Working Paper 26-008

Permanent Capital Meets
Private Markets: The
Transformation of
Alternative Asset Managers

Alex Cheema-Fox
Megan Czasonis
Piyush Kontu
George Serafeim

Harvard
Business
School




Permanent Capital Meets
Private Markets: The
Transformation of
Alternative Asset Managers

Alex Cheema-Fox

State Street Associates

Megan Czasonis

State Street Associates

Piyush Kontu

State Street Associates

George Serafeim

Harvard Business School

Working Paper 26-008

Copyright © 2025 by Alex Cheema-Fox, Megan Czasonis, Piyush Kontu, and George Serafeim.
Working papers are in draft form. This working paper is distributed for purposes of comment and discussion only.
It may not be reproduced without permission of the copyright holder. Copies of working papers are available from

the author.

Funding for this research was provided in part by Harvard Business School.



Permanent Capital Meets Private Markets:

The Transformation of Alternative Asset Managers

Alex Cheema-Fox, Megan Czasonis, Piyush Kontu and George Serafeim!

Abstract

This paper analyzes the transformative impact of insurance platform integration on the business
models, financial profiles, and market valuations of prominent alternative asset managers
(AAMs). Employing panel data spanning 2014 to 2024 from large publicly listed North American
and European AAMs, we illustrate how insurance partnerships have reshaped funding
architectures, product offerings, revenue compositions, and valuation multiples. Notably,
insurance-backed AAMs demonstrate accelerated asset under management (AUM) growth,
particularly in credit strategies, driven by consistent capital inflows from annuity liabilities.
Furthermore, these firms diversify their income streams toward spread income, mitigating
volatility while encountering lower valuation multiples compared to asset-light peers. Spread-
based income provides greater stability but entails regulatory and capital complexity trade-offs.
Our findings suggest that insurance integration represents a structural transformation of the
industry, presenting a path to scalability and resilience while imposing organizational complexity
and potentially lower market valuation multiples.

1 Alexander Cheema-Fox, Megan Czasonis and Piyush Kontu are with State Street Associates. George
Serafeim is the Charles M. Williams Professor of Business Administration at Harvard Business School and
an academic partner at State Street Associates.



“Our long-term plan is to further enhance the efficiency of our capital structure, thereby
enhancing the returns we can earn on our equity, without changing the risk profile of the
business. This is being done by refocusing overall Brookfield as an investment-led insurance
organization, using our large-scale capital base to back long-duration, low risk insurance.”
Brookfield Corporation Letter to Shareholders, Q2 2025

1. Introduction

The funding architecture of the alternative-asset-management (AAM) industry is undergoing a
structural change. Since 2019, publicly listed managers such as Apollo, KKR, Brookfield, and
Blackstone have acquired, built or partnered with life-insurance and reinsurance platforms.
Worldwide, AAMs have acquired nearly a trillion dollars of life and annuity products (McKinsey
2024). By 2024, AAM-backed insurance platforms accounted for 35 percent of new sales in fixed
and fixed-indexed annuities in the United States, up from 7 percent in 2011 (McKinsey 2024). The
transactions expand episodic, closed-end fund capital with a continuous stream of policyholder
premiums and reserves. This paper studies how the funding transformation reshapes balance-
sheet scale, income-statement composition, growth capacity, product scope, and equity-market
valuation of AAMs. While a small literature studies the implications of private equity funds
owning insurers (Kim, Leverty, and Schmit 2024; Kirti and Sarin 2024), to our knowledge, there
have been no systematic studies of the organizational transformation of AAMs.

The appeal of insurance products to AAMs can be understood based on the limitations of
existing fund-raising avenues, product scope, and market valuation. First, on the limitations of
existing fund-raising avenues, closed-end private-equity and private-credit funds require
periodic vintages, each preceded by a marketing cycle and followed by distributions that return
capital to limited partners. This episodic model obliges general partners to remain in quasi-
permanent fund-raising mode and subjects fee momentum to macro-cyclical investor sentiment.
Life insurers, by contrast, collect policyholder premiums continuously; fixed and fixed-indexed
annuities alone generated roughly $280 billion of new deposits in the United States during 2024.2
Once ceded to an AAM-controlled insurer or reinsurer, these premiums enlarge general-account
assets with no corresponding redemption schedule. Predictable annual inflows also improve

internal capital-budgeting accuracy, allowing investment teams to plan origination pipelines

2 LIMRA: 2024 Retail Annuity Sales Power to a Record $432.4 Billion: https://www.limra.com/en/newsroom/news-
releases /2025 /limra-2024-retail-annuity-sales-power-to-a-record-$432.4-billion/
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independent of quarterly fund-raising outcomes. In practice, Apollo’s Athene and KKR’s Global
Atlantic platforms have each added more than $500 billion of insurance liabilities on the AAM’s
balance sheet.

