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Executive Summary

T U.S.insurers’ exposure to collateralized loan obligations (CLOs) collateralized by bank loans and
middle market loans was $247.6 billion in book/adjusted carrying value (BACV) at year-end
2022, representing a 14.5% increase from about $216.3 billion at year-end 2021.

1 The pace of growth in insurers’ CLO investments, however, continued to slow in 2022, down
from 23% in 2021 and 28% in 2020 and 2019.

1 CLOs continue to represent a small proportion of U.S. insurers’ total cash and invested assets,
but they increased to almost 3% of the total from approximately 2.7% at year-end 2021.

1 The credit quality of U.S. insurers’ CLO investments that were reported in Schedule D Part 1 at
year-end 2022 improved slightly, with tranches rated investment grade (BBB and higher)
increasing to 82% of total CLO investments from almost 80% in 2021.

f Most U.S. insurer CLO investments continue to be held by large life companies—i.e., those with
at least $10 billion in invested assets—many of which have CLO asset manager subsidiaries.

f  The top 15 U.S. insurance groups accounted for half of the U.S. insurance industry’s total CLO
exposure.

For many investors, including U.S. insurers, collateralized loan obligations (CLOs) have represented an
attractive alternative investment with higher yields than traditional bond investments. Consequently,
U.S. insurers’ exposure to CLOs has been increasing over the last several years. After a couple of years of
double-digit growth in the mid-to-high 20% range (Refer to Chart 1), the pace of growth of U.S. insurers’
CLO exposure slowed in 2021 and 2022. Despite high inflation and concern regarding a possible
recession having a negative impact on new issuance, growth was 14.5% from year-end 2021 to year-end
2022 due in part to attractive investment opportunities in the rising interest rate environment. Bank
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loan defaults are expected to increase towards the end of 2023, particularly for speculative-grade
borrowers that make up CLO collateral, which could also contribute to a slowdown in new CLO issuance.

As of year-end 2022, U.S. insurers’ exposure to CLOs collateralized predominantly by leveraged bank
loans, and middle market loans increased to $247.6 billion in book/adjusted carrying value (BACV)
($243.9 billion of which was reported in Schedule D Part 1 — Bonds, and the remaining $3.7 billion was
reported in Schedule BA — Other Long-Term Investments) from $216.3 billion at year-end 2021.* Note
that U.S. insurers’ exposure to CLOs has doubled over the last four years.

Chart 1: U.S. Insurance Industry’s Historical CLO Exposure, 2018-2022

As in previous years, the majority of total CLO exposure was held by life companies at 78% of the total,
followed by property/casualty (P/C) companies at 19% at year-end 2022 (Refer to Table 1). Thisis not a
significant change from the prior year, and consistent with previous years, health and title companies
continue to have minimal exposure to CLOs.

Table 1: U.S. Insurers’ Exposure to CLOs by Industry Type, 2020-2022 ($BACV bil.)



While CLOs do not account for a large portion of the U.S. insurance industry’s total cash and invested
assets, or their overall bond investments, the two metrics have been trending higher over at least the
last few years (Refer to Chart 2). CLOs accounted for 2.9% of total cash and invested assets at year-end
2022, a slight increase from 2.7% the prior year but a whole percentage point higher than 1.9% at year-
end 2018. As a percentage of total bond investments, CLOs have increased to 4.7% at year-end 2022
from 4.4% at year-end 2021 and much higher than 2.8% in 2018.

Chart 2: CLO Exposure as a Percentage of Cash and Invested Assets and Bond Investments, 2018-2022

Consistent with prior years, large companies accounted for about 80% of the U.S. insurance industry’s
CLO exposure at year-end 2022. U.S. insurers with assets between $1 billion and $10 billion accounted
for an additional 18% of the industry’s exposure
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Private equity (PE)-owned U.S. insurers, which totaled 137 as of July 2023, owned approximately $53
billion in CLO investments at year-end 2022. This includes $51.6 billion as reported in Schedule D Part 1
(Bonds), with the remaining $1.4 billion reported in Schedule BA (Other Long-Term Investments). In
comparison, at year-end 2021, PE-
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