The NAICis Capital Markets Bureau monitors developments in the capital markets globally and analyzes
their potential impact on the investment portfolios of U.S. insurance companies. A list of archived Capital
Markets Bureau Special Reports is available via the INDEX.

U.S. Insurers’
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largest increase during the time period analyzed; growth was the slowest at year-end 2015 and 2018 at
less than 1.5%.

Chart 1: Historical U.S. Insurance Industry Total Cash and Invested Assets, 2010-2019

Note: Includes affiliated and unaffiliated investments.






in mortgage loan exposure has exceeded the annual growth of cash and invested assets since 2011.
Furthermore, over the last 10 years, the industry’s exposure to mortgages has almost doubled,
increasing by approximately 90% from 2010 to 2019. (See Chart 2).

Chart 2: Historical U.S. Insurance Industry Total Mortgages, 2010-2019

Life insurance companies hold approximately 96% of the industry’s mortgages, as they match well with
the long-term nature of their liabilities. In addition, commercial mortgage loans represent almost 90% of
the industry’s total mortgage exposure. For more details on mortgages, please refer to the NAIC Capital
Markets Special Report titled “U.S. Insurers’ Exposure to Mortgage Loans Continues to Steadily Increase
Through Year-End 2019.”

Although life insurers’ commercial loan portfolios have performed well historically and experienced
minimal losses through previous economic and credit cycles, commercial mortgage loans with exposure
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Table 3: Bond Breakdown by Insurer Type, Year-End 2019 (BACV$ in millions)

The credit quality of the U.S. insurance industry’s bond holdings has maintained its position compared to
2018. Investment grade bonds, or those with reported NAIC 1 or NAIC 2 designations, accounted for
94.9% of total bonds, which is unchanged from 2018. Below-investment grade bonds, or those with
reported NAIC 3 designations and below, represented 5.1% of bond exposure.

Chart 4: Reported Credit Quality of U.S. Insurance Industry’s Bond Portfolio at Year-End 2019

The COVID-19 pandemic and a sharp decline in oil prices in the first quarter of 2020 has resulted in
significant pressure on credit quality. With most of the U.S. and many other countries practicing



While approximately 30% of the rating actions affected investment grade issuers, the majority affected
high-yield issuers, which tend to have weaker liquidity and refinancing profiles. AlImost half of S&P’s
rating actions resulted in downgrades and affected about 20% of their rated corporate issuer universe.
The U.S. insurance industry’s corporate bond investment portfolio should be relatively insulated from
the record level of negative rating actions, as it predominantly consists of higher credit quality
companies who have greater financial flexibility to withstand the negative credit effects of
macroeconomic shocks. However, it may nonetheless be subject to some credit quality deterioration as
the credit impact resulting from the COVID-19 pandemic and the oil price shock was fairly broad-based.

Furthermore, almost 1,500 structured finance tranches rated by S&P experienced at least one rating
action through June 19. More than 85% of the affected tranches were in North America. Collateralized
loan obligations (CLOs), RMBS, and CMBS were the most affected structures. While the majority of the
rating actions have been negative CreditWatch placements, 115 RMBS tranches and four CLO tranches
have been downgraded. For more details on
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