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Introduction

Public fixed income markets have long been the default solution for
insurers looking to balance their needs for stable income, capital
preservation and liability matching. But a combination of tight credit
spreads and what remain, by historical standards, low interest rates, means
insurers have been looking further afield, especially as accounting
standards and capital regulations evolve.

The challenge, and the opportunity, are nowhere clearer than in the Asia
Pacific (APAC) region, where new insurance capital regulations are being
introduced in several key markets.

Asset-based finance (ABF) is one investment solution attracting insurers’
attention. It offers a combination of predictable income streams,
downside protection, improved alignment with long term liabilities and the
potential for improved capital efficiency.

Adding ABF to a portfolio requires a clear understanding of the various
different types of assets contained within the investment universe and
the specific capital treatments applied by regulators in different
jurisdictions.

Regulators in Hong Kong, Japan, Singapore, South Korea and Taiwan
have already introduced or will phase in new capital rules over the next
few years. Variously referred to as risk-based capital (RBC) rules or
Insurance Capital standards (ICS), these countries’ regulations have
much in common. But there are significant variations in detail that mean
different types of ABF investment are more suitable in some
jurisdictions than others.

Understanding the
ABF universe

Far from being a single asset class ABF, is best regarded as a range of
tools, each with its own characteristics and uses. The common theme
across all ABF products is that risk and return are anchored in
identifiable assets or contractual pools of cash flows.

Aviva Investors divides ABF into three broad categories:
« Hard assets

« Financial assets

 Esoteric assets

Hard assets, such as aircraft leases, rental car fleets, data centres or
commercial mortgages, are tangible and have an intrinsic collateral value.
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Figure 1. ABF types

Hard assets

Equipment loans

Auto loans

Real estate loans

Auviation loans

Trade finance

Data centres

Risk, regulation and return

Financial assets are those where repayments come through contractual cash
flows from receivables or pools of loans to, for example, small and medium
sized businesses or students. It might also include financing structures like
Net Asset Value (NAV) facilities.

Esoteric assets can include healthcare receivables, litigation funding or
music royalties.

Net asset value loans Subscription lines Royalties
SME loans Warehousing Litigation finance
Consumer loans Student loans Franchises

ABF is not always a completely distinct asset classes from corporate direct
lending. Both are often used by borrowers and sponsors as an optimisation
tool for their financing structures. However, their suitability will depend on the
precise structure of a particular investment. For example, lending directly to a
corporate borrower may offer a reasonable yield, but the exposure might be
at a holding company level, structurally subordinated and tied to remote
excess cashflows accessible only after financial costs at the operating
company level have been paid.

Insurers’ unique challenge

For insurers, the investment challenge is particularly complex. As well as seeking
predictable income and capital preservation, they must also balance regulatory
capital requirements. On top of this, they must also navigate accounting
constraints, such as IFRS 9 for financial instruments and IFRS 17 for insurance
contracts. These influence how assets are measured and how volatility appears
in reported earnings, which in turn shape insurers’ appetite for different
investment structures.

ABEF is increasingly demonstrating its value as a flexible option for insurers. When
structured well, ABF can sit comfortably within core fixed-income allocations
while offering the potential for meaningfully higher returns.

Amortising structures, strong collateral packages and the investment grade (IG)
ratings of many ABF investments can also make exposures both capital-efficient
and accounting-friendly.
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ABF can give insurers more precision in portfolio construction, allowing tighter
control of credit quality, sector concentration and duration.

ABF can also support insurers’ long-dated duration and liability-matching
needs, through predictable and transparent cashflows that enhance balance
sheet stability. While some structures amortise over time, the key benefit for
insurers is reduced reliance on reinvestment and greater certainty of cashflows
over the lifetime of the liability.

With the most granular loan pools, for example SME lending, mortgages or
student loans, structures can be tailored to match an insurer’s particular risk
appetite and liability profile in a way that conventional fixed income often
struggles to replicate.

