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Foreword

The Coordinate@ortfolio Investment Survey (CPIS) is a voluntary data collection exercise conducted
annually under the auspicestbéInternational Monetary Fund (IMF). The CPIS collects information
aboutthe crossborder holdings of portfolio investment securitinsdifferent economies Portfolio
investment is defined as cressrder transactions and positions involving debt or equity securities,
other than those included in direct investment or reserve assets.

CPIS data, which is published on the IMF website, isvarged with information from two other
surveys the Securities Held as Foreign Exchange Reserve (SEFER) and Securities Held by
InternationalOrgangations(SSI0).

The IMF has been conducting the CPIS since 1997 and over 80 countries currently participate in the
survey.

Bermuda has participad in this exercise since 200B.er mudads number s i ncl uc
domestic and international seofhe size andelevance of the lattarategorymakeBermuda an
International Finanail Centre (IFC).

ThisreportcoverBer muda s CP1 SThe repsruid atprodudt af the stafd df the Bermuda
Monetary Authority(Authority or BMA).

TheAuthority wouldl i ke t o extend its sincere gratitude
survey.

We hope you will find the information in this report of interest.

Should you have any questions, comments or suggestion to improve this plase contaais at

cpis@bma.bm

Financial Stability and Research Department

Decembef020
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1. EXECUTIVE SUMMARY

This study is part of the | MF6s comprehensive
of foreign portfolio investment assets. Foregmgmtfolio investment assets relates to tradable financial
instruments, other than direct investments or reserve assets, issued by unrelatsitieots

Data for portfolio investment assets is separately requested for equity, investment funds shares and
debt securities, and geographically allocated by the countryre§idencef the issuer. The primary
purpose of this study is to provide countries vasiimates of their foreign portfolio assets at market

value and to enhance the quality of statistics on global capital flow.

As at 31DecembeR019, Bermud#® otal assets increased b§.8% (or US$160.6billion)? from the
previousyear, reaching US$ 2 trillion3. At the same timeB e r mufdreigh portfolio invesnent
assets reached 87237 billion. A significant increase of 8 0% (or US$110.3 billion) when
comparedo thevalueof holdingsasof 31 Decembef018, which was driven primary by neswtities
that we licensed during the year, within the insurance and investment fund.&&&arsm ufdreigh s
portfolio holdingsmade upapproximately61.5% of totalBermuda financial services &s up from
60% in 2018.

The foreign portfolio holdingsfor Bermuda entitiesonsst mainly of debt segities. As of 31
December 2019 Ber mudabs hol dseaurgies arhounfed to éJ5$ 6D5billior, b
representing83% of Ber mudadés foreign portfolio holdin
up of longterm debt scuritieswhich accounted for 89.6% (US$ 5@2illion) of total debt securities.
Shortterm dét securities amounted to US$.B8illion, accounting for the remaining 10edof total

debt securities. Holdings of foreign éyuamouried to US$ 11& billion, representing 1694 of

Bermudads foreign portfolio holdings.

Geographically, holding in the United States domindt8 er mudads f oreign por
assets. As 081 December 201%he United Sates accounted for 57.3% (U334.8billion) of the

1 The IMF defines unrelated neesident as neresident counterparty with an equity interest of kss 10% in the enterprise, or vice veréahe
counterpartyodos share is 10 %-residentfdoectenyestinent) andreporedundedtiee rCeoddinaied Diedt lmvestntentn o n
Survey (CDIS).

2The figures in this report have besunded off to the decimal of the billions, except where speciiethe values may differ due to rounding.

3 Insurance sector total assetsrzased from $837 bin in 2018 to $980 bin in 2019 while Net Asset Value (NAV) of investment funds increased from
$157 bin in 20180 $176 bin in 2019. dtal assetf banks increased from $21 bin in 2018 to $24 bin in 20ik®al assets data was published in the
BMAG6s 2019 Annual Report .
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tot al hol di ngs pdrtfoli® ievestment asbts anfincrease of 23.1% (US$877
billion) from 2018 The UK followed with the same 7% share as in 2018 and then Camddeh
decrease its share by % in absolute valueto 5% a®f 31 Decembe019.Irelandandthe Cayman
Islands botthada 4%share oforeignholdings while Hong Konghad3%. The remaining countries
had shares of 2% or less.

