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Schroders’ involvement 
in the ILS market

– Global asset manager with responsibility for 
$546.7 billion1 of assets across a broad range 
of asset classes

– ILS launched in 2007 by Secquaero Advisors, 
now a member of the Schroders group

– In excess of $2.9 billion2 across a range of ILS 
strategies

– Life ILS asset base of ca. $1 billion2

– One of the few institutional ILS offerings

1 As at 31 December 2018.
2 As at 28 February 2019. 
Source: Schroders



The role of ILS capital in the insurance industry
Enhancing the efficiency of insurance and reinsurance markets

Source: Schroders. Images: freepic.com and dreamstime.com.
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The role of ILS capital in the life insurance industry

Typically cheaper than 
equity, more expensive 

than debt

A hybrid form of capital 
for the

life (re)insurance industry 
providing liquidity, risk 
capacity and/or capital 

relief

Natural role to play 
alongside reinsurance,  

debt and equity markets
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Source: Schroders



Accumulation of life risks

Source: Schroders
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Institutional
investors

Global
life
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Life
ILS 

market

A successful Life ILS investment strategy must consider
the appetite/objectives of both investors and the life industry

Meeting the needs of both investors and industry
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What Schroders’ investors
seek from Life ILS

– Diversification against traditional assets

– Attractive risk-return profile relative to 
traditional assets:

– Appropriate risk premium

– Appropriate illiquidity premium on long-dated, 
illiquid transactions

– Suitable cash flow profile to back long-
duration (e.g. pension fund) liabilities

– Alignment of interests with sponsor

– Increasing focus on ESG-, ethical- and impact-
related investments

Source: Schroders



Accumulation of life risks
Key themes driving life transaction activity

Source: Schroders
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Increasing industry awareness of Life ILS

Global regulatory change

Mortality / morbidity risk transfer

Longevity risk transfer

Structured settlements

Life settlements

New business / commission financing

In-force financingG
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Lapse risk transfer

North America Europe Australasia

Start-up capital / growth financing

Asset-intensive / run-off block transactions



Accumulation of life risks

Source: Schroders
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Life ILS investment 
universe

Standalone
mortality

risk

Value of In-Force 
(VIF) securitisation

Standalone 
morbidity

risk

Standalone
lapse risk

Reserve financing

“Other” life risks

Schroders’ current investment focus for Life ILS 



Typical structures: transfer of mortality, morbidity & lapse
Risk transfer through collateralised reinsurance or swap arrangements

Source: Schroders
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1. Reinsurance or swap agreement
2. Subscription agreement

*Swaps can in certain circumstances be written directly with an ILS fund
**Coupons consist of risk premiums and interest on collateral

Coupons**

Cedant /
sponsor

SPV
ILS fund(s) 
& investors

Original principal 
via issued 
securities

Payout on trigger

Reinsurance or 
swap* premiums

Redemption 
paymentCollateral 

account



Typical structures: VIF securitisation
Typically securitised reinsurance but can take other forms

Source: Schroders
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1. Reinsurance agreement
2. Subscription agreement
3. Optional retrocession agreement, 

transferring risk benefits

Original principal 
via issued 
securities

Cedant SPV
ILS fund(s) 
& investors

Interest & 
amortising 
principal 

distributions

Reinsurer

Up-front 
reinsurance 
commission

Reinsurance 
premiums
(interest / 
principal 

repayments)



– This document contains confidential and proprietary information. It is being made available to selected recipients only and is solely for the information of 
such recipients. This document may not be reproduced or distributed or passed on to any other person in whole or part for any purpose without the 
written consent of Schroder Investment Management (Switzerland) AG.

– This document does not address the investment objectives or financial situation of any particular person or legal entity. Investors should seek independent 
professional advice and perform their own analysis regarding the appropriateness of any investment described herein.

– Schroder Investment Management (Switzerland) AG does not make any representation or warranty, express or implied, as to the accuracy, completeness 
or updated status of such information. Some of the statements in this document may be forward-looking statements or statements of future expectations 
based on currently available information and on assumptions, which may or may not be stated in this document and which may not prove accurate. Such 
statements and underlying assumptions are naturally subject to risks and uncertainties. Factors such as the development of general economic or socio-
economic conditions, future market conditions, mortality rates, unusual catastrophic events, changes in the capital markets, quality of data and other 
circumstances may cause the actual events or results to be materially different from those anticipated by such statements.

– Some information quoted was obtained from external sources we consider to be reliable. No responsibility can be accepted for errors of fact obtained from 
third parties, and this data may change with market conditions. Third party data is owned or licensed by the data provider and may not be reproduced or 
extracted and used for any other purpose without the data provider's consent. Third party data is provided without any warranties of any kind. The data 
provider and issuer of the document shall have no liability in connection with the third party data.

– Neither Schroder Investment Management (Switzerland) AG nor its affiliated companies nor its or its affiliates, directors, officers or employees will be liable 
to anyone for any decision made or action taken in conjunction with the information in this document or for any related damages.

– This document serves information purposes only and does not constitute or form part of an offer or solicitation to acquire, subscribe to or dispose of, any 
investment or enter into any transaction.

Disclaimer
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Source: Schroders
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