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2025 P&C Industry Investment 
Highlights: Elevated Yields Persist 
as Income Growth Moderates  
The property and casualty (P&C) insurance industry’s1 book yield rose 

to a decade high of 4.39% in 2025, while net investment income as a 

percentage of invested assets declined modestly from its 2024 peak.  

EXECUTIVE SUMMARY 

In 2025, the U.S. P&C insurance industry’s net investment income declined modestly, as lower 

equity dividend income more than offset the benefits of higher bond yields. Nevertheless, book 

yield for the industry reached a decade high of 4.39%, extending its upward trend since 2021.

Industry asset allocation remained broadly stable, although aggregate trends were materially 

influenced by a single large insurer that reduced exposure to equities and Schedule BA assets 

while increasing cash and short-term holdings. Excluding this outlier, risk asset exposure has 

moderated since its 2021 peak, but overall portfolio positioning has changed little.

Fixed income portfolios continued to benefit from higher yields, alongside improving credit 

quality and stable duration. Within fixed income, insurers have gradually shifted allocations 

away from tax-exempt municipals toward structured securities and private placements, 

reflecting a continued focus on enhancing portfolio income while maintaining prudent 

risk profiles.

NET INVESTMENT INCOME (NII) DECLINED, DESPITE ELEVATED BOND YIELDS 

Table 1 shows that total cash and invested assets increased 8% to $2.63 trillion in 2025. While 

net investment income (NII) in dollar terms reached a new decade high, the NII ratio (%) 

declined modestly from its 2024 peak. As shown in Table 2, fixed income securities continued 

to dominate investment income, with their contribution reaching a decade-high 63% of total 

income, supported by record book yields (Table 4). Cash and short-term investments remained 

the second-largest income source at 13%, surpassing both equities and Schedule BA assets. 

However, overall gross investment income as a percentage of invested assets declined 

modestly (Table 3), as lower equity dividend income more than offset the benefit of higher 

bond yields.
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Table 1. Earned Invested Income $ Billion and Percentage

Source: NEAM, S&P Capital IQ Pro 

Table 2. Gross Earned Investment Income Contribution by Asset Class

Source: NEAM, S&P Capital IQ Pro

Table 3. Gross Investment Income % by Broad Asset Sector

Source: NEAM, S&P Capital IQ Pro

BOND ALLOCATION REMAINED DOMINANT AND STABLE

Chart 1 shows the industry’s statutory asset allocation across broad sectors over the past 

decade. Bonds remained the dominant asset class, though their share declined from 60.4% in 

2016 to 54.5% in 2025. Despite this decline, elevated book yields have supported a relatively 

stable bond allocation over the past four years. Equities, the second-largest asset class, 

declined from 29.1% in 2023 to 25.2% in 2024, largely reflecting Berkshire Hathaway’s (BRK) 

reallocation to cash and short-term investments. This shift contributed to a record-high 11.5% 

allocation to cash and short-term investments in 2024. Excluding BRK, the industry’s asset 

allocation has remained broadly stable over the past four years (Chart 2), with higher bond 

allocations and lower equity and cash exposures than headline figures suggest.

Category 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Bonds 63% 57% 61% 46% 53% 58% 57% 53% 58% 61%

Equities 11% 14% 11% 17% 20% 18% 18% 20% 16% 19%

Cash/Short-Term 13% 15% 11% 2% 0% 1% 4% 3% 2% 1%

Real Estate/Mortgage 4% 4% 5% 4% 5% 5% 5% 5% 5% 5%

Sch BA and Other 9% 10% 12% 30% 21% 17% 16% 19% 19% 15%

Total Gross Earned 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Category 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Total Cash/
Investments ($B) 2,633.6 2,432.0  2,270.1  2,123.5  2,152.2 1,932.0  1,797.9  1,631.5  1,614.7  1,512.8 

Gross Earned 
Investment Income ($B)  95.4  92.7  72.6  75.8  60.2  57.1  59.8  60.7  52.6  50.3 

Investment  
Expenses ($B)  8.3  7.3  6.7  6.1  5.7  5.4  5.4  5.2  4.9  4.8 

Net Investment 
Income ($B)  87.1  85.4  65.9  69.7  54.5  51.6  54.4  55.5  47.7  45.5 

