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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.

FTI Consulting’s in-depth research with C-level executives across the insurance sector suggests decent 

progress in implementing IFRS 17, with board members fully aware of the scale of the change and often 

directly involved in its implementation.

Navigating the transformation 
minefield 
The new international financial reporting standard for insurance 
contracts, IFRS 17, is the latest of a series of change exercises that 
have been high on the industry’s agenda over the past decade. 

FTI Consulting recently conducted research to find out how 
well firms are positioned to avoid the mistakes of earlier 
transformations. Some of these mistakes, particularly around 
strategy and external communications, which have been 
the focus of our study, were apparent from the Solvency II 
implementation exercises across the European markets. Two 
examples come to mind:

Risk Management  
IFRS 17 - Part 1

We believe governance around 
risks of failure needs to be more 
ingrained in the implementation 
process. To address the risks 
inherent in an exercise of this 
size, firms should more deeply 
engage Chief Risk Officers 
(CROs) in their implementation 
programmes, alongside the 
other senior executives who are 
already involved. 
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• Many companies failed to identify key “what-if” scenarios 

that have significant implications on solvency as well as 

strategic decisions. For instance, many companies were 

subsequently caught by the increased volatility in capital 

requirements as a result of changing credit spreads.

• The share prices of Delta Lloyd and Aegon (see Figure 1) 

tumbled in the wake of announcements about missed 

capital targets, amongst others. Although a drop in share 

price is to be expected following such announcements, it is 

our opinion that better communications strategies would 

have cushioned the fall.

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. 

How well do firms’ strategies 
address risk?

Greater boardroom involvement is much 
needed

Without a committed level of engagement from top 
management, large change programmes are bound to 
under-achieve. A small number of companies, most of which 
operate on cash and capital metrics but which also report 
financial performance on the new standard, are running this 
risk as a result of the little value they associate with IFRS 17 
transformation and the consequential lack of engagement 
from C-suite executives. 

Elsewhere, executive committee members are generally 
engaged with the transformation exercise to a suitable level.

Some of the best practice we observed include: 

The Board receiving formal 
training on the subject

The appointment of a designated  
project sponsor, usually the CFO

Involvement of all relevant  
functions

Regular monitoring of progress, 
key  
risks and issues, as well as costs

Having said that, we are concerned that risk management 
does not appear to be fully enshrined in the transformation 
process at the top level.  It is questionable whether CROs have 
a meaningful seat at the board table, and this may explain 
why IFRS 17 implementation has not made it to the Board’s 
top 10 risks. In our opinion, this is far from best practice and 
should be remediated without delay. Failure to do so may lead, 
amongst others, to poor business planning as a result of an 
incomplete assessment of sensitivity of the balance sheet and 
profitability.

Share price drop in August 2015*

Figure 1:  Share price performance of Delta Lloyd and Aegon in 
August 2015

* Source: Bloomberg
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From our perspective, IFRS 17 is a necessary evil.

CEO Life, Insurer



About FTI Consulting
FTI Consulting is an independent global business advisory firm dedicated to helping organisations manage change, 
mitigate risk and resolve disputes: financial, legal, operational, political & regulatory, reputational and transactional. 
FTI Consulting professionals, located in all major business centres throughout the world, work closely with clients 
to anticipate, illuminate and overcome complex business challenges and opportunities.
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