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Year-end is often accompanied by an uptick in Pension Risk Transfer (PRT) transactions. Accordingly, we are
updating our estimates of the potential ELP associated with commonly used insurers based on current
(10/31/22) market pricing. We developed this methodology to aid fiduciaries who are responsible for
choosing an insurer as part of PRT transactions. Our ELP formula uses a market-based approach to
measure the relative credit risk of insurers who commonly compete to sell annuities to pension plan
managers. By examining the credit spread on publicly traded, policy level securities, we can provide a
market measure of each insurer’'s default risk. Similar to our initial findings, the range of credit risk among
insurers is quite striking.

Depending on the selected insurer, we estimate that beneficiaries risk losing as much as 13.8% of the value
of their pension in the form of uncompensated credit risk. That is, for a $1b PRT transaction, beneficiaries
are at risk of an economic loss of as much as $138mm.

A detailed description of the methodology can be found in our paper “Pension Risk Transfer May be
Transferring Risk to Beneficiaries.”
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Disclaimer: By accepting this material, you acknowledge, understand and accept the following:

This material has been prepared by NISA Investment Advisors, LLC (“NISA”). This material is subject to change
without notice. This document is for information and illustrative purposes only. It is not, and should not be
regarded as “investment advice” or as a “recommendation” regarding a course of action, including without
limitation as those terms are used in any applicable law or regulation. This information is provided with the
understanding that with respect to the material provided herein (i) NISA is not acting in a fiduciary or advisory
capacity under any contract with you, or any applicable law or regulation, (ii) that you will make your own
independent decision with respect to any course of action in connection herewith, as to whether such course of
action is appropriate or proper based on your own judgment and your specific circumstances and objectives, (iii)
that you are capable of understanding and assessing the merits of a course of action and evaluating investment
risks independently, and (iv) to the extent you are acting with respect to an ERISA plan, you are deemed to
represent to NISA that you qualify and shall be treated as an independent fiduciary for purposes of applicable
regulation. NISA does not purport to and does not, in any fashion, provide tax, accounting, actuarial,
recordkeeping, legal, broker/dealer or any related services. You should consult your advisors with respect to
these areas and the material presented herein. You may not rely on the material contained herein. NISA shall not
have any liability for any damages of any kind whatsoever relating to this material. No part of this document
may be reproduced in any manner, in whole or in part, without the written permission of NISA except for your
internal use. This material is being provided to you at no cost and any fees paid by you to NISA are solely for the
provision of investment management services pursuant to a written agreement. All of the foregoing statements
apply regardless of (i) whether you now currently or may in the future become a client of NISA and (ii) the terms
contained in any applicable investment management agreement or similar contract between you and NISA.



FIGURE 2. Quantifying the Economic Loss to Beneficiaries (ELB) Due to Credit Risk

Observed Market Price of Economic Loss to Average  Market Market Assessment
Market Bond’s Risks Beneficiaries (ELB) Credit Implied of Safest Annuity
Issuer Spread! Over Treasuries  of Choosing Insurer Rating Rating Available
A) MassMutual 68 6.8% 0.0% AA AA
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(B) NY Life 77 7.7% 0.9% AAA AA

(C) Prudential 77 7.7% 1.0% AA- AA

(D) AIG 99 9.9% 3.1% A A+

(E) MetLife 118 11.8% 5.0% AA- A

(F) Principal 152 15.2% 8.4% A+ A-

(G) PacLife 152 15.2% 8.4% AA- BBB+/BBB
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(I) Athene 206 20.6% 13.8% A+ BBB- CIRCUMSTANCES

Reported spreads are as of 10/31/2022 except for PacLife which is reported as of 10/25/2022 due to limited data availability.

Calculations based on assumed liability duration of 10 years. Additional information on assumptions can be found on our website at

https://www.nisa.com/perspectives/pension-risk-transfers-prt-may-be-transferring-risk-to-beneficiaries/.

Source: Bloomberg, NISA calculations.





