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Executive Summary

1 Atyear-end 20211 ¥ o{o hyadiSuE0 lyBSaiy Syl iy SY Sidly3 Y ISk (EM) bonds and stocks
totaled $42.1 billion in book/adjusted carrying value (BACV), which was less than 1% of total

Ly (K13 ALISO-E NSLI2NE (KS b 1L/ Z1-LNiI a1 Sia - diS1-oz KI-a I-yl-féTSR (iKS 12{ AyédzNJI-yOS AylidzéﬁNJéQé SELI23d2S
to EM countries based on the IMF definition. While there is no universal definition for what constitutes

RS@St2Lya S02y2Y'1Saé d9at The countries that comprise emerging markets shift with changes in
economic conditions; as such, emerging market economies can include those that might have been

1IMF, World Economic Outlook Update, April 2022.
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Sovereign EM Bonds Were Less Than Half of Total EM Bond Investments

WKl GKS lyRdzaileta bmcty olti2y 42051513y 9a 62yR SELI24dST which represented 42% of total EM
bond investments, the majority was with Indonesia at $2.7 billion, followed by Saudi Arabia at $2.0
billion (see Table 3). The top five sovereign EM bond exposures totaled about $9 billion. Each of the top
five EM sovereign bond SELI2adISE GSUS 1-GSR 14 £51-40 lyBSaiy Syl RS 68 {t 'yR az2Re Yiidl-iy3
sovereign






stocks were about £ 2T (KS 1 o{0 tyadl-y0S tyRdzaiiema SEL2adlS (2 9a lyvestments at both year-end
2021 and year-end 2020. The largest EM country stock exposure was with China, at $548.3 million, or
29% of total EM stock exposure at year-end 2021. The top three EM country stock investments
accounted for almost 70% of the U.S. tyadzlil-y0S tyRazaliesa (i1 9a &i207 SELI2a6S 10 8S14-end 2021.
tk/ 02Y LIy1S4 1-002dzy0SR 121 (KS Y 12208 2F ¥ o{o hyadiSian 9a ai207 SELI2adNS 1 &S1-end 2021, at 79%
of total EM stocks. The top two industry sectors within the EM stock exposure were financials and
technology, respectively.

Table 4: U.S. Insurers’ EM Common and Preferred Unaffiliated Stocks ($mil BACV), Year-End 2021

Country Life P/C Title Health |Total % of Total
China 187.4 353.0 - 7.8 548.3 29%
Greece 0.1 498.6 - - 498.7 27%
India 124.5 74.6 - 6.1 205.2 11%
Taiwan 5.9 177.1 - 19.5 202.4 11%
Mexico 15 119.3 4.0 22.7 147.6 8%
Egypt - 136.9 - - 136.9 %
Russia 0.7 275 - - 28.3 2%
Indonesia 0.2 20.1 - 2.8 23.1 1%
Thailand 0.7 17.7 - - 18.4 1%
Brazil 4.4 11.7 - 0.6 16.8 1%
Colombia 0.1 15.9 - - 15.9 1%
South Africa 1.2 13.5 - - 14.7 1%
Other 1.0 5.9 - 4.9 11.8 1%
Total 327.8| 14717 4.0 64.5| 1,868.0 100%
18% 79% 0% 3%

EM Economic Trends

Global growth reached 6.1% in 2021; however, for 2022, growth projections are grim due in part to
wizadl-0a lygl-ai2y 2F P lyS following on the slow economic recovery from the COVID-19 pandemic,
including among EM countries. According to the IMF Global Financial Report dated April 2022, dRising
risks to the inflation outlook and rapidly changing views about the likely pace of monetary policy
tightening have been dominant themes affecting financial stabilityté* As such, 2022 began economically
weaker than expected. Increasing energy prices and persistent supply disruptions have led to higher and
more broad-based inflation than previously anticipated, not only in the U.S., but also in EM countries.
According to the IMF, in EM countries, inflation is projected to be 8.7% in 2022 (compared to 5.5% in
2021). Price pressures, reflecting higher commodity and food prices among other factors, have
resulted in some EM central banks, such as in Brazil, raising interest rates in an attempt to manage
inflation. Note that some EM countries, particularly those in Latin America, have benefited from higher
commodity prices as energy exporters.

4 IMF World Economic Outlook Update, April 2022.



For EM countries, aggregate economic growth was estimated at 6.8% in 2021, (see Table 5). EM countries
in Asia demonstrated stronger growth than other EM areas, at 7.3 0 /Klyl14d 260K ty Hn21, 8.1%,
exceeded both the U.S. and overall global growth. /Klyl& economy benefits, in part, from its role as a
vital global supply chain source. As such, China is the only country that demonstrated economic growth
in 2020, during the peak of the COVID-19 pandemic. 12&5¢SI1 iy IS0Syl (1Y Sa1 /Kiy19a S02y2Y@ KI-4 6SSy
negatively impacted by financial stress within its housing sector, along with COVID-19 pandemic-related
disruptions.

Saudi Arabia ¢ ¥ o{¢ tyadISia0 4502yR tH3Sal 42051513y 9a 62yR SELI2&dNS I 8SHI-end 2021 ¢ is expected
to achieve 7.6% growth in 2022 by the IMF, due likely to its role in oil production, compared to 3.2%
growth in 2021; and in LyR2ySail1 *o{o hyadzISua) f1i35ai 9a &2051S13y 62yR SELI2EST growth is expected
to increase to 5.4% in 2022 from 3.7%in 2021. In contrast, for aSEI021 ¥ {0 hyadaISUE0 (KR f1H1384k 22051513y
EM bond exposure, growth is projected to decrease to 2% in 2022 from 4.8% in 2021. Note that Rdzaail-la
economy is expected to contract 8.5% in 2022 compared to 4.7% growth in 2021.

As of April 2022, the IMF forecasted growth in 2022 for all EM countries to be 3.8%. In emerging Europe,
a contraction of 2.9% is expected in 2022, compared to 6.7% growth in 2021. Latin America/Caribbean is
expected to achieve 2.5% growth in 2022, compared to 6.8% in 2021. According to the IMFa April 2022
WEO, employment and growth are likely to remain below pre-pandemic levels for a longer period of time
in EM economies compared to advanced economies, due in part to limited policy support among other
factors. The COVID-19 pandemic also resulted in an unprecedented increase in sovereign debt among EM
countries, making them more vulnerable to interest rate increases.



Table 5:

Source: IMF World Economic Outlook Update, April 2022.

The lower expected growth in 2022 for the EM region is due mostly to negative economic impact of the
Russia-Ukraine conflict.
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