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SVIA Finishes Annual Survey Covering 2012

By Gina Mitchell

VIA’s Annual Stable Value Investment and

Policy Survey, its most comprehensive sur-

vey, confirmed the positive trends found in
most defined contribution plan asset allocation
and stable value investments surveys. The annual

Plans and Assets Under Management

tion plans. Interestingly, 403(b) plans increased
and 401(k) plans declined when compared to
2011 data. This can be attributed to the strong
growth of the life insurance company accounts
management sector as well as survey participa-
tion, since survey participants
can vary from year to year.

2012 Total 2011 Total % Change ’l'he overall net return
Stable value assets managed (millions) $701,326 $645,554 8.6% f
or stable value fell from 3.18
Number of plans 189,361 159,000 19.1% 3

survey, which covers 38 stable value manag-
ers, reported that assets under management in

percent in 2011 to 2.97 per-

cent in 2012, which reflects
the declining interest rate environment. How-
ever, stable value returns still compare favorably

2012 had risen to $701 o i
billion, which is up by Stable Value Contract Allocation
2012 Total 2011Total % Change
8.6 percent from 2011.
Furth h ! Cash or short-terms 5.72% 5.18% 10.5%
urther, the annual sur- Traditional GICs/BICs 2.06% 464%  -55.6%
vey found this increase General Account IPG or similar vehicle 36.57% 37.71% -3.0%
was experienced by Wrapped buy & hold assets 0.25% 0.48% -49.1%
all three management Wrapped assets managed to a fixed horizon 1.37% 1.34% 2.0%
segments: individu- Wrapped actively managed evergreen assets 38.38% 44.16% =13.1%
ally managed accounts Assets with separate account wraps 9.38% 6.37% 47.4%
ﬁ,. b & 1 ’ Market-valued assets 0.00% 0.00% 0.0%
which generally cover Other 6.28% 0.12%  5229.0%

large plans, grew by

2.9 percent, pooled funds, which generally cover
small to mid-sized plans, grew by 0.8 percent,
and life insurance company accounts, which
cover all-sized plans with their product offerings,
grew by 17 percent. Based on the annual survey,

Duration and Credit Quality

to money market returns for the same period.
The annual survey reported similar trends
as SVIA’s Quarterly Characteristics Survey
with respect to some metrics, but not all. The
annual survey found that the credit quality of
the underlying investments
decreased overall with survey

2012 Total 2011 Total % Change participants reporting AA
Modified duration (years) 3.74 3.67 1.9% or Aa2 or better on average
Credit quality, S&P ratings 7.92 8.07 -1.8% using both S&P and Moody
Credit quality, Moody's ratings UER 8.15 -2.4% ratings, whereas the quarterly

stable value comprised 14 percent of all
defined contribution plan assets in 2012.
Plan assets in the survey were pre-
dominantly defined contribution plan as-
sets with 401(k) at 55 percent, 457 plans
at 8 percent, and 403(b) at 31 percent
in 2012. The remaining 5.4 percent was
comprised of other tax-deferred savings
plans such as 529 tuition assistance plans,
Taft-Hartley plans and defined contribu-

survey shows credit quality

Types of Assets Invested in Stable Value

2012 Total 2011 Total % Change

401(k) 55.39% 62.77% -11.8%

457 8.56% 8.78% -2.6%

403(b) 30.66% 20.66% 48.4%

529 1.61% 1.10% 45.7%

Taft Hartley 0.50% 2.27% -77.8%
Defined Benefit 0.02% 1.66% -98.6%
Other 3.26% 2.76% 18.2%

edging upwards towards AA+ or Aal. The annual
survey also found that duration had increased
from 3.74 years in 2012 from 3.67 in 2011, and
the quarterly survey reported a similar trend. The
variations can be attributed to the fact that the
annual survey covers both a larger and broader
array of stable value products, whereas the quar-
terly survey covers 23 synthetic GIC stable value
managers.

The annual survey found that the underly-
ing portfolio allocation continued to vary based
on the management segment. Overall the annual
survey found that the average allocation in 2012
for stable value products was 5.7 percent in cash,
38.6 percent in GICs and general account prod-
ucts, as well as 49.4 percent in wrapped assets.

Understanding the Insurance Side

of Stable Value
continued from page 9

insurer to spell out alternative or replacement
language that could have a material effect on the
risks being assumed by the insurer.

The actuarial form documents that the con-
tract adheres to capital reserve requirements for
the state, Sample said. It also provides space for
an insurer’s actuaries to sign off on the soundness
of the product being reviewed, including, in the
case of separate account stable value products,
confirmation that risk charges being paid to the
general account are adequate.

Insurers domiciled in New York, Sample
said, also are required to file a self-support
memorandum in which its actuaries attest that
the contract is self-supporting under reasonable
assumptions about interest rates, mortality and
expenses. That memo also delves into multiple
facets of the contract: product risks, risk mitiga-
tion provisions, pricing assumptions, anticipated
investment returns, risk charges, expenses and
profits. California has special requirements, too,
he said, including a statement indicating why

continued on page 11



