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U.S. Health Insurance Industry Analysis Report 
  

HEALTH INDUSTRY OVERVIEW 

Table 1 below provides a five-year mid-year 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 $25.1 billion, a 
181.8% increase from approximately $8.9 billion for the same period a 
year earlier. Similarly, net income increased 127.6% to approximately 
$27.7 billion for the first six months of 2026 compared to the same period 
in the prior year. The industry’s profit margin increased 2.3 points to 4.1% 
from 1.8%, while the combined ratio decreased by 240 basis points from 
98.7% to 96.3%. 
  

Notable items as compared to mid-year 2025 include the following: 
• Hospital & medical expenses decreased 1.6% ($9.7 billion) 
• Underwriting Gain of 181.8% ($16.2 billion) 
• Profit Margin increased 2.3 percentage points 
• Enrollment decreased by 1.6% (4 million) 
• Cash flow from operations increased 739.9% to $41.7 billion from $5 billion 
• Capital and surplus increased 8.8% 
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NET EARNINGS 

Net income increased 127.6% to 
approximately $27.7 billion for the first six 
months of 2026, compared with 
approximately $12.1 billion for the same 
period in 2025. Underwriting gains increased 
181.8% ($16.2 billion) to $25.1 billion from 
approximately $8.9 billion. The improvement 
was supported by a 1.6% ($9.7 billion) 
decrease in hospital and medical expenses. 
The industry’s combined ratio decreased 240 
basis points to 96.3% from 98.7%. The 
industry’s profit margin increased to 4.1% 
from 1.8% over the same period. 

Figure 1 illustrates the improvement in 
profitability through mid-year 2026. Net income rose by approximately $15.6 billion year over year, while the profit 
margin increased 2.3 percentage points, from 1.8% at mid-year 2025 to 4.1% at mid-year 2026. 

UNDERWRITING RESULTS 

As indicated on Table 1 (Financial Summary), the increase in the industry’s underwriting results is attributed in part 
to a 1.6% ($9.7 billion) decrease in total hospital and medical expenses through mid-year 2026 compared with the 
same period in 2025. The industry also reported a 2.7% ($1.8 billion) increase in claims adjustment and 
administrative expenses to $69.2 billion from approximately $67.4 billion at mid-year 2025, resulting in a modest 10 
basis point decrease in the administrative expense ratio to 10%. The industry partially offset these expenses with a 
0.9% ($6.2 billion) increase in net earned premiums. 

Figure 2 illustrates the 1.6% ($9.7 billion) 
decrease in total hospital and medical 
benefits for the first six months of 2026 as 
compared with 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, but this 
trend has now reversed as insurers have adjusted pricing to account for an aging population with increasing 
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utilization, high prescription drug costs, and 
more expensive procedures and technology. 
Insurers have also retrenched from unprofitable 
markets, especially in the Medicare Advantage 
line of business. 

Figure 3 illustrates the comparison in claims 
adjustment and administrative expenses through 
mid-year 2026 and the four prior years. 

The changes in the loss ratio and administrative 
expense ratio resulted in a 240-basis point 
decrease in the combined ratio, from 98.7% at 
mid-year 2025 to 96.3% at mid-year 2026. 

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 2026 and the four prior years.  

Table 2 shows the strain that the industry experienced in 2024 and 2025 has thus far reversed in a meaningful way.  
Loss ratios in the major categories are now similar to the levels that they were in 2023:  Medicaid (89.1% in 2026 vs 
86.5% in 2023), Medicare (83.4% in 2026 vs 84.5% in 2023), individual comprehensive (79.4% in 2026 vs 78.6% in 
2023), and group comprehensive (84.3% in 2026 vs 84.5% in 2023). 

Though the increase in total hospital and medical expenses over the five-year period is significant, the industry has 
implemented significant rate increases in 2026 with the most notable being the ACA marketplace increases of 20%, 
which has contributed to the industry’s swing back to profitability. 

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.  Now for 2026 and largely starting in 2027, the effects of the One Big Beautiful Bill (OBBBA) will 
significantly affect the government sponsored lines of businesses, especially the Medicaid line. Beginning in 2027, 
44 states (including DC) will implement new work requirements (section 71119 of the OBBBA).  This means that the 
adult group of able-bodied adults up ~138% of the poverty level (from the ACA expansion) must put in 80 hours a 
month towards work, community service, work program, half-time education, or some combination thereof.  Next, 
bi-annual eligibility redeterminations (section 71107) will take place, which will create an administrative burden on 
the states and will require the adult group to be redetermined twice a year. Finally, there will be a shortened 
retroactive coverage period which will be reduced from three months to one month for the ACA expansion adult 
group and two months for everyone else. All of these new implementations of provisions for the OBBBA will 
ultimately create churn and volatility for the insurers who offer Medicaid plans. 
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As the data below demonstrates, the Medicaid segment has already experienced significant enrollment loss with 
enrollment declining 8% from mid-year 2025 and nearly 26% from mid-year 2023. Furthermore, an aging population 
continues the growth of Medicare Advantage, but growth slowed to just 2% for the period measured.   There will be 
additional pressure on Medicare Advantage starting in 2027 as CMS announced that diagnoses that come from 
unlinked chart reviews and are not associated with an actual provider encounter will no longer be considered in the 
risk adjustment payment that the Medicare Advantage insurer receives.  In contrast to the continued growth of 
Medicare, the largest decline of any line is individual comprehensive, which has decreased 18.6% (from 23.3 million 
to 19.1 million) and was caused by the expiration of the enhanced premium tax credits.  Continued federal 
enforcement of eligibility verification will put strain on ACA plan enrollment as we just saw 760,000 plans cancelled 
that included many phantom enrollees with additional crackdowns 1 . 

