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 U.S. Health Insurance Industry Analysis Report 
  

HEALTH INDUSTRY OVERVIEW 

Table 1 below provides a 10-year snapshot of the U.S. health insurance 
industry’s aggregate financial results for health entities who file with the 
NAIC on the health annual statement blank. The number of health 
insurers filing the health statement type with the NAIC increased from 
1,155 in 2024 to 1,156 in 2025. The health insurance industry profitability 
dropped considerably for the second year in a row with net earnings 
dropping from $9.3 billion to $6 billion and a profit margin dropping from 
0.8% to just 0.4%. The combined ratio increased to 100.6% in 2025 
compared to 100.1 % in 2024.  
  
Notable items as compared to 2024 include the 
following:  
• Net earned premium increased 13.2% ($153 

billion) 
• Total hospital & medical expenses increased 

14.8% ($155 billion). 
• The aggregate loss ratio increased to 90.3%. 
• Capital and surplus increased 4.9% ($20.5 

billion) 
• Aggregate A&H earned premium increased 

8.7% ($121 billion)1  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
1 Aggregate A&H earned premium includes life/ A&H, health, and property/casualty insurers filing the A&H Policy Experience Exhibit. 
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UNDERWRITING RESULTS 

Figure 1. In 2025, the health insurance industry 
experienced another significant decline in both 
net income and profit margin. The net income 
dropped to $6 billion, from $9 billion in 2024, 
marking the lowest point in the seven-year span 
shown in the chart. Similarly, the profit margin fell 
to 0.4% in 2025, down from 0.8% in 2024, 
reflecting the substantial reduction in 
profitability. This continued downturn follows a 
period of relative stability and growth in the 
industry, with net income peaking at $31 billion in 
2020 and profit margins reaching a high of 3.8% 
that same year. The 2025 figures indicate another 
challenging year for the health insurance sector 
driven primarily by increased medical costs and 
record high utilization, increasing complexity, and 
legislative uncertainty. Total hospital and medical expenses increased 14.8% ($155 billion) year-over-year. The 
industry remained profitable as investment income of $14.8 billion (6.6% increase year-over-year) helped offset an 
$8.1 billion net underwriting loss (negative 526.7% year-over-year). Adjusted cash flow from operations was 
negative $3.4 billion, a figure that marks the lowest point in at least the past decade and the second year in a row of 
negative adjusted cash flow from operations.   
 

Figure 2 illustrates the increase in net earned premium compared to total hospital and medical benefits. For 2025, 
the industry reported an increase in the combined ratio to 101% due to a 1.3-basis point increase in the aggregate 
loss ratio to 90.3%. Administrative expenses grew 4.4% ($5.8 billion), but the administrative expense ratio 
decreased from 11.2% in 2024 to 10.3% in 2025. 
  

Table 2, starting on page 4, provides an analysis of operations by line of business for 2025. In terms of dollar impact, 
comprehensive hospital and medical had a $7.1 billion underwriting loss (driven mostly by the individual line, which 
had a $6.5 billion loss), Medicare Supplement a $0.9 billion loss, Medicare a $3.3 billion loss, Medicaid a $1.2 billion 
loss.  Subsequently, Figures 3 through 10 on pages 7 through 10 illustrate underwriting results, earned premium, 
and total hospital and medical expenses in relation to loss ratios by line of business. 
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IMPACT OF CHANGES IN THE HEALTH INSURANCE MARKET 

The main issues affecting health insurers’ financial results are continued high healthcare costs, increased 
utilization, increasing complexity, and legislative uncertainty. Higher medical loss ratios are being passed on to 
consumers through increased premiums with U.S. employers expecting about a 6.7% increase in healthcare costs, 
according to Mercer’s National Survey of Employer-Sponsored Health Plans 2 . nn the ACA exchange, median 
premiums have risen about 20% as the enhanced premium tax credits expired at the end of 2025. The NAIC data 
showed that in 2025 there was an 8.6% year-over-year increase of direct written premium in the individual 
comprehensive market, while Medicaid saw a 9.6% increase and Medicare saw a 16.2% increase. 
 
