U.S. Health Insurance Industry | 2019 Annual Results
Industry Overview
Table 1 below provides a 10‐year snapshot of the U.S. health insur‐
ance industry’s aggregate ﬁnancial results for health en es who
ﬁle with the NAIC on the health annual statement blank. The num‐
ber of Health insurers ﬁling the health statement type with the
NAIC increased to 1,031 from 1,010 in 2018. The health insurance
industry experienced a modest decrease in net earnings to $22
billion and a decrease in the proﬁt margin to 3% in 2019 compared
to net earnings of $23 billion and a proﬁt margin of 3.2% in 2018.
The combined ra o increased modestly to 97.6% from 97%. Includ‐
ed in the industry’s con nued proﬁtability, health en es reported
a $1 billion increase in net investment income earned to $6.1 bil‐
lion from $5.1 billion in 2018.
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Notable items as compared to 2018 include the following:
 Net earned premium increased 3.7% ($26.5 billion).
 Hospital & medical expenses increased 5.7% ($34.3 billion).
 Loss ra o increased to 85.8%.
 Administra ve expenses decreased 5.4% ($5 billion).
 Capital and surplus increased 8% ($12 billion)
 A&H earned premium increased 5% ($45.9 billion).
(for insurers ﬁling the A&H Policy Experience Exhibit on the life and
A&H, health, fraternal or property/casualty ﬁnancial statements)
 Long‐term care earned premium remained consistent at $11.7

billion.
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Note: Increase in ﬁlings due to number of new start‐up companies in 2019.
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Underwriting Results
Figure 1 below illustrates the proﬁtability trend for the health insurance industry and the increase in both net earnings
and proﬁt margin. The decrease in the industry’s underwri ng results can be a ributed to a 5.7% ($34.3 billion) in‐
crease in total hospital and medical expenses to $632.4 billion. However, the industry par ally oﬀset these items with a
3.7% ($26.5 billion) increase in net earned premium to $735 billion, an 18.2% ($1 billion) increase in net investment
income earned to $6.1 billion from $5.1 billion in 2018, and a 5.4% ($5 billion) decrease in claims adjustment expenses
and general administra ve expenses. Administra ve expenses alone decreased 10% ($6.8 billion).
Figure 2 illustrates the earned premium growth and the spread between total hospital and medical beneﬁts. Historical‐
ly, the industry has reported signiﬁcant increases in hospital and medical beneﬁts over the past 10 years. However, net
premium revenues have increased at a higher rate than total hospital and medical beneﬁts. The spread between
earned premium and total hospital and medical beneﬁts has increased to $102.6 billion in 2019 from $58.8 billion in
2010.
Figure 3 below illustrates the increase in total hospital and medical beneﬁts and a modest increase in the combined
ra o to 97.6% in 2019. The slight increase in the combined ra o is due to a 1.8 basis point increase in the loss ra o to
85.8% par ally oﬀset by the aforemen oned decrease in administra ve expenses.
Table 2, on the next page, provides an analysis of opera ons by line of business for 2019. In terms of dollar impact, the
comprehensive hospital and medical ($8.9 billion) and Medicare ($6.8 billion) lines of business were the most proﬁta‐
ble. Subsequently, Figures 4 through 19 on pages 5 and 6, provide an overview of underwri ng results, earned premi‐
um, and total hospital and medical expenses in rela on to loss ra os by line of business.
Figure 1
Net Income & Proﬁt Margin

