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Abstract
An important component of the activity carried out by the insurance companies is the investment of the
premiums paid by policyholders in various types of assets, in order to obtain higher yields than those guaranteed by
the insurance contracts, while providing the necessary liquidity for the payment of insurance claims in case of
occurrence of the assumed risks. This research contributes to the existing literature regarding the study of investment
alternatives, with an exclusive focus on the investment in unit-linked life insurance. A special place in this study is the
comparative analysis of the main unit-linked investment programs offered by Romanian insurance companies.
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1. Introduction

Unit-linked life insurance contracts are very popular and widely used on the insurance market.
They provide either death benefit or maturity benefit or both. The benefits are linked to an
underlying asset with or without certain guarantees so that the policyholders have the opportunity
to participate in the financial market and (eventually) be protected from the downside development
of the financial market (Li and Szimayer, 2011) [10].

This paper addresses the issue of the main investment programs proposed by the Romanian life
insurance companies offering unit-linked life insurance products. Insurance companies offer a
number of types of financial instruments (as can be seen in Figure no. 1, p. 3) to which a certain
level of risk and profit are associated, and the policyholder opts for those investment programs
according to his risk aversion and willingness to earn.

The structure of this paper is as follows: Section 2 discusses some previous research on the issue.
Section 3 outlines the theoretical framework and the empirical results regarding the profitability of
these programs. Section 4 provides a summary of the main findings and some concluding remarks.
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2. Literature review

There is an extensive number of studies on the pricing, hedging and risk management of unit-
linked contracts. See for example: Boyle and Schwartz (1977) [5], Brennan and Schwartz (1979)
[7], Bacinello and Ortu (1993) [2], Boyle and Hardy (1997) [4], Tiong (2000) [14], Hardy (2003)
[9], Argesanu (2004) [1], Romanyuk (2006) [13], Boyle and Tian (2008) [6], Mao and
Ostaszewski (2008) [11], Dickson, Hardy and Waters (2009) [8], Pinon and Randrianarivony
(2009) [12], Bernard and Boyle (2011) [3], Li and Szimayer (2011) [10], etc.

3. Methods and materials applied

The investment programs of 12 insurance companies were analyzed, as follows: NN, ALLIANZ
TIRIAC, METROPOLITAN, AXA, BCR, EUREKO, GRAWE, SIGNAL IDUNA, GENERALI,
ERGO, EUROLIFE ERB and GROUPAMA.

For low risk, investment programs available to an insured person with low risk appetite, but in
steady secure, stable earnings are provided by 10 insurers, less Eurolife ERB and Groupama.

At the same time, for a medium risk profile, investment programs available to an insured person
with moderate risk appetite and relatively stable earnings are offered by 10 insurers, less Eurolife
ERB and Groupama. NN (former ING insurance company), the market leader for this segment of
clients has 3 offers.

The same generous offer of 7 out of 12 programs is subject to the subscription of potential insured
persons and those with a high risk profile. Instead, Signal Iduna comes with the highest number of
investment programs: 3 for the low risk profile, 3 for the medium risk profile and the remaining 14
for the high risk profile. The results are presented in Figure 1.

For the analyzed period of time (2014-2015), the most profitable investment programs were those
expressed in foreign currency (EURO), but also in the national currency, which held in the
portfolio of the investment fund a significant part of the shares belonging to companies listed on
the international and national stock exchanges. NN life insurance company recorded the highest
return rate of 37.99% for the NN Global Real Estate investment program denominated in the
national currency and the Signal Iduna Life Insurance Company had the highest rate of return of
62,07% for the investment program denominated in the foreign currency.

