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Market Segment Outlook:
Italy Life Insurance

AM Best has revised its outlook on the Italian life insurance segment to Stable from Negative.

The revision of the outlook to Stable primarily reflects the improvement in lapses and AM Best
expectations that companies can continue to adjust to keep positive net inflows.

The Stable outlook also reflects the following factors:

* Robust top line development.

* Highly concentrated market.

* Manageable fiscal burden from the 2026 Budget Law.
* Regulation focused on preserving liquidity.

Robust Top Line Development

AM Best expects life insurance premium income to remain resilient in 2026, consolidating its
recovery trend. Demand for both traditional and unitlinked products is expected to drive top
line growth, although global geopolitical tensions and financial markets’ volatility have the
potential to limit the development of the market in the short to medium term.

The interest rate environment provides favourable conditions for life insurers, allowing them to
maintain healthy profit margins and investment returns.

Additionally, net inflows are expected to remain healthy and surrenders largely manageable,
reversing a trend that has been a headwind for the industry in recent years. According to
Associazione Nazionale fra le Imprese Assicuratrici (ANIA), Italy’s life segment recorded a net
inflow of EUR 9.9 billion in 2025, compared to a net outflow of EUR 3.5 billion the previous
year.

The sharp improvement is attributable to both traditional and unitlinked products. Favourable
developments in the financial markets have increased the willingness of Italian savers to take

on investment risk through unit-linked products, in conjunction with interest rate cuts in 2024
that diminished the attractiveness of deposits and domestic Government bonds (BTPs) as
alternatives to traditional saving products. However, AM Best notes that BTPs will remain an
attractive savings alternative as they offer a 10-year yield above 3.5%—among the highest in the
eurozone—and domestically are widely considered low-risk, free-from-fees, and tax efficient.

Italy’s life insurance segment remains dominated by traditional savings policies, posing a
challenge for Italian life insurers’ product mix diversification. Demand for unit-linked products is
supporting the segment’s slow transition to capital-light products in an effort to improve capital
efficiency and revenue diversification.

Copyright © 2026 A.M. Best Company, Inc. and/or its affiliates. All rights reserved. No portion of the content may be reproduced, distributed, or stored in a
database or retrieval system, or transmitted, or uploaded into any external applications, algorithms, bots or websites, including those using artificial intelligence or machine
learning technologies such as large language models (LLM), generative Al (Gen-Al) or retrieval-augmented generation (RAG) in any form or by any means without the prior written
permission of AM Best. AM Best does not warrant the accuracy, completeness, or timeliness of the AM Best content. While the content was obtained from sources believed to
be reliable, its accuracy is not guaranteed. You specifically acknowledge that neither AM Best nor the content gives any investment, financial, tax, insurance, or legal advice. You
are solely responsible for seeking competent professional advice before making any investment, financial, tax or insurance decision. For additional details, refer to our Terms of
Use available at the AM Best website: https://web.ambest.com/about/terms-of-use.




Market Segment Outlook [taly Life Insurance

Highly Concentrated Market

The Italian life insurance segment continues to exhibit an elevated level of concentration, both by
market participants and distribution channels. Roughly half of total life premiums are written by
three companies and distributed through bancassurance channels. These two factors act as barriers to
entry for new companies and prevent smaller participants from gaining market share.

Manageable Fiscal Burden from the 2026 Budget Law

The 2026 Budget Law introduces a permanent contribution from Italian banks and, to a lesser extent,
insurance companies. Provisions in the law include the suspension of Deferred Tax Asset (DTA)
deductions, and a 2% increase in the regional tax on production activities (IRAP).

AM Best expects these measures not to put significant pressure on profit margins for life insurers, with
the impact largely manageable as the additional costs will likely be passed on to policyholders.

Regulation Focused on Preserving Liquidity
The Italian regulatory environment is expected to remain consistent and in line with the rest of the
European Union (EU) with an increased focus on liquidity for life companies.

The review of Solvency II, to be implemented by January 2027, will bring some capital relief to the
sector, primarily driven by the use of a lower cost of capital ratio in the calculation of the risk margin.
In addition, the review includes a number of refinements of measures aimed at stabilising the solvency
ratio against short-term volatility.

The regulator’s focus on liquidity risk management is demonstrated by additional reviews of intra-
group liquidity lines, as well as close monitoring of lapse risk through mandatory mass lapse scenarios
within the ORSA and the fully operational Life Insurance Guarantee Fund (Fondo Garanzia Vita),
which aims to facilitate portfolio transfers for troubled life insurers. In addition, the Istituto per la
Vigilanza sulle Assicurazioni (IVASS) extended the option to suspend the recognition of unrealised
losses on non-durable investments for fiscal years 2025 and 2026, provided that an amount equivalent
to the loss is allocated to non-distributable profit reserves, giving greater stability to reported balances.

