The NAIC Capital Markets Bureau monitors global capital markets developments and analyzes their
potential impact on the investment portfolios of U.S. insurance companies. Previously published NAIC
Capital Markets Special Reports are available via the Capital Markets Bureau web page and the NAIC

archives (for reports published prior to 2016).
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Executive Summary

1 The global economy remained resilient in 2024 as inflationary pressures continued to ease amid
decreasing interest rates.

T The Federal Reserve lowered the federal funds rate for the first time this year in September and
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Credit Spreads Near Historical Lows

Corporate bond spreads tightened in 2024, falling to levels not seen in decades. The resilient U.S. economy
and the Fed’s rate cut cycle supported
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December and posted more than 35 record closing highs throughout the year. While the Dow Jones
Industrial Average weakened in December, its YTD return was approximately 17% as of mid-December,
and it surpassed a record level of 45,000 in early December. (Refer to Graph 6.)

Graph 6: U.S. Equity Market Indices Performance, YTD Mid-December 2024, % Returns
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The NAIC Capital Markets Bureau performs a monthly analysis on U.S. insurers’ unaffiliated publicly traded
common stock exposure at year-end 2023 (which totaled $538.9 billion book/adjusted carrying value
[BACV]), and year to date as of November 2024, it experienced a weighted average increase of 22.5%.
Property/casualty (P/C) insurance companies (which have a higher relative equities exposure compared
to other insurers) and insurers whose equity exposure is a significant percentage of total capital and
surplus should generally benefit from the strong equity market performance in 2023 and 2024.

All 11 S&P 500 sectors experienced positive returns year to date as of mid-December. The communication
services sector, the information technology (IT) sector, and the consumer discretionary sector posted the
largest gains at approximately 45%, 38%, and 36%, respectively. The communication services sector
includes entertainment, social media, and wireless and streaming companies, among others. The recovery
in advertising spending post-pandemic, as well as growing demand for content streaming services, have
been major contributors to the sector’s performance. The information technology sector has been fueled
by continued growth in artificial intelligence (Al), cloud computing, and semiconductor demand. The
communication services and IT sectors include several of the so-called Magnificent Seven stocks.
Consumer resilience and strong demand in retail, travel, and leisure have driven robust returns in the
consumer discretionary sector.

Oil Prices Remain Below $100 Per Barrel

Oil prices, as measured by the West Texas Intermediate (WTI) crude oil price, reached a multi-year high
of $120 per barrel in June 2022 due in part to the Russia-Ukraine crisis but have since declined



significantly, reaching about $69 per barrel in early December 2024—a similar rate from the year prior.
Oil prices were approximately $73 per barrel at the beginning of 2024 and ranged between $66 and $88
per barrel throughout the year. (Refer to Graph 7.) Energy companies experienced a 7% increase year to
date according to the S&P 500 Index as of mid-December. U.S. insurers’ investment in oil and gas
companies at year-end 2023 was estimated to be about $149 billion in bonds and $43 billion in common
stock, representing about 2% of the industry’s total cash and invested assets.

Graph 7: Crude Oil Prices ¢ West Texas Intermediate, 2023 ¢ Mid-December 2024
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The Capital Markets Bureau will continue to monitor trends in the capital markets and report on any
developments as deemed appropriate.

Questions and comments are always welcome. Please contact the NAIC Capital Markets Bureau at
CapitalMarkets@naic.org.

The views expressed in this publication do not necessarily represent the views of the NAIC, its officers, or its
members. NO WARRANTY IS MADE, EXPRESSED OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY, OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY OPINION OR INFORMATION GIVEN OR
MADE IN THIS PUBLICATION.
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