The APAC dimension

Aviva Investors’ approach to this segmentation mirrors the essentially risk-
based approach to capital regulation found within the APAC region.

Regulators in APAC look at ABF, not according to the label applied to the
underlying assets (mortgages or trade finance for example), but instead they
assess it through the lens of risk.

APAC regulators are asking a broadly consistent question: how safe and
predictable are the cashflows supporting the investment?

The effect on capital is determined not by whether the underlying pool
consists of mortgages, infrastructure assets or receivables, but by the risk
profile and structure of the investment.

Regulators typically require clear visibility of the underlying exposures, strong
collateral packages, senior positioning in the capital structure and robust
cashflow controls.

Transparent, well-documented structures are treated more favourably than
opaque or complex ones, and pools with homogenous credit characteristics
are easier to assess, manage and justify from a capital perspective. Collateral
quality and seniority are more important drivers of capital efficiency than
headline yield.

But while these are common features across many APAC jurisdictions, risk is
penalised in different ways in each market. For example, some regimes place
the emphasis on market movements, others focus primarily on credit losses,
while some are particularly sensitive to transparency and explainability.

As a result, the same ABF structure may be better suited to an insurer in one
jurisdiction than in another. One example is the way in which attitudes to
duration, or interest rate, risk can vary.

As an example, Japan’s Insurance Capital Standard (J-ICS) is less sensitive to
duration. This gives longer dated assets with stable cashflows a more
favourable capital treatment in that market. Meanwhile, other APAC regimes,
tend to penalise duration more directly and place a higher emphasis on the
structure and seniority of the loans.
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So, while regulatory principles are broadly consistent across the region,
outcomes depend on how each market prices credit risk, duration and

transparency.

The table below highlights which forms of ABF can be deployed most effectively
across Japan, Korea, Hong Kong and Singapore.

Figure 2. Summary of ABF considerations across key regions in Asia

Country Regulatory approach

Japan (J-ICS) Economic-value, risk-based framework.

Generally supportive of ABF. Focus on credit risk
and liability management, long term stability,
cashflow matching and sustainability disclosures.

Korea (K-ICS) Focus on credit risk and concentration.
No consideration of spread risk.
Core capital requirement of 50% (from 2027).

Hong Kong Risk-based with strong look through requirements.
(HKREC) Focus on transparency with a 100% charge for
opaqgue structures.

Singapore (RBC2) Risk-based and conservative. ABF treated as a
structured product, but regulation due for review in

2026. Spread risks are rating and duration sensitive.

When ABF works well

Long-dated senior ABF with
predictable cashflows.

Short dated, well collateralised.

Highly transparent senior ABF.

High quality, well structured ABF.

Source: Aviva Investors’ analysis based on regulations published in respective markets as at March 13, 2026.

What hurts the most

Weak structure of opaque pools

Long duration and complex
securitisation.

Opaque or complex structures.

Extra buffers applied to
ABF (50% currently) and
poor transparency.

ABF presents insurers with an opportunity beyond traditional public credit
markets and is increasingly becoming a core rather than a niche allocation.

The key to grasping this opportunity is recognising the importance of risk as the
essential metric rather than the label placed on the underlying assets. And in the
case of APAC countries, the selection of ABF investments needs to be expertly
selected to maximise capital efficiency under the capital regulations of the
specific jurisdiction.

For insurers who successfully balance these factors, ABF can offer high quality,
transparent investments that deliver predictable cashflows, balance-sheet
stability and regulatory capital efficiency.
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A new era for APAC insurers

Key risks

ﬁ Investment risk
The value of an investment and any income from it can go down as well as up.

Investors may not get back the original amount invested..

Iliquidity risk

Certain assets could, by nature, be hard to value or to sell at a desired time or at a
price considered to be fair (especially in large quantities), and as a result their
prices could be very volatile.

Market risk

Changing market dynamics may undermine the relative attractiveness of
structured transactions.

