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U.S. Health Insurance Industry Analysis Report 
  

HEALTH INDUSTRY OVERVIEW 

Table 1 below provides a five-year quarterly snapshot of the U.S. Health 
insurance industry’s aggregate financial results for health entities who 
file with the NAIC on the health quarterly statement blank. The health 
insurance industry reported an underwriting gain of $8.9 billion, a 26.5% 
decline from approximately $12.1 billion for the same period a year 
earlier. Similarly, net income decreased 23.2% to approximately $12.2 
billion for the first six months of 2025 compared to the same period in the 
prior year. The industry’s profit margin decreased 0.9 points to 1.8% from 
2.7%, while the combined ratio increased by a moderate 80 basis points 
from 97.9% to 98.7%. 
  

Notable items as compared to mid-year 2024 include the following: 
• Hospital & medical expenses increased 16.2% ($82 billion) 
• Net earned premium increased 15.3% ($8 8billion) 
• Administrative expenses increased 6.2% ($4 billion) 
• Enrollment increased 11.6% (31 million) 
• Profit margin decreased to 1.8% from 2.7% 
• Cash flow from operations dropped 45.4% to $4.9 billion from $9.1 billion 
• Capital and surplus increased 2.8% ($6.3 billion) to over $230 billion from $224 billion 
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NET EARNINGS 
 

Net income decreased 23.2% to approximately 
$12.1 billion from $15.8 billion for the first six 
months of 2025 compared to the same period in 
the prior year. There was also a 26.5% ($3.2 
billion) decrease in underwriting gains to $8.9 
billion. The considerable decrease is attributed 
primarily to a 16.2% ($82 billion) increase in total 
hospital and medical benefits resulting in a 150-
basis point increase in the loss ratio to 88.6%. The 
loss ratio has increased every year since 2022 
while profit margins have dropped every year 
since 2021. 

Figure 1 illustrates the trend in profitability and 
reflects a profit margin of 1.8% through mid-year 2025 which is a 90-basis point decrease from 2.7% for the same 
period in 2024. 

 

UNDERWRITING RESULTS 
 

As indicated on Table 1 (Financial Summary), the 
decrease in the industry’s underwriting results is 
attributed primarily to a 16.2% ($82 billion) increase 
in total hospital and medical expenses to $590 
billion through mid-year 2025 from $508 billion for 
the same period in 2024. The industry also reported 
a 6.2% ($4 billion) increase in claims adjustment and 
administrative expenses to $67.4 billion from 
approximately $62 billion at mid-year 2024, resulting 
in a modest 30 basis point decrease in the 
administrative expense ratio. The industry partially 
offset these expenses with a 5% ($29 billion) 
increase in net earned premium. 

Figure 2 illustrates the increase in total hospital and medical benefits for the first six months of 2025 as compared 
to the prior year period. Historically, the industry’s loss ratio had fluctuated slightly while reporting consistent 
increases in hospital and medical benefits. However, with the onset of the COVID-19 Pandemic during 2020 and 
lingering throughout 2021, the aggregated loss ratio dropped to 80% in 2020 before returning to pre-COVID-19 levels 
of 85% in 2021 and 2022. Since 2020, the health insurance industry has seen a step-up every year in the medical 
loss ratio, as shown in Figure 2. This is a trend is tied to increasing utilization, high prescription drug costs, and 
inflation in the healthcare system. 
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Figure 3 illustrates the comparison in claims 
adjustment and administrative expenses through mid-
year 2025 and the four prior years. 

The increase in the loss ratio and the modest decrease 
in the administrative expense ratio resulted in an 80-
basis point increase in the combined ratio. 

Table 2 below provides data from the Exhibit of 
Premiums, Enrollment, and Utilization by Line of 
Business. The table includes a comparison of direct 
and earned premium, claims, loss ratio, net premium 
and claims per member per month, and enrollment 
through mid-year 2025 and the four prior years.  

Table 2 shows the strain that the industry has faced post-COVID-19. Loss ratios are notably higher when compared 
to 2022 in the major categories of Medicaid (91.4% vs 82.6%), Medicare (86.8% vs 83.3%), and individual 
comprehensive (84.8% vs 77.9%). 

This increase in total hospital and medical expenses over the five-year period is significant. For Medicare, total 
hospital and medical expenses increased 81% from $121 billion through mid-year 2021 to nearly $220 billion 
through mid-year 2025. Medicaid total hospital and medical benefits increased 26% from $113 billion to $163 billion. 
Finally, individual comprehensive increased 114% from $31 billion to $67 billion. 

