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Year-end 2013 Insurance Industry Investment Portfolio Asset Mixes 

The asset mix of an insurance company’s investment portfolio varies over time based on 
different influences, including both macroeconomic and industry-specific factors. The general 
state of the global economy, industry trends, market events and the political environment all 
impact investment-management decisions. Similar to other industries, for U.S. insurance 
companies, a change in risk appetite also tends to result in an adjustment to investment 
strategies and philosophies. In a strong economy, risk appetite typically increases, and the 
converse is true during poor economic conditions. 
Depending on the insurer type, portfolio compositions vary, due mostly to appropriately 

matching assets to liabilities and taking into consideration relative duration and liquidity risk. For 

example, life companies generally have longer-term liabilities than property/casualty (P/C) 

companies; therefore, the former tends to invest more heavily in longer-term assets, such as 

bonds with 30-year maturities, than do the other insurer types. 

The NAIC Capital Markets Bureau published a special report in September 2013 titled, “Update 
on Insurance Industry Investment Portfolio Asset Mixes,” which reviewed the insurance 
industry’s portfolio asset mix across the five general insurance company types (life, P/C, 
fraternal, health and title) as of year-end 2012 and year-end 2011. This special report provides a 
more recent update on the insurance industry’s portfolio asset mix, as well as a breakdown of 
the bond sector and a further breakdown of the corporate bond exposure into sectors/industries, 
as of year-end 2013 and year-end 2012. 
Asset Mix Comparison Between 2013 and 2012 
In 2013, the overall book/adjusted carrying value (BACV) of the insurance industry’s cash and 
invested assets increased 3.5%, to $5.54 trillion from $5.35 trillion in 2012. As shown in Table 
1A and Table 1B, the majority of insurance industry investments in both years was in bonds. 
Bonds also were the largest component of investment portfolios across each of the five 
insurance company types. In this report, “bonds” include categories such as corporate debt, 
municipal bonds, structured securities, U.S. government bonds and foreign government bonds. 
(See Table2A and 2B for a complete listing of the bond categories.) The BACV of bonds at 
year-end 2013 increased 2.2% to $3.74 trillion from $3.66 trillion in 2012. 
Common stock and mortgages represent the second- and third-largest assets types at 12.0% 
and 7.0%, respectively. The top three asset types as a percentage of total cash and invested 
assets have not changed since 2011. At year-end 2013, common stock investments increased 
13.1% to $666.9 billion from $590 billion in 2012. This follows the 10.5% increase in 2012 over 
2011. Mortgages accounted for $371.4 billion and $351.4 billion at year-end 2013 and 2012, 
respectively. 
Overall, the broad asset mix of the U.S. insurance industry’s investment portfolios has remained 
fairly stable year-over-year, even though there were large shifts in asset type. In 2013, 
securities lending (reinvested collateral assets) increased 26.1% to $19 billion from 
approximately $15 billion in 2012. Other receivables, also known as broker receivables, were 
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second with an increase of 24.5%. The largest declines included exposure to derivatives, which 
decreased 9.3%. The derivative position of fraternal insurers was a negative $6.58 million. The 
negative balance indicates the expected payments to counterparties from insurers is greater 
than the expected payments from counterparties. Cash and short-term investments decreased 
6.5%. This could be an indication that, much like the broader market, the insurance industry is 
fully employing cash to maximize yield. 
Table 1A: Year-end 2013 Insurance Industry Asset Mix ($mil) 

 
Table 1B: Year-end 2012 Insurance Industry Asset Mix ($mil) 

 
Life companies accounted for the majority of BACV of cash and invested assets in the industry, 
at 64%, down from 65% as of year-end 2012 (and a slight decline from 65.8% at year-end 
2011). P/C companies represented the second-largest, at 30% of total cash and invested assets 
at year end 2013 (a slight increase from 29.1% at year-end 2011). Similar to the broader asset 
class mix, the overall composition of the insurance industry’s investment portfolios by insurer 
type did not noticeably change year-over-year. 
Bonds’ Breakdown Comparison Between 2013 and 2012 
In terms of specific bond types within the insurance industry, Table 2A and Table 2B show that 
approximately half of all bond investments were corporate bonds for both year-end 2013 and 
year-end 2012. A large corporate bond focus also existed in 2011 at 49.5% of cash and 



invested assets. As of year-end 2013, total corporate bond investments were almost $2.0 trillion 
(or approximately 53% of total bond investments), representing a 5.1% increase over year-end 
2012 when corporate bond investments totaled about $1.9 trillion, and a 4.9% increase from the 
$1.8 trillion in corporate bonds at year-end 2011. That, in turn, was a 5.5% increase from $1.7 
trillion of corporate bonds held at year-end 2010. The trend of increased year-over-year 
absolute dollar investments in corporate bonds and their share of total bond investments 
continued into a fourth year. 
Municipal bonds were the second-largest bond category for the insurance industry for year-end 
2011, year-end 2012 and again for year-end 2013. Similar to the corporate bond exposure, both 
the absolute dollar amount of municipal bonds and their share of total bond investments have 
steadily increased year-over-year. They increased from $467 billion (or 12.9% of total bond 
investments) at year-end 2011 to $524 billion (or 14% of total bond investments) at year-end 
2012 and, at year-end 2013, municipal bond investments increased again by 2.7% to about 
$537.7 billion. A more detailed analysis of the U.S. insurance industry’s exposure to municipal 
bonds was published July 1, 2013, in a special report titled, “Update on Municipal Bonds Held 
by the U.S. Insurance Industry.” 
Overall, the analysis shows a percentage decrease as of year-end 2013: hybrid securities (–
18.5%), agency-backed residential mortgage-backed securities (RMBS) (–6.9%), U.S. 
Government securities (–4.4%), private-label RMBS (–2.2%), and foreign government bonds (–
0.7%). The decreased investments in those securities were reallocated as follows: to agency-
backed commercial mortgage-backed securities (CMBS) (14.2%); to corporate bonds (5.1%); to 
asset-backed securities (ABS); to other structured securities (4.7%); to municipal bonds (2.7%); 
and to private-label CMBS (2.2%). Year-over-year 2013 total bond investments increased 2.3% 
from year-end 2012. 
Table 2A: Year-end 2013 Bond Breakdown ($mil) 

 
Table 2B: Year-end 2012 Bond Breakdown ($mil) 



 
Corporate bonds continue to be the largest category for four of the five insurance company 
types. The one exception, P/C companies, had its largest exposure in municipal bonds, at 
approximately $346 billion in BACV (or 36% of P/C companies’ total bond investments at year-
end 2013). For life companies, corporate bonds represented $1.57 trillion (or 60% of total bond 
investments). As Table 3A and Table 3B show, the percentage mix of bond types varies 
between the different insurance company types due, in part, to duration management and risk 
appetite. Municipal bonds are the largest bond type for P/C companies; however, they are only 
6% of life companies’ total bond investments, primarily because of tax reasons. 
Life companies continue as holders of the largest concentration of non-agency RMBS and 
CMBS among insurers, at 9% as of 2013, unchanged from year-end 2012. Fraternal companies 
are a distant second, holding 6% followed by 5% for P/C companies. Though smaller at both, 
P/C and health companies did increase their exposure to non-agency RMBS and CMBS in 
terms of BACV and as a percentage of their total bond investments as of year-end 2013. As the 
housing market recovery continues and new issuance volume increases, perhaps allocations to 
these asset classes will increase in the future if they are deemed attractive investment 
opportunities. 
In 2012, all insurer types except title companies reduced their exposure to U.S. government 
bonds, both in terms of BACV and as a percentage of their total bond investments. In 2013, title 
companies reduced their holdings along with life, P/C and health companies, while fraternals 
increased their holdings. Even though U.S. government-related and foreign government debt 
are usually a small part of insurers’ invested assets, they serve an important role in their 
investment portfolios. A more thorough analysis of the U.S. insurance industry’s exposure to the 
U.S. government bond market was published May 9, 2013, in a special report titled, “U.S. 
Government-Related and Foreign Government Debt Holdings Within the U.S. Insurance 
Industry.” Insurers typically have a portion of their assets in U.S. Treasuries for a number of 
reasons, including high credit quality, favorable liquidity, wide maturity distribution and universal 
acceptability serving as required collateral in derivative transactions. 
The overall insurance industry holdings of U.S. government debt dropped from about $328 
billion (or 9.4% of total bond investments) at year-end 2010 to about $299 billion (or 8.2%) at 
year-end 2011, and further decreased to about $245 billion (or 6.7%) at year-end 2012. The 
trend continues as of year-end 2013, with U.S. government bonds decreasing 4.4% to $234 
billion. This trend is likely the result of insurers seeking higher returns from investments than 
what is offered by government bonds. 
Table 3A: Year-end 2013 Bond Breakdown (%) 



 
Table 3B: Year-end 2012 Bond Breakdown (%) 

 
Credit Quality Breakdown 
The insurance industry’s bond exposure continues to be predominantly investment grade credit 
risk. However, the mix of NAIC 1 to NAIC 2 designations changed slightly. As of year-end 2013 
the analysis shows a small decrease in NAIC 1 designations and an increase in NAIC 2 
designations for title and health companies. As Table 4A and Table 4B show, the percentage 
split between NAIC 1 and NAIC 2 designations remained relatively stable for the remaining 
three industry types. About 95% of all insurance industry’s bond investments were investment 
grade (NAIC 1 and NAIC 2 designations) at year-end 2013 and year-end 2012. The investment 
grade totals are similar among different insurer types, ranging from a low of 94% for life 
companies up to 97% for title companies. 
The breakdown between NAIC 1 and NAIC 2 designations shows some fairly significant 
differences between insurer types. Life and fraternal companies have a much smaller share of 
NAIC 1-designated investments, which ranged from 62% to 63% of total bond investments 
versus the other insurer types’ proportions, which ranged from 77% to 83%. The shift from high 
investment grade to lower investment grade increases the yield from the insurers’ invested 
assets, but it also slightly increases the risk, and ultimately, expected loss of the investment 
portfolio. 
Table 4A: Year-end 2013 Bond Breakdown – NAIC Designation (%) 



 
Table 4B: Year-end 2012 Bond Breakdown – NAIC Designation (%) 

 
Corporate Bonds’ Sector/Industry Breakdown Comparison Between 2013 and 2012 
As shown in Table 5A and Table 5B, our analysis also included a more detailed sector 
breakdown of the nearly $2 trillion corporate bond exposure as of year-end 2013 and year-end 
2012. 
The top three sectors of the S&P 500 Index are technology (18.63%), financials (16.44%) and 
health care (13.37%). 
A comparison of the sector weighting of the S&P 500 Index to the results of this analysis 
confirms the cautious nature of insurers and their reliance on dividends. Financials are still the 
largest sector among corporate bonds held by insurance companies in terms of BACV (about 
$449.9 billion), representing 23% of total insurance industry corporate bond exposure as of 
year-end 2013, a small decrease from 24% at year-end 2012. A more detailed analysis of the 
U.S. insurance industry’s exposure to the financial sector was published April 5, 2013, in a 
special report titled, “U.S. Insurance Industry’s Investment Exposure to the Financial Sector.” 
The utilities sector (including electric, gas and water companies) was the second-largest sector 
and accounted for 13% of the industry’s total corporate bond exposure at year-end 2013, while 
the energy sector (including oil, gas, coal and renewable energy producers) was the third-
largest sector with an 12% share of total year-end 2013 corporate bond holdings. Although the 
consumer discretionary (also called “consumer cyclical”) and consumer staples (also called 
“consumer non-cyclical”) sectors did not make the top three as stand-alone sectors, together 
they accounted for a sizable 16% share of total corporate bond investments at year-end 2013. 
Table 5A: Year-end 2013 Corporate Bond Investments – Sector Breakdown ($mil) 



 
Table 5B: Year-end 2012 Corporate Bond Investments – Sector Breakdown ($mil) 

 
Summary 
The insurance industry’s asset mix has not changed significantly over time, even as insurers 
make slight adjustments in line with changing economic and market conditions. Bonds continue 
to be the preferred investment type. Corporate bonds are the preferred bond type. Overall, the 
broad asset mix of the insurance industry’s investment portfolios has remained fairly stable 
year-over-year, although some asset type proportions have shifted slightly. 
Notably, both the absolute amount of corporate bonds and their share of total bond investments 
have steadily increased year-over-year over the past three years. Similarly, both the absolute 
amount of municipal bonds and their share of total bond investments have steadily increased 
over the past two years. Insurers continued reducing their exposure to U.S. government 
bonds and to both agency and non-agency RMBS and CMBS in terms of BACV and as a share 
of their total bond investments over the past three years. A slight shift into NAIC 2-designated 
bonds from NAIC 1-designated bonds (for two insurer types) continued in 2013. However, NAIC 
1 and NAIC 2-designated assets comprised the largest share of invested assets. 
The Capital Markets Bureau will continue to monitor trends within the asset mixes in the 
insurance industry and report on any developments as deemed appropriate. 



 



 



 
Questions and comments are always welcomed. 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. 
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