Relief from perpetual fund-raising would matter less if fresh capital could still be accessed
easily through the traditional limited-partner (LP) channel; yet the marginal availability of
institutional commitments has diminished. Pension funds, sovereign-wealth funds, and
endowments account for a majority of commitments to large closed-end funds. Survey data
indicate that these allocators have, on average, reached or exceeded policy targets to private
equity?. For publicly traded AAMs whose equity valuations embed expectations of AUM and fee
growth, the saturation of legacy channels introduces a binding constraint. Insurance float relaxes
that constraint by tapping an under-represented liability pool: U.S. life-insurer assets stood at $9.2
trillion in 2024, only a fraction of which is currently managed by alternative sponsors. Each block
acquisition or reinsurance treaty can add tens of billions of incremental AUM, immediately
raising management fees or spread income. For example, Blackstone’s 2021 transaction with
Allstate Life transferred $28 billion of assets at closing and secured a long-term mandate for
additional run-off portfolios, boosting Blackstone’s fee-earning AUM. Insurance float therefore
restores a scalable growth vector at a time when traditional LP capital appears demand-
constrained.

The existing funding model not only forces perpetual fundraising pressure and limits
growth potential for an AAM, but also limits its product scope. This happens because of cost of
capital and duration of capital reasons. First, on cost of capital, life-insurance liabilities are priced
at guaranteed or index-linked crediting rates that have averaged 2-4 percent in recent years—
materially below the 8-10 percent internal rate of return that closed-end fund investors require
before carried interest accrues or the 12-20 percent targeted. When an AAM assumes these
liabilities, either through full consolidation or an asset-management agreement, it gains access to
funding priced at or near the risk-free curve, subject only to actuarial spread targets and solvency
capital charges. The lower funding cost widens the feasible set of asset classes. Investment-grade
private placements, infrastructure debt, and asset-backed lending typically yield 50-250 basis

points over public equivalents and slightly even more compared to Treasury notes —returns too

8 More than half of pension funds exceed private equity allocation targets.
4 Best's Rankings: US Life/Health Admitted Assets Grow 6.3% in 2024,
https:/ /news.ambest.com/newscontent.aspx?refnum=264936&altsrc=23
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low to satisfy equity-fund hurdle rates but sufficient to generate a meaningful net spread over
annuity crediting costs. Therefore, the integrated firm can broaden its product mix toward large-
scale, capital-intensive credit assets, raising fee base and diversifying revenue.

Second, on capital duration, closed-end fund structures impose finite holding periods;
assets must be realized within seven to ten years to return capital. Long-duration insurance
liabilities mitigate this horizon mismatch. Deferred-annuity and pension-risk-transfer obligations
amortize over decades, enabling the insurer to hold illiquid assets —such as renewable-energy
projects, regulated utilities, or long-lease real estate —through their full economic life. For the
asset manager, such buy-and-hold capacity opens new origination channels: direct infrastructure
equity, long-dated real-estate debt, and build-to-core strategies that would otherwise encounter
exit-timing risk in a closed-end fund. The ability to align asset and liability durations also reduces
refinancing and reinvestment risk, potentially stabilizing portfolio cash flows. Moreover, holding
illiquid real assets alongside private-market funds can create cross-selling opportunities,
whereby the insurer’s balance sheet anchors transactions later syndicated to flagship funds or co-
investment vehicles.

While funding stability, growth headroom, cost advantages, and duration matching
address distinct challenges, the composition and volatility of earnings is another important
consideration. Fee-related earnings and performance fees exhibit sensitivity to fundraising cycles,
capital-markets conditions, and realization timing. Spread-related earnings generated by
insurance float derive primarily from net-investment spread on general-account assets and could
display lower volatility than either management fees or carried interest. Integrating insurance
operations therefore diversifies the earnings mix, reducing the coefficient of variation of total
distributable earnings. Lower earnings volatility can improve credit ratings and lower the equity
risk premium, both of which feed back into valuation. For investors, the shift from a single
revenue driver to a blended model complicates valuation — portions of income may deserve bank-
or insurer-type multiples —yet the lower volatility of diversified income streams could support
higher price-to-earnings ratios.

