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The 1$Ζ&ȇV�&DSLWDO�0DUNHWV�%XUHDX 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 Reports is available via the LQGH[
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The U.S. insurance industry's foreign exposure has remained at 12% of total cash and invested assets
since at least 2013. Canada and European Union (EU) countries accounted for 56% of the industry's
total foreign investments at year-end 2015, unchanged from 2014, but down from 60% at year-end
2013. This report updates the NAIC Capital Markets Bureau's "Year-end 2014 Foreign Exposure in the
U.S. Insurance Industry" special report that was published on Jan. 21, 2016.

Since the publication of the aforementioned report, Brexit came a step closer to reality with a "yes" vote
on June 23, 2016. Additionally, oil prices collapsed from more than $100 per barrel in 2014, straining the
budgets and economies of oil exporting emerging market countries. The International Monetary Fund
(IMF) World Economic Outlook as of July 2016 estimates positive 2016 gross domestic product (GDP)
growth of 3.1% worldwide, with 1.7% GDP growth in the United Kingdom (UK), and 1.4% GDP growth in
Canada, the two countries with which the U.S. insurance industry has its largest total foreign exposure.
Worldwide GDP growth was revised down from 3.2% to account for potential downside risk from Brexit.
The Eurozone is also expected to experience positive GDP growth, while emerging market economies
are estimated to grow 4.1% in 2016 according to IMF estimates.

As of year-end 2015, the U.S. insurance industry reported total foreign exposure with a book/adjusted
carrying value (BACV) of about $674.6 billion, a ��遰 �anory 蔀  
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In terms of industry type, property/casualty (P/C) companies reported the largest percentage decrease
(10%) in BACV of foreign investments to $107.4 billion as of year-end 2015 from $118.9 billion at year-
end 2014. Life companies increased foreign exposure by about 6% to $545.3 billion at year-end 2015
from $515.2 billion at year-end 2014. Life companies accounted for 81% of total industry foreignignrnrnend 
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Note: The EU is comprised of 28 member states. The result of this analysis reflects only 25 member
states as insurers did not havsta
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prices were falling rather than rising. In fact, equity market performance was negative in the Eurozone,
Switzerland and Japan following their respective negative interest rate policy announcements. (See
Chart 1.)
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Despite market concerns, the non-U.S. equity markets performed well as of year-end 2015. The worst
performer (as measured in U.S. dollars) was the Shanghai Composite Index (a stock market index of all
Chinese stocks traded on the Shanghai Stock Exchange), with a 6.7% return. The MSCI Emerging Market
Index was the worst performer at neg
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