@ Complexity risk
Assessing risk implications of multi-layered transactions is challenging.

oo
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Important Information
THIS IS A MARKETING COMMUNICATION

Except where stated as otherwise, the source of all information
is Aviva Investors Global Services Limited (“Aviva Investors”).
Unless stated otherwise any views, opinions and future returns
expressed are those of Aviva Investors and based on Aviva
Investors internal forecasts. They should not be viewed as
indicating any guarantee of return from an investment managed
by Aviva Investors nor as advice of any nature. The value of an
investment and any income from it may go down as well as up
and the investor may not get back the original amount invested.
Past performance is not a guide to future returns. Where
relevant, information on our approach to the sustainability
aspects of the strategy and the Sustainable Finance disclosure
regulation (SFDR) including policies and procedures can be
found on the following link:

This document is issued by Aviva Investors Global Services
Limited (AIGSL), registered in England No. 1151805, with its
registered office located at 80 Fenchurch Street, London,
EC3M 4AE. Aviva Investors Global Services Limited is
authorised and regulated by the Financial Conduct Authority.
Firm Reference No. 119178.

In Singapore: this material is being circulated by way of an
arrangement with Aviva Investors Asia Pte. Limited (AIAPL) for
distribution to institutional investors only. Please note that AIAPL
does not provide any independent research or analysis in the
substance or preparation of this material. Recipients of this
material are to contact AIAPL in respect of any matters arising
from, or in connection with, this material. AIAPL, a company
incorporated under the laws of Singapore with registration
number 200813519, holds a valid Capital Markets Services
Licence to carry out fund management activities issued under
the Securities and Futures Act 2001 and is an Exempt Financial
Adviser for the purposes of the Financial Advisers Act 2001.
Registered Office: 138 Market Street, #05-01 CapitaGreen,
Singapore 048946. This advertisement or publication has not
been reviewed by the Monetary Authority of Singapore. This
document has not been registered as a prospectus with the
Monetary Authority of Singapore. Accordingly, this document
and any other material in connection with the offer or sale, or
invitation for subscription or purchase, of the strategy may not
be circulated or distributed, nor may strategy be offered or sold,
or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Singapore
other than (i) to an institutional investor pursuant to Section 304
of the Securities and Futures Act 2001 of Singapore (the “SFA”))
or (i) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA.

In Hong Kong: This strategy has not been registered by the
Registrar of Companies in Hong Kong. The strategy has not been
authorised by the Securities and Futures Commission pursuant
to the Securities and Futures Ordinance of Hong Kong.
Accordingly, the strategy may only be offered or sold in Hong
Kong to persons who are “professional investors” as defined in
the Ordinance and any rules made under the Ordinance or in
circumstances which are permitted under the Companies
(Winding Up and Miscellaneous Provisions) Ordinance of Hong
Kong and the Ordinance. In addition, this document may not be
issued or possessed for the purposes of issue, whether in Hong
Kong or elsewhere, and the strategy may not be disposed of to
any person unless such person is outside Hong Kong, such
person is a “professional investor” as defined in the Ordinance
and any rules made under the Ordinance or as otherwise may
be permitted by the Ordinance.

In South Korea - Qualified Professional Investors only - Neither
the strategy nor Aviva Investors is making any representation
with respect to the eligibility of any recipients of this document
to acquire the strategy therein under the laws of Korea, including
but without limitation the Foreign Exchange Transaction Act and
Regulations thereunder. The strategy may only be offered to
Qualified Professional Investors, as such term is defined under
the Financial Investment Services and Capital Markets Act, and
none of the strategy may be offered, sold or delivered, or offered
or sold to any person for re-offering or resale, directly or
indirectly, in Korea or to any resident of Korea except pursuant to
applicable laws and regulations of Korea.

In Thailand, The strategy has not been approved by the Securities
and Exchange Commission which takes no responsibility for its
contents. Nothing in this document nor any action of Aviva
Investors constitutes or shall be construed as an offer for sale of
any securities, or a solicitation, by Aviva Investors to make an
offer for sale of any securities to the public in Thailand. This
document is intended to be read by the addressee only and must
not be passed to, issued to, or shown to the public generally. This
investment contains risks. An investor should study all information
prior to making a decision to invest.

