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Frontier has recently released a comprehensive report spotlighting government insurers for the 2023 financial year. Due to the similarity of their liability 

profiles, CTP and workers compensation schemes are the focus of this report. We also include the Future Fund in some parts of this report because it is a 

large government institution and other schemes and institutions show interest in its asset allocation and performance. Our analysis evaluates the performance 

of each insurer, identifies the nature of their investments, assess their risk appetite, and provides commentary on emerging investment trends that offer 

valuable forward-looking insights.

In this excerpt, we provide insight into asset allocations. We observed a few major trends to the end of FY23. These include:

• Cash allocations continued to fall, perhaps partly due to the typically net positive cashflow nature of schemes and because deposit rates remained 

benign for the majority of the last five years. We question if cash allocations will begin to increase with more attractive yields being offered in late 2023 and 

early 2024.

• Fixed income allocations varied widely across the cohort and may incorporate significant allocations to inflation-linked as well as nominal bonds. The data 

tells us that traditional fixed income and real asset allocations are close to equal weight. 

• For those schemes with lower allocations to real assets, there’s evidence to show they have chosen to add alternatives to portfolios for the diversification 

benefit. Alternatives can include a range of investment strategies including hedge funds, global macro and other liquid alternatives strategies. 
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The final word

• While most schemes de-risked their investment portfolios in 2022, 

this was against the longer-term trend of adding growth and mid-

risk assets which continued in 2023. In FY23, strong equity 

markets boosted portfolio values more than offsetting losses in 

bond portfolios as yields rose. Unlisted infrastructure performed 

well and continues to experience inflows at the expense of other 

asset classes (property and equities). During the year, 

infrastructure valuations stabilised despite rising discount rates and 

schemes continued to shift their focus towards renewable assets to 

move towards net zero ambitions. 

• With inflation moderating and interest rates likely to ease soon, we 

anticipate a more normalised environment for insurers with higher 

passive returns from higher bond yields, lower liability valuations 

(due to higher discount rates) all based on the premise of a soft 

landing for the Australian economy. This should result in higher 

and more stable solvency levels. Frontier believes government 

insurers will continue to seek out investments across the growth 

and mid-risk asset groupings for diversification, better long-term 

solvency and to earn returns above their liability inflation profile.
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Want to access the detailed paper?

If you would like to learn more about the research or access the detailed 

version, please get in touch with you client team.

Frontier Advisors has experience working with a range of government 

insurers across a number of states and territories helping create diversified 

portfolios, fit for both the current and future investment environment. 

Please contact our dedicated LDI & Government Team if you would like 

more information on how we can help you customise your portfolio.



Level 17, 130 Lonsdale Street 

Melbourne, Victoria 3000

Tel: +61 3 8648 4300

frontieradvisors.com.au

@frontier_adv

Disclaimer:

Frontier Advisors Pty Ltd ABN 21 074 287 406 AFS Licence No. 241266

The information contained in this presentation is current as at the date of preparation, but may be subject to change. The information contained in 

this presentation is intended as general commentary and should not be regarded as financial, legal or other advice. This presentation has been 

prepared without taking into account your objectives, financial situation or needs. You should consider this presentation in light of these matters. 

Should you require specific advice on the topics or areas discussed please contact the presenter directly or an appropriate advisor. This 

presentation may contain forward-looking statements. These are not facts, rather, these forward-looking statements are based on the current 

beliefs, assumptions, expectations, estimates, and projections of Frontier Advisors Pty Ltd about the business, the industry and the markets in 

which we operate. Past performance is not a reliable indicator of future performance. Frontier Advisors Pty Ltd makes no representation or 

warranty that any of the information contained in this presentation is accurate or complete. To the maximum extent permitted by law, Frontier 

Advisors Pty Ltd does not accept any liability for loss arising from any reliance placed on the use of this presentation including the information 

contained within it. The contents of this presentation are confidential and must not be disclosed to any third party without our written consent. This 

presentation must not be copied, reproduced or distributed without the written consent of Frontier Advisors Pty Ltd. Frontier Advisors Pty Ltd does 

not provide taxation advice and you should seek your own independent taxation advice from a registered tax agent. 
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