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Strategic Asset Allocation Process

C A L C U L A T E
AAM Risk Score

I D E N T I F Y
Strategic Asset Allocation

Process is subject to change based on client circumstances. “AAM Risk Score” is derived from percentile scores on statistics shown relative to composite of 150 Personal Lines P&C insurers with invested assets from $10M-$5B, minimum 
5yr operating history, and risk asset exposure >3% of surplus at 12/31/22.

AAM Risk Score measures relative underwriting risk 
& leverage vs business line peers

C A L I B R A T E
Investment Risk

A higher Risk Score implies lower tolerance for 
investment risk, and vice versa

Combine investment risk tolerance with capital 
market expectations to generate optimized portfolio



Florida:

Ward’s 50:

Companies Used for Risk Score:
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• Florida Peninsula

• HCI Group

• Heritage

• Tower Hill

• Universal

• Acuity

• Auto Owners Group

• Goodville Mutual

• Safety

• West Bend Mutual

“AAM Risk Score” is derived from percentile scores on statistics shown relative to composite of 150 Personal Lines P&C insurers with invested assets from $10M-$5B, minimum 5yr operating history, and risk asset exposure >3% of 
surplus at 12/31/22. Sample list of companies used. For illustrative purposes.
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Calculate AAM Risk Score

Source: S&P Capital IQ Pro. Data as of 12/31/22.
Yellow diamonds represent composite of FL Homeowners insurers, including Tower Hill, Universal Insurance, Heritage Insurance, Florida Peninsula, and HCI Group.
Blue diamonds represent composite of Personal & Commercial lines insurers, including Acuity, Auto-Owners Group, Goodville Mutual, Safety Insurance, and West Bend Mutual
“AAM Risk Score” is derived from percentile scores on statistics shown relative to composite of 150 Personal Lines P&C insurers with invested assets from $10M-$5B, minimum 5yr operating history, and risk asset exposure >3% of 
surplus at 12/31/22. Florida companies were chosen from a list of the ten largest companies writing in Florida with a significant concentration in the state. Ward’s 50 companies represent personal lines writers based on 
size and with a significant personal property business from the Ward’s Top 50 P&C list. The Ward Group is a subsidiary of Aon.

Underwriting Profitability (5yr Trailing Avg Combined Ratio)

115.0

Underwriting Volatility (Std Dev of 5yr Trailing Combined Ratio)

11.8

Underwriting Leverage (NPW / Surplus) 

205.1

Investment Leverage (Invested Assets / Surplus)

336.0

95.7

4.9

86.4

183.8
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Calibrate Investment Risk
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AAM Risk Score

Target:
12.3%

(76th percentile)

Actual 13.1%

Source: S&P Capital IQ Pro. Data as of 12/31/22.
Yellow diamonds represent composite of FL Homeowners insurers, including Tower Hill, Universal Insurance, Heritage Insurance, Florida Peninsula, and HCI Group.
Blue diamonds represent composite of Personal & Commercial lines insurers, including Acuity, Auto-Owners Group, Goodville Mutual, Safety Insurance, and West Bend Mutual
“AAM Risk Score” is derived from percentile scores on statistics shown relative to composite of 150 Personal Lines P&C insurers with invested assets from $10M-$5B, minimum 5yr operating history, and risk asset exposure >3% of 
surplus at 12/31/22. Florida companies were chosen from a list of the ten largest companies writing in Florida with a significant concentration in the state. Ward’s 50 companies represent personal lines writers based on 
size and with a significant personal property business from the Ward’s Top 50 P&C list. The Ward Group is a subsidiary of Aon.

Calibrated Investment Risk Tolerance

85th percentile

A high Risk Score relative to peers 
implies a low Investment Risk 

Tolerance, and vice versa

Investment Risk is measured as 99.5% 
VaR, or “how much surplus would we 

lose in a 1-in-200 market stress case?”

Target:
3.1%

(15th percentile)

Actual: 3.1%

24th percentile



Other Investment Statistics

Cash 31.4% 2.1%
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Source: S&P Capital IQ Pro. Data as of 12/31/2022.

FL W50

Bond Yield 2.2% 2.9%

Unrealized loss – bonds 5.6% 6.5%

Equity % / Surplus 1.7 % / 5% 17.4% / 30%



▪ Treasury curve “steepened” in September as market extends view of how long 
Fed will maintain restrictive policy. 

Treasury Yield Curve
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Source: Bloomberg, Bureau of Labor Statistics. AAM views and opinions as of September 2023, for illustrative purposes only and not to be construed as investment 
advice.



▪ An inverted yield curve has historically been a very good predictor of 
recessions.

Source: Bloomberg, US Treasury. AAM views and opinions as of October 10, 2023, for illustrative purposes only and not to be construed as investment advice.

Yield Curve Predicting Recession
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FOMC Participants’ Assessments of Appropriate Monetary Policy: Midpoint of Target 
Range or Target Level for the Federal Funds Rate
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Note: Each shaded circle indicates the value (rounded to the nearest 1/8 percentage point) of an individual participant’s judgment of the mid point of the appropriate target 
range for the federal funds rate or the appropriate target level for the federal funds rate at the end of the specified calendar year or over the longer run. One participant did not 
submit longer-run projections for the federal funds rate.

