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Investing for the future
Companies are wisely seizing the opportunity to make up for 
past under-investment in finance systems and processes. IT 
infrastructures are undergoing significant upgrades to handle 
the increased granularity and quality of data required by IFRS 
17 and to enable a better flow of information between different 
systems. Steps are being taken to improve accounting and 
finance systems, such as the general ledger and group 
consolidation, and to eliminate fragmentation which is a 
common feature in finance function technology. 

Some insurers are also streamlining finance processes 
to reduce manual interventions and make the end-to-end 
reporting process more efficient. There is no doubt that 
the new accounting standard is proving to be an agent for 
technological change in an industry facing relentless disruption 
from insurance technology start-ups. 
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Heading towards the  
IFRS 17 quagmire?

Certainly, some initiatives which have seen push-back 

on budget requests in the past are now going through 

as a part of IFRS 17 – while the bonnet is open, let’s 

have a proper look!

CEO Life, Reinsurer

Technology  
IFRS 17 - Part 2

Most insurers are using the 
implementation of the new 
standard as an opportunity to 
upgrade the finance function’s 
system and processes, 
compensating for past under-
investment. However, we believe 
they should consider at the 
same time implementing wider 
technology changes (such 
as those underpinning data 
analytics) to achieve additional 
benefits in a cost-effective way.
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However, for the more strategically-minded firms, the scope 
exists to introduce or accelerate technological upgrades in the 
wider business and across the full insurance lifecycle, from 
policy issuance to claims processing – data analytics, robotic 
process automation and blockchain technology to name but a 
few areas. Astonishingly few companies have taken this more 
holistic approach despite the achievable cost benefits. We 
recommend that companies reassess the objectives of their 
transformation exercise in this context and identify where 
additional value could be gained.

Business continues as usual
On the wider business strategy front, covering areas such 
as risk, investment, innovation, growth, product design 
and pricing, most European insurers and reinsurers do not 
expect the new standard to have significant implications 
as their businesses are run on economic capital measures, 
independently of the accounting regime. Some of these players 
even question whether business strategy should be influenced 
by the accounting story, noting that while the new standard 
will affect cashflow recognition, the economic substance of 
financial statements will not change. 

Similarly, with regards to reinsurance strategy, significant 
implications are not foreseen. However, reinsurers are 
surprised at the lack of engagement from insurers on the 
potential implications, however small they might be, for their 
reinsurance programmes. There is a somewhat familiar feeling 
that considerations around reinsurance optimization will only 
come towards the end of the implementation exercise.

Whether these opinions are well-informed remains to be seen, 
given that financial results from production runs – if these have 
been completed – have not filtered through to the Board at this 
stage. It would serve insurers and reinsurers well to keep the 
strategic questions on the radar until they are fully answered 
through impact assessments supported by real data.

In Asian markets, information to assess the impact of IFRS 
17 on strategy has also not made its way to top management 
to date. However, with economic capital not yet a prevalent 
regime, IFRS 17 represents a game changer and many market 
participants anticipate material consequences on business 
strategy. Companies are minded to review the appropriateness 
of onerous product terms (e.g. products with guarantees, loss-
leading products), to invest in the development of less onerous 
products, and to revisit selling practices. Having said this, it 

is worth mentioning that in some of the Asian countries an 
economic capital regulatory regime is also being introduced at 
around the same time as the new accounting standard and this 
may have fuelled the difference in opinions between the two 
geographical markets.

HEADING TOWARDS THE IFRS 17 QUAGMIRE?

FTI Consulting’s research 
suggests that, although 
insurance companies are 
making good progress 
with implementing the new 
accounting standard, they 
may be overlooking some 
opportunities for proactivity, 
particularly in terms of 
managing risk, accelerating 
technological upgrades 
and embedding effective 
communication strategies.

Our study consisted of a series of in-depth 

discussions between FTI Consulting and senior 

executives from a number of insurance firms 

(including reinsurers) to understand their views 

on IFRS 17’s implications for their businesses. 

These conversations took place in late October 

and November 2019. We also spoke with 

analysts and supplemented our research with 

observations from our day-to-day work with 

clients. We would like to express our thanks to 

all those who participated in the study.

We run our business on our own economic capital 

model. Why would we suddenly say, ‘Oh this particular 

product in this geography makes no sense and we 

won’t sell it any more’? This seems very odd.

Group IRO, Insurer

We are amazed at how few questions we have had on 

IFRS 17 from insurers – it has been incredibly quiet.

CEO Life, Reinsurer
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