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Assessment of Pension Risk Transfer (PRT) providers' creditworthiness is critical, yet considerably
more difficult given developments in the PRT market and the opaqueness and financial
engineering often involved.

To aid fiduciaries choosing an insurer as part of a PRT transaction, NISA developed an additional
tool that uses spreads on insurer FABN issuance to estimate the composite view from market
participants regarding the relative riskiness of insurers. In the analysis, the resulting potential
Economic Loss to Participants (ELP) ranged close to 14 %.

With current annual PRT transactions running around $40b, NISA's analysis suggests beneficiaries
could be harmed by as much as $5b annually in the form of uncompensated credit risk to
lower-quality insurers. Coverage of this topic has increased recently. Please see below:

Chief Investment Officer “"Pension Risk Transfers: What to Watch Out For" Will the PRT be
financially solid? Will the sponsor be left worse off? How will transferred beneficiaries fare?

"NISA Investment Advisors, an asset management firm known for its research capabilities,
examined the fixed-income securities that nine of the top PRT providers issued and their spread
over five-year Treasurys, as of August 31, 2022. NISA analysts believe, reasonably, that the


https://nisa-live.local/perspectives/pension-risk-transfers-prt-may-be-transferring-risk-to-beneficiaries/
https://www.ai-cio.com/in-focus/shop-talk/pension-risk-transfers-what-to-watch-out-for/).

providers' portfolios have not changed much since then."”

Pensions & Investments "Questions Arise on Whether More is Better in PRT Market"” Alts
manager-backed insurers enter industry, with safety in spotlight.

"Sen. Chris Murphy noted the Department of Labor hasn't updated their PRT guidance in almost 30
years, creating risks for workers."

To download a PDF version of the Chief Investment Officer article, click here.
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Disclosure Information

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.