By making a comparative analysis of the less profitable investment programs proposed by the
Romanian unit-linked life insurance companies, we noticed that for the analyzed period the least
profitable investment programs are: the NN Enhanced Commodities program denominated in
national currency, proposed by the NN life insurance company with a negative rate of return of -
26,73% and the Signal Iduna HANSAgold EUR-KIlasse program denominated in the foreign
currency with a negative profitability rate of - 11,68%, offered by the company Signal Iduna Life
Insurance. All these less profitable investment funds hold a significant part of the shares of
companies listed on international stock exchange markets. In other words, the negative evolution
of these respective Romanian investment funds is correlated with the unsatisfactory evolution of
those capital markets.
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Figure 1: Comparative presentation of the investment programs proposed by the main Romanian life insurance companies according
to the associated risk degrees and the composition of the portfolio of the unit-linked investment programs

Low risk Medium risk High and very high risk
Program A B C Program A B C Program A B C
NN Bond 84,77 | 15,23 - NN Mixt25 71,38 | 3,60 | 2502% NN Mixt50 (RON)  49,30% = 1,89%  48,81%
NI(\IR\?N)cj 98/3/ 1(‘;/3/ (RON) % % NN Mixt75 (RON) = 2450% @ 132% | 74,18%
erae 0 (0] -
(USD) NN Alb (USD) <35% <0}0 <65% NN Commodity - 452%  95,48%
NN Albastru | <65% | <10% | <35% . 2 Enhanced (RON)
(USD) Allianz 6%,58 4(,)76 29,66% NN Global - 1,12% | 98,88%
Metropolitan 60- | <40% - Leu Clasic (RON) /0 /0 Opportunities
Plus (RON) | 100% : - (RON)
Allianz Tiriac 100% - - NN Global Real - 1,07% | 98,93%
Dolar-Plus (EUR) Estate (RON)
- - NN Equity (RON) - 0,66%  99,34%
Allianz Tiriac Euro- | 98,8% | 1,2% - : :
A = Investments in bonds Plus (EUR) NN Rosu (USD) ) 10% 90%
. 1 — 0, _ 0, - 0,
B = Investments in money market _ Metropphtan 10-50% | 10-50%  50-90%
) . Allianz 74,92 | 25,08 - Exponential (LEI)
instruments and securities backed by World Plus (EUR) % % AXA 25% - 75%
real estate assets Galaxy (LEI)
C = Investments in shares AXA - - 100%
Global Equity
(EUR)
AXA - - 100%
Local Equity (EUR)
Allianz 46,83% @ 4,61%  48,56%
Leu Forte (LEI)
=== === - —_———— e — e —
I A) Bonds B) Money market instruments C) Shares
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Low risk Medium risk High and very high risk
Program A B C Program A B C Program A B C
Allianz Tiriac | 100% - Allianz Tiriac 69.2% | 32% | 27,6% Allianz Tiriac 189%  31% 78%
Protective Conservator Dinamic (EUR)
(RON) (EUR) Allianz Tiriac 4,2% 33%  925%
Allianz Tiriac 87% 13% - - . : ; ; 5 World Equity
Leu Simplu Allianz Tiriac Clasic 52% 1% 47% (EUR)
(RON) (EUR) Allianz Tiriac - 18%  982%
AXA 99% 1% - Metropolitan 20-50% | 10- 20- Progresiv (EUR)
Ron Bonds Multiplu (RON) 50% 40% Allianz - - 100%
(RON) AXA 90% - 10% Europe Equity
oA BN Bt ] Planet (RON) (EUR)
uro cas
(EUR) AXA 50% T 50% BCR 10% 5% 85%
Star (RON) Fortissimo LEI
(LEI
BCR 57% 4% 39%
Fortissimo Euro
(EUR)
— : EUREKO 10% 10% 80%
A = Investments _|n bonds Ronplus (RON)
B = Investments in money market
. . EUREKO - - 100%
instruments and securities backed by Euroextra (EUR)
real estate assets _ CRAWE - - 100%
C = Investments in shares Security Romania
(RON)
——_——————— - —_——— e ——.
| A)Bonds I B) Money market instruments L C) Shares
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I

