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MANAGEMENT'S DISCUSSION AND ANALYSIS

This Management’s Discussion and Analysis for Industrial Alliance Insurance and Financial Services Inc. (“iA Insurance” or the 
“Company”) is dated July 30, 2020. iA Financial Corporation Inc. (“iA Financial Corporation”) became the parent company of iA Insurance 
on January 1, 2019, as a result of a plan of arrangement (the “arrangement”). This Management’s Discussion and Analysis should be 
read in conjunction with the unaudited interim condensed consolidated financial statements for the three and six months ended 
June 30, 2020 and 2019. It should also be read with the Management’s Discussion and Analysis and the audited consolidated financial 
statements for the year ended December 31, 2019. The Rolling Nine Quarters Financial Information Package may contain additional 
data that complements the information in this Management’s Discussion and Analysis.
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HIGHLIGHTS1

1  
Profitability – In the second quarter of 2020, iA Insurance recorded net income attributed to its sole common shareholder, iA Financial 
Corporation, of $193.1 million, compared to $181.2 million a year earlier. This increase is mainly explained by the positive impact of 
growth in equity markets (related to universal life insurance policies and investment fund income), the gain on the sale of iA Investment 
Counsel Inc. (mentioned below) and the increase in net premiums and investment income.

Business growth – Premiums and deposits totalled nearly $2.7 billion for the quarter, up from second quarter 2019 (+5%). Total assets 
under management and administration were down slightly during the quarter (-1%) mainly due to the sale of iA Investment 
Counsel Inc., amounting to $173.4 billion at June 30, 2020. In Canada, second quarter sales were particularly good for Individual 
Insurance (+10%), segregated funds (+10%), Employee Plans (+$18.8 million) and iAAH (+11%). Gross mutual fund sales were up 4% 
year over year at $504.6 million, and net sales were positive for the first time since first quarter 2018 with inflows of $49.9 million. 
Segregated funds recorded strong net inflows totalling $417.0 million. In the U.S., Individual Insurance sales were up year over 
year (+33%), while Dealer Services sales were impacted by the negative effects of the pandemic like in Canada, albeit to a lesser 
extent.

Launch of participating life insurance product – On June 8, 2020, iA Financial Group’s Individual Insurance sector rounded out its 
product lineup by launching iA PAR, a flexible new participating life insurance product designed for clients looking to maximize their 
estate value, gain access to a source of liquidity and diversify their investments. The iA participating account will be managed by the 
team at iA Investment Management, a subsidiary of iA Financial Group.

COVID-19 pandemic and macroeconomic changes – Since March 2020, the COVID-19 pandemic has had major, unprecedented 
implications for both society and the economy. How long it will last, the effectiveness of government measures to slow its spread and 
the impact of those measures on the economy all remain uncertain. As a result, we cannot accurately predict the total bearing the 
pandemic will have on the Company’s financial results for 2020, but the impact could be material. Despite the short-term negative 
impacts of the pandemic on its results, the Company remains financially solid, as demonstrated by its above-target solvency ratio, 
sound debt ratio, adequate liquidity and well-positioned reserves. The Company’s business continuity protocol has continued, as 
discussed when the first quarter results were released on May 7, 2020. This protocol aims to ensure clients a quality of service that 
is similar to or better than before the pandemic and enable employees and advisors to continue all their activities, supported by 
secure processes.
 
Financial position – The solvency ratio was 121% at June 30, 2020, compared with 116% at the end of the previous quarter and 125%
a year earlier. This is above the minimum required by regulatory authorities as well as the Company’s target range of 110% to 116%.

Dividend – iA Insurance did not declare any dividend for the second quarter of 2020 or for the third quarter of 2020 to its sole common 
shareholder, iA Financial Corporation.

Sale of iA Investment Counsel – As announced on March 2, 2020, the Company completed the sale of iA Investment Counsel Inc. to 
CWB Financial Group on June 1, 2020. This sale reflects iA Financial Group’s decision to focus on serving the wealth management 
needs of high-net-worth Canadians exclusively through its expanding network of independent, entrepreneur-owned investment 
advisory practices. 

Sale of residential mortgage portfolio – On May 27, 2020, the Company committed to sell its residential mortgage portfolio. The sale 
reflects management’s decision to exit the residential mortgage market and focus on the multi-residential and non-residential markets. 
Subject to required approvals, the transaction is expected to close on September 1, 2020. Note that this commitment is not reflected 
in the second quarter 2020 financial statements. 

Executive Committee – On May 20, 2020, Sean O’Brien was appointed Executive Vice-President, Wealth Management, and François 
Blais was appointed Executive Vice-President, Dealer Services and Special Risks. This growth-oriented reorganization will enable the 
Company to better position itself in the Canadian wealth management market and to meet future challenges in this sector.

Board of Directors – The Company’s Annual Meeting was held on Thursday, May 7, for the first time in a virtual setting. At this event, 
Jacques Martin, Chair of the Board, announced the election of the twelve directors named in the Proxy Circular dated March 9, 2020.

1  This section presents non-IFRS measures. See “Non-IFRS Financial Information” at the end of this document. 
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SEGMENTED INFORMATION (Continued)

Segmented Income Statements (Continued)

(in millions of Canadian dollars) Quarter ended June 30, 2019

Individual Group

Insurance
Wealth

Management Insurance

Savings 
and 

Retirement
US

Operations Other Total

$ $ $ $ $ $ $

Revenues

Net premiums 391 643 413 339 120 77 1,983

Investment income 1,356 66 48 107 54 40 1,671

Other revenues 32 365 15 24 20 (31) 425

1,779 1,074 476 470 194 86 4,079

Operating expenses

Gross benefits and claims on contracts 192 514 293 305 100 38 1,442

Ceded benefits and claims on contracts (56) — (14) (7) (57) 9 (125)

Net transfer to segregated funds — 110 — 86 — — 196

Increase (decrease) in insurance contract liabilities 1,354 68 2 50 73 3 1,550

Increase (decrease) in investment contract liabilities — — 7 — — — 7

Decrease (increase) in reinsurance assets (14) — (1) — (24) (2) (41)

Commissions, general and other expenses 202 323 153 26 86 5 795

Financing charges 6 1 6 — — 1 14

1,684 1,016 446 460 178 54 3,838

Income before income taxes and allocation of other
activities 95 58 30 10 16 32 241

Allocation of other activities 25 1 1 1 4 (32) —

Income before income taxes 120 59 31 11 20 — 241

Income taxes 23 14 9 3 5 — 54

Net income attributed to shareholders 97 45 22 8 15 — 187