 

IMPACT OF CHANGES IN THE HEALTH INSURANCE MARKET 
 

Health insurers have encountered several changing market conditions that have affected their solvency position, 
post-COVID-19. The unwinding of the COVID-19 public health emergency occurred during a period where the U.S. 
also saw its highest inflation since the late 1970s. The aftermath of the pandemic also paved the way for labor 
shortages, including many in the medical profession. Concurrently, the market continued the trend of providers 
consolidating into increasingly vertically integrated organizations. Consumers also began utilizing the health care 
system at record numbers due to delayed care during the pandemic, a large population increase, and an aging 
demography.  

These factors have significantly influenced the mix of business lines that insurers are underwriting. As the data 
below demonstrates, ACA marketplace enrollments have surged, and the Medicaid segment has experienced 
significant premium growth, largely driven by COVID-19-related emergency measures. Furthermore, an aging 
population continues to fuel strong Medicare enrollment growth. In contrast, group comprehensive coverage 
remains the most stable major line of business, though current levels are 9.1% below those observed in 2015.  

The U.S. operated under a federal public health emergency (PHE) from March 2020 until its expiration on May 11, 
2023, prompted by the COVID-19 pandemic. This declaration led to a substantial expansion of Medicaid and ACA 
coverage, alongside special provisions for COVID-19 vaccines, tests, and treatments. However, the 2023 
Consolidated Appropriations Act and the end of the PHE have largely phased out these expansions, disrupting the 
health insurance market. Additionally, as of this report, Congress is deliberating whether to allow the Enhanced 
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Premium Tax Credits to expire at the end of 2025. While many insurers have adjusted their rate increases to account 
for this potential expiration, the full impact on the health insurance marketplace, particularly the individual market, 
remains uncertain. 
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ENROLLMENT 
 

As shown in Figure 4, the industry has 
experienced a significant increase in total 
enrollment of 11.6% (31 million) to 300 million 
from 269 million through mid-year 2025. This 
comes after a year of decline from mid-year 
2023 to mid-year 2024 of 9 million people. 

The largest increase is occurring in the Group 
Comprehensive line of business, which saw a 
24.2% increase from mid-year 2024. 

Since 2021, total enrollment is up 20% (49 
million).  

 

Below, in Figure 4b, the enrollment trend by the major categories, individual comprehensive, group comprehensive, 
Medicare, and Medicaid, is shown over the past 10 years. The trend indicates a ten million increase in Medicaid 
enrollment with enrollment picking up slightly after the Medicaid redetermination. Also of note is the strong year-
over-year growth in group comprehensive and the doubling of individual comprehensive and Medicare. At the time 
of this report there is a significant overhang on the individual market as the Enhanced Premium Tax Credits (EPTCs) 
are set to expire at the end of 2025. If the credits are allowed to expire this could have a significant consequence on 
the individual comprehensive market.  

Finally, given the country’s demographics, there will be continued growth in Medicare enrollees. CMS from its 
National Health Expenditure Projections 2024–33 report published on June 25th, 2025, projects that Medicare 
enrollment will be approximately 10 million higher in 2033 than it is today, while Group and Individual 
comprehensive are both slated to remain flat. Health care as a share of GDP is also projected to increase from 18% 
of GDP to over 20% of GDP, which is a continuation of a trend that began in 2000 where the percentage was 
approximately 13%. 
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Industry-wide, there were 300 million members enrolled in 
various types of health insurance products. Figure 5 shows the 
breakdown by line of business at mid-year 2025. A shift in 
business concentration is attributed to an increase in the number 
of insureds becoming eligible for either Medicare or Medicaid as 
evidenced by increases in enrollment in these lines. The growth 
trend seen in the individual marketplace may end though, as the 
Enhanced Premium Tax Credits are set to expire at the end of 
2025, though an extension is possible. The expiration of the 
credits would put pressure on insurers who focus their business 
on the individual comprehensive line of business. 

As depicted in Figure 6, health entities earned premium per 
member per month (PMPM) increased 34.2% over a five-year 
period to $380 at mid-year 2025 compared to just $296 
for mid-year 2021, while claims PMPM increased 48% to 
$338 from $254.  

It is evident that premium PMPM has increased 
incrementally through the five years illustrated in the 
graph while claims PMPM have continued to tighten the 
margin that health insurers are able to earn. Margins, on 
a PMPM dollar basis, are $41.9 at mid-year 2025, versus 
$41.9 at mid-year. As the graph illustrates, that same 
dollar amount is much smaller on a percentage basis of 
the total claims. This shrinking margin on a percentage 
basis is seen in Figure 1, which shows profit margin has 
shrunk from 3.8% through mid-year 2021 compared to 
1.8% through mid-year 2025. 