Il n addition to the ge o gholdepd foreignisecunitresan bbaebrokem , B €

downinto four subsecta: insurancé investment funds; banking; and government.

The insurance subsect osforeignegpartioiiolhddingd Asoi3hDedember Be r |
2019 it had an ownership share of 8. US$ 58.7 billion). Insurance has been the largest subsector
since 2001 when the survey was first conducted in Bermuda. This is consistent with the size and
relevance of the insurangedustryin Bermuda, a predominantly insurarzasedFC, specialisingn

theniche of catastrophe reinsurance.

Investment funds were theecondarges subsectng accounting for 18% (US$ 1321 billion),

followed by bankswhich accounted fot.0% (US$ 73 billion). TheBer muda gover nmen
portfolio holdings amountetb US$ 26 billion, representing 0% of t he t ot al Ber
portfolio holdings as 081 December 2019

As of 31Decenber 2019 t he val ue of Be PamoultadtdS$8462billiore d | i
an increase of 2% (or US$ 18 billion) from 2018.Bermuch 6 s der i ved ebmanlyi | it
of equty securities which represent 86%4 o f Bermudads tot al deri ved
Bermud#® derived liabilities are helby residentof the United Sates andHongKong, who together

had a 7% share the United States 50% and Hong Kong2llasof 31 -Decembel019

Global crosshorder holdings of securities have shown a growing trend since the global financial crisis
of 2008, reachings highest value of US$ &8 trillion as of31 Decembef019 anincreasef 13.2%
(or US$ 78 trillion) from 2018 A similar trend is obsrved for Bermuda foreignoptfolio holdings

howeverBermudais showinga largerrelative increaseof 18.0% from 2018 to 2019

4 pension funds are included as part of insurance, however, their contriuéies than 1% of the total insurance foreign portfolio holdings.

5 Derived liabilities show, from the perspective of the economy issuing the securities, the value of secudritiead®t e si dents as fAderi v
information reported by the holdeof the seurities (creditor information).

The fiderived liabilitydo numbers are generated only ismhleastUSSH® sum of
million.
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2. Background

2.1 What is CPIS?

CPIS is a voluntary data collection exercise conducted annually under the ausgied®éf Data

is provided on holdings of cros®rder portfolio investment securities issued by unrelated non
resident$. Data is separately requested for equity and investment fund shareserlmngebt
instruments and shetérm debt instruments, and geographically allocated by the economy (country)

of residencef the issuer.

2.2 Why does Bermuda participate?

Bermudads participation in the CPI S colRCandi but ¢
its impact on global financial intermediation. This ultimately enhaBcesr mu d a 6 s andreep ut a't

emphassesour commitment to a high standard of transparency.

Overall, theCPIS aimgo improvethe statistics of holdings across the globe of portfolio investment
assets in the form of equity, lotgrm debt and sheterm debt. Specifically, the IMF has idergii

the following as the main objectives of the survey:

a) To collect comprehensive information, with geographical detail on the country of residence of the
issuer, on the stock of crebsrder equities, longerm bonds and notes and shemm debt
instrumens for use in the compilation or improvementtié international investment position
(IIP) statistics on portfolio investment capital. The IIP statistics, in turn, can provide information
to check the coverage recorded estimates of portfolio investnmamicfal flows and associated

investment income transactions recorded in the balance of payments; and

b) To exchange bilateral data. When the results of the CPIS become available, the data may be
exchanged among the participating countries, as well as witlr gbuntries. By exchanging
comparable data (subject to confidentiality constraints), participating countries should be able to
improve their statistics of neresident holdings of their portfolio investment liabilities, as well as
associated financialdivs and investment income data (information on the geographic distribution

of nonresident creditors also becomes known)

7 The IMF defines unrelated neesident as nenesidentcounterparty with an equity interest of less than 10% in the enterprise, or vicdfviiesa
counterpartyo6s share i s 10 %resident(direatiavestnient) andseported urslér the Coerdinatad Direztlinzestment n o n
Survey (CDIS).
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2.3 What type of information is collected?

The CPIS collects information on econondie@®ssborder holdings of portfolio investment securities.
APortfoli o 1 nve st nmderttransactions dne positiomesdnvolviag debt cv eqgsity
securities, other than those incl udedisdefmedt he
as a financial instrument designed to be traded, i.ecli@gactesedby its negotiability and classified

as either equity or debt securities.

