CAPITAL MARKETS

The NAIC Capital Markets Bureau monitors developments in the capital markets globally and analyzes
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Chart 2: U.S. Insurers’ Reinvested Collateral Asset Types as of Year-End 2020

Similar to year-end 2019, life companies accounted for about 86
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Chart 3: U.S. Insurers’ Exposure to Securities Associated with Securities Lent, 2017-2020 ($bil BACV)

A YOY analysis of securities that comprised securities lent by U.S. insurers as reported in Schedules D
Part 1 and Part 2 and Schedule DA showed



designations. At year-end 2020, all securities associated with repos carried NAIC 1 and NAIC 2
designations, implying high credit quality. The majority of lent securities were agency RMBS. Even
though agency RMBS are relatively liquid given their government-sponsored entity (GSE) status, the
ability of the counterparty to source the same or substantially the same securities to return to the
insurer at the end of the repo agreement poses a potential risk. Life companies accounted for about
90% of the



In 2013, the Financial Stability Board (FSB) published recommendations to address financial stability
risks associated with securities lending and repos since they play a crucial role in the markets,
particularly secondary market liquidity. In 2015, the FSB developed standards and process for collecting
and aggregating global securities lending and repo data, in turn promoting transparency with respect to
these investments. Finally, in April 2021, the FSB published a frequently asked questions (FAQ) report
intended to not only promote a common approach, but also further develop national implementation of
securities lending and repo data standards.

NAIC disclosures (as in the reporting requirements and Statement of Statutory Accounting Principles
[SSAP]) are intended to help monitor solvency of individual insurance entities; it is important to make
that distinction. U.S insurers
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