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Update on 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 have longer-term liabilities than property/casualty companies; 
therefore, the former invests more heavily in longer-term assets, such as bonds with 30-year 
maturities, than do the other insurer types. 
The U.S. economy seems to be on a path of slow but fairly steady recovery, and investors’ 
biggest concern has been the continued period of low interest rates. Rewinding back to 2010, 
the market sentiment indicated a “flight to quality” — that is, a conscious move to safer, less 
volatile and shorter duration investments — in a time of continued distress within the financial 
markets (particularly within banks), as well as ongoing concerns about residential and 
commercial real estate, which appeared to be worsening modestly. Fast-forwarding two years to 
2012, with recessionary concerns largely dissipating and market sentiment improving, investors’ 
risk appetites have been increasing in the prolonged low-interest environment.  This 
environment may have compelled insurers to “reach for yield” as they have been struggling to 
find high-quality investments with attractive returns. 
The NAIC Capital Markets Bureau published a special report in August 2011 titled, “Analysis of 
Insurance Industry Investment Portfolio Asset Mixes,” which studied the insurance industry’s 
portfolio asset mix across the five general insurance company types (life, property/casualty, 
fraternal, health and title) as of year-end 2010, year-end 2008 and year-end 2005. This special 
report provides an 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 2012 and year-end 2011. 
In both of the analyzed years, bonds consistently represented the majority of U.S. insurance 
industry investments, ranging between 68% and 70% of total cash and invested assets. And 
within the bond sector, the largest bond type in both years was corporate bonds, ranging 
between approximately 49% and 52% of total bond investments. Investments across other 
asset types tended to vary. 
Asset Mix Comparison Between 2012 and 2011 
As of year-end 2012, the overall insurance industry’s assets amounted to $5.35 trillion in terms 
of book/adjusted carrying value (BACV), which was a 2.3% increase from year-end 2011’s total 
assets of $5.23 trillion. The latter was, in turn, a 4.1% increase from year-end 2010’s value of 
$5.02 trillion. As Table 1A and Table 1B below show, the majority of insurance industry 
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investments in both years was in bonds. Bonds also were the largest component of investment 
portfolios across each of the five insurance company types. They include categories such as 
corporate debt, municipal bonds, structured securities, U.S. government bonds and foreign 
government bonds. Although the total amount of bond investments at year-end 2012 was $3.66 
trillion – higher than a year earlier ($3.63 trillion) – their share of total cash and invested assets 
decreased to 68.4% from year-end 2011’s number (69.5%). 
Common stock was the second-largest asset type in both years. At year-end 2012, common 
stock investments amounted to almost $590 billion (or 11.0% of total cash and invested assets), 
up from $549 billion (or 10.5% of total cash and invested assets) at year-end 2011. Although 
this exhibited a 7.5% increase in the insurance industry’s common stock investments year-over-
year, it was significantly less than the 16% total return delivered by the S&P 500 index in 2012. 
Given that backdrop, insurers have likely scaled back their common stock holdings relative to 
the overall market. 
Mortgages and first liens were the third-largest asset type, accounting for $351.4 billion (or 6.6% 
of total cash and invested assets) and $338.3 billion (or 6.5%) at year-end 2012 and 2011, 
respectively. Overall, the broad asset mix of the U.S. insurance industry’s investment portfolios 
has remained fairly stable year-over-year, even as some asset type proportions have shifted 
slightly. 
Table 1A: Year-end 2012 Insurance Industry Asset Mix ($) 

 
Table 1B: Year-end 2011 Insurance Industry Asset Mix ($) 

 
Life companies accounted for the majority of industry cash and invested assets in terms of 
BACV, at 65.1% of the industry’s total cash and invested assets as of year-end 2012 (a slight 
decline from 65.8% at year-end 2011). Property/casualty companies represented the second-



largest, at 29.6% of total cash and invested assets at year end 2012 (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 2012 and 2011 
In terms of specific bond types within the aggregate insurance industry, Table 2A and Table 2B 
below show that approximately half of all bond investments were corporate bonds for both year-
end 2011 and year-end 2012. As of year-end 2012, corporate bond investments totaled about 
$1.9 trillion (or 51.6% of total bond investments), a 4.9% increase from the $1.8 trillion in 
corporate bonds (or 49.5% of total bond investments) at year-end 2011. That, in turn, was a 
5.5% increase from $1.7 trillion (or 48.7% of total bond investments) of corporate bonds held at 
year-end 2010. 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. 
Municipal bonds were the second largest bond category for the insurance industry for both year-
end 2011 and year-end 2012. Similar to the corporate bond exposure, both the absolute amount 
of municipal bonds and their share of total bond investments have steadily increased year-over-
year — from $467 billion, or 12.9% of total bond investments, at year-end 2011 to $524 billion, 
or 14.3% of total bond investments, at year-end 2012. A more detailed analysis of the U.S. 
insurance industry’s exposure to municipal bonds was published July 1, 2013 (“Update on 
Municipal Bonds Held by the U.S. Insurance Industry“). 
Table 2A: Year-end 2012 Bond Breakdown ($) 

 
Table 2B: Year-end 2011 Bond Breakdown ($) 

 
Corporate bonds were also the largest category for four of the five insurance company types. 
The one exception, property/casualty companies, had its largest exposure in municipal bonds, 
at approximately $346 billion in BACV, or 37% of property/casualty companies’ total bond 
investments at year-end 2012. For life companies, corporate bonds represented $1.5 trillion (or 



59.1% of total bond investments). As Table 3A and Table 3B below show, the percentage mix of 
bond types varies between the different insurance company types due, in part, to duration 
management and risk appetite. For example, municipal bonds are the largest bond type for 
property/casualty companies; however, they are only 5.9% of life companies’ total bond 
investments, primarily because of tax reasons. 
Life companies also had the largest concentration of non-agency residential mortgage-backed 
securities (RMBS) and commercial mortgage-backed securities (CMBS), at 9% as of year-end 
2012, compared to 4.8% for property/casualty companies and 6.0% for fraternal companies. 
Notably, all insurer types except title companies have reduced their exposure to both agency 
and non-agency RMBS and CMBS in terms of BACV and as a percentage of their total bond 
investments. This reduction has occurred steadily from 2010 to 2011 and further to 2012, as 
insurers have adjusted their investment holdings in reaction to the 2008 housing sector turmoil 
that caused volatility in the RMBS and CMBS markets in subsequent years. This reduction also 
coincided with very low new issuance volumes in the non-agency structured markets. 
In addition, all insurer types except title companies have also reduced their exposure to U.S. 
government bonds, both in terms of BACV and as a percentage of their total bond investments. 
While holdings of 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 (“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. 
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. This 
reduction has occurred largely because of continued low interest rates paid on those 
investments as insurance companies have faced challenges in meeting their investment return 
goals; at the same time, investors have more confidence in the economy and are more willing to 
move away from the “safety” provided by government bonds. Going forward, we anticipate this 
trend to be at least partially offset by the additional collateral requirements imposed by the 
impending move to centralized clearing houses for over-the-counter derivatives as mandated by 
the Dodd-Frank Wall Street Reform and Consumer Protection Act. These requirements will 
likely lead to relatively higher demand for and holdings of U.S. government debt by any investor 
participating in the derivatives market. 
Table 3A: Year-end 2012 Bond Breakdown (%) 

 



Table 3B: Year-end 2011 Bond Breakdown (%) 

 
Credit Quality Breakdown 
The insurance industry’s bond exposure is predominantly investment grade credit risk; however, 
there is a portion that is below investment grade — some as a result of downgrade activity post-
purchase by the insurance companies, while others due to active purchases. As Table 4A and 
Table 4B below show, about 94% of all insurance industry’s bond investments were investment 
grade (NAIC 1 and NAIC 2 designations) at year-end 2012 and year-end 2011. While the 
investment grade totals have been similar among different insurer types, 
the breakdown between NAIC 1 and NAIC 2 designations shows some fairly significant 
differences. Life and fraternal companies have stood out from the other insurer types 
(property/casualty, title and health) in terms of having a much smaller share of NAIC 1-
designated investments, which ranged from 64% to 67% of total bond investments versus the 
other insurer types’ proportions, ranging from 79% to 86%. 
Additionally, life companies have further shifted the balance from NAIC 1- to NAIC 2-designated 
investments year-over-year, reducing NAIC 1 share from about 64% to about 62% of total bond 
investments and increasing NAIC 2 share from about 29% to about 32%. Similar, albeit smaller, 
shifts have occurred across all five insurer types between year-end 2011 and year-end 2012. 
Although these are fairly small changes, they are consistent with the aforementioned reduction 
in U.S. government bond holdings and indicate a possible “reach for yield” by insurance 
companies (at least within their investment grade holdings). 

 
Table 4B: Year-end 2011 Bond Breakdown – NAIC Designation (%) 



 
Corporate Bonds’ Sector/Industry Breakdown Comparison Between 2012 and 2011 
As shown in Table 5A and Table 5B below, our analysis also included a more detailed sector 
breakdown of the nearly $2 trillion corporate bond exposure as of year-end 2011 and year-end 
2012. In this report, we based our sector breakdowns on a recently improved Bloomberg 
Industry Classification System (BICS), which streamlined and enhanced industry assignments. 
Financials — that is, banking, insurance, and other financial companies — was the largest 
sector held by insurance companies in terms of BACV (about $447 billion), and it represented 
23.7% of total insurance industry corporate bond exposure as of year-end 2012, a decrease 
from the 25.1% at year-end 2011 (about $452 billion). Within the financial sector, the banking 
subsector accounted for the majority of this decline, decreasing from 10.9% of corporate bond 
investments at year-end 2011 to 9.4% 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 (“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 14.0% of the industry’s total corporate bond exposure at year-end 2012, 
while the energy sector (including oil, gas, coal and renewable energy producers) was the third-
largest sector with an 11.8% share of total year-end 2012 corporate bond holdings. Although the 
consumer discretionary (formerly called “consumer cyclical” within the BICS) and consumer 
staples (formerly called “consumer non-cyclical” within the BICS) sectors did not make the top 
three as stand-alone sectors, together they accounted for a sizable 15.6% share of total 
corporate bond investments at year-end 2012. 
While most sector weights have remained stable between year-end 2011 and year-end 2012, 
the energy and industrials sectors exhibited the largest year-over-year share increases of 0.7 
and 0.6 percentage points, respectively. At the same time, the financial sector experienced the 
largest year-over-year share decrease of 1.4 percentage points. 

 



Table 5B: Year-end 2011 Corporate Bond Investments – Sector Breakdown ($) 

 
Summary 
The insurance industry’s asset mix does not appear to change significantly, even as insurers 
make slight adjustments in line with changing economic conditions. Bonds have been the 
preferred investment type, and corporate bonds have been 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. At the same time, all insurer types except title companies have reduced 
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. Additionally, all five insurer types have increased their proportions of NAIC 2-designated 
bonds by reducing their proportions of NAIC 1-designated bonds (while keeping the total of the 
two fairly constant) year-over-year; this supports a reduction in U.S. government bond holdings 
and indicates a possible “reach for yield” by insurance companies. Finally, insurance companies 
have reduced their holdings of financial sector corporate bonds year-over-year, especially in the 
banking subsector. 
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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