According to the Centers for Medicare and Medicaid Services (CMS), reimbursement rates for Medicare Advantage 
(MA) in 2027 will be 2.48%, which is half the rate for 2026, but still much better than the initially proposed 0.09%3. 
This lower reimbursement will keep continued pressure on insurers’ margins and profitability as utilization is 
expected to continue to be high. In addition, in 2026 the One Big Beautiful Bill will begin enforcing stricter eligibility 
and work requirements for Medicaid, as well as stronger income and enrollment verification measures for the ACA 
marketplace. 
 
Furthermore, in 2025, a significant part of the Inflation Reduction Act took effect whereby Medicare Part D enrollees’ 
out-of-pocket costs were capped at $2000 (inflation-adjusted going forward). This causes insurers to bear 
significantly more risk than they did in 2024, but they will receive far higher direct subsidies. The net effect for 
insurers is that earned premiums from Part D plans increased substantially4. These changes were borne out in the 
insurers’ data reported to the NAIC with net earned premium for Part D plans rising from $28.8 billion in 2024 to 
$65.5 billion in 2025.  

 
2 https://www.mercer.com/en-us/insights/us-health-news/survey-employers-expect-third-year-of-high-health-cost-growth-
in-2025/ 
3 https://www.cms.gov/newsroom/press-releases/cms-finalizes-2027-medicare-advantage-part-d-payment-policies-
strengthen-accountability-long-term  
4 https://www.medpac.gov/wp-content/uploads/2025/03/Mar25_Ch12_MedPAC_Report_To_Congress_SEC.pdf   

https://www.mercer.com/en-us/solutions/health-and-benefits/research/national-survey-of-employer-sponsored-health-plans/
https://www.mercer.com/en-us/solutions/health-and-benefits/research/national-survey-of-employer-sponsored-health-plans/
https://www.cms.gov/newsroom/press-releases/cms-finalizes-2027-medicare-advantage-part-d-payment-policies-strengthen-accountability-long-term
https://www.cms.gov/newsroom/press-releases/cms-finalizes-2027-medicare-advantage-part-d-payment-policies-strengthen-accountability-long-term
https://www.medpac.gov/wp-content/uploads/2025/03/Mar25_Ch12_MedPAC_Report_To_Congress_SEC.pdf
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ENROLLMENT AND PREMIUM REVENUES 

nn an aggregate basis, the health insurance industry reported a 4.6% (2.2 million) decrease in Medicaid enrollment 
during 2025, a 3.7% (1.1 million) increase in Medicare Advantage, and a 0% (4,300) increase in individual, and 5.2% 
(1.1 million) increase in group comprehensive health coverage. Total enrollment increased by 8.5% (25.2 million) to 
approximately 295.5 million people, the strongest growth in at least the last 10 years. Figure 11 illustrates the 
enrollment trend for the four largest revenue generating lines of business for the past 10 years. The trends that are 
apparent from the graph are the decline in Medicaid which can be attributed to the “Great Unwinding” from Medicaid 
eligibility redetermination and the effects from the nne Big Beautiful Bill, a flattening in the individual market, the 
continued rise of Medicare, and strong year-over-year growth in the group market. 
 

Direct written premium increased 15.2% ($181 billion) to $1.37 trillion. Figure 12 illustrates the mix of direct written 
premium for 2025. During the last several years, there has been a gradual shift in the allocation of premium revenues 
between the lines of business. In comparison to 2024, Medicare remained flat at 37% of total direct written premium, 
direct individual comprehensive medical decreased to 11% from 12%, Medicaid decreased to 26% from 28%, and 
direct group comprehensive medical decreased from 15% to 14% of total premium. 
 
Health entities reported premium per member per month (PMPM) of $372 and claims PMPM of $337 for a margin of 
$35 PMPM in 2025 compared to a margin of $38 in 2024. Figure 13 illustrates a 10-year trend on an aggregate basis 
of the increase in premium PMPM vs. claims PMPM and the resulting margin. Table 4 on page 13 provides further 
breakdown by line of business, a 10-year trend of the increase/(decrease) in premium PMPM vs. claims PMPM and 
the resulting margin. 
 
As shown in Table 2, and Table 4, the Medicare line of business has the highest premium PMPM at $1,458 and the 
highest margin PMPM at $137 but also reported the second largest net underwriting loss of $3.3 billion. The 
comprehensive line of business had the largest underwriting loss of $7.1 billion, mostly attributable to the individual 
line, which had a $6.5 billion underwriting loss. 
 