Equity securities comprise all instruments and records that acknowledge claims on the vakidual
of corporations or quasiorporations after the claims of creditors have been met. For the purposes of
the CPIS, mutual funds are also classified as equity regardless of their underlying assets.

Debt securities are negotiable instruments servingvadence of debt. They give the holders the
unconditional right to fixed or contractually determined variable payments (i.e. earnings of arerest

not dependent on earnings of the debtors). The maturity of a debt instrument is classified as either
long-term (a maturity of more than one year or with no stated maturity, other than on demand} or short

term (payable on demand or with a maturity of one year or less).

The CPIS collects data from the asset side only because the holder (creditor) will krsmalbyhat
securities it holds. On the liabilities side, the issuer of the security (debtor) may not know the residency
of the holder because the securities may be held by foreign custodians or other intermediaries. Using
the assets data reported by CPIStip@ating economies, the IMF derives liabilities data for all

economi es; these data are termed Anderived | i a

2.4 Methodology

The CPIS is administered by the IMF and coordinated locally byBMA. The 209 survey was
conductedhrougha questionnaire, on a voluntagsteffort basis, using the approach stipulated in
the IMF Coordinated Portfolio Investment Survey Guitied edition, 2017,

8 https://www.bookstore.imf.org/books/title/coordinateartfolio-investmentsurveyguidethird-edition
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The datasr eported in accordance with the residenc
of Payment and International Investment Position Manual (BBM6)T her ef or e, Ber mu
include data from nonesident entities legally domi@t in Bermuda. Howewe for the purpose of
compiling balance of payments and national income accounts statisticegsmbent entities are
excluded. The size and relevance of the-remilent entities make Bermuda an #C

The CPIS questionnaire for the period en8&Becenber 20D was posted on the Authority's website

and all financial services entities (jleanks, insurers, investment funds and pension tinagulated

by the Authority and the Bermuda government were invited to participate in the exercise. Participants
were given up to five weeks to complete the survey. At the end of five weekat#received was
aggre@tedfor each entity (subsector)t the country leveland foreach of the securitiesguity, long-
termdebt andshorttermdebt.

To account fomonresponsgin the insurance subsect@ggregatediata wasextrapolated using a
weighting factorderived fromthetotal assets of allnsurersregulated by the AuthoritySimilarly, to
account fomonresponsgin theinvestmenfunds subsector, aggregated dats extrapolatedising
aweighting factor derived frortotal NAV of all funds regulated by the Authority

2.5 Limitations

Ber mudads Ca&dc8rentlytordytbasedton data collected from the Bermuda government
andthe financial services industry. The data does not include foreign portfolio holdings from other

sectors, i.e. nofinancial corporations and househdfds

For the insurance subsector, the survey was limited to commercial (refinsumig. As of 31
December 209, canmercial (re)insurers represedi8l.0% of the Bermuddbased insurance market

if measured by gross premiums written76.8% if measured bgssets.

°IMF6 s BPM6 s i httgs:Hwme.ichfi.otglextemnal/pubs/ft/oop/2007/pdf/bpmé.pdf
10 Zoromé (2007), IMF working paper, defines#fCasaficountry or jurisdicti on fekidentsonascaleithhtdasss f i nan
incommensurate with the size and the financingaisme st i ¢ economyo.
I For insurance entities, the invitation was oeyended to commercial insurers. Pension funds and Bermuda government do not fall under the
Aut horityds directive.
12 several other jurisdictions are currently collecting financial sefzta only and do not capture data from households as the mechanism to ask
individual householders about their holdings is not practicable.
8
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Bermuda hagparticipaedin this exercise since 200data collection methodologgample sizeand
coveragehavei mpr oved over the year s. Tredularlyrevieoedend Ber
assessed for reasonableness ahen errors are discovered, data from previous years is revised. As a
result of these ongoing improvements, some of the volatibfiBermuda data trenad®uldbe driven

by thechanges irthe sampling techniques.

Apart from checking for reasonablesethe Authority does not verify if the allocation of the portfolio
holdingsprovided by respondentsither by type of securities or geographical distrdnutis correct
Full reliance is placed on the participating entities that provide the #aeer, respondentsan
reconcile their inptied data orthe CPIS main templatevith the prudential data provided in the

annual filings.

