
 

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Part 2 of our points of interest related to insurance companies 
and the Federal Reserve Financial Accounts data set for 1Q 2023. 
 
Insurance company debt exposure as a % of total financial assets 
is just 0.15% above its lowest level of 42.6% recorded at the end 
of 2022. As the path for a US economic so -landing narrows 
insurance company balance sheets appear to have record 
cyclical sensi ve. 
 

[1] INSURANCE COMPANY DEBT AS % OF FINANCIAL ASSETS 

 
Source: Federal Reserve L.115 & L.116 as of 1Q 2023 
 

Insurance company exposure to corporate and foreign bonds as 
a % of debt securi es is at an all- me high (75.7%). Exposure to 
municipal bonds is at its lowest point since 1953 (8.4%). 
 

[2] INSURANCE COMPANY DEBT SECURITIES AS A % OF TOTAL 
DEBT EXPOSURE 

 
Source: Federal Reserve L.115 & L.116 as of 1Q 2023 
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IMPORTANT DISCLOSURE INFORMATION 
The analysis presented herein is intended for general informa on purposes only.  The data is provided by third par es and is presumed to be accurate as of the date hereof.  No por on of this presenta on serves as the receipt 
of, or as a subs tute for, personalized investment advice from 16Rock or any other investment professional of your choosing.  Different types of investments involve varying degrees of risk, and it should not be assumed that 
future performance of any specific investment or investment strategy, or any non-investment related or planning services, discussion, or content, will be profitable, be suitable for your por olio or individual situa on, or prove 
successful. 16Rock is neither a law firm nor accoun ng firm, and no por on of its services should be construed as legal or accoun ng advice. No por on of the content should be construed by a client or prospec ve client as 
a guarantee that he/she will experience a certain level of results if 16Rock is engaged, or con nues to be engaged, to provide investment advisory services.  Please refer to www.16Rock.com/disclosure for a complete discussion 
of Important Disclosure Informa on regarding this presenta on.  A copy of our current wri en Brochure is available upon request by emailing info@16Rock.com. 

Property-casualty insurance company exposure to corporate and 
foreign bonds shot up following the 2017 US Tax Cuts & Jobs Act 
(TCJA) with the lowering of the corporate tax rate and no 
grandfathering of the municipal asset class. The effects of TCJA 
were equal to a 0.6% tax-advantage loss of income which quickly 
led to selling of municipal bonds in favor of taxable corporate 
credit risk. As the US Federal debt & deficit grow in focus, we are 
reminded that nothing in Washington is permanent including the 
lower US corporate tax rate. 
 

[3] PRE & POST 2017 US TAX REFORM MUNICIPAL INCOME TAX 
ADVANTAGE: P&C INSURERS 

 
Source: Bloomberg Municipal Bond Index (tax-exempt) prora on adjusted for 
property-casualty insurers pre & post 2017 tax reform 
 

Taxable municipal bonds offer a broad range of high-quality 
credits that compete with corporate bond yields and can be 
scaled to maximize income and NAIC capital efficiency for 
insurers. Municipal infrastructure, in general, has strong 
cashflows and is considered monopolis c in nature, providing 
essen al services for public purposes. Municipal bonds, in 
general, are second only to US treasuries in terms of perceived 
safety. 
 

[4] VALUE PROPOSITION 16ROCK APRIL 25, 2023 TAXABLE 
MUNICIPAL BOND SPECIAL REPORT 

 
Source: www.16rock.com 
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