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French life insurers see continued outflows in 
2012: a profitability challenge, but not yet a 
liquidity issue 
  

In the first four months of 2012, the French life insurance industry continued to report 
negative net flows, the result of both structural and cyclical reasons, which we expect will 
persist in the coming quarters. 

Although the trend of decreasing inflows and increasing outflows is affecting all market 
participants, the net flows (gross inflows less gross outflows) position varies by company. Net 
outflows will continue to be more significant for some insurers, especially those specialising 
in the affluent segment and selling through non-proprietary networks. 

We reiterate our opinion that the reported net outflows do not constitute a liquidity problem 
for the industry at this stage. However, net outflows do create a medium-term profitability 
challenge, at a time when there are limited opportunities to find alternative sources of 
revenues and profits. A significant increase in outflows in the coming quarters would add 
more pressure on life insurers’ profitability, although this is not our central scenario. 

In January 2012, we maintained a negative outlook on the French life insurance sector. 
Please refer to Moody’s Industry Outlook, “French Insurance: Turnaround of P&C results, 
continued pressures for the life sector”, for more details. 

Continued net outflows in 2012 

In the first four months of 2012, the French life insurance market continued to report 
negative net flows (-€2.1 billion1). This is explained by both structural and cyclical reasons, 
which we expect will persist in the coming months: 

» High level of competition with banks resulting from (i) a low interest rate environment 
and the resulting limited attractiveness of insurance policies and (ii) anticipation of new 
legislations (such as Basel III). This high level of competition is illustrated by the very 
high net inflows recorded on banking regulated products (Livret A and LDD). In the 
first quarter of this year, these products recorded €11.5 billion of net inflows2. The pre-
election promise by the recently elected president François Hollande to double the 
ceiling on these regulated products may create more short-term competitive pressure on 
insurance inflows if and when this measure is adopted. 

                                                                        
1  Source: Fédération Française des Sociétés d’Assurance (FFSA),  
2  Source: Caisse des Dépôts et Consignations (CDC). 
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» Weak economic environment which tends to limit households’ ability to save and to increase the 
use of existing savings to support consumption. We expect economic growth to remain muted for 
2012 and 20133. 

» Ageing population, with a resulting structural increase in the use of savings by retired individuals. 

» Uncertainties regarding potential changes in the fiscal rules related to life insurance. The recent 
election of president Hollande has increased the probability of fiscal changes in the life insurance4 
sector, which will not support sales of life insurance savings in the short-term. 

» Worries about the financial strength of the financial sector, partly related to the euro area 
sovereign crisis. We believe that the industry has been able to demonstrate its resilience and its 
capacity to absorb the default of Greek government bonds without compromising policyholders’ 
interests, which is positive. However, as long as the sovereign crisis persists, so will policyholders’ 
worries. 

Not all Players are Affected to the Same Extent, Reflecting Client and 
Distribution Mix 

We expect all players to continue to suffer from depressed inflows of a more or less equivalent 
magnitude, as we believe the competition between banks and insurers not only affects subsidiaries of 
banks or insurers selling through banking partners, but all players, just as the entry of banks in the life 
insurance market benefited all players in the past, and the weak economic environment affects all 
households.  

The affluent segment could nonetheless be more reluctant to invest in life savings products in light of 
fiscal and sovereign uncertainties, which may over time have a larger effect on companies targeting this 
segment. 

The level of gross outflows also differs with targeted clients, while the distribution mix plays an even 
greater role in the ability of insurers to retain clients. 

This is why the level of net flows varies significantly by player, as illustrated in exhibit 1.  

FIGURE 1 

Net flows reported by selected large French life insurers 

 Net flows Q1 2012 Net outflows as a % life liabilities 

CNP -€300 million 0.1% 

AXA France € 0.0 billion 0% 

Generali France -€888 million 1.1% 

Allianz France -€200 million 0.3% 

French market -€2 billion 0.1% 

Source: financial presentations and reports, FFSA, Moody’s 

                                                                        
3  In our central scenario, we expect a growth in French GDP between -0.5% and +0.5% for 2012, and between 0.5% and 1.5% for 2013. Please refer to “Update to Our 

Global Macro-Risk Outlook 2012-2013: Modest Growth and Resurfacing Oil Price Risks”, April 2012, for more details. 
4  One of Mr Hollande’s promises was to align the tax rate on savings with the tax rate on revenues, which would imply an important reform of tax rules on savings, 

including tax rules on life insurance policies. 
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The most affected insurer amongst the companies that we rate has been Generali France (A1 IFSR, 
negative outlook). Generali France traditionally targets the affluent segment, which is more financially 
educated and therefore responsive to uncertainties on both fiscal changes and the effect of the 
sovereign crisis on insurers. The problem is compounded by the high weight of non-proprietary 
networks in the company’s distribution mix, as Generali France’s main distribution channels are 
brokers or independent financial advisors and banks. 