 
 
 
 
 

 
1 https://www.cms.gov/newsroom/press-releases/cms-cracks-down-fraud-waste-abuse-federal-health-insurance-
marketplacer 
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ENROLLMENT 

As shown in Figure 4, the industry has 
experienced a slight decrease in total 
enrollment of 1.3% (~4 million) to 294 million 
from 298 million through mid-year 2026. This 
comes after a year of a significant increase 
from mid-year 2024 to mid-year 2025 of 29 
million people. 

The largest decrease occurred in the 
individual comprehensive line of business, 
which saw an 18.6% decrease from mid-year 
2025 and was caused by expiration of the 
enhanced premium tax credits. It’s also 
notable that the group comprehensive line 
decreased 6.6% as the demography of the 
country continues to trend towards older 
adults leaving the workforce and not being replaced at the same pace it once was. 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. In this graph we see a slow decline happening in the group comprehensive 

business (which could be a trend we continue to see happening as the population ages), and after a short plateauing 
period in the individual comprehensive line, we are now seeing declines. In addition, Medicare Advantage 
enrollment continues to grow, although at a slower pace, while Medicaid enrollment continues to decline. Initially 
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driven by eligibility redeterminations, the Medicaid decline is now being compounded by stricter income and 
eligibility verification requirements, with provisions of the One Big Beautiful Bill expected to place further downward 
pressure on enrollment. 

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%. 

Industry-wide, there were 294 million total members 
enrolled in various types of health insurance products. 
Figure 5 shows the breakdown by line of business at 
mid-year 2026. 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. As 
depicted in Figure 6, health entities earned 
premium per member per month (PMPM) 
increased nearly 20% over a five-year period to 
$384.5 at mid-year 2026 compared to just $320.8 
for mid-year 2022, while claims PMPM increased 
nearly 21% to $332.1 from $274.6.  

Margins, on a PMPM dollar basis, after declining 
for 5 straight years now are $52.4 at mid-year 
2026, versus $41.9 at mid-year 2025. This 
increasing margin is the largest margin since mid-
year 2020 when the margin PMPM was $54.7. As 
such, profit margins for the industry (as seen in 
Figure 1) stand at 4.1% through mid-year 2026 
which is the best profit margin since mid-year 
2020 (5.3%). 

PREMIUM REVENUES 

Figure 4 above illustrates the growth in direct written premium. In comparison to the first six months of 2026, the 
industry reported a 6.1% ($42.3 billion) increase in direct written premium to $732.2 billion from $689.9 billion. The 
increase is primarily from growth in Medicare and Medicaid, with Medicare increasing 9.7% ($24.6 billion) and 
Medicaid increasing 6.3% (11.2 billion). Individual comprehensive decreased 2.4% ($1.9 billion) and federal 
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employee health benefits declined 5.4% ($1.6 billion) as the federal workforce shrank by approximately 12% since 
last year2. 

Figure 7 illustrates the mix of direct written premium for the major lines of business for the first six months of 2026. 
This shows the shift in the allocation of premium between the lines of business over the last five years. The shift is 
clear that the growth in direct written premium is coming mostly from government sponsored lines with Medicare 
leading the way with over $277 billion in premium, a trend which should continue as more baby boomers enroll over 
the next five years and as a smaller proportion of working-age adults buy private insurance. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 3 below provides a further breakout of direct written premium by line of business.  

 

 
2 https://www.reuters.com/world/us/us-government-shed-386826-workers-trumps-first-year-back-power-2026-03-04/ 
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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 reported the greatest dollar 
amount of direct written premium on both the comprehensive medical and Medicare lines of business through mid-
year 2026. Florida recorded $25.8 billion in comprehensive medical compared to $24.7 billion in mid-year 2025 (a 
4.4% increase).  Florida also recorded $29.3 billion in Medicare premium, which is a 10% increase from the prior 
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mid-year. Pennsylvania (the largest Medicaid writer) reported $19.3 billion in Medicaid premium which is a 5.1% 
increase from the prior mid-year. Maryland (the largest FEHBP writer) reported $2.4 billion in premium revenue for 
the federal employee line of business, which is a 6.4% decrease over mid-year 2025, as the federal workforce shrunk. 

CASH FLOW AND LIQUIDITY 

The health insurance industry reported an 
extremely significant reversal in operating 
cash flow in a positive direction, reporting 
$41.7 billion in operating cash flow. This is a 
739.9% increase from last mid-year’s $4.9 
billion and 2024’s $9.1 billion. The 
considerable increase in operating cash 
flow is largely due to a significant pricing 
increase in unprofitable lines (such as the 
~20% increase in ACA marketplace plans) 
as well as a reduction in utilization (in large 
part due to dropping enrollment). At mid-
year 2025 amounts recoverable from 
uninsured plans totaled $40.8 billion, while 
at mid-year 2026 amounts recoverable from 
uninsured plans totaled $8 billion.  

As illustrated in Figure 8, the liquid assets and receivables continue to fall from 159% at mid-year 2025 to 147% in 
2026. Liquid assets and receivables decreased from $464.6 billion at mid-year 2025 to $435.2 (a 6.3% decrease), 
while liabilities increased from $293 billion to $295.7 billion (a 0.9% increase). 

CAPITAL AND SURPLUS 

Health entities reported an 8.8% or $20.4 
billion (excluding affiliated amounts) 
increase in capital and surplus to $251 
billion at mid-year 2026 from $230.6 billion 
at mid-year 2025, as illustrated in Figure 9. 
The increase is due primarily to the 
significant increase in net income of 
127.6% (a $15.6 increase).  This 
profitability allowed insurers to increase 
dividends paid to stockholders with $7.5 
billion paid at mid-year 2026 compared to 
$4.5 billion paid at mid-year 2025. 
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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 2026 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, 2026, 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. 
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