These five mechanisms together redefine the strategic landscape for alternative asset
managers. Insurance integration could (i) lower reliance on episodic fundraising, (ii) provide a
scalable growth vector, (iii) compress funding costs expanding product scope, (iv) unlock new

asset classes through better duration matching, and (v) smooth earnings by adding a less cyclical



spread component. Each motivation addresses a structural limitation of the traditional closed-
end model; collectively they create a credible pathway for AAMs to sustain AUM growth and
shareholder returns.

At the same time, the strategy introduces solvency regulation, asset-liability-management
complexity, and potential mark-to-market capital strain issues and an increase in organizational
complexity. Past research has documented significant information frictions in accounting for
insurance assets and liabilities (Serafeim 2011) that has led life insurers to trade historically at
attractive valuations. In turn, such valuations have led to takeover activity in the industry.

This study documents how the transition from closed-end fund commitments to
insurance float affects (i) balance-sheet scale and leverage, (ii) income-statement composition and
volatility, (iii) growth in fee-related and spread-related earnings, and (iv) market-based valuation
ratios such as price-to-earnings. Using panel data for publicly listed U.S. and European AAMs
from 2014-2024, we compare firms that have integrated insurance operations with those that
remain asset-light, controlling for size, strategy mix, and market conditions.

We find that insurance-integrated AAMs experience significantly faster AUM growth,
greater expansion into capital-intensive credit strategies, and a shift in revenue and income
composition toward spread-based earnings. While their fee and performance income remain
substantial, the addition of spread income diversifies their earnings base and reduces volatility.
However, these benefits come with trade-offs: insurance-heavy AAMs exhibit lower return on
equity and receive lower valuation multiples, potentially reflecting market concerns around
capital intensity, regulatory complexity, and conglomerate discounts. Our analysis also shows
that while insurance partnerships reduce the volatility of earnings, they do not lower equity
beta — suggesting a tighter co-movement with broader financial markets. Overall, the shift toward
insurance-backed capital alters not only the financial structure of AAMs but also their strategic
posture and investor risk profile.

The findings have relevance beyond the alternative-asset sector. They provide insights
into how the source and duration of funding influence firm growth, earnings composition, risk

exposure, and market valuation across financial institutions.

2. Institutional Background

For most of the past five decades, private-market sponsors financed themselves through

successive vintages of closed-end funds. Commitments from pension plans, endowments,



sovereign-wealth funds, and high-net-worth investors are drawn down, invested for five to seven
years, harvested, and returned — after which the general partner (GP) must raise a new fund. This
model produces attractive fee income (management fees plus carried interest) but embeds two
structural constraints: (1) capital transience, because every fund has a finite life; and (2) fund-
raising cyclicality, which exposes managers to market slowdowns and heightens earnings
volatility. Even when evergreen vehicles, such as business-development companies, are added,
the bulk of AUM is still subject to expiration dates and redemption options, making it difficult to
lock in the long-duration liabilities that match the illiquid nature of most private-market assets.

Unlike closed-end fund commitments, life-insurance and annuity premiums sit on an
insurer’s balance sheet for decades, providing a quasi-perpetual pool of investable assets. By 2024,
private-equity-backed insurers controlled an estimated 25 percent of U.S. individual-annuity
liabilities and well over $600 billion of general-account assets, according to industry estimates.®
In effect, the GP becomes both asset originator and liability manager: long-duration insurance
float is invested in higher-yielding private credit or real assets, and the net spread (investment
income minus policyholder crediting costs) accretes directly to the manager’s bottom line.
Landmark deals that re-defined the industry’s liability structure include Apollo’s merger with
Athene, KKR’s acquisition of Global Atlantic in 2020 and 2023, Blackstone’s $2.8 billion purchase
of Allstate Life in 2021 and a $2.2 billion 9.9% stake in AIG’s Life & Retirement unit, accompanied
by a mandate to manage $50-92 billion of assets over ten years, and Brookfield spinning out a
dedicated reinsurance vehicle in 2021, reinsuring $10 billion of American Equity Investment Life
(AEL) liabilities the same year, and agreeing to acquire the entire company for $4.3 billion in
20237

Although early movers, such as Apollo founding Athene, or Guggenheim’s purchase of
Security Benefit, established the playbook in the early 2010s, the deal cadence intensified between
2019 and 2021. Four macro-institutional forces converged:
e Low Interest Rates. Following three Federal Reserve cuts in 2019 and the emergency move to

the zero lower bound in 2020, 10-year U.S. Treasury yields collapsed to historic lows, compressing