Allianz France (Aa3 negative) has also been affected for the same reasons, although the weight of 
proprietary channels is more important here. 

AXA France’s (Aa3 negative) balanced net flows result from the positive inflows reported in the 
Protection and Health business which have offset the negative outflows in the savings business – AXA 
Group reported €1.4 billion of net outflows in its general account savings business, mainly in Italy and 
in France. 

CNP (not rated) reported a very low level of outflows, lower than the market average, which we 
believe is essentially linked to the company’s focus on the mass segment and the low responsiveness of 
such clients to external factors. 

Not a Liquidity Issue at this Stage 

As shown in exhibit 1, the level of outflows reported by the French market remains moderate at this 
stage. Outflows reported in the first three months of 2012 only represented 0.1% of French life 
insurance liabilities. On an annualised basis, that would only represent 0.6% of liabilities. 

Even considering a more extreme scenario, such as the level of outflows reported in December 2011 (-
€3.8 billion, the worst month in 20115) is repeated over 12 months, that would only represent around 
3% of liabilities. 

We consider that this level of outflows would not represent a liquidity issue for the French life industry 
over the short-term, as this would be largely absorbed by cash holdings and investment flows (coupons, 
dividends, rents) collected by companies on a regular basis. 

In our view, the main liquidity risks for the French life industry would be: 

» Crisis of confidence with respect to one or several players.  If insurers’ capital levels fall materially 
and face regulatory intervention,  this would create reputational issues for all life players and could 
provoke a surrender shock. 

» A spike in interest rates, which could result in a sharp increase in surrender rates. 

As mentioned above, the industry demonstrated its ability to cope with the Greek sovereign default, 
which did not lead to material concerns for insurers’ solvency. Nonetheless, an aggravation of the 
sovereign crisis could increase this risk again. Similarly, a spike in rates cannot be entirely ruled out, 
although this is not our central scenario. 

In the current low interest rate environment, we believe the competition between banking products 
and insurance products will remain limited to inflows, and therefore we currently do not expect a 

                                                                        
5  Source: FFSA. 
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massive reallocation of households’ existing savings from insurance products to other products. Please 
refer to our latest Industry Outlook on French Insurance (“French Insurance: Turnaround of P&C 
results, continued pressures for the life sector”, January 2012) for more details. 

Medium Term Profitability Challenge 

In the short-term, lower revenues have a moderately negative impact on insurers’ profitability, as most 
of the earnings are generated from the stock of liabilities. However, in the medium term, given our 
expectation of a structural increase in outflows, if the current trend continues, the stock of liabilities 
will start to decrease6, placing more pressure on insurers’ profitability. 

The challenge for the French life market is to find alternative sources of revenues and profits, for 
example protection and health business, to offset the reduction in savings revenues, but this appears 
difficult in the short-term (please refer to our latest Industry Outlook, “French Insurance: Turnaround 
of P&C results, continued pressures for the life sector”, January 2012). 

Higher Pressure If Trend Accelerates 

If outflows continued to increase materially, this would have a greater impact on insurers’ profitability. 
In this scenario we anticipate that insurers would increase their cash position, or reduce asset duration 
to offset the decreasing liabilities duration, and as such their liquidity would still not be under 
pressure. However, this would weigh on investment returns, and further reduce insurers’ profitability.  

This is Not our Central Scenario 

However, as mentioned above, we do not currently expect any significant prolonged increase in 
outflows. Although inflows will remain weak, while outflows will continue to slightly increase due to 
the aforementioned structural reasons and because of the economic crisis, we also believe that part of 
the outflows related to fiscal uncertainties and sovereign crisis uncertainties will not be repeated 
continuously. We believe however, that a spike in outflows remains possible, depending on potential 
tax reforms to be decided by the future government (after general elections), and the development of 
the sovereign crisis in Europe. 

 

                                                                        
6  Currently, despite outflows, the stock of liabilities increases thanks to the investment return generated by the assets covering these liabilities. 

http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_137648�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_137648�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_137648�
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_137648�
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