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Table 3: U.S. Insurance Industry Financial Sector Corporate Bonds Credit Distribution as of Dec.
31, 2015 

7KH�VOLJKW�GHWHULRUDWLRQ�RI�WKH�FUHGLW�TXDOLW\�GLVWULEXWLRQ�LQ������VXJJHVWV�WKDW�VRPH�LQVXUDQFH
FRPSDQLHV�WRRN�RQ�D�PRGHVW�DPRXQW�RI�DGGLWLRQDO�FUHGLW�ULVN�ZLWKLQ�WKH�FRQȴQHV�RI�WKHLU�LQYHVWPHQW
JUDGH�ȴQDQFLDO�VHFWRU�FRUSRUDWH�ERQG�KROGLQJV��VKLIWLQJ�DERXW����RI�DJJUHJDWH�ȴQDQFLDO�VHUYLFHV
FRUSRUDWH�ERQG�%$&9�H[SRVXUH�IURP�ERQGV�ZLWK�1$Ζ&���GHVLJQDWLRQV�WR�ERQGV�ZLWK�1$Ζ&��
GHVLJQDWLRQV�WKURXJK�HLWKHU�SRUWIROLR�WUDQVDFWLRQV�RU�FUHGLW�UDWLQJ�GRZQJUDGHV��7KHUH�ZDV�YLUWXDOO\�QR
LQFUHDVH�LQ�DOORFDWLRQ�WR�EHORZ�LQYHVWPHQW�JUDGH�H[SRVXUH��KRZHYHU�

Geographic Distribution�
&KDUW���VKRZV�WKDW�WKH�LQVXUDQFH�LQGXVWU\ȇV�ȴQDQFLDO�VHFWRU�FRUSRUDWH�ERQG�H[SRVXUH�UHPDLQV�KLJKO\
FRQFHQWUDWHG�LQ�1RUWK�$PHULFD��ZLWK�WKH�8�6��DFFRXQWLQJ�IRU�������RI�WRWDO�ȴQDQFLDO�VHFWRU�%$&9
�������bELOOLRQ��DV�RI�'HF�b����������DQG�&DQDGD�FRPSULVLQJ�DQRWKHU�������������ELOOLRQ���(XURSH
DFFRXQWHG�IRU�������������bELOOLRQ���ZKLOH�$VLD�DQG�/DWLQ�$PHULFD�DFFRXQWHG�IRU�RQO\������DQG������
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$W������RI�WRWDO�LQVXUDQFH�LQGXVWU\�ȴQDQFLDO�VHFWRU�FRUSRUDWH�ERQG�H[SRVXUH��8.�LQVWLWXWLRQV�FRPSULVHG
WKH�ODUJHVW�FRXQWU\�H[SRVXUH�RXWVLGH�RI�WKH�8�6��7KH�UHFHQW�8.�UHIHUHQGXP�YRWH�WR�OHDYH�WKH�(XURSHDQ
8QLRQ��(8��KDV�FDXVHG�VLJQLȴFDQW�XQFHUWDLQW\�DERXW�WKH�SRWHQWLDO�LPSDFW�RI�WKH�VR�FDOOHG�Ȋ%UH[LWȋ�RQ�WKH
8.�HFRQRP\�DQG�RQ�RWKHU�(8�QDWLRQV��7KH�LPSDFW�FRXOG�EH�HYHQ�PRUH�VLJQLȴFDQW�IRU�%ULWDLQȇV�K�
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UHIHUHQGXP�RQ�6FRWWLVK�LQGHSHQGHQFH�ȋ�6	3�VDLG��)LWFK�5DWLQJV�H[SHFWV�DQ�H[LW�YRWH�ZLOO�KDYH�D
PRGHUDWH�FUHGLW�QHJDWLYH�LPSDFW�RQ�LWV�8.�UDWLQJ��ZKLFK�ZDV�ORZHUHG�WR�$$�QHJDWLYH�IURP�$$��VWDEOH
EHFDXVH�RI�LQFUHDVHG�ULVNV�WR�ȊPHGLXP�WHUP�JURZWK�DQG�LQYHVWPHQW�SURVSHFWV��LWV�H[WHUQDO�SRVLWLRQ�
DQG�WKH�IXWXUH�RI�6FRWODQG�ZLWKLQ�LW�ȋ

7DEOH���VKRZV�WKH�FUHGLW�TXDOLW\�GLVWULEXWLRQ�RI�WKH�8�6��LQVXUDQFH�LQGXVWU\ȇV�FRUSRUDWH�ERQG�H[SRVXUH
WR�8.�DQG�(8�ȴQDQFLDO�LQVWLWXWLRQV��)RU�ERWK�WKH�8�.��DQG�(8�RYHUDOO������RI�WKH�WRWDO�H[SRVXUH�ZDV�LQ
LQYHVWPHQW�JUDGH�ERQGV�ZLWK�DQ�1$Ζ&���RU�1$Ζ&���GHVLJQDWLRQ�

Table 4: U.K. and EU Financial Sector Corporate Bond Exposure, $ mil.�

Key Sector Fundamental and Market Trends
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XQFHUWDLQW\�RYHU�WKH�8.
V�IXWXUH�WUDGH�UHODWLRQVKLS�ZLWK�WKH�(8�WR�UHGXFH�GHPDQG�IRU�FUHGLW��LQFUHDVH
FUHGLW�ORVVHV�DQG�GLVUXSW�ZKROHVDOH�IXQGLQJ�FRQGLWLRQV�IRU�8.�ȴQDQFLDO�LQVWLWXWLRQV��$�VL]DEOH�RYHUKDQJ
RI�SUREOHP�ORDQVȃPRUH�WKDQ�����RI�WRWDO�ORDQV��DFFRUGLQJ�WR�0RRG\ȇVȃLV�LPSHGLQJ�EDQNVȇ�UHFRYHU\�LQ
ΖUHODQG��ΖWDO\�DQG�3RUWXJDO��RQO\������ELOOLRQ�%$&9�LQ�DJJUHJDWH�H[SRVXUH�IRU�8�6��LQVXUHUV���2I�WKRVH
WKUHH��ΖUHODQGȇV�EDG�ORDQ�H[SRVXUH�LV�GHFOLQLQJ�EXW�LV�WKH�ODUJHVW�DW�PRUH�WKDQ�����RI�WRWDO�ORDQV��ZKLOH
ΖWDO\�DQG�3RUWXJDO�DUH�DERYH������1RWH�WKDW�6SDLQȇV�SUREOHP�ORDQ�H[SRVXUH�KDV�IDOOHQ�WR�EHWZHHQ���
DQG����RI�WRWDO�ORDQV��IURP�D�SHDN�RI�DURXQG�����

ΖWDO\�KDV�EHHQ�WKH�IRFXV�RI�LQYHVWRU�FRQFHUQ�EHFDXVH�RI�VFDOH��LW�LV�(XURSHȇV�IRXUWK�ODUJHVW�HFRQRP\�DQG
RQH�RI�WKH�ZHDNHVW��ΖWDO\ȇV�EDQNV�KDYH�EDG�ORDQV�WRWDOLQJ�DSSUR[LPDWHO\�Ȝ����ELOOLRQ�������ELOOLRQ���DERXW
D�ȴIWK�RI�WKH�FRXQWU\ȇV�JURVV�GRPHVWLF�SURGXFW��*'3���EXW�KDYH�SURYLVLRQHG�IRU�RQO\�����RI�WKDW�DPRXQW�
UDLVLQJ�WKH�VSHFWHU�WKDW�VRPH�PD\�IDLO��:LWK�SULYDWH�FDSLWDO�ȵHHLQJ�DQG�D�EDQN�EDFNHG�UHVFXH�IXQG
GHSOHWHG��ΖWDO\ȇV�SULPH�PLQLVWHU�LV�VHHNLQJ�(8�DSSURYDO�WR�XVH�SXEOLF�IXQGV�WR�SUHHPSWLYHO\�VKRUH�XS�WKH
EDQNV��(8�ODZ��KRZHYHU��PDNHV�WKLV�DOO�EXW�LPSRVVLEOH�XQOHVV�ERQGKROGHUV�ȊEDLO�LQȋ�DQG�WDNH�ORVVHV�ȴUVW�
VRPHWKLQJ�WKDW�LV�XQSDODWDEOH�LQ�ΖWDO\�EHFDXVH�UHWDLO�LQYHVWRUV�DUH�VLJQLȴFDQW�KROGHUV�RI�ΖWDOLDQ�EDQN
GHEW��$W�ZRUVW��IDLOXUH�WR�UHVROYH�WKLV�LVVXH�FRXOG�HURGH�FRQȴGHQFH�DQG�OHDG�WR�D�EDQNLQJ�FULVLV�

Insurance�
$FFRUGLQJ�WR�WKH�PDMRU�UDWLQJ�DJHQFLHV��FUHGLW�WUHQGV�DSSHDU�VWDEOH�IRU�8�6��OLIH�LQVXUHUV��DOWKRXJK�ORZ
LQWHUHVW�UDWHV�FRQWLQXH�WR�EH�D�FRQFHUQ��&UHGLW�WUHQGV�DSSHDU�VWDEOH�IRU�3�&�LQVXUHUV��DV�ZHOO��DV�ORZ
LQWHUHVW�UDWHV�FRQWLQXH�WR�ZHLJK�RQ�LQYHVWPHQW�LQFRPH��EXW�LQVXUHUV�DSSHDU�WR�EH�PDLQWDLQLQJ
XQGHUZULWLQJ�GLVFLSOLQH��7KH�FUHGLW�RXWORRN�VHHPV�OHVV�VDQJXLQH�IRU�UHLQVXUHUV��0RRG\ȇV�KDV�DVVLJQHG�D
QHJDWLYH�UDWLQJ�RXWORRN�WR�WKH�JOREDO�UHLQVXUDQFH�VHFWRU��ZKLFK�LV�VDGGOHG�ZLWK�RYHUFDSDFLW\�

Non-Bank Financials�
7KH�QRQ�EDQN�ȴQDQFLDO�VHJPHQW�LQFOXGHV�DOO�QRQ�EDQN�DQG�QRQ�LQVXUDQFH�ȴQDQFLDO�VHUYLFHV�FRPSDQLHV
ȃL�H���EURNHU�GHDOHUV��QRQ�EDQN�OHQGHUV��VHFXULWLHV�H[FKDQJHV�DQG�LQYHVWPHQW�FRPSDQLHVȃVR�EURDG
FUHGLW�WUHQGV�IRU�WKH�VHJPHQW�DUH�GLɝFXOW�WR�LVRODWH��&UHGLW�SURȴOHV�ZLWKLQ�WKLV�VHJPHQW�PD\�YDU\
FRQVLGHUDEO\��2I�QRWH��KRZHYHU��LV�VRPH�GHWHULRUDWLRQ�LQ�FUHGLW�PHWULFV�IRU�FRQVXPHU�OHQGLQJ
FRPSDQLHV��$XWR�ORDQ�GHOLQTXHQF\�UDWHV�KDYH�EHHQ�ULVLQJ�LQ�VSLWH�RI�WKH�VWURQJ�HPSOR\PHQW�VLWXDWLRQ�LQ
WKH�8�6���DYHUDJH�ORDQ�PDWXULWLHV�FRQWLQXH�WR�OHQJWKHQ��DQG�ORDQ�JURZWK�LV�VORZLQJ�ZLWK�GHFHOHUDWLQJ
YHKLFOH�VDOHV��&UHGLW�FDUG�LVVXHUV��KRZHYHU��KDYH�EHQHȴWHG�IURX瘀XU H�L

D QWLHGLWWL�LQ� FLDOVF\�UDWH
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7KH�8�6��LQVXUDQFH�LQGXVWU\�KDV�VLJQLȴFDQW�LQYHVWPHQW�H[SRVXUH�WR�FHUWDLQ�ODUJH�ȴQDQFLDO�LQVWLWXWLRQV�
PDQ\�RI�ZKLFK�KDYH�EHHQ�GHHPHG�V\VWHPLFDOO\�LPSRUWDQW�ȴQDQFLDO�LQVWLWXWLRQV��6Ζ)ΖV��E\�WKH�)LQDQFLDO
6WDELOLW\�%RDUG�RU�QDWLRQDO�UHJXODWRUV��1HZ�UHJXODWLRQV�XQGHU�WKH�'RGG�)UDQN�$FW�PDQGDWH�WKDW�6Ζ)ΖV
ZLOO�KDYH�WR�PHHW�KLJKHU�FDSLWDO�VWDQGDUGV�DQG�GHYHORS�FRQWLQJHQF\�SODQV�IRU�SRWHQWLDO�IXWXUH�IDLOXUHV�
7KH����ODUJHVW�H[SRVXUHV��FRUSRUDWH�ERQGV�DQG�HTXLWLHV��DUH�OLVWHG�LQ�7DEOH����7KH�OLVW�LQFOXGHV�VHYHQ
EDQNV�GHVLJQDWHG�DV�*�6Ζ%V�DQG�WKUHH�EDQNV�GHWHUPLQHG�WR�EH�GRPHVWLF�V\VWHPLFDOO\�LPSRUWDQW�EDQNV
�'�6Ζ%V��
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