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The NAIC's Capital Markets Bureau monitors developments in the capital markets globally and
analyzes their potential impact on the investment portfolios of US insurance companies. A list of
archived Capital Markets Bureau Special
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By insurer type, exposure to bonds with NAIC 2 designations also grew—some more than others (see

Chart 2). Life and fraternal companies had the largest exposures to NAIC 2 bonds, with 32% and 35% of

total bonds as of year-end 2016, respectively. Life companies maintained their NAIC 2 exposure at a
relatively stable rate, increasing only three percentage points over the 2004 to 2016 time frame, while

fraternal companies increased their exposure by 10 percentage points. As of year-end 2016, bonds with

NAIC 2 designations represented a relatively smaller portion of P/C, title and health companies’
investment portfolios, at 15%, 23% and 16% of total bonds, respectively. However, as a percentage of
total bonds, exposure doubled at P/C and health companies and tripled at title companies.

Chart 2: Industry Exposure to Bonds with NAIC 2 Designations by Insurer Type, 2004-2016
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Table 3: U.S. Insurance Industry NAIC 2 Bond Exposure as of Dec. 31, 2016 (BACV % of Total)
Credit Quality Category
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The Capital Markets Bureau will continue to monitor trends in the U.S. insurance industry’'s exposure to
NAIC 2-designated bonds, looking for indications of risk-taking, if any.
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