Economic Overview

According to the International Monetary Fund’s (IMF) April 2026 projections, Italy’s real gross
domestic product (GDP) growth is expected to remain at 0.5% in 2026 and 2027. Growth will be
supported by the EU’s Next Generation transfers and the country’s services sector. While economic
growth has remained positive, it lags the Euro Area which is projected to grow by 1.1% and 1.2%
in 2026 and 2027, respectively. Short-term risks to the downside include higher US tariffs, a
stronger euro and ongoing global uncertainty. Longer-term structural challenges include an aging
population and a shrinking workforce, though recent immigration inflows should somewhat
mitigate the issue.

Inflation is projected to rise from 1.6% in 2025 to 2.6% in 2026 and 2.4% in 2027, which is above
the European Central Bank’s (ECB) target of 2.0%. The ECB last lowered its policy rate in June
2025 to 2.0% and has kept rates unchanged since then. A renewed rise in energy-driven inflation
would likely complicate the monetary policy outlook by delaying further easing and requiring the
ECB to maintain a restrictive stance for longer.



Market Segment Outlook [taly Life Insurance

GUIDE TO BEST’S MARKET SEGMENT OUTLOOKS

A market segment outlook reflects AM Best’s forward-looking assessment of the expected operating environment and conditions within a segment over the next 12 months. It is based on factors such as economic
conditions, the regulatory environment, the competitive landscape, as well as performance trends and other considerations. The outlook provides context for how these factors collectively shape the segment’s trajectory.

ABest’s Market Segment Outlook, like a Best's Credit Rating Outlook for a company, can be Positive, Negative, or Stable.

Best’s Market Segment Outlook

Positive APositive outlook indicates that market conditions are expected to improve or support operations and strong performance within the segment over the next 12 months.

Stable A Stable outlook suggests that market conditions are expected to remain broadly consistent with the current environment, with no material positive or negative shifts anticipated with the segment over
the next 12 months.

Negative ANegative outlook signifies that market conditions are expected to deteriorate or present challenges to operations and performance within the segment over the next 12 months..
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Best’s Financial Strength Rating (FSR): an independent opinion of an
insurer’s financial strength and ability to meet its ongoing insurance policy and
contract obligations. An FSR is not assigned to specific insurance policies or
contracts.

Best’s Issuer Credit Rating (ICR): an independent opinion of an entity’s
ability to meet its ongoing financial obligations and can be issued on either a
long- or short-term basis.

Best’s Issue Credit Rating (IR): an independent opinion of credit quality
assigned to issues that gauges the ability to meet the terms of the obligation
and can be issued on a long- or short-term basis (obligations with original
maturities generally less than one year).

Best’s National Scale Rating (NSR): a relative measure of credit-
worthiness in a specific local jurisdiction that is issued on a long-term basis
and derived exclusively by mapping the NSR from a corresponding global ICR
using a transition chart.

Rating Disclosure: Use and Limitations
A Best’s Credit Rating (BCR) is a forward-looking independent and objective opinion
regarding an insurer’s, issuer’s or financial obligation’s relative creditworthiness.
The opinion represents a comprehensive analysis consisting of a quantitative and
qualitative evaluation of balance sheet strength, operating performance, business
profile, and enterprise risk management or, where appropriate, the specific nature
and details of a security. Because a BCR is a forward-looking opinion as of the
date it is released, it cannot be considered as a fact or guarantee of future credit
quality and therefore cannot be described as accurate or inaccurate. A BCRis a
relative measure of risk that implies credit quality and is assigned using a scale with
a defined population of categories and notches. Entities or obligations assigned
the same BCR symbol developed using the same scale, should not be viewed as
completely identical in terms of credit quality. Alternatively, they are alike in category
(or notches within a category), but given there is a prescribed progression of
categories (and notches) used in assigning the ratings of a much larger population
of entities or obligations, the categories (notches) cannot mirror the precise
subtleties of risk that are inherent within similarly rated entities or obligations. While
a BCR reflects the opinion of A.M. Best Rating Services, Inc. (AM Best) of relative
creditworthiness, it is not an indicator or predictor of defined impairment or default
probability with respect to any specific insurer, issuer or financial obligation. A BCR
is not investment advice, nor should it be construed as a consulting or advisory
service, as such; it is not intended to be utilized as a recommendation to purchase,
hold or terminate any insurance policy, contract, security or any other financial
obligation, nor does it address the suitability of any particular policy or contract for
a specific purpose or purchaser. Users of a BCR should not rely on it in making any
investment decision; however, if used, the BCR must be considered as only one
factor. Users must make their own evaluation of each investment decision. A BCR
opinion is provided on an “as is” basis without any expressed or implied warranty.
In addition, a BCR may be changed, suspended or withdrawn at any time for any
reason at the sole discretion of AM Best.
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