Net Investment 
Income (%)

3.44% 3.63% 3.00% 3.26% 2.67% 2.77% 3.17% 3.42% 3.05% 3.07%

Category 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Bonds 4.38% 4.15% 3.72% 3.05% 2.94% 3.20% 3.47% 3.41% 3.33% 3.41%

Equities 1.63% 2.03% 1.31% 2.10% 2.09% 2.03% 2.37% 3.00% 2.24% 2.76%

Cash/Short-Term 4.32% 5.97% 4.78% 1.22% 0.09% 0.64% 2.28% 1.82% 0.94% 0.41%

Real Estate/Mortgage 8.19% 8.58% 8.45% 7.99% 8.00% 8.25% 8.68% 8.86% 8.97% 9.58%

Sch BA and Other 4.88% 5.62% 4.98% 12.32% 6.89% 5.91% 6.61% 8.25% 7.25% 5.73%

Total Gross Earned 3.77% 3.94% 3.31% 3.55% 2.95% 3.06% 3.49% 3.74% 3.37% 3.40%
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Chart 1. Broad Sector Asset Allocation

Source: NEAM, S&P Capital IQ Pro

Chart 2. Broad Sector Asset Allocation – Excluding BRK  

Source: NEAM, S&P Capital IQ Pro

RISK ASSET ALLOCATION DECLINED, DRIVEN BY ALTERNATIVES AND BELOW-
INVESTMENT-GRADE BONDS

The P&C industry’s allocation to risk assets, measured at fair value under statutory accounting, 

continued to decline after peaking at 88.0% of surplus at year-end 2021 (Chart 3). The 2024 

decline was largely driven by BRK’s reduction in equity exposure. Schedule BA assets also 

declined, from a peak of 19.2% in 2020 to 13.8% at year-end 2025. Excluding BRK, overall risk 

asset allocation has remained broadly stable over the past four years (Chart 4), with lower 

equity exposure and higher allocations to Schedule BA assets and below investment-grade 

bonds relative to the broader industry.
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Chart 3. Risk Asset Allocation (% of Policyholder Surplus)

Source: NEAM, S&P Capital IQ Pro

Chart 4. Risk Asset Allocation (% of Policyholder Surplus) – Excluding BRK

Source: NEAM, S&P Capital IQ Pro

FIXED INCOME ALLOCATIONS CONTINUED TO SHIFT TOWARD STRUCTURED 
SECURITIES 

Chart 5 illustrates long-term trends in fixed income sector allocations over the past decade. 

Corporate bond allocations stabilized after reaching a record high in 2023, comprising 

over one-third of industry fixed income holdings at year-end 2025. In contrast, tax-exempt 

municipal allocations have declined steadily, with the pace accelerating following the 2018 tax 

reform; they now account for less than 10% of fixed income exposure.

Within structured securities, including asset-backed securities (ABS), residential mortgage-

backed securities (RMBS), and commercial mortgage-backed securities (CMBS), Agency RMBS 

and ABS have grown over the past five years and now represent the two largest subsectors. 

Non-agency RMBS has also increased over the same period, while CMBS allocations 

have declined.

Taxable municipals represented 5% of fixed income portfolios in 2025, declining modestly 

since 2022 amid reduced issuance. Government and Agency securities declined modestly to 

14.4% of fixed income allocations in 2025 but remained the second-largest sector. Meanwhile, 

private placements continued to grow, reaching 3.3% of fixed income allocations.
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Chart 5. Fixed Income Sector Allocation

Source: NEAM, S&P Capital IQ Pro

BOOK YIELD CONTINUED TO CLIMB AND REACHED A DECADE HIGH 

The industry’s book yield increased by 19 bps in 2025 to 4.39% at year-end, supported by 

elevated interest rates thus marking the highest level in a decade. Book yields rose across 

most fixed income sectors, with ABS, non-agency RMBS, and private placements exceeding 

5% (see Table 4). Higher market yields continued to weigh on the fair value of existing holdings, 

leaving industry fair values below statutory book value since 2022. As insurers locked in higher 

yields, they also realized investment losses from 2022 through 2025 (see Table 5).

Balancing yield enhancement against realized losses requires a holistic approach that 

integrates enterprise objectives, asset allocation, underwriting characteristics, and business 

profiles. Such an approach is increasingly critical as insurers navigate evolving insurance 

cycles and heightened economic, geopolitical, and market uncertainty.

Table 4. Fixed Income Book Yield (%)

Source: NEAM, S&P Capital IQ Pro
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Sector 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Gov't/Agcy  3.68  3.52  2.99  2.28  1.36  1.64  2.25  2.39  1.95  1.81 

Corp  4.65  4.44  4.05  3.58  3.12  3.40  3.71  3.77  3.59  3.69 

ABS  5.20  5.49  5.67  4.58  2.12  2.54  3.40  3.59  3.01  2.84 

RMBS - Agcy  4.43  4.16  3.63  2.84  2.13  2.31  3.01  3.24  3.01  2.98 

RMBS - Non-Agcy  5.16  5.08  4.69  3.77  2.89  3.56  4.17  4.95  5.30  6.48 

CMBS - Agcy  3.65  3.41  2.99  2.65  2.58  2.75  2.91  2.98  2.69  2.61 

CMBS - Non-Agcy  4.60  4.41  4.18  3.71  2.74  3.00  3.37  3.48  3.32  3.38 

Munis - Taxable  3.83  3.61  3.34  3.10  2.86  3.08  3.81  4.10  4.10  4.17 

Munis - Tax-Exempt  3.51  3.20  3.11  3.05  2.99  3.05  3.18  3.22  3.20  3.30 

Private Placement  5.56  5.41  5.35  4.75  4.18  4.89  4.84  5.22  5.08  5.04 

Foreign  3.83  3.60  3.10  2.35  1.75  1.95  2.32  2.40  2.27  2.17 

Grand Total  4.39  4.20  3.85  3.32  2.68  2.97  3.32  3.43  3.26  3.33 
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Table 5. Industry’s Bonds Book Value and Fair Value [$ Billion] 

Source: NEAM, S&P Capital IQ Pro

CREDIT QUALITY IMPROVED AMID HIGHER INTEREST RATES 

Chart 6 highlights trends in the credit quality of fixed income portfolios. Prior to 2022, the 

prolonged low interest rate environment encouraged insurers to assume greater credit risk, 

with allocations to BBB-rated and below investment-grade bonds increasing and peaking 

in 2021. Since 2022, higher interest rates have enabled insurers to improve credit quality 

while maintaining attractive yields. As a result, the industry has shifted allocations toward 

higher-rated securities, particularly AAA-rated bonds, while reducing exposure to BBB-rated 

and below investment-grade holdings. This repositioning has been supported by increased 

allocations to Government and Agency securities, ABS, and Agency RMBS (see Chart 5), 

contributing to an overall improvement in portfolio credit quality.

Chart 6. Fixed Income Credit Quality2

Source: NEAM, S&P Capital IQ Pro

DURATION REMAINED RANGE-BOUND  

Table 6 presents option-adjusted duration (OAD) by fixed income sector, based on CUSIP-

level holdings from Schedule D statutory filings. The data excludes bonds held at the holding 

company level, as well as derivatives and private placements. The modest extension in 

duration in 2025 was primarily driven by increased allocations to Agency RMBS and duration 

extension within the ABS sector. Since 2018, the industry’s aggregate OAD has remained 

relatively stable, ranging between 4.6 and 4.9 years despite evolving market conditions.

Category 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Book Value ($B) 1,435.6 1,325.5  1,219.5  1,160.3  1,122.8 1,052.5  1,008.0  968.8  920.8  913.5 

Fair Value ($B)  1,401.0 1,258.7  1,156.9  1,065.1  1,149.7  1,113.2 1,038.3  961.3  933.3  920.7 

Fair Value - Book 
Value ($B)  (34.6)  (66.8)  (62.5)  (95.2)  26.9  60.7  30.3  (7.5)  12.5  7.2 

Realized Capital  
Gain/Loss ($B)  (2.4)  (3.9)  (6.1)  (7.6)  3.7  6.8  3.5  (0.9)  2.1  2.7 
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Table 6. Fixed Income Option Adjusted Duration (Years) 

Source: NEAM, S&P Capital IQ Pro

KEY TAKEAWAYS

•	 Net investment income in 2025 softened from the prior year, as lower equity dividend 

income more than offset higher income from fixed income investments.

•	 Bonds remained the dominant asset class, with allocations largely unchanged over the past 

four years. Their contribution to earned investment income rose to a decade-high 63%.

•	 Risk asset allocations continued to decline over the past five years. Excluding the impact of 

a large outlier insurer[LL2.1][MY2.2], the industry maintains a structurally lower allocation to 

risk assets.

•	 Fixed income allocations continued to shift, with tax-exempt municipals declining to less 

than 10% of fixed income holdings, while structured securities increased.

•	 Book yields continued to rise, reaching a decade high in 2025, while credit quality improved 

and duration remained stable.

A customized enterprise comparative assessment can provide deeper insight into how an 

insurance company’s asset and liability characteristics compare with peer organizations. This 

supports more informed, risk-aligned investment decisions.

ENDNOTES
1 For purposes of this publication, the U.S. P&C industry consists of companies with invested 

assets greater than $50 million and net written premium greater than $10 million as of year-

end 2025. Insurers writing exclusively or predominantly financial lines are excluded from the 

analysis

2 NAIC 20 rating categories became effective in 2020.

Sector 2025 2024 2023 2022 2021 2020 2019 2018 2017 2016

Gov't/Agcy  4.7  4.6  4.1  4.0  4.4  4.1  4.2  3.8  4.2  4.3 

Corp  4.6  4.6  4.6  4.8  5.0  4.9  4.5  4.5  4.6  4.5 

ABS  2.9  2.2  2.4  2.8  2.5  2.3  2.4  2.4  2.8  2.1 

RMBS - Agcy  5.2  5.4  5.6  6.4  4.8  3.8  4.4  5.1  5.0  5.4 

RMBS - Non-Agcy  4.0  4.5  4.9  5.1  3.6  2.9  3.3  3.3  3.4  3.4 

CMBS - Agcy  3.7  3.9  3.9  4.4  4.7  4.8  5.2  5.2  5.0  4.7 

CMBS - Non-Agcy  3.0  3.0  3.2  3.5  3.9  4.1  4.2  4.4  4.7  4.7 

Munis - Taxable  6.2  6.3  6.5  6.8  7.1  7.0  5.6  5.0  5.4  5.9 

Munis - Tax-Exempt  7.1  6.5  5.8  6.0  4.9  5.8  5.7  6.4  6.8  6.6 

Foreign  3.3  3.2  3.0  2.9  3.2  3.5  3.5  3.5  3.6  3.9 

Grand Total  4.8  4.7  4.6  4.9  4.7  4.8  4.6  4.8  5.1  5.2 



®

neamgroup.com  
Connecticut | Dublin | London

© 2026 New England Asset Management, Inc.

All rights reserved. This publication has been prepared solely for general informational purposes and does not constitute investment advice or a recommendation 
with respect to any particular security, investment product or strategy. Nothing contained herein constitutes an offer to provide investment or money management 
services, nor is it an offer to buy or sell any security or financial instrument. The investment views expressed herein constitute judgments as of the date of this 
material and are subject to change at any time without notice. Future results may differ significantly from those stated in forward-looking statements, depending 
on factors such as changes in securities or financial markets or general economic conditions. While every effort has been made to ensure the accuracy of the 
information contained herein, neither New England Asset Management, Inc. (“NEAM, Inc.”) nor New England Asset Management Limited (together, “NEAM”) guarantee 
the completeness, accuracy or timeliness of this publication and any opinions contained herein are subject to change without notice. This publication may not be 
reproduced or disseminated in any form without express written permission. NEAM, Inc. is an SEC registered Investment Advisor located in Farmington, CT. This 
designation does not imply a certain level of skill or training. In the EU this publication is presented by New England Asset Management Limited, a wholly owned 
subsidiary of NEAM, Inc. with offices located in Dublin, Ireland and London, UK. New England Asset Management Limited is regulated by the Central Bank of Ireland. 
New England Asset Management Limited is authorized by the Central Bank of Ireland and subject to limited regulation by the Financial Conduct Authority. Details 
about the extent of our regulation by the Financial Conduct Authority are available from us on request. This is not an offer to conduct business in any jurisdiction in 
which New England Asset Management, Inc. and New England Asset Management Limited are not reigistered or authorized to conduct business.