In Japan: The strategies mentioned have not been and will not
be registered pursuant to Article 4, Paragraph 1 of the Financial
Instruments and Exchange Law of Japan (Law no. 25 of 1948, as
amended) and, accordingly, none of the strategies nor any
interest therein may be offered or sold, directly or indirectly, in
Japan or to, or for the benefit, of any Japanese person or to
others for re-offering or resale, directly or indirectly, in Japan or
to any Japanese person except under circumstances which will
result in compliance with all applicable laws, regulations and
guidelines promulgated by the relevant Japanese governmental
and regulatory authorities and in effect at the relevant time. For
this purpose, a “Japanese person” means any person resident in
Japan, including any corporation or other entity organised under
the laws of Japan.

In Malaysia: NO ACTION HAS BEEN, OR WILL BE, TAKEN TO
COMPLY WITH MALAYSIAN LAWS FOR MAKING AVAILABLE,
OFFERING FOR SUBSCRIPTION OR PURCHASE, OR ISSUING
ANY INVITATION TO SUBSCRIBE FOR OR PURCHASE OR SALE
OF THE STRATEGY IN MALAYSIA OR TO PERSONS IN
MALAYSIA AS THE STRATEGY ARE NOT INTENDED BY THE
ISSUER TO BE MADE AVAILABLE, OR MADE THE SUBJECT OF
ANY OFFER OR INVITATION TO SUBSCRIBE OR PURCHASE, IN
MALAYSIA. NEITHER THIS DOCUMENT NOR ANY DOCUMENT
OR OTHER MATERIAL IN CONNECTION WITH THE STRATEGY
SHOULD BE DISTRIBUTED, CAUSED TO BE DISTRIBUTED OR
CIRCULATED IN MALAYSIA. NO PERSON SHOULD MAKE
AVAILABLE OR MAKE ANY INVITATION OR OFFER OR
INVITATION TO SELL OR PURCHASE THE STRATEGY IN
MALAYSIA UNLESS SUCH PERSON TAKES THE NECESSARY
ACTION TO COMPLY WITH MALAYSIAN LAWS. IMPORTANT
NOTICE TAIWAN: No person or entity

IMPORTANT NOTICE TAIWAN: No person or entity in Taiwan has
been authorised to offer, sell, give advice regarding or otherwise
intermediate the offering and sale of shares in Taiwan.

NOTE for AUSTRALIA: AIGSL is exempt from the requirement to
hold an Australian financial services licence under the
Corporations Act in respect of the financial services; and it is
regulated by the FCA under UK laws, which differ from
Australian laws.

This material is not a prospectus or product disclosure
statement under the Corporations Act 2001 (Cth) (Corporations
Act) and does not constitute a recommendation to acquire, an
invitation to apply for, an offer to apply for or buy, an offer to
arrange the issue or sale of, or an offer for issue or sale of, any
securities in Australia, except as set out below. The strategy has
not authorised nor taken any action to prepare or lodge with the
Australian Securities & Investments Commission an Australian
law compliant prospectus or product disclosure statement.
Accordingly, this material may not be issued or distributed in
Australia and the strategy may not be offered, issued, sold or
distributed in Australia by the Fund Manager, or any other
person, under this strategy other than by way of or pursuant to
an offer or invitation that does not need disclosure to investors
under Part 6D.2 or Part 7.9 of the Corporations Act, whether by
reason of the investor being a ‘wholesale client’ (as defined in
section 761G of the Corporations Act and applicable regulations)
or otherwise. This material does not constitute or involve a
recommendation to acquire, an offer or invitation for issue or
sale, an offer or invitation to arrange the issue or sale, or an issue
or sale, of shares/interests to a ‘retail client’ (as defined in
section 761G of the Corporations Act and applicable regulations)
in Australia.
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