5 Apollo's merger with Athene highlights PE's rush for insurance - S&P Global
6 Insurers will stake their claim in private credit
7 Brookfield Reinsurance to Acquire AEL in $4.3 Billion Transaction
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insurers’ investment margins and depressing valuations of legacy life businesses.® Low rates
made insurers motivated sellers and their liabilities attractive funding sources for PE sponsors.

e Deal Supply. Several insurance conglomerates (AIG, Allstate, American Equity) decided to
divest or reinsure life/annuity portfolios to free up capital for core P&C or to simplify their
structures, creating blockbuster transactions at scale.

o Capital-Market Tailwinds. Alternative managers had converted to C-corp status (Apollo 2020,
Blackstone 2019) and enjoyed rising stock prices, enabling stock-for-stock mergers and low-cost
debt issuance. Cheap financing lowered hurdle rates and made full acquisitions economically
compelling.

e Proof of Concept and Peer Imitation. Athene’s consistent mid-teens ROE and investment-grade
ratings demonstrated that PE-backed insurers could manage spread risk prudently while
boosting group earnings; rivals rushed to replicate the model as their own management fees came
under pressure.?

The pandemic-era market dislocation thus provided both the motivation (seller pressure)
and the means (buyer currency) for a concentrated wave of insurance deals. Figure 1 below shows
several key facts. First, the declining valuation multiples for life and retirement insurers between
2018 and 2021, as the Federal Reserve fund rate and the 10-year U.S. treasury note declined by
more than 200 basis points challenging life and retirement insurers. Second, the increasing
valuation multiples for AAMs that provided a valuation multiple premium relative to life and

retirement insurers arming them with lower cost of financing to pursue insurance deals.

8 How Prolonged Low Interest Rates Could Affect U.S. Life Insurers
9 Buyout barons struggle to heed Buffett doctrine
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Figure 1: Valuation Multiples for Select AAMs and Life & Retirement Insurers
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Source: Compiled by authors with data from S&P Capital IQ.
2.1 Why Life- & Retirement-Oriented Liabilities?

Alternative managers have zeroed in on fixed,0 fixed-indexed,!! and pension-risk-transfer
annuities,'2 universal-life cash-value products,’3 and institutional funding agreements!4 for three

reasons:

10 A fixed annuity provides the buyer (the annuitant) with guaranteed income payments, typically during retirement.
In contrast to variable annuities, the insurer promises a fixed rate of return for a set period.

11 A fixed indexed annuity is a hybrid annuity product that combines features of both fixed annuities and market-
linked returns, offering principal protection along with the potential for higher returns based on the performance of a
market index. As with fixed annuities and in contrast to variable annuities, principal of annuitant is protected.

12 A pension-risk-transfer annuity is typically part of a pension risk transfer strategy, where an employer purchases a
group annuity contract from an insurance company. This contract covers current retirees or sometimes deferred plan
participants. After the transfer, the employer is no longer responsible for making pension payments to those
individuals. The insurance company takes over and pays the monthly retirement benefits directly to the pensioners.

13 Universal life cash-value products combine a death benefit with a savings or investment component, known as cash
value. These products are designed to offer both lifelong protection and tax-advantaged wealth accumulation, with
flexibility in premium payments and death benefits. Unlike term life insurance, universal life policies offer lifetime
coverage as long as premiums are paid and the policy remains in force. Part of the premium goes into a cash value
account, which earns interest (based on either a fixed rate or market index, depending on the policy type).

14 Institutional Funding Agreements (IFAs) are investment products issued by insurance companies to pension funds,
endowments, corporations, or municipalities. IFAs promise a fixed or formula-based rate of return over a set period.
The principal is guaranteed by the issuing insurance company, subject to its creditworthiness —making IFAs low-risk



o Asset-Liability Duration Match. Deferred annuity reserves have average lives of 7-12 years, long
enough to absorb illiquidity premiums from private credit, infrastructure debt, and real-estate
lending —asset classes in which the sponsors claim an edge.
o Regulatory Capital Efficiency. Under U.S. risk-based capital (RBC) rules and Bermuda’s
Economic Balance Sheet framework, privately originated investment-grade loans carry roughly
the same capital charge as public bonds but offer 100-150 basis-points extra yield —an exploitable
arbitrage.!5
e Demographic Tailwind. The looming wave of baby-boomer retirements elevates demand for
guaranteed-income products; capturing both liability origination (policy sales) and asset
origination (private debt) under one corporate umbrella amplifies operating leverage.
o Underwriting Expertise. Property and casualty insurance liabilities require specialized
underwriting expertise given the nature of the risks involved. In contrast, life and retirement
products are relatively easier to price and underwrite.