Low risk Medium risk High and very high risk >
Program A B C Program A B C Program A C
BCR 85% 15% - BCR 35% 15% | 50% GRAWE - 100%
Piano LEI Forte LEI (RON) Apollo Dinamic
(RON) BCR 85% | 10% | 5% _(EUR) y
EUREKO | 70% | 30% | - Piano Euro (EUR) Sigral duna ' 100%
rakuv
Ronsafe (RON) BCR 80% 5% 15% (RON)
0, 0, -
EUREKO 40% 60% Forte Euro (EUR) Signal Iduna 46,6% 0,2% 53,2%
Eurosafe (EUR) EUREKO 50% | 200 | 30% HI Topselect W
GRAWE 67% - 33% Ronmediu (RON) (EUR)
Apollo 5 Signal Iduna - 0-15%  85-100%
Conservativ EUREKO 100% ) ) Global Balanced
(EUR) Euromedium (EUR) Class A EUR ND
EUREKO 100% - - (EUR)
Europlus (EUR) Signal Iduna - 7,5% 92,5%
GRAWE 33% - 67% HAl\ééﬁ%mpa
Apollo Echilibrat Signal Iduna - 2,4% 97,6%
A = Investments in bonds (EUR) S| '?éiﬁf)'e"t
B = Investments in money market Signal Iduna - 0,2% 99,8%
instruments and securities backed by HI Topselect D
(EUR)
real estate assets _ Signal Iduna - 100%
C = Investments in shares HANSAgold,
EUR-Klasse
(EUR)
I A) Bonds I B) Money market instruments |_ C) Shares |
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I

Low risk Medium risk High and very high risk >
Program A B C Program A B C Program A B C
Signal Iduna | 0-100% | 0-100% - Signal lduna 0-50% | 0-50% | 50% Signal Iduna - - 100%

Konservativ Komfort Asia_(Ex. Japan)
(RON) (RON) Equity Class A
Signal Iduna | 100% - - Signal Iduna 97,7%  2,3% - EURND (EUR)
HANSAZI ; ) Signal Iduna - - 100%
ZIns HANSAInternational China Equity Class
_(EUR) (EUR) A EUR ND (EUR)
Signal Iduna - 100% - Signal Iduna - 80 - 0-20% Signal Iduna - - 100%
HANSAgeldma Strategic Income 100% Emerging Europe
rkt Class A EUR ND and Mediterranean
EUR Equity Class A
(EUR) (EUR) EUR ND (EUR)
Signal Iduna - - 100%
Emerging Markets
Equity Class A
- EUR ND (EUR)
A = Investments in bonds Signal Iduna - - 100%
B = Investments in money market HANSAsecur
i d securities backed b (EUR)
Instruments and securlities backed by Signal Iduna i i 100%
real estate assets Indian Equity Class
C = Investments in shares AEUR ND (EUR)
Signal Iduna - - 100%
Asia (Ex. Japan)
Equity Class A
EURND (EUR)
—_———— - . —_—— = ——
| A) Bonds I B) Money market instruments L C) Shares |
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—

Low risk Medium risk High and very high risk
Program A B C Program A B C Program A B C
Generali 25% 75% - Generali 75% 25% - Generali 0-25% = 0-25% 75%
C(cggc’i\?)nt Armonie (RON) Activ (RON)
1 0, - - p
Garant 5 (RON) ERGO Live 70% - 30% inamic (EUR)
Invest Moderat ERGO Oportun - - 100%
(EUR) (EUR)
ERGO Live 50% - 50% Eurolife ERB EFG - 20% 80%
Invest Echilibrat Invest Control
(EUR) (EUR)
Eurolife ERB EFG - 5% 95%
A = Investments in bonds Invest 1 (EUR)
B = Investments in money market Eurolife ERB ) ) 100%
. . Perspective pentru
instruments and securities backed by banii tai (RON)
real estate assets Groupama 5 Plus - - 100%
C = Investments in shares (RON)
Groupama Protege - - 100%
Invest (RON)
P ———————— _ — e — —
I A) Bonds I B) Money market instruments |_ C) Shares |

Source: The author’s own computation based on the reports of insurance companies: NN, Allianz Tiriac, Metropolitan, AXA, BCR, EUREKO, GRAWE, Signal Iduna,
Generali, ERGO, Eurolife ERB and Groupama.