Table 3 provides direct written premium by line of business for the last 10 years. The top four largest increases in 
written premium from 2024 are from a 16.2% ($70 billion) increase in Medicare, a 132.2% ($38.3 billion) in Other 
Health (due to insurers getting higher direct subsidies for Part D Plans), a 9.6% ($31.3 billion) increase in Medicaid, 
and an 11.2% ($19.6 billion) increase in the group comprehensive line of business. The overall premium growth can 
be attributed to increases in enrollment and premium rates. Table 5 on pages 16-24 provides a further breakout of 
written premium, claims, loss ratio, and enrollment by state and by line of business. 
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CASH FLOW AND LIQUIDITY 

The health insurance industry experienced back-to-back years of negative operating cash flow with a 57.6% ($1.2 
billion) decrease to -$3.4 billion, which comes off the back of -$1.4 billion in 2024 and $27.4 billion in 2023 (see 
Table 1 on page 1).  The considerable decrease in cash flow is due primarily to continued high utilization with a 
14.8% ($155 billion) increase in benefits and loss-related payments, while only growing net earned premiums by 
13.2% ($153 billion). 
 

As illustrated in Figure 14, liquid assets and receivables increased from $442.6 billion in 2024 to $477.6 billion on 
Dec. 31, 2025. This was offset by a 5.6% ($14.4 billion) increase in current liabilities to $272.8 billion from $258.4 
billion. This resulted in an unfavorable decrease in the ratio of liquid assets and receivables to current liabilities to 
152% from 171% and was the lowest recording of this ratio since at least 2009. 
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CAPITAL AND SURPLUS 

Health entities reported a 4.9% ($10.5 billion) increase in capital and surplus (excluding affiliated amounts) to 
$223.9 billion from $213.4 billion in 2024, as illustrated in Figure 15. The increase is due primarily to a large decline 
in dividends paid out from $19.3 billion in 2024 to $11.2 billion in 2025, and a 21.3% increase in paid-in surplus of 
$15.3 billion. 
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ACCIDENT AND HEALTH 

Table 5 illustrates the insurance industry’s aggregate direct A&H insurance experience for insurers filing the A&H 
Policy Experience Exhibit on all financial statement types: life/A&H, health, and property/casualty. 
  

The insurance industry reported an 8.7% ($121 billion) increase in direct earned A&H premium to $1.51 trillion and 
an 11.2% ($135 billion) increase in incurred claims in 2025. These increases are most evident in the Medicare, 
Medicaid, Medicare Part D and individual comprehensive lines of business. These lines, in total, represent nearly 
70% of total earned premium. 

 
• Medicare reported an 11.3% ($51 billion) increase in earned premium to $499.5 billion and a 12.5% ($50 billion) 

increase in incurred claims to $400.2 billion. 
• Individual comprehensive medical reported a 10% ($13.2 billion) increase in earned premium to $132 billion and 

a 10% ($23 billion) increase in incurred claims to $131.1 billion. 
• Medicaid reported an 8.1% ($26.6 billion) increase in earned premium to $354.3 billion and a 7.9% ($23.2 billion) 

increase in incurred claims to $318.9 billion. 
• The aggregated total number of covered lives decreased 0.7% (8.4 million) to 1.2 billion. 
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 Health Industry Disclosure: In some states the health industry is regulated by a department other than the 
Department of Insurance. Therefore, not all health insurers may be required to file financial statements with the 
NAIC. 

Financial Regulatory Services Division 
Financial Analysis and Examinations Department 

  

Contacts: 
John Murray, Health Financial Analysis Program Manager 
JMurray@naic.org 
816.783.8142 
  

Bruce Jenson, Director, Solvency Monitoring 
BJenson@naic.org  
816.783.8348 
  

Jane Koenigsman, Sr. Manager II, Life and Health Financial Analysis  
JKoenigsman@naic.org  
816.783.8145 
  

  

Disclaimer: The NAIC 2025 Health Insurance Industry Analysis Report is a limited scope analysis based on the 
aggregated information filed to the NAIC’s Financial Data Repository as of Dec. 31, 2025, and written by the 
Financial Regulatory Services Department staff. This report does not constitute the official opinion or views of the 
NAIC membership or any particular state insurance department. 