Conversely, short-tail property and casualty insurance, long-term-care insurance, and
variable annuities with rich guarantees remain less attractive because of their short duration,

claims volatility, and needed underwriting expertise.

2.2 Deal-Structure Spectrum

While most large AAMs have pursued insurance premiums as a funding source, the ways that
they have sourced funding shows strategic bifurcation: Apollo and KKR adopt balance-sheet-
heavy integration, whereas Blackstone and Ares pursue minority-stake or IMA models to remain

asset-light. Figure 2 identifies the principal deal types:

compared to market-traded bonds or equities. These products are not offered to individuals —they are structured
exclusively for institutional buyers with the capacity to evaluate the counterparty risk. IFAs can be tailored to the cash
flow, duration, or return needs of the institution.

15 Why private equity sees life and annuities as an enticing form of funding
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Figure 2: Deal Types
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At the far end are full acquisitions, where the AAM takes 100 percent ownership of a life
insurer and consolidates its assets, liabilities, and statutory-capital obligations. Apollo’s 2021 all-
stock merger with Athene, KKR’s 2023 purchase of the remaining stake in Global Atlantic, and
Brookfield’s pending 2024 buy-out of American Equity Life each moved tens of billions of annuity
reserves directly onto the parent’'s balance sheet, maximizing alignment but also leverage
exposure. Slightly further left on the spectrum sit majority acquisitions. KKR’s initial 60 percent
purchase of Global Atlantic in 2020 exemplifies this structure: the buyer gains control and
consolidates results while leaving a minority interest outstanding.

Moving toward capital-lighter structures, the diagram shows minority stakes paired with
long-term investment-management agreements (IMAs). Blackstone’s 9.9 percent investment in
AIG Life & Retirement (2021) and Carlyle’s 19.9 percent acquisition of Fortitude Re (2018)
illustrate how a small equity position can secure a multi-year mandate over sizable general-
account assets without assuming full insurance liabilities. A variant substitutes an equity stake

plus block or flow reinsurance —as Brookfield did with its 2021 treaty covering American Equity



indexed annuities — transferring specific liabilities to a Bermuda reinsurer rather than buying the
parent company.

Still lighter are transactions that target the insurer’s asset-management arm rather than
the carrier itself. Blue Owl’s 2024 purchase of Kuvare Asset Management gave it control of
approximately $20 billion in outsourced CIO mandates with no insurance exposure. Even earlier,
some managers founded insurers de novo and layered an IMA on top — Apollo seeded Athene in
2009, and Ares capitalized Aspida in 2021 — choosing to build rather than buy. Finally, pure IMA-
only mandates, with neither equity nor liabilities, complete the spectrum; these arrangements
deliver fee income while leaving all underwriting risk with the ceding carrier. Taken together,
the deals range from total assimilation of an insurer to arm’s-length asset-management services,
giving AAMs a flexible menu for accessing permanent capital while calibrating balance-sheet
exposure and regulatory burden.

In many cases, AAMs have expanded their insurance platforms through block
reinsurance agreements, in which the PE-backed platform assumes liabilities from an incumbent
carrier, often via a Bermuda affiliate, such as in the case of Global Atlantic’s deal with MetLife in
2023. Reinsurance delivers the economic float without owning the insurer and can be executed
faster than statutory mergers. Such deals also let incumbents release capital while PE sponsors
curate asset exposures.

In sum, the late-2010s through early-2020s marked a structural inflection for the
alternative-asset industry. An unprecedented combination of low interest rates, motivated
insurance sellers, and maturing proof of concept propelled a concentrated burst of M&A that
moved hundreds of billions of life- and annuity-related liabilities under private-equity
stewardship. The shift from episodic fundraising to continuous, liability-backed capital re-
engineers both the funding cycle and the risk-return profile of leading sponsors, setting the stage

for the empirical analyses presented in subsequent sections of this paper.

3. Sample

The starting point for our sample is the constituents of the S&P Listed Private Equity
Index. The insurance acquisitions and partnerships we are focusing on have been pursued by
large AAMs. Indeed, when we search for insurance acquisitions and partnerships for smaller

AAMs we fail to find any. Therefore, to maintain comparability in size across the sample, we



focus on AAMs that at the end of 2024 have at least $100 billion in AUM. This leaves us with 11
AAMs. While the sample includes a small number of firms, they collectively hold more than $5.5
trillion in AUM by 2024, thereby representing a very economically meaningful part of private
markets investing.’e Given that the population of insurer-integrated AAMs is itself small, we treat
the analysis as a descriptive census and concentrate on economically meaningful levels and
changes, foregoing formal tests of statistical significance.

For these firms we collect data on their asset, income, and revenue composition. We collect
the asset (AUM), income, and revenue (fee related, performance based, principal activities and
spread) breakdowns from publicly available sources for individual firms like annual reports, SEC
tilings and websites for each firm. For each firm, we collect data on insurance acquisitions and
partnerships in the past eleven years. We exclude insurance deals made by a fund of the AAM as
these deals do not transform the AAMs at the corporate level, and their impact is likely contained
at the fund-level. We classify deals based on whether they are balance sheet heavy or light, per

the framework in Figure 2. Figure 3 presents an insurance classification matrix.

Figure 3: Classification of Alternative Asset Managers

16 Getting an accurate estimate of AUM held by AAMs is challenging. Excluding hedge funds, which are
not the subject of this study, AAMs are estimated to hold about $10-12 trillion in AUM globally
(https:/ /www.caisgroup.com/ articles/ an-introduction-to-alternative-investments).

This estimate includes privately held AAMs, such as Bain Capital, and small publicly listed AAMSs, both of
which are not included in our sample.
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4. Results
4.1 AUM Growth Analysis

We observe that total AUM of publicly listed AAMs grew five times, from $1.1 trillion in
2014 to $5.5 trillion by 2024 ($3.4 of which was fee-paying) (Figure 4). Total fee-paying AUM
followed a similar trajectory. The most striking pattern over time relates to credit. By 2024, these
AAMs had $2.5 trillion in credit-focused AUM, almost ten times what they had in 2014 (Figure
5).

Following Blackstone’s insurance deals, year-over-year AUM grew by ~$260 billion, $104
billion of which was an increase in credit strategies. For Apollo in the three years following the
merger with Athene, AUM grew by more than $250 billion. Credit AUM grew by ~$200 billion
during that period. Similar patterns can be observed across other firms. For Ares, following the
founding of Aspida, AUM grew by more than $300 billion, with credit AUM growing by ~$200
billion. For Carlyle, following the Fortitude Re deal, AUM grew by about $200 billion with $150

billion attributed to credit strategies.

Figure 4: AUM and Fee-Paying AUM Growth Over Time
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Figure 5: AUM Growth Over Time by Asset Class
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Moreover, we observe that firms with insurance partnerships account for an increasing
portion of AUM overtime. Specifically, the percentage of total AUM held by firms with insurance
partnerships reached 90% in 2024, up from 15% in 2014 (Figure 6).

Figure 6: AUM and Fee-Paying AUM Growth Over Time by Insurance Deal Type
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4.2 Product Scope Implications
Analyzing separately the percentage of AUM of private equity, credit, and real assets by

insurance type, we find that increasingly, all three are held mostly by firms with insurance



partnerships (Figure 7). Moreover, as of 2024, AAMs in the insurance heavy category hold a
particularly large portion of credit AUM, more so than equity AUM.

The relative emphasis on credit can be explained as follows. Captive annuity float gives
sponsors a stable buyer for newly originated middle-market loans, asset-backed financings, and
investment-grade private placements at spreads that exceed public benchmarks. This reliable
demand, in turn, encourages managers to scale origination platforms (warehouse facilities, joint
ventures, business-development companies), reinforcing their competitive edge vis-a-vis

traditional banks.

Figure 7: AUM Growth Over Time by Asset Class and Insurance Deal Type
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4.3 Operating Performance

Figure 8 shows that the total assets on the balance sheet and the revenues of the sample
AAMs have increased exponentially. We source data on operating performance from Worldscope
Fundamentals. Between 2014 and 2024, balance sheet assets increased from ~$300 billion to $1.3
trillion, and revenues grew from ~$40 billion to ~$140 billion. Much of this growth was driven by
AAMs with insurance partnerships, and particularly AAMs with insurance heavy operations. As
of 2024, insurance heavy AAMs constitute the vast portion of the total assets and revenues of the

sample companies. Operating income has remained relatively stable by comparison.



Figure 8: Assets, Revenue and Operating Income Growth Over Time by Insurance Deal Type
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For insurance heavy AAMs, this balance sheet expansion has come at the expense of lower
return on equity (ROE) and return on assets (ROA). Figure 9 shows the median ROE and ROA
across firms within each insurance type through time. We observe that these ratios are lowest for

insurance heavy AAMs.