85


http://jrtmed.uccm.md/

ISSN 2345-1424 http://jrtmed.uccm.md E-ISSN 2345-1483

Figure 2: Evolution of return ratios of unit-linked investment programs (in RON and EUR) and stock indices (in RON and EUR) in

2015 as compared to 2014
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4. Conclusions

Unit-linked life insurance contracts are popular and widely used on the insurance market. Figure 2
shows the comparative evolution of the performance of investment programs and of the main stock
indices on the Romanian capital market for the analyzed period - the end of the first quarter of
2015 as against the end of the first quarter of 2014.

After the immediate period following the Global Financial Crisis, it was observed that the
depreciation of unit-linked fund units was lower than the fall in the value of the main stock market
indices of the Bucharest Stock Exchange. The reason for which the Romanian unit-linked
investment programs suffered a lower depreciation compared to the stock indices is the fact that
the life insurance companies that launched these insurance-investment products have avoided
investing 100% of the capital in the shares of the companies listed on the stock exchange markets.

During the analyzed period we can notice a revival of the Romanian stock market and, implicitly,
an improvement of the evolution of the main investment programs denominated in national
currency and in foreign currency - euro. At the same time, investment programs that are above or
below the increase in stock market indices of the Bucharest Stock Exchange are those investment
programs denominated in foreign currency and whose asset portfolios contain shares and
derivatives on international stock markets.
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Rezumat
O componentd importantd a activitatii desfasurate de catre companiile de asigurari este plasarea primelor
de asigurare in diferite tipuri de active cu scopul de a obtine randamente mai mari decdt cele garantate de contractele
de asigurare, oferind in acelasi timp lichiditatea necesard pentru plata creangelor de asigurare, in caz de aparitie a
riscurilor asumate. Aceastd cercetare contribuie la literatura existenta privind studiul alternativelor de investitii,
acorddnd o atentie exclusivd investitiei in asigurarea de viata unit-linked. Un loc special Tn acest studiu 1l are analiza
comparativa a principalelor programe de investitii unit-linked oferite de companiile de asigurari din Romania.

Cuvinte-cheie: companii de asigurare, produse unit-linked, programe de investitii, instrumente financiare.

Annomayusn

Baocnoii  cocmasnsoweri  0esmenvHOCU  CIMPAX08bIX KOMNAHUL  A6AA€MCs  UHEECMUpPO8anue npemull,
BHINIAUUBAEMBIX OCPAHCAMEIMU CMPAXOBbIX NONUCO8, 6 PA3NIUYHbIe 6UObl AKMUB08, C YElbl0 NOayueHus 0olee
8bICOKOU O00XOOHOCU, YeM ma KOMOpas 2apanmuposana 002080pamu CMpaxo8anus, Hpu 2Mom obecneuusas
HeoOX00UMYI0 TUKEUOHOCHb OJIsl GbINAANMbL CIPAX0BLIX 00I3AMENbCME 8 CAYYae GO3HUKHOGCHUSI NPEONnoaazaemblx
puckos. [Jauwnoe uccreoosanue npedcmagisiem —OONOJHEHUE K  CYWECMEYIOWUM  UCMOYHUKAM — U3VYeHUs.
UHBECMUYUOHHBIX ATILIMEPHANUE C UCKTIOUUMENbHOU opueHmayuel Ha uneecmuyuu no cmpaxosanuto Unit-linked.
Ocoboe mecmo 8 UCCIed08aHUU YOeNeHO CPABHUMENIbHOMY AHAIU3Y OCHOBHBIX UHBECINUYUOHHLIX NPOZPAMM,
ceszannwix ¢ npooykmamu Unit-linked, npeonacaemoie pymoinckumu cmpaxosvimu komnanusmiu.

Knrouegvie cnoga: cmpaxosvie komnanuu, npooykmul unit-linked, uneecmuyuonnsie npoepammel, Qunancosvie
UHCIPYMEHMbL.
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