Under the CPIS data collection methodology, positions in investment funds are indistinctly classified
as equity assets. However, the assets held through the intermediation of foreign investment funds might
not consist of equity securities only. Also, thmuotry of residence of their issuer might differ from

that ofa mutual fund Therefore, the security type and geographical distribution of such assets might
be distortedf.

13 Monti.P, Felettigh A (2008), Bank of Italy, Economics and International Relations.
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3.0Overview of Bermudads foreign portfold]i

The value of Partiolimimckstndent assatsr(feréign dolito holdings) totalled US$
723.7billion'* as 0f31 December 209, an increase of 8.0% (or US$110.3 billion) from 2018 and
an increasef 53.5% (or US$2522 billion) from 20® (Table3.1).

Table3.1-B e r mu BogefysPortfolio Holdings: 20® 7 2019

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Portfolio holdings - US$ min 471,535 551,045 460,362 439,533 444,649 516,317 505,656 546,429 621,375 613,425 723,727
Y/Y change - US$ min 75,466 79,510 -90,683 -20,828 5,116 71,667 -10,660 40,772 74,946 -7,950 110,302
Y/Y change - percent 19.1% 16.9% -16.5% -4.5% 1.2% 16.1% -2.1% 8.1% 13.7% -1.3% 18.0%

Bermudads total f davemoglyshowrosstablégmwingd@endsiock Q2. s
general increase in fogn portfolio holding is in line with the growth of the financial servise

industryin Bermuda (Figur@.1).

Figure 3.1- B e r mu fbraigngortfolio holdings: 200971 2019
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200,000 T T T T T T T T T T |
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Source: BMA staff calculations

Bermudaods foreign portfol i oiehAttheandofBecemioeni s t
Bermudaholdings of foreign detsecurities amounted to USS052 billion, representing

“Bermudads olgingsmaké uplappxinmately 62246 of the total Bermuda financial servidadustryassets.
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8360 of Ber mudads f or eishaws gelativdintreabedf 4.2% @ USF’56g s .
billion) from 2018 andan increase 066.5% (or US$ 211.7 billion) from 20M. Debt securities are
made up of predominantly lortgrm debtsecurities wich account fo89.8% (or US$ 2.0 hillion)

of totalforeign debt securities.

For the same period, foreign equity sétes amounted to US$18.5billion, a significantrelative
increase ofl1.6% (or US$34.8 billion) from 2018. Foreign eqity securities have avagel 151% of
the total foreign portfolio holdings Bermuda since 2@)(Figure 3.2).

Figure 3.2- B e r mu BoaelyrsPortfolio Holdings by Security Typei 2019
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Equity Long-term debt securities Short-term debt securities

Source: BMA staff calculations

Total debt and equity foreign investment assets have both fluctuated over the lasts16greign
debt securitiesvererecorded at theihighest in2019 with holdings of US$052 hillion, while the
lowest pointwas in 2008 when foreign debtcseities amounted to US$ 384hillion. Foreign equity
securities reached its highest level in 2007 just before the recesadh holdings of US$ 138 hillion.
The lowest ever holdings on record for foregguity was irr011 at US$ 2@.billion (Figure 3.3).
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Figure 3.3-B e r mu BaaeiiyrsPortfolio Holdings by Security Type: 20®i 2019
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Source: BMA staff calculations

In terms of portfolio distribution, foreign debt seities reached its highest shane2011 at 95.5%
whenforeign equityreachedts lowest sharat 4.5% ofportfolio. As of 31 December 201,3he share

of holdings on longerm debt securities was 74.9ebfhpared t&2.1% in 2018), the share of holdings
on shoriterm debt securities w&s7% Compared td.3% in 2018) and the share of holdings on Equity
was 16.4% ¢ompared th3.6% in 2018).
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Figure 3.4- B e r mu BosefyrsPortfolio Holdings Distribution : 20061 2019
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Source: BMA staff calculations
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4. Geographical distribution

Bermudads foreign portfolio holdings have dem
over the years. With otal market value of US&14.8 billion, as of31 December 204, the investment
securities issued by United States resid@nt s/
assets. This represemsincrease 023.1% (or US$77.8 hillion) from 2018. Since 200, theUnited

States has accounted f88.8% of total foreign portfolio holdings for Bermuda on average (Figure
4.1).

Figure 4.1-B e r mu Boatfélis Holdings Issuedby the United States: 2009 2019
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e Total Portolio Holdings === United States
Source: BMA staff calculations

Other countries which alddled a significantproportionof B e r mu dreigh portfblio holdings in
2019 include United Kingdom which contributed7.0%; Canada and Irelandepresennhg an
allocation of 4.7% and 4.0% respectivelith the Cayman Islands, Hongong and Luxembourg
following with share of 3.7%,3.4% and 2.1%, respectivelll other countriesaccoungd for the
remaining 17.7%Figure4.2).
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Figure 4.2 - GeographicalDi st r i but i o nForifgn PBréoliontHoldirg® s

Source: BMA staff calculations

The share of portfolio investment securities issuetlbyed Stateseddents/entitiesncreased from
55% in 208 to 5/% in 20B. The
residentgentitiesdecreased by% from 2018 to 2019, while holdings of securities from the United
Kingdom maintained the same share (7.0%). Holdings for Ireland and Calghagas grew

respectivelyby 2% and 1 % from 2018 to 201%able 4.1 shows the top 15 countries in terms of
contri but i onreignportBle holdings.a 6 s

Table 4.1 - GeographicalDistribution as of 31 December 209 - Top 15 Countries

share

mCanada
= reland

of

mUnited States
mUnited Kingdom

mCayman Islands

mChina, P.R.: Hong Kong
Luxembourg
Rest of World

Ber mudaods Cdnada d i

f o

2019 contribution as percentage of total foreign portfolio holdings

Ranking Country 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
1 United States 63% 64% 65% 64% 71% 63% 46% 62% 52% 58% 58% 61% 55% 57%
United Kingdom 12% 10% 6% 4% 7% 7% 14% 6% 5% 7% 6% 5% % 7%

3 Canada 1% 1% 1% 5% 2% 3% 3% 2% 5% 4% 6% 6% 7% 5%
4 Ireland 1% 1% 2% 1% 1% 1% 3% 3% 4% 2% 1% 1% 2% 4%
5 Cayman Islands 3% 3% 3% 9% 1% 1% 2% 5% 4% 3% 3% 2% 3% 4%
6 China, P.R.: Hong Kong 1% 1% 1% 1% 1% 0% 0% 0% 2% 1% 1% 2% 2% 3%
7 Luxembourg 1% 1% 1% 1% 1% 2% 2% 2% 4% 3% 3% 1% 2% 2%
8 France 2% 3% 4% 3% 2% 3% 3% 2% 2% 3% 2% 2% 2% 2%
9 Netherlands, The 1% 2% 1% 2% 3% 3% 3% 2% 2% 2% 2% 2% 2% 2%
10 Australia 1% 1% 1% 1% 1% 2% 2% 1% 2% 2% 2% 2% 2% 2%
11 Japan 2% 2% 3% 1% 1% 0% 0% 0% 1% 2% 2% 2% 2% 2%
12 China, P.R.: Mainland 0% 0% 0% 1% 1% 0% 0% 0% 1% 1% 1% 1% 2% 1%
13 British Virgin Islands 1% 1% 0% 0% 0% 0% 0% 1% 2% 1% 1% 0% 0% 1%
14 Germany 4% 4% 4% 3% 2% 3% 3% 2% 1% 2% 1% 1% 1% 1%
15 Singapore 0% 0% 0% 0% 0% 0% 0% 1% 1% 1% 1% 1% 0% 1%

Source: BMA staff calculations
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5. Sector Breakdown

5.1 Overview of Sector Breakdown
For the purpose of the CPIS, financsarvicessubsectors are brokento three broad segments
insurance, investment funds and banking. Fidufiel compares the breakdown of the Bermuda

foreign portfolio holdingdor each sbsectorfor 2017, 2018 and 209.

Figure 5.1.1- B e r mu HosefyrsPortfolio Holdings by Sector
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Source: BMA staff calculations

Bermuda is predominantly an insuraritased IFCand this is reflected in the distribution of foreign
portfolio holdings. At31 December 209, the insurancesubsector dominatetB e r mud a 6 s
portfolio holdirgs with an ownership share d9.8% (or US$5817 hillion), followed by investment
funds whichhada share of 82% (or US$1321 billion). The bankingsector representedlz0% (or

US$ 73 billion) share (Tablé.1.1).
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Table 5.1.1- Bermuda Foreign Portfolio Holdings by Sector (US$ millions)

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Insurance 352,265 424,482 351,149 331,757 338,311 425,659 425,159 458,683 511,028 511,259 581,726
Investment Funds 113,192 119,695 98,717 97,140 94,707 80,161 68,925 76,104 99,514 92,335 132,071
Banks 3,827 4,579 7,361 7,647 9,386 8,236 9,402 9,407 8,388 7,574 7,330
Government 1,549 1,869 1,882 2,042 2,246 2,260 2,170 2,234 2,445 2,257 2,600
Other 702 419 1,254 948 - - - - - - -
Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Insurance 74.7% 77.0% 76.3% 75.5% 76.1% 82.4% 84.1% 83.9% 82.2% 83.3% 80.4%
Investment Funds 24.0% 21.7% 21.4% 22.1% 21.3% 15.5% 13.6% 13.9% 16.0% 15.1% 18.2%
Banks 0.8% 0.8% 1.6% 1.7% 2.1% 1.6% 1.9% 1.7% 1.3% 1.2% 1.0%
Government 0.3% 0.3% 0.4% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4%
Other 0.1% 0.1% 0.3% 0.2% - - -

Source: BMA staff calculations
5.2 Insurance

As of 31 December 2019nsurance total assets accounted for US$ 98illian, or 83.3% of total

financial services sector assgt8ermudaThe insurance industry has been the largestributor to

foreign portfolioholdings inBermuda since the inception of the CPIS report in Bermuda. Consistent
with Bermudads overall f or ei g ntfolip mvestnfieotlagsets im o | d
2019 were predominately made up of debt securities. These securitiesatar85.4% (or US$496.5

billion) of total insurance foreign portfolio holdings, of whjch relation to total holding,9.0% (or

US$ 469.4 hillion) werelong-term debsecurities an@.4% (or US$37.2 billion) were shoriterm debt
securities. Equity accounted for the remaintddg% (or US$85.2 billion) of total insurance foreign

portfolio holdings (Figuré.2.1).

Figure 5.2.1- Insurance Foreign Portfolio Holdings by Security Typei 2019
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From 2012, ke amount of longerm debt securities for insurance foreign portfolio holdings has
trended upvards Over the same time horizon, holdingssbiortterm debt securitiegy theinsurance
sectorremained stableHowever, 2018 to 2019 saw considerable growth, with these holdings more
than doubling in sizewith 2019 showing the highest value for short terms debt securities at US$ 37.2
billion. Equity overtookshortterm debt scurities in 2015and ha remained above thesversince

A significant increase &s noticedn the allocation of ingstmentnto equity from 2018 to 2019 (73.4%

growth), with 2019 representing the highest \&lun terms of portfolio holdingd=igure5.2.2).

Figure 5.2.2- Insurance Foreign Portfolio HoldingsTrend: 20091 2019
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In terms of pafolio distribution, as of 31 December 2019the share okquity holdings by the
insurance sector showed the highadtie since2009, with al4.6% sharecompared t@n aveage of
7.2% for the previous 1gears Onthe other handhe sharef long-term debtholdingsdecreased in
2019 experiencing 79.0% shareompared t@naverage of 856% observed for the previoli8years
(Figure 5.2.3).
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Figure 5.2.3- Insurance Foreign Portfolio Holdings Securities Distribution : 20067 2019
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Geographically, insurance foreign portfolio holdings closely madtine aggregated foreign portfolio
hol di ngsd geogr apBeimada.lAs of31Decembbrw2019tbenUnitecd Htates
acounted for thedrgest share 4%, or US$3395 hillion) foll owed bythe United Kingdon{7.5%,
or US$ 8.7 hillion). CanadaHongKong, the Cayman Islandand Ireland had a share5%,4.2%,
3.0% and 2.%, respectivelyFigure5.2 4).
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Figure 5.2.4 - Geographical Distribution InsuranceForeign Portfolio Holdingsi 2019
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5.3 Investment Funds

As of 31 December 209, investment funds had AV of US$ 175.96 hillion, or 15.0% of total

financial services sector assets in Bermuda. This makes investment funds the second biggest financial
subsector in Bermuda aftersurance. As 081 December 209, investment fund foreign portfio

holdings amounted to US%321 billion, an increaseof 43.0% (or US$39.74 hillion) from 2018.
(Figureb.3.1).
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Figure 5.3.1- Investment Fund Foreign Portfolio Holdings and NAV: 20097 2019
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In terms ofthe distributionof foreign portfolio holdings for investment fund$e pattern change
noticed in the previous yeamoving from lessinvestment in equities to more investmamtdebt

securities, intensified iB019 The end of 209 showed aecreasé the allocation of investméfunds

to equity, now representingapproximately23.68% (or US$ 3.2 billion) of total foreign portfolio

holdings down from 35.9% in 201@&r US$33.2 billion).

Long-term debt securitieepresented abob¥.8% (or US$76.3 hillion), up from 52.7% in 2018r
US$ 33.2 billion); and shorterm debt securities representl16% (or US$24.6 billion), up from
11.4% in 201&or US$ 24.6 billionpftotali nvest ment fundsd fTresemluegn po
have beetthe lowesibbservedor equity and the highesibservedor longterm debt securitieis the

pastthreeyears.
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Figure 5.3.2- Investment Fund Foreign Portfolio Holdings by Security Type 2017 2019
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Geographically, the distribution of investment fund foreign portfolio holdatghe end of 201Bas

a similar structur¢o the insurance subsectanith the same top sigountries.

The US holds thelargest portion ab2.68% (US$69.5 billion), followed by Irelandwith 10.8% (US$
14,2 billion), the Cayman Islandsvith 7.0% (US$ 9.2 hillion) andthe United Kingdonwith 5.3%
(US$7.0 billion). Luxembourg and Japan, bdthve3.6% (US$4.7 billion) share of investment fund

foreign portfolio holdings (Figur.3.3).
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Figure 5.3.3- GeographicalDistribution of Investment Fund Portfolio Holdingsi 2019
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5.4 Banks

Bank assetsaccounted for2.026 (or US$ 23987 billion) of the total financial services assets in
Bermuda as 081 December 201,9makingbanking thethird-largest financial service subsector in

Bermuda after insurance and investment funds.

Foreign portfolio holthgs for banks amountetb US$ 7.3billion at the end of 2019epresenting
10% of Bermudads total foreign portfolio holdi

Bermuda banksd foreign portfoli o hasams fosovec ons i

99.7%(or US$ 7.3 billionof banksd forei gn mpuasdnts 0% (ordJSth281 di n
million) of banking foreign portfolio holdings (Figuge4.1).
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Figure 5.4.1- B a n Kardign Portfolio Holdings by Security Typei 2019
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From 2011, t he v alfareign shérteimalaebksscaritidsavd tahded tg decrense
whilethev al ue of banks & Hheynhdbbt seguatieschéve termled ¢oiingre@dstieo n g
end of 2019shortterm debtsecurities amoust to US$ 1.Jillion, compared tdJS$ 1.9 billion in
2018,a decreasef about30% (or US$0.6 billion). At the end of 2019, lonterm debt securities
amounted to US$ 5.96 billion, an increase of 5.2% (or US$ 0.3 billion) from 2019.
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Figure 5.4.2- B a n Kardign Portfolio Holdings Trend: 20097 2019
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In terms of portfolio distribubn, at 31 December 201%he 81.3%share of banks foreign portfolio
holdings oflong-term debtsecuritiesvas the highest since the 49.6% shawcedin 2010. Onthe
other handthe18.6%share of banks feign portfolio holdings of shoterm debtsecuritiesvas the
lowest since2010 (Figure 5.4.3).
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Figure 5.4.3 - Banks Foreign Portfolio Holdings Securities Distribution : 20067 2019
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Geographically, banksd f oteddy tieSwhiohrcanfrimuedd®oh ol d i
(or US$ 36 hillion) of holdings InternationalOrganisation® contributedL4.26 (or US$ 104 billion),
Canadal3.8% (or US$ 1.01 billionpndJapan 1@% (or US$0.77 hllion).

Overall,the United States, Canada almdernationalOrgangationshave remained among the largest
contributors t o B efolimwoldiags dver th&yeadFigures48)i gn po

15 |nternational Organisationsclude securities issued by international agencies such as the United Nations and the World Bank. Such securities are
not given a geographical attribution but rather are categorised as
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Figure 5.4.4- GeographicalDistribution of Ba n kForéign Portfolio Holdingsi 2019
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5.5 Bermuda Government

At the end of 201%heBermuda governmeatforeign portfolo holdings amounted to US$ 2ilion,
representing 0.4% f B e r total daae@yis portfolio holdings. The majority dhe Bermuda
governmenri $oreign portfolio holdings arén equity securitiesaboutUS$ 2.16billion or 83.2%).
Debt securies holdings amounted #tboutUS$ 0.44billion or 16.%%, predominantly consisting of
long-term debt securities (Figuke5.1).
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Figure 5.5.1- Bermuda Government Foreign Portfolio Holdings by Security Typei 2019
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The Bermuda governmedt$oreign portfolio holdings in equity secuds reached its highest value
foratenyearperiod in 2019, with a year on year increase of 58.7% (or US$ 0.8 billimmg-term
debtsecuritiesholdingsdecreased 52.7% (or US$18billion) from previous year(Figure5.5.2).

Figure 5.5.2- Bermuda Government Foreign Portf olio Holdings Trend: 20081 2019
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In relation tothe Bermuda Governmedts$oreign portfolio investment distributiorthe year 2019
showsthe same trendhat was noticed between 2010 and 20d8erms of the balandeetweenthe

share oforeign portfolio holding®f debtsecuritiesrersusequity.

As of 31 December 2013he share of holdings on equity was 83.1% ( 60.3% in 2018) while the share
of long-term debt securities whS.®% (38.26 in 2018)

Figure 5.5.37 Bermuda GovernmentForeign Portfolio Holdings Securities Distribution : 20067 2019
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In terms of geographical distribution, portfolio investment securities issugteldyS dominatd
foreign portfolio holdings of the Bermadjovernment. Athe end of 2019oortfolio investment in the
US amounted to US$ 2Hillion, representing 84% of Bermuda government total foreign portfolio

holdings.

This was followed byhe United Kingdomandthe Cayman Islandsvhich accountedor 2.6 % and
2.2%, respectively of Bermuda government total foreign portfolio holdinglapan and Franded
shares ol..5% and 1.4%, respectivel@thercountries accouted for the remaining 8% of Bermuda

government foreign portfolio holdings (Figuseb.3).
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Figure 5.5.4- GeographicalDistribution of Bermuda GovernmentForeign Portfolio HoldingsT 2019
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6. Bermuda Derived Liabilities

Derivedliabilities highlight the value of securities, from the perspective of the economy issuing the
securities, held by neresidentsTheir value is calculatedom information reported by the holders of
securities (creditor informatiotf) As of31December@19 t he v al ue o fliabiBtiesr mu d a
amounted to US$ 546Hllio n, an increase 02.2% (or US$ 11.&illion) from 2018(Table6.1).

Table 6.1 - Bermuda Derived Liabilities (US$Millions)

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Derived liabilities - US$ min | 353,677 401,829 360,080 418,313 459,795 480,461 500,650 541,089 603,666 534,399 546,193
Y/Y change - US$ min 58,250 48,153 -41,749 58,233 41,482 20,666 20,189 40,439 62,577 -69,267 11,795
Y/Y change - percent 20% 14% -10% 16% 10% 4% 4% 8% 12% -11% 2.2%

Source: BMA staff calculations

Bermudads derived | iabilities 3tlecesber20l9egay nl y
securities amounted to US$ 4738lion, a 2.26 increasgor US$ 118 billion) from 2018. In 2019
derived equity securities made up 8%4 o f B e r mdedvadliabilitte Foathe same period,
derived debt securities amoedto US$ 74.2billion, a decrease ohbout5.4% (or US$ 3.&illion)

from 2018

Deriveddebt securities accounted for 1%6 o f B e otal dativeed Imbilities in 2019Derived
debtwaspredominately compsedof long-term debt securities whicdccountedor 98.0% (or US$
72.7hillion) of the total derived debt securities. Shtmtm securities acunted for only 2.0% (or US$
1.5billion) (Figure6.1).

®The fderived 1|é gereiated onlywhenrthe soim ef reported holdings of securities issued by a given country is at least US$ 10

million.
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Figure 6.1 - Bermuda Derived Liabilities 1 2019

Source:BMA staff calculations

In I ine with global trends and B etotatderived dabilitiéso r e i
experiencedrowththroughout the period, with thexceptionof 2011 and 2018Figure6.2).

Figure 6.2 - Bermuda Derived Liabilities Trends: 20097 2019

Source: BMA staff calculations
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