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U.S. Insurance Industry Cash and Invested Assets at Year-End 2015

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 Reports is available via the index
U.S. Insurance Industry Cash and Invested Assets at Year-End 2015
This special report is an update to a previously published report on June 22, 2015, by the NAIC Capital
Markets Bureau titled “Year-End 2014 Insurance Industry Investment Portfolio Asset Allocations.” In this
report, we analyze the U.S. insurance industry’s holdings of cash and invested assets for the year ended
Dec. 31, 2015, and we review year-over-year (YOY) developments and noteworthy changes since yearend 2011. The analysis covers around 4,800 insurers comprised of fraternal, health, life, P/C and title
companies that ﬁled their annual statements with the NAIC and state insurance departments.
Cash and Invested Assets
U.S. insurers, as shown in Table 1, reported more than $5.8 trillion of cash and invested assets, on a
book/adjusted carrying value (BACV) basis, for 2015. This represented a $56 billion, or close to 1%,
increase from year-end 2014. In comparison, the industry’s total cash and invested assets increased
$241 billion, or more than 4%, from 2013 to 2014. U.S. insurers’ cash and invested assets had also
increased YOY, from at least 2011 through 2013, at approximately 4% per year.
Table 1: U.S. Insurer Cash and Invested Assets 2011-2015 ($bil)*

*Includes aﬃliated and unaﬃliated investments.
More than 95% of insurer assets, at least from 2011 through 2015, were concentrated within bonds,
common stock, mortgages, Schedule BA and Other assets, and cash and short-term investments. The
remaining 5% consisted of contract loans, derivatives, real estate, preferred stock, securities lending
and other receivables.
Consistent with years prior, bonds remained the largest portion of total cash and invested assets for
insurers in 2015, with BACV of $3.9 trillion, or 67% of the total. Aggregate bond BACV was up by $45
billion, or by 1%, from a year prior—the smallest rate of increase compared to the prior four years,
where bond BACV grew closer to a 3% to 4% rate. Although growth was lower in 2015, bonds as a share
of total cash and invested assets did not change from 2014 in percentage terms. Bonds were $385
billion, or 11%, higher at year-end 2015 than at year-end 2011.
https://www.naic.org/capital_markets_archive/160606.htm
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Insurers reported a total of $673 billion in common stock holdings at year-end 2015, in comparison to
$684 billion in 2014. This is a decrease in total common stock of $11 billion, or 2%, from the year prior.
Unaﬃliated common stock accounted for $269 billion, or 40%, of total U.S. insurer common stock in
2015, which was a decrease of $18 billion (or 6%) from year-end 2014. This YOY change represented the
ﬁrst decline in unaﬃliated common stock exposure since 2008; from 2011 to 2014, there had been a
gain of nearly of $77 billion, or 40%, in unaﬃliated common stock. That growth, at least in part, was a
reﬂection of the strong performance in U.S. equity markets over the respective time period. In 2012, for
example, the S&P 500 Index (S&P) returned 13% following zero return in 2011. In the succeeding two
years, returns were 30% in 2013 and 11% in 2014. For 2015, equities in the U.S., as measured by the
Dow Jones Industrial Average (Dow) and the S&P 500, had their worst annual results since 2008—when
the Dow was down by 34% and the S&P by 38% for the year—with the Dow down by 2% and the S&P
500 down by 0.7%. This, in turn, contributed to some of the decline (or devaluation) in insurers’
common stock holdings in 2015.
Mortgage loans on real estate at year-end 2015, comprised mainly of ﬁrst-lien loans, totaled $427
billion in BACV and accounted for 7% of total cash and invested assets in 2015. This was a $34 billion
increase from year-end 2014 and a total of $97 billion growth since year-end 2011. Insurers have
increased their holdings of mortgages in each of the last four years ended 2015, but at a relatively
conservative rate; mortgages, as a percentage of insurers’ total assets, have remained in the 6.5% to 7%
range from 2011 through 2015.
Schedule BA and Other assets, including both aﬃliated and unaﬃliated investments, have remained in
the 5% range of insurer total cash and invested assets for the ﬁve years ended 2015. For year-end 2015,
total BACV of Schedule BA and Other amounted to $306 billion as compared to $313 billion in 2014.
Unaﬃliated investments constituted $133 billion of Schedule BA and Other at year-end 2015, or 43.5%
of the total. This is a decrease from $138 billion, or 44.1%, in 2014. Since year-end 2011, total BACV of
unaﬃliated Schedule BA and Other holdings has increased by $26 billion, or 24.3%. Some of that
growth was likely driven by insurers seeking higher returns from alternative investments in a sustained
low interest rate environment. For more detail on the U.S. insurance industry’s exposure to Schedule
BA and Other (long-term) assets, please refer to the NAIC Capital Markets Bureau’s Special report titled
“U.S. Insurer Exposure to Schedule BA (Other Long-Term Invested Assets): Focus on Private Equity,
Hedge Funds and Real Estate,” published in March 2016.
Cash and short-term assets have, over the ﬁve-year period analyzed, steadily represented close to 4%
of total cash and invested assets. BACV for year-end 2015 was relatively ﬂat to the year prior, at $227
billion, but up by $33 billion from ﬁve years ago.
The remaining asset classes, which in the aggregate have accounted for close to 5% of insurers’ total
cash and invested assets in each of the four years since 2011, totaled $283 billion in 2015, compared to
$284 billion a year prior. The YOY change within each of these asset classes was relatively minor in both
dollar and percentage terms.
Cash and Invested Asset Distribution Among Insurer Types
The distribution of cash and invested assets among insurer types, as shown in Table 2, has not changed
signiﬁcantly over the ﬁve years ended 2015. Life companies have accounted for the majority of the
industry’s cash and invested assets, reporting between 64% and 65% of U.S. insurer investments in
each of the ﬁve years ended 2015. In 2015, they held an aggregate of $3.8 trillion in BACV, or 65% of
total U.S. insurance industry assets, which was a slight increase from $3.7 trillion (65%) the year prior.
Similarly, P/C companies have consistently held around 30% of the industry’s total cash and invested
assets over the same ﬁve-year time period. This trend continued into 2015 as P/C companies reported
https://www.naic.org/capital_markets_archive/160606.htm
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$1.7 trillion in total assets, or close to 30% of the industry’s total cash and invested assets. This was a
decrease in BACV of $1 billion from year-end 2014.
The balance, around 5% of total assets, has been and continues to be distributed among health,
fraternal and title companies. At year-end 2015, health companies held about 3% of total cash and
invested assets, or $162 billion, followed by fraternal companies at 2% ($124 billion) and title companies
with less than 1% ($9 billion). These proportions were also in line with prior years.
Table 2: Cash and Invested Assets by Insurer Type ($ mil BACV)

