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De-risking accelerates as the Pension Endgame 
comes into view
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Since 2007, there have been more than $800B in pension risk transfer 
transactions in the U.S., the U.K. and Canada alone
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$44bn
Canada All 
Transactions

$281bn
U.K. Buy-outs 
and Buy-ins

$286bn
U.S. All 
Transactions

Data in USD billions. Cumulative totals. 
Sources: LIMRA, Hymans Robertson, LCP, and SunLife Canada
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Why companies de-risk their pension plans
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The U.K. Market
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We are entering a new paradigm
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The alignment of these conditions drives the market into uncharted territory

Average funded status107.4%1

Are holding illiquid assets~66%2

Near-record market volumes£40bn-50bn2

Transactions £1bn+  10+3

Record buy-in (RSA)£6.5bn3

New insurers enter the market+14

Reinsurers to support growth11+4

Regulatory changes – Solvency II

Pandemic impacts on longevity and NHS

1 XPS Group: U.K. Funded Status as of 30 June 2023 (110%)
2 LCP: Preparing scheme assets for buyout – Illiquids and other considerations
3 Company Announcements
4 EY: New Entrants and Alternative Structures



Insurers may refine deal criteria

Reinsurers may also become more selective

The market is running near capacity

Pricing is competitive

What does it all mean?
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The alignment of these conditions drives the market into uncharted territory

Pension schemes need to be well-prepared

Smaller deals may fight for attention



Factors are aligning
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XPS Group: U.K. Funded Status as of 30 June 2023 (110%) 
Milliman: Funded Status of 100 Largest US Pension Plans as of 30 June 2023 (102.7%)

Funded status is currently high, but 
not immune to volatility
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Factors are aligning
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UK pricing remains attractive Transaction volumes are high, and insurer capacity remains 
ample – for now
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Source: Legal & General analysis. For illustration purposes. Relates to a 
pensioner only buy-in for a typical scheme of c.12 years’ duration.

Implied return relative to gilts

Source: Aon UK Risk Settlement Market Update. Data as of December 31, 
2022
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Potential for rapid growth in the near-term
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Projections forecast record-setting volumes in the next few years

Source: Lane, Clark, and Peacock in 2022 pensions de-risking report

40% of pensions schemes 
plan to fully insure in the 
next five years, and 75% have 
a buy-out as their long-term 
target.*

*Hymans Robertson Risk Transfer Report 2023



Illiquid assets pose a challenge
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As more plans move to terminate, how to handle illiquids can be a thorny question

Source: Insurance company data, as analyzed by Lane, Clark, and Peacock 
in May 2023 pensions de-risking update

Exit strategies
Primary redemption

Secondary market sale

Run-off

Pass to insurer

Transfer to sponsor

Pass to a related scheme

Strategic Options

Deferred premium

Third-party financing

Corporate loan

Split or delay transaction



Market may face capacity constraints
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Insurer-led capital raises may help

Insurers can raise capital 
themselves

While seeking new investors can help 
alleviate capital constraints, it won’t 
necessarily help with asset and human 
resources capacity.

Asset capacity

Capital capacity

Human resource capacity



Reinsurance could ease these constraints
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…or they can use reinsurance 
to manage risks

Longevity
(+ asset) risk

Reinsurance arrangements can offload longevity 
risk – and asset risk in Funded Reinsurance –
while also adding human capital in the form of 
reinsurer teams.

Asset capacity

Capital capacity

Human resource capacity



U.K. schemes’ de-risking journeys continues to drive demand for longevity swaps.
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Barclays Captive
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The U.S. Market
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2022: the U.S. buy-in and buy-out market volume was the highest ever
Market remains strong this year, and we expect continued growth in 2024.

General 
Motors

Verizon

Mature market history of U.S. funded status

U.S. buy-in and buy-out market volume
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Market pricing remains attractive.

16

Schemes that are well-prepared can take advantage of market opportunities.
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Price as a % of ABO: the lower the better.
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Emerging Jurisdictions
Regulatory changes and economic shifts are opening up Risk 
Transfer and Reinsurance markets
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The Netherlands
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The shift from a DB to DC-like framework has companies considering pension obligations

July 1, 2023
Law took effect

2025
Most DB plans transition 

and enter run-off

2028
Transition complete

Further risk transfer opportunities likely to 
arise



19

Regulatory Landscape 

For financial professional or institutional plan sponsor use only. Not for further distribution.



Regulatory landscape is 
evolving in the UK

Solvency UK changes can be grouped into the following areas

20

• Reduction in Risk Margin for LT life insurance by 65% (effective from 
December 31, 2023)

• Broader scope of matching adjustment eligibility

• Measures designed to increase competition in the BPA market

• Next Steps: Consultation paper focused on matching adjustment in 
September 2023 with changes effective in 2024

PRA focus on Funded Reinsurance

• Increased focus on systematic use of funded reinsurance

• Evaluating risks in funded reinsurance and mitigants - Collateral 
package, scenarios of a reinsurer failure
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Disclosures

This document has been prepared for discussion purposes only. This document does not constitute an offer or an agreement, or a solicitation of an offer or an agreement, to enter into any transaction (including for the 
provision of any services).  In preparing and distributing this document, neither PFI nor any of its affiliates is providing legal, regulatory, tax, investment or accounting advice. Before entering into a transaction or pursuing 
a strategy of the types described herein, you should consider the suitability of the transaction or strategy to your particular circumstances and independently review the specific financial risks as well as the legal, 
regulatory, investment, credit, tax, and accounting consequences.  This information is provided with the understanding that the recipient will discuss the subject matter with its own legal counsel, auditor and other 
advisors. 

Certain of the product concepts and case studies discussed in these materials are describing U.S. insurance and U.K. reinsurance arrangements offered, negotiated, underwritten and performed by The Prudential 
Insurance Company of America (PICA) in the United States of America, and are not intended to mean, and do not mean, that such products are being offered in any jurisdiction.

Insurance and reinsurance products are issued by PICA, of Newark, New Jersey, a wholly owned subsidiary of PFI. PICA is solely responsible for its financial condition and contractual obligations. Neither PICA nor its 
parent company PFI, headquartered in the United States, is affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated 
in the United Kingdom. PICA provides off-shore reinsurance to companies that have acquired U.K. pension risks through transactions with U.K. plan sponsors. PICA is not licensed or regulated as an insurer, nor does it 
offer insurance or reinsurance in the United Kingdom.  PICA is not licensed to write insurance or reinsurance within the European Economic Area. 

PFI’s Traditional Buy-out is a group annuity contract issued by PICA, Newark, NJ 07102. Amounts contributed are deposited in PICA’s general account. Any payment obligations or guarantees are contingent on the claims-
paying ability of PICA, and are subject to certain limitations, terms and conditions. PFI’s Portfolio Protected Buy-out and PFI’s Portfolio Protected Buy-in are group annuity contracts issued by PICA, Newark, NJ 07102. 
Amounts contributed to the contracts are deposited in a separate account established by PICA. Payment obligations specified in the group annuity contracts are insurance claims supported by the assets in the separate 
account and, if such assets are not sufficient, by the full faith and credit of PICA, subject to certain limitations, terms and conditions. Products not available in all U.S. states. 

© 2023 PFI and its related entities. Prudential, the Prudential logo, and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions worldwide.
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