 

PREMIUM REVENUES 

 

Figure 4 above illustrates the growth in direct written premium. In comparison to the first six months of 2024, the 
industry reported an 18% ($92 billion) increase in direct written premium to $682 billion from $590 billion. The 
increase is primarily from growth in Medicare and Medicaid, with Medicare increasing 16% ($35 billion) and 
Medicaid increasing 17% (25.8 billion). Individual comprehensive increased 13.5% ($9.5 billion) and group 
comprehensive increased 11.8% ($10.2 billion). 

 

Figure 7 illustrates the mix of direct written premium for the first six months of 2025. This shows the shift in the 
allocation of premium between the lines of business over the last five years. The evidence of this shift is clear when 
looking at the largest lines of business with Medicaid’s direct written premium increasing 32%, Medicare increasing 
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78.5%, and individual comprehensive nearly doubling during that period. Medicare now has over $253 billion in 
direct written premium, a trend which should continue as more baby boomers enroll over the next five years. 

 

Table 3 below provides a further breakout of direct written premium by line of business. It should be noted that the 
decrease in Medicaid direct written premium for the six-month period of 2024 has now reversed as the Medicaid 
redetermination process has been in effect. At the end of 2025, CMS’s deadline to unwind renewals that were 
deemed to have “unusual circumstances” goes into effect (https://www.medicaid.gov/federal-policy-
guidance/downloads/cib08292024.pdf).  

 

 

 

 

 

 

 

 

 

 

 

 

Table 4 on the next page includes direct written premium for the four largest revenue-generating lines of business 
as reported by each state on Schedule T of the quarterly financial statement. Florida reports the greatest dollar 
amount of direct written premium on both the comprehensive medical and Medicare lines of business through mid-
year 2025. Florida recorded over $24.7 billion in comprehensive medical premium after recording a 20% increase 
from the prior-year quarter while recording $26.4 billion in Medicare premium, which is a 13% increase from the 
prior-year. Texas reported $17.1 billion in Medicaid premium which is a 17% increase from the prior year. Maryland 
reported $2.6 billion in premium revenue for the federal employee health benefit plan line of business which is a 
15.6% increase over mid-year 2024. 



 U.S. Health Insurance Industry | 2025 Mid-Year Results  

© 2025 National Association of Insurance Commissioners       8 | P a g e  

 

 



 U.S. Health Insurance Industry | 2025 Mid-Year Results  

© 2025 National Association of Insurance Commissioners       9 | P a g e  

CASH FLOW AND LIQUIDITY 
 

The health insurance industry reported another 
significant decrease in operating cash flow, reporting 
$4.9 billion in operating cash flow. This is a 45.4% 
decrease from last mid-year’s $9 billion, which is only 
a fraction of the $67 billion reported in the first half of 
2023. The considerable decrease in operating cash 
flow is largely due to the huge decrease in proceeds 
from investments. At mid-year 2024 proceeds from 
investments totaled $108.9 billion, while at mid-year 
2025 proceeds from investments totaled $50.3 
billion. 

 

As illustrated in Figure 8, the liquid assets and receivables ratio has fallen near 2023 levels, falling from 170% at 
mid-year 2024 to 158.6% in 2025. Liquid assets and receivables increased from $437.9 billion at mid-year 2024 to 
$464.6, while liabilities increased from $257.6 billion to $293 billion. 

 

CAPITAL AND SURPLUS 
 

Health entities reported a 2.9% ($7 billion) increase in 
capital and surplus to over $231 billion from $224 
billion at mid-year 2024, as illustrated in Figure 9. The 
increase is due primarily to a decrease in dividends 
paid to stockholders with only $4.5 billion paid at mid-
year 2025 compared to $9.5 billion paid at mid-year 
2024. There was also $3.2 billion increase in non-
admitted assets, which was a $1.2 billion increase in 
the amount of non-admitted assets at mid-year 2024. 
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Health Industry Disclosure: In some states the health industry is regulated by a Department/Office of Insurance 
other than the Department of Insurance. Therefore, not all health insurers may be required to file financial 
statements with the NAIC. 

Disclaimer: The NAIC 2025 Mid-Year 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 June 30, 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. 

 

Financial Regulatory Services Division 

Financial Analysis and Examinations Department 

  

Contacts: 

John Murray, Health Financial Analysis Program Manager 
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816.783-8142 
  

Bruce Jenson, Director Solvency Monitoring and Accreditation 
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