Source: Federal Reserve Board. Data as of 9/20/2023.
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Global GDP Forecasts

Source: Bloomberg Economic Forecasts as of 9/30/2023. AAM views and opinions as of September 2023, for illustrative purposes only and not to be construed as investment 
advice.

▪ A concerted effort by central banks to bring inflation lower has resulted in 
falling global growth forecasts. 



▪ Headline inflation has declined at a more rapid pace than core inflation.

Inflation

Source: Bloomberg, Bureau of Labor Statistics. AAM views and opinions as of September 2023, for illustrative purposes only and not to be construed as investment advice.
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▪ Services related inflation has been “sticky,” likely due to the strong wage 
growth.

Core Inflation

Source: Bloomberg, Bureau of Labor Statistics. AAM views and opinions as of September 2023, for illustrative purposes only and not to be construed as investment advice.
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Spread Data
(In BP)

Investment Grade Excess Returns
(In BP)

Bond Spreads
(In BP) - 5 Year History

Fixed Income Market Data

Source: Bloomberg Barclays, Spread shown is Option Adjusted Spread as of 
9/30/23

MBS CMBS ABS Corporate
2017 52 158 92 346
2018 -59 -39 13 -315
2019 61 181 71 676
2020 -17 51 106 49

2021 -68 105 31 161

2022 -223 -120 -30 -125

 
YTD 2023 -58 45 84 237

5 Year Trailing Spread Data (in bp)

ABS CMBS MBS
A 

Corporate
BBB 

Corporate
High Yield 
Corporate

Maximum 213 188 75 211 353 880
Average 55 94 43 97 153 418
Current 66 131 66 105 146 395
Minimum 22 59 8 63 99 267
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▪ Mortgage spreads have widened due to several factors. 

Agency MBS

Source: Bloomberg,  FMNA 30 year current coupon spread to treasuries minus corporate bond spreads. AAM views and opinions as of September 2023, for illustrative purposes only and not to be construed as 
investment advice.
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Summary of AAM’s Macroeconomic Outlook

➢ Risks to economic growth in the U.S. have become more balanced 
in the near-term.

➢ A recession occurring in the U.S. within the next 12 months 
remains likely.

➢ Expect a “mild” economic slowdown to occur in 2024.

➢ Inflation should continue to come down but remain above the 
Fed’s 2% target due to continued strength in the labor market.

➢ Expect Fed to hold rates steady for rest of 2023 with first rate 
cut coming mid-year in 2024.
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AAM views and opinions as of September 2023, for illustrative purposes only and not to be construed as investment advice. Views and opinions are subject to change should conditions 
warrant.



Questions ?

16



17

Additional Disclosure Notes

FOR PROFESSIONAL CLIENTS USE ONLY 

• Developed exclusively for internal use by prospects of AAM and is for informational purposes only. This document does not constitute an offer or solicitation of an offer, or any advice or 
recommendation, to purchase any securities or other financial instruments, and may not be construed as such. 

• Neither AAM, nor any of their respective officers, directors, members, or employees accepts any liability whatsoever for any direct or consequential loss arising from any use of this 
presentation or its contents. The securities discussed in this presentation may not be suitable for all investors. 

• All information contained herein is believed to be accurate as of the date(s) indicated, is not complete, and is subject to change at any time. Certain information contained herein is based 
on data obtained from third parties and, although believed to be reliable, has not been independently verified by anyone at or affiliated with Asset Allocation & Management Company, 
LLC. (“AAM”); its accuracy or completeness cannot be guaranteed. This document is confidential and the information contained herein, is intended solely for the intended recipients and 
their authorized agents and may not be disclosed or distributed to any other person in any fashion without the prior written consent of AAM. No regulator or government authority has 
reviewed this document or the merits of the products and services referenced herein.  

• Investing in securities involves risk of loss that clients should be prepared to bear. Different types of investments involve varying degrees of risk, and there can be no assurance that the 
future performance of any specific security, asset class, investment strategy, or product directly or indirectly depicted herein will be profitable, equal any historical performance levels, be 
suitable for your portfolio or unique situation, or prove to be successful.  There is no guarantee that any measurements contained herein will be achieved. For a more complete listing of 
the risks of investing in various asset classes, see the AAM Form ADV Part 2A Brochure. 

• Before deciding to invest, a prospective investor should carefully review information respecting AAM and consult its own legal, accounting, tax and other advisers in order to 
independently assess the merits of an investment. AAM is neither a law firm, tax specialist, nor a certified public accounting firm and no portion of this communication should be 
construed as legal, tax, or accounting advice.

• Opinions and statements of financial market trends that are based on market conditions constitute our judgment and are subject to change without notice. Historic market trends are not 
reliable indicators of actual future market behavior. This material may contain projections or other forward-looking statements regarding future events, targets or expectations, and is 
only current as of the date indicated and based on certain assumptions. There is no assurance that such events or targets will occur or be achieved, and may be significantly different than 
that shown here. Other events which were not considered may occur and may significantly impact the results. AAM assumes no duty to provide updates to any analysis contained herein.
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