Cash and Invested Assets by Insurer Asset Size
At year-end 2015, the distribution of insurer asset types across insurers’ total asset size (Table 3) was
consistent with year-end 2014. For year-end 2015, 71.7% of the industry’s total assets (versus 71.6% in
2014) was held by insurers reporting total cash and invested assets greater than $10 billion.
Insurers with assets between $5 billion and $10 billion held 7.4% of the industry’s total cash and
invested assets (versus 7.5% in 2014); those with assets in the $1 billion to $5 billion range accounted
for 12.9% (versus 12.8%), and the remainder, or about 8.0%, was with companies with assets of less
than $1 billion.
Table 3: Cash and Invested Assets by Insurer Asset Size ($ mil)

Bond Breakdown by Sector
https://www.naic.org/capital_markets_archive/160606.htm
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Corporate bonds, for at least the ﬁfth year in a row, constituted the largest portion of insurers’ bond
investments in 2015, with BACV of $2.1 trillion (54% of total bonds). This represents YOY BACV growth
of $56 billion or close to 3%. Through 2015, insurers’ corporate bond exposure has increased by
approximately $318 billion from year-end 2011, or by an aggregate of 18%.
Municipal bonds have also been a one of the largest bond types for insurers over the past several years
and since at least 2011, they have averaged close to 14% of total bond holdings. At year-end 2015, total
municipal bond BACV was up by $9 billion, or by 2%, from 2014, to $549 billion. In total, municipal bond
BACV has grown from year-end 2011 to year-end 2015 by a total of 18% or $82 billion.
The next three largest bond types, each with approximately 7% share of total bonds, include agencybacked residential mortgage-backed securities (RMBS), asset-backed securities (ABS) and U.S.
government bonds.
Relative to year-end 2014, agency-backed RMBS were down by $20 billion, decreasing to $281 billion at
year-end 2015. From year-end 2011, agency-backed RMBS had decreased by $74 billion or by 21%. ABS
increased YOY by $13 billion and by $62 billion (or by 29%) since 2011. U.S. government bond holdings
grew by $8 billion, or 3%, from 2014 but were down by $47 billion or 16% since year-end 2011. This
reduction in government bonds, at least in some part, is due to the improving economic environment
and insurers’ trading the safety of lower-yielding government bonds for higher-yielding investments,
oﬀset by the need for government bonds to post as collateral.
Table 4 summarizes insurer bond holdings as of year-end 2015 and year-end 2014 and the respective
dollar and percentage YOY changes.
Table 4: Breakdown of Bond Types; Year-Over-Year Change, 2014-2015 ($ bil)

