected 
return:

Discount 
rate:

4.5%4.5% 4.5%4.6%

SEK41.6 BNVolume: SEK7.2 BN SEK18.6 BN SEK15.8 BN

All new sales
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Actively managing the risk profile –
further reducing equity allocation

15%

75%

10%

P250 P300 P520

Equities

Bonds

Alternative
investments

9%

86%

5%

96%

2%2%

4.6%5.1% 4.2%Expected 
return:

Discount 
rate:

4.0%4.0% 4.0%

After introduction of GG – Allocation per 
November 3rd

Expected return per asset class: Equities 8.4%, Bonds at given discount rate, Alternative investments 8.8%

All new sales
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Actively managing the risk profile –
aligning risks with required returns
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2008-09-30 2008-10-14 2008-10-28

P250 P300 P520

Guarantee Groups’ portfolio asset returns
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Managing remaining risks –
Interest rate convexity in Sweden
Illustration of interest rate convexity for defined benefit business 

Change in interest rate level
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“Double guarantee” reduces earnings if interest rates 
suddenly rise or fall

Technical provisions 
appreciate relative to asset 
value

‘Policyholder fund’ value 
remains stable, asset value 
falls
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Managing remaining risks –
Interest rate convexity in Sweden
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Illustration of actions to reduce interest rate convexity

As interest rates gradually shift 
from their current position the 
portfolio is dynamically 
rebalanced

Financial instruments are 
used to reduce some of the 
asset convexity in the 
results

Change in interest rate level
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-17.5

-13.5

-11.6

-10.2

-9.4

-9.4

-9.3

-7.4

-7.1

-5.8

-5.6

-4.8

-2.9

-1.3

0.7Nordea Trygg

SEB Nya

Storebrand SE

SPP DB

SHB Liv

SPP DC

AMF

Alecta

Nordea Tillväxt

Skandia Liv

Swedbank

SEB Gamla

LF Liv

Alecta Optimal

LF Nya Världen

Average: -7,7

Impact of risk management actions –
SPP relative to Swedish competitors

%

Note: Return on investments pr 09-30-2008
Source: Pension Online and Company Reports

A
sse

t re
tu

rn
s



15

Key takeaways –
risk management through and post crisis

Storebrand has a strong risk management framework 
to manage critical trade-offs

Focus in risk management is now on capital 
preservation 

Significant steps in risk management taken during 
2008 (CPPI, guarantee groups, reduced duration 
gaps)

Robust plans for further risk management measures 
over the next 12 months
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Utilise scale and realise synergies
(Idar)

1

Travelling the Road to Nordic Leadership

Risk 
management
through and 
post crisis  
(Frederic)

3

Capturing 
value in the 

Swedish 
market 
(Sarah)

5
Growth and value creation in 

Storebrand Investments
(Hans)

6

Manufacturing New business

RISK MITIGATION

COST AND 
PRODUCTIVITY

UTILISE SCALE AND REALISE SYNERGIES

CAPITAL EFFICIENT
GROWTH IN NORWAY

REPOSITIONING, GROWTH &
VALUE CREATION IN SWEDEN

“Road to Nordic Leadership”“Road to Nordic Leadership”

Life 
insurance as 

a solid 
platform for 
continued 

value 
generation
(Odd Arild)

2

Capturing 
value in the 
Norwegian 

market 
(Lars)

4



17

This presentation may contain forward looking statements, including such statements within the 
meaning of Section 27A of the US Securities Act of 1933 and Section 21E of the Securities 
Exchange Act of 1934. These statements concern or may affect future matters, such as the 
Storebrand Group's economic results, business plans and strategies, and are based upon the 
current expectations of the management. By their nature, forward-looking statements involve 
risk and uncertainty because they relate to future events and circumstances, including, but not 
limited to, Norwegian, Swedish and global economic and business conditions, the effects of 
continued volatility in credit markets and of further write-downs and credit exposures, market 
related risks such as changes in interest rates and exchange rates, the policies and actions of 
governmental and regulatory authorities including classification of financial instruments for 
regulatory capital purposes, changes in legislation, the further development of standards and 
interpretations under International Financial Reporting Standards (IFRS) applicable to past, 
current and future periods, evolving practices with regard to the interpretation and application of 
standards under IFRS, the outcome of pending and future litigation and the impact of competition 
– a number of which factors are beyond the Storebrand Group’s control. These and other factors 
might cause actual results and events to differ materially from the expectations expressed in or 
implied by such forward looking statements. Storebrand assumes no responsibility to update any 
of the forward looking statements contained in this presentation.
The information, statements and opinions contained in this presentation do not constitute a public 
offer under any applicable legislation or an offer to sell or solicitation of an offer to buy any 
securities or financial instruments or any advice or recommendation with respect to such 
securities or other financial instruments.
The information contained in this presentation is subject to, and must be read in conjunction 
with, all other publicly available information, including, where relevant any fuller disclosure 
document published by the Storebrand Group. Any person at any time acquiring the securities 
must do so only on the basis of such person’s own judgement as to the merits of the suitability of 
the securities for its purposes and only on such information as is contained in public information 
having taken all such professional or other advice as it considers necessary or appropriate in the 
circumstances and not in reliance on the information contained herein. 
Information in this presentation relating to the price at which investments have been bought or 
sold in the past or the yield on investments cannot be relied upon as a guide to future 
performance

Important notice:


