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SOCIETY OF ACTUARIES
Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership.  While the positive contributions of professional societies and associations are 
well-recognized and encouraged, association activities are vulnerable to close antitrust scrutiny.  By their very nature, associations bring together industry competitors 
and other market participants.  

The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote 
competition.  There are both state and federal antitrust laws, although state antitrust laws closely follow federal law.  The Sherman Act, is the primary U.S. antitrust law 
pertaining to association activities.   The Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade.  There are, 
however, some activities that are illegal under all circumstances, such as price fixing, market allocation and collusive bidding.  

There is no safe harbor under the antitrust law for professional association activities.  Therefore, association meeting participants should refrain from discussing any 
activity that could potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership 
restrictions, product standardization or other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to 
antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with 
competitors and follow these guidelines:

• Do not discuss prices for services or products or anything else that might affect prices
• Do not discuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.
• Do not speak on behalf of the SOA or any of its committees unless specifically authorized to do so.

• Do leave a meeting where any anticompetitive pricing or market allocation discussion occurs.
• Do alert SOA staff and/or legal counsel to any concerning discussions
• Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.

Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed.  These guidelines only 
provide an overview of prohibited activities.  SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the 
formal agenda should be scrutinized carefully.  Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or 
concerns.
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Presentation Disclaimer

Presentations are intended for educational purposes only and do not replace 
independent professional judgment. Statements of fact and opinions expressed are 
those of the participants individually and, unless expressly stated to the contrary, 
are not the opinion or position of the Society of Actuaries, its cosponsors or its 
committees. The Society of Actuaries does not endorse or approve, and assumes no 
responsibility for, the content, accuracy or completeness of the information 
presented. Attendees should note that the sessions are audio-recorded and may be 
published in various media, including print, audio and video formats without further 
notice.
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Duration matching vs cashflow matching
Kevin McLaughlin, Insight Investment 



Duration matching versus cash flow matching

Why?
• Assets are required to perform several functions

• Control funded status volatility
• Close the funding gap; and
• Be available to pay benefits 

What’s different, why now?
• Closed/frozen plans with a cash-flow negative profile 
• Underfunding - insufficiency of matching assets 
• Decumulation phase creates heightened sensitivity to timing of 

returns and forced selling risks 
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Duration: Why does it matter? 

Duration is a key measure of interest rate risk

• When yield falls, price rises

• Long duration bond prices rise (or fall) by 
more than short duration prices

So…

• If we expect yields to fall, we want to hold 
more long duration instruments

• If we expect yields to rise, we would not 
want to hold long duration instruments
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Duration matching instruments

Duration instrument Advantage Disadvantage

Treasuries  Liquidity  Expensive
Inconsistent with desire to hedge Accounting / 
ERISA/PPA liabilitySTRIPS  Greater capital efficiency

Long corporate/credit  Lower cost
 Better match for GAAP / PPA

Benchmark limitations restrict matching fit
Additional benchmark inefficiencies
Liquidity
Tracking error to liability cash-flows

Cash plus swaps / futures  Flexible 
 Most capital efficient 

Need to manage leverage 
Expensive if fully cash backed 
Basis risks introduced 

Custom approaches  Optimize cost and risk trade-offs Do not generate required cash-flows

• Solutions can be optimized relative to a liability benchmark
• Liquidity and cashflow needs are not considered 
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Insight calculations are estimates only and based on summary data.  Actual outcomes may differ materially from modeled outcomes.  

Structure of a typical duration matching solution

Well funded solution 
• 100% duration matched with 

minimal exposure across the curve

Typical underfunded solution 
• 80% duration matched with large 

key rate duration exposures
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Cash flow matching risks

For illustrative purposes only. PBO single effective discount rate = 3.56%. Considers 10 years of benefit payments, admin expenses and PBGC premium outflows. Liability target = 110% PBO + PV expenses at year 10. 
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Revisiting liability cash flows

For illustrative purposes only.

For many plans 40%-70% of current assets may be spent down in the next 10 years 

Cash flow
matching pool

Projected outflows

Return seeking
assets

Duration based 
liability hedging 

assets 



Summary 

• Increasingly plans have to manage assets to meet 
cashflow and to manage duration

• Combined solutions may be attractive
• But how much should you allocation to each?
• How can this fit into a glide path strategy?  
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Duration matching vs cashflow matching
Matthew Bale, Risk First 
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Case Study 1
• Traditional DB plan
• 80% funded on US GAAP
• 60% growth assets
• 40% fixed income

• 20% Long Govt Credit
• 20% Long Strips
• Plus swap overlay to get 100% hedge ratio
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Case Study 1 – VaR and Hedge Ratio

• Completion manager has used strips and 
overlays to hedge interest rate risk

• Significant growth asset risk remains
• Credit risk not addressed in this example
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Case Study 1 – The hidden cashflow risk…
• Duration at expense 

of short term 
cashflows

• Need to pay 
pensions!

• If contributions are 
low, plan is a forced 
seller of assets

• Exposed to short 
term asset shocks

• Illiquid growth assets 
compound issue
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Case study 2
• Cash balance plan
• 100% funded
• 100% cashflow matching

• Treasuries
• Strips
• Corporates
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Case study 2 – “Perfect” cashflow match
• Close match across 

maturities
• Some issues 

remain
• Some bucketing at 

longer tenors
• Lack of available 

assets to meet ultra 
long cashflows

• Credit defaults
• …



18

Case study 2 – More hidden risk! 
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Case study 2 – It’s a cash balance plan
• The cashflows aren’t 

fixed
• Cashflows vary in line 

with Interest Crediting 
Rate

• Cashflows themselves 
are interest rate 
sensitive

• Duration of plan is 
much lower
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Lessons from case studies
• Cashflow matching

• Important for near-term cashflows
• Works well for traditional annuities, but think through other 

benefit structures
• Duration matching

• Flexible to address non-traditional benefit structures
• Short-term cashflows often compromised

• A well rounded de-risking strategy probably looks at 
both!



Duration matching vs cashflow matching
Sean Kurian, Conning
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Target Strategy: Customization At 110% Funded
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$24m.

 Customized hedging strategy matches the liability 
sensitivities, while improving spread hedge.

Risk Profile
Funded Status Value-at-Risk (VaR)2

Target Strategy
Asset Allocation

Duration Profile1

Asset/Liability Interest Rate Sensitivity

1Source: Bloomberg Index Services Limited. Used with permission. 
©2017 Analytics Provided by “The Yield Book”® Software and Services

2Hypothetical model results are generated using GEMS® Economic Scenario Generator. See LDI Hypothetical Model Disclosure at the end of the presentation for additional information.  
Represents sample pension plan analytics. Prepared by Conning, Inc., using pension plan data provided by the client and/or its consultant, for illustrative purposes only.
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Growth
Portfolio

Hedging 
Portfolio

Current
(80% Funded)

Proposed
(80% Funded)

Phase 1
(90% Funded)

Phase 2
(100% Funded)

Target Strategy
(110% Funded)

Change in Surplus ($m)
-$124 m -$103 m

Funded Status 
Value-at-Risk

Funded Status 
Value-at-Risk

-$71 m -$40 m -$24 m

Funded Status 
Value-at-Risk

Funded Status 
Value-at-Risk

Funded Status 
Value-at-Risk

Strategic Glidepath: Customization Reduces VaR Before Target Strategy is Reached



Hedge Portfolio: Key Metrics



Funded Status VaR Matrix
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• Questions 





Provide Your Feedback
Your input is invaluable and helps the SOA to provide 
feedback to presenters and future program committees. 
Session evaluations will be sent electronically for each 
session you attended. Please take the time to provide your 
feedback.

In addition to the individual evaluations, an overall 
evaluation form will be sent electronically to all attendees 
after the meeting. Your feedback is important and the 
results will assist us in planning future meetings.
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