Bond Holdings Amongst Insurer Types
Similar to at least ﬁve years prior, life companies held 70% of U.S. insurers’ total $3.9 trillion bond BACV
at year-end 2015. Life companies (as shown in Table 5) reported an aggregate bond BACV of $2.7
trillion, or an increase of $50 billion, over year-end 2014. P/C companies reported $968 billion in bonds
at year-end 2015, which was a small increase from a year prior, accounting for 25% of total bond
exposure. Fraternal companies reported approximately $99 billion in bonds (2.5%) or an increase of $3
billion from 2014.
https://www.naic.org/capital_markets_archive/160606.htm
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For all insurer types except P/C, corporate bonds constituted the largest portion of their respective total
bond holdings at year-end 2015. Corporate bonds accounted for 61.3% of life companies’ total bond
exposure, or approximately $1.7 trillion, compared to 60.6% ($1.6 trillion) in 2014. Corporate bonds also
accounted for 67.6%, 57% and 38.8% of total bonds for fraternal, title and health companies,
respectively, as of year-end 2015. The largest bond type for P/C companies, at 35.4% of total bonds, was
in municipal bonds, with an aggregate BACV of $343 billion. This was an increase of $3 billion, or 35.1%,
from year-end 2014, following a decrease of about $6 billion from 2013 to 2014.
Table 5: Year-End 2015 Bond Exposure by Insurer and Bond Type ($ mil)

Changes in Insurer Bond Holdings
As shown in Table 6, marked changes included a $56 billion increase in total corporate bond BACV from
2014 to 2015, a $20 billion decrease in agency-backed RMBS and a $13 billion increase in ABS.
Additionally, insurers increased their municipal and U.S. government bonds and agency-backed
commercial mortgage-backed securities (CMBS) from 2014 to 2015 while reducing non-agency CMBS
and RMBS, foreign government bonds and hybrid securities.
Table 6: 2014-2015 Changes in Bond BACV by Insurer Type ($ mil)

Bond Credit Quality: Still Predominantly Investment Grade

https://www.naic.org/capital_markets_archive/160606.htm
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The overall credit quality of insurer bond holdings at year-end 2015, as shown in Graph 1, was
consistent with the previous four years, with investment grade bonds, or bonds with NAIC 1 and NAIC 2
designations, accounting for around 94% of insurer’s total bond holdings. In 2015, bonds in the NAIC 1
category were close to 67% of total bonds, versus 68% in 2014, but down from 70% in 2011. The
remaining bonds were non-investment grade, or designated at NAIC 3 through NAIC 6 levels. Bonds
designated at NAIC 3, a notch below investment grade, accounted for the largest portion of noninvestment grade bonds.
Graph 1: Year-End 2015 Bond Designations

Table 7 shows the breakout by insurer type for each NAIC designation category (NAIC 1 through NAIC 6)
as of year-end 2015. Consistent with years past, more than 90% of the industry’s bonds carry NAIC 1
and NAIC 2 designations, with NAIC 1 comprising the largest portion.
For life companies, the percentage of bonds allocated between investment grade and non-investment
grade at year-end 2015 did not change from year-end 2014, with 93.9% of bonds remaining in
investment grade and 6.1% in non-investment grade. Within those percentages, however, there was a
slight shift to lower-quality investment grade bonds. That is, there was a 1% decrease in the percentage
of NAIC 1 designated bonds with a corresponding increase in NAIC 2 designated bonds from 2014 to
2015.
P/C companies experienced a more pronounced shift within their investment grade bond holdings,
whereby bonds carrying NAIC 1 designations decreased to 80.8% in 2015 from 83.1% in 2014,
coinciding with an increase in NAIC 2 designations to 14.5% in 2015 from 12.5% in 2014. These changes
could have been, in part, a reﬂection of credit agency downgrades or possibly some insurers moving
into higher-yielding or lower-rated bonds.
Table 7: Year-End 2015 Bond Designations by Insurer Type (%)
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Corporate Bonds: Financials Still Top Sectors
Bonds issued by ﬁnancial services companies, including banks and insurance companies, continued to
comprise the largest portion of the industry’s corporate bond exposure in 2015 at about 22% of the
total but were down from 24% at year-end 2014. Consumer noncyclical bonds were again the second
largest corporate bond sector, accounting for 17% of total corporate bond BACV in 2015, compared to
16% in 2014. Energy bonds, as in 2014, were 13% of total corporate bond BACV and the third largest
sector; utilities were fourth at 12% of total corporate bonds versus 13% in 2014.
Summary
The U.S. insurance industry’s invested asset allocations did not experience signiﬁcant changes from
year-end 2014 to year-end 2015. Although our review discovered some minor movement among some
of the assets, such as the growth in mortgage loans and Schedule BA assets, and the decline in
common stock, the overriding trend was comparatively stable over the last ﬁve years.
U.S. insurers, as a whole, continued to hold the largest portion of their cash and invested assets in
bonds, and more than half of those were in corporate bonds. The credit quality of insurers’ bond
portfolios remained overwhelmingly investment grade. Life companies continued to account for the
industry’s largest share of investments at 65% of total cash and invested assets, followed by P/C
companies at 30%.
The Capital Markets Bureau will continue to monitor trends across the various invested asset types and
report as deemed appropriate.
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Questions and comments are always welcome. Please contact the Capital Markets Bureau at
CapitalMarkets@naic.org.
The views expressed in this publication do not necessarily represent the views of NAIC, its oﬃcers or
members. NO WARRANTY IS MADE, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY OPINION OR
INFORMATION GIVEN OR MADE IN THIS PUBLICATION.
© 1990 – 2018 National Association of Insurance Commissioners. All rights reserved.
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