Figure 9: ROE and ROA Over Time by Insurance Deal Type
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Alternative asset managers generate four primary types of revenue and income: fee,
performance, spread, and principal. Fee income consists of management fees charged on

committed or invested capital, typically calculated as a percentage of assets under management



and providing a stable, recurring revenue stream. Performance income refers to carried interest
or incentive fees earned when investment returns exceed predetermined hurdles; this income is
episodic and highly sensitive to market timing and exit conditions. Spread income arises
primarily from the difference between investment yields on general-account assets (such as
private loans) and the crediting rates paid to insurance policyholders; it is characteristic of AAMs
with integrated insurance platforms and is thought of as more stable than performance income.
Finally, principal income derives from returns on the firm’s own balance-sheet investments,
including co-investments alongside funds or direct asset ownership; while this can enhance
alignment with limited partners, it introduces mark-to-market volatility and potential capital risk.
Each revenue type has distinct cyclicality, capital requirements, and implications for valuation.
Figure 10 shows the median percentage contribution by revenue type across firms within
each insurance category through time. 17 It reveals a pronounced shift in revenue mix for
insurance-integrated AAMs This rebalancing reflects a fundamental change in the business
model —away from episodic, market-sensitive fee income and toward recurring, interest-spread-
based earnings streams. For insurance heavy AAMSs, most revenues come from insurance
operations. For no insurance AAMs, fees account for the bulk of revenues and increasingly so.
Across AAM categories, the percentage of revenues from performance fees varies over time,
representing the volatile nature of performance revenues. Light insurance AAMs also show a

similar pattern where in most recent years, fees represent the bulk of the revenues.

17 This approach helps minimize the skewed effect arising from Brookfield which has a corporate structure
that generates large principal revenues and earnings in our sample.



Figure 10: Revenue Composition Over Time by Insurance Deal Type
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Analyzing earnings rather than revenues provides a different picture, as shown in Figure
11. For insurance heavy AAMs, spread income represents much less of total income compared to
insurance revenues as a percentage of total revenues. Instead, fees are the most significant source
of income. While fees represent about 25% of the revenues by the end of the sample period, they
represent close to 50% of the income. Fees are also the most significant source of income for the
other two AAM categories. Performance sharing compensation structures consume meaningful
amounts of performance revenues, leading to a relatively lower percentage of income from

performance fees.



Figure 11: Earnings Composition Over Time by Insurance Deal Type

Earning Composition by Insurance Group and Year

= &
&

& & o

& @o m}v

& & L

& & &

& @ o

I I No Insurance

Light Insurance
‘ | Heavy Insurance

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Year

10

=]

8

=

6

=]

% Earning
S
o

2

=]

o

Figure 12 compares margins (earnings divided by revenues) by revenue type across deal
structures. Profitability margins for fee and performance related income are higher than for the
other income types and are close to 50% on average. However, the shapes of their distributions
differ, namely performance related margins are more volatile. Moreover, while fee income
margins are always positive, in some extreme cases, performance earnings are negative,
suggesting that performance related compensation exceeded performance revenues in that year.
Those observations are primarily driven by Ares. For spread income and principal income,
margins are lower and close to half those for fee and performance income types. We observe a

wide distribution of outcomes for principal income margin and in some cases it is even negative.



Figure 12: Profit Margin for Fees, Performance, Principal, and Spread Earnings
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Consistent with the previous exhibit, Figure 13 shows that fee and spread related revenues
and earnings are less volatile than those from performance and principal related sources. For each
firm in our sample, we calculate the volatility of year-of-year growth in revenues and earnings
by type over the last ten years (2014-2024). For each component, Figure 13 shows the median
volatility across the sample of 11 AAMs.



Figure 13: Fees, Performance, Principal, and Spread Revenue and Earnings Growth Volatility
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4.4 Valuation Implications

Figure 14 tracks price-to-earnings (P/ E) ratios over time by insurance deal type. We obtain
the forward-looking P/E ratios on a daily frequency from 2014 to 2024 from S&P Capital IQ. Then,
for each firm, we compute the median ratio for each year. Finally, we take the median of the P/E
ratios from the previous step within each insurance category and year. In 2014, AAMs with and
without insurance platforms traded at comparable multiples. Over the subsequent decade, P/E
ratios for AAMs expanded steadily from ~10 to ~20. This re-rating appears to reflect stronger
growth prospects for the industry. By the end of the sample period, we observe that AAMs with
no insurance operations have similar P/E ratio as insurance light AAMs and an earnings
valuation discount for insurance heavy AAMs. The lower P/E ratio for insurance heavy AAMs
could be explained by several factors including the capital intensity and regulatory complexity of
consolidated insurance operations, the market's application of lower multiples to spread-based

earnings relative to fee income, or a “conglomerate” discount relative to pure-play AAMs.



Figure 14: Price-to-earnings Multiple Over Time by Insurance Deal Type
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Figure 15 provides additional insights into the earnings valuation discount for insurance
heavy AAMs. For each year in our sample, we show the median equity beta (left panel) and stock
price volatility (right panel) of firms within each insurance deal type. To do so, we obtain equity
betas from Worldscope Fundamentals and calculate stock price volatility as the standard
deviation of a firm’s daily stock returns (USD) within a given year. We observe that insurance
heavy AAMs have higher equity betas than firms with light or no insurance activities despite
their similar levels of stock volatility. This suggests that their higher betas are driven by more

positive co-movements between their stock returns and the market’s returns.






Figure 15: Equity Beta and Return Volatility Over Time by Insurance Deal Type
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To paraphrase the famed gastronome Brillat-Savarin, you are what you acquire. As we
have shown above, insurance heavy AAMs take on certain return patterns related to those of life
insurers. Particularly during the post global financial crisis era, life insurers have, as a group,
been negatively exposed to interest rate risk (Koijen, Yogo, and Motohiro 2022). One mechanism
underlying this correlation: the negative impact to existing fixed-income holdings within an
insurer’s portfolio as yields rise.

For an AAM with little or no insurance exposure, it is unclear what impact higher yields
would have - while financing might become more expensive and some current assets might be
negatively impacted, such an environment may also allow for favorable terms on incremental
investments if cash on the sidelines were to be deployed.

To gauge whether this macroeconomic sensitivity ends up affecting insurance heavy
AAMs, we conduct an exercise analogous to the equity beta computation and analysis. We
compute, for each AAM, a “yield beta” by regressing AAM equity returns on changes in 10y UST
yields (10y constant maturity treasury from FRED). A negative exposure means the AAM
experiences negative returns when yields are rising (note that these betas can have high
magnitudes given yield moves are small compared to daily equity returns). We find, in Figure

16, that these yield betas are more negative for insurance heavy AAMs where we observe them



from 2021-2024. Both from the point of view of rate risk and equity risk, AAMs that take on
insurance businesses also take on new exposures, which both the AAMs themselves, and

investors constructing portfolios containing AAMs should consider.

Figure 16: Yield Beta Over Time by Insurance Deal Type
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5. Conclusion and Discussion

This paper documents how the integration of life insurance platforms has structurally
reshaped the economics, growth model, and market valuation of leading alternative asset
managers. Several conclusions emerge.

First, funding model transformation. The transition from closed-end fund vintages to
permanent insurance float provides an annuity-like stream of investable capital. This structural
shift enables firms to smooth fundraising cycles, enhance predictability in capital deployment,
and scale faster than peers reliant on episodic institutional commitments.

Second, product scope expansion. Lower funding costs and longer liability duration

unlock capital-intensive and longer-duration private credit and infrastructure strategies that were



previously subscale or uneconomic. The ability to warehouse and hold to maturity complements
fund-based investing and creates cross-platform origination synergies.

Third, earnings diversification. Spread income now accounts for a large and growing
share of both revenue and profits, complementing fees, performance, and principal sources of
income.

Four, valuation premiums or discounts. Public markets assign lower valuation multiples
to insurance-integrated AAMs. While the benefits are substantial, they come with challenges.
Insurance integration requires navigating solvency regulation, asset-liability management, and
complex capital structures. Cross-border reinsurance arrangements introduce opacity, and the
commingling of fee and spread businesses raises questions around governance, risk appetite, and
cultural fit.

Several questions warrant further exploration. First, to what extent will capital allocation
favor one revenue stream over another —spread versus fee —especially in downturns? Second,
how will regulatory responses (e.g., higher capital charges on privately originated assets) affect
the scalability of the model? Third, what are the implications for policyholders, institutional LPs,
and financial stability as traditional boundaries between asset management and insurance
continue to blur?

Taken together, the evidence suggests that insurance partnerships are not a peripheral
trend, but a foundational re-platforming of the alternative-asset-management industry. As AAMs
rewire their capital base around annuity float and reinsurance flows, they reshape not only their
own balance sheets and earnings but also the contours of competition, investment product

design, and long-term value creation across financial services.
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