Figure 2
Earned Premium vs Hospital & Medical Beneﬁts

Figure 3
Total Beneﬁts, Loss Ra o & Combined Ra o
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Enrollment and Premium Revenues
Enrollment increased 2% (4.4 million) to 225 million. The enrollment increase is reﬂected in a 10% (3.9 million) increase
in Medicaid, an 11% (1.6 million) increase in the Medicare line of business, a 4.5% (1.4 million) increase in vision cover‐
age, and a 4.2% (1.3 million) increase in Medicare Part D Prescrip on Drug coverage. However, the industry also re‐
ported a 5.3% (2.2 million) decrease in dental insurance, a 6.3% (887 thousand) decrease in individual comprehensive,
and a 2.2% (719 thousand) decrease in the group comprehensive line of business. Figure 20 illustrates the enrollment
trend for the four largest revenue genera ng lines of business for the past 10 years.
Health en es reported premium per member per month (PMPM) of $268 and claims PMPM of $231 for 2019. Direct
wri en premium increased 4.1% ($29.5 billion) to $745.7 billion. Figure 21 illustrates the mix of direct wri en premium
for 2019. During the last several years, there has been a gradual shi in the alloca on of premium between the lines of
business. In comparison to 2018, direct comprehensive medical decreased to 31.7% of total premium from 34%, while
Medicare increased to 28.6% from 27% and Medicaid increased modestly to 27.7% from 27%. It appears that the shi
in business concentra on is due to an increase in the number of insureds becoming eligible for either Medicare or
Medicaid as evidenced by increases in enrollment in these lines.
Table 3 provides a break out of direct wri en premium by line of business for the last 10 years. The largest increases in
wri en premium from 2018 are most evident in a 11.2% ($21.6 billion) increase in Medicare, a 7.9% ($15.2 billion) in‐
crease in Medicaid, and a 5.7% ($2.2 billion) increase in Federal Employee Health Beneﬁt Plan. The individual compre‐
hensive line of business experienced a 4.6% ($3.5 billion) decrease. The overall premium growth can be a ributed to
increased premium revenues from certain groups as a result of increases in enrollment, and premium rate increases. In
a 10‐year comparison to 2010, the most signiﬁcant increases in wri en premium are in the Medicaid ($149 billion),
Medicare ($132.7 billion), and individual comprehensive ($51.8 billion) lines of business.
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Cash Flow and Liquidity

Capital and Surplus

The health insurance industry showed a signiﬁcant
increase in opera ng cash ﬂow to $24.4 billion in 2019
as compared to opera ng cash ﬂow of $17 billion in
2018. The considerable increase in posi ve cash ﬂow is
due primarily to a 4% ($27.3 billion) increase in premi‐
ums collected, a 26% ($2.2 billion) increase in net in‐
vestment and miscellaneous income, and a 6.6% ($6.2
billion) decrease in commissions and expenses paid.
These items were par ally oﬀset by a 5.5% ($32.6 bil‐
lion) increase in beneﬁts and loss‐related payments.

Health en es reported an 8% ($12 billion) increase in
capital and surplus to $163.8 billion from $151.8 bil‐
lion at Dec. 31, 2019 as illustrated in Figure 23. The
increase is due primarily to net income of $22 billion,
a $3.6 billion increase in unrealized capital gains, and
paid‐in surplus of $3 billion. These items were par ally
oﬀset by dividends of $11 billion paid to stockholders,
a $1.8 billion decrease in net deferred income tax as‐
set, and a $1.2 billion increase in non‐admi ed assets.

As illustrated in Figure 22, liquid assets and receiva‐
bles increased 8.8% ($22 billion) to $276 billion in
2019 from $253 billion in the prior year end. This was
par ally oﬀset by a 7% ($10 billion) increase in current
liabili es to $152 billion from $142 billion. This result‐
ed in a favorable increase in the ra o of liquid assets
and receivables to current liabili es to 181% from
179%.
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Accident and Health
Table 4 illustrates the insurance industry’s aggregate direct A&H insurance experience for insurers ﬁling the A&H Policy
Experience Exhibit on the life and A&H, health, or property/casualty ﬁnancial statements.


The insurance industry reported a 5% ($45.9 billion) increase in direct earned premium to $958.4 billion and a 7%
($52.4 billion) increase in incurred claims in 2019. These increases are most evident on the Medicare and Medicaid
lines of business which, in total, represents 46.3% of total earned premium.



Medicare reported an 13.9% ($29.7 billion) increase in earned premium to $244 billion and a 14% ($25.2 billion)
increase in incurred claims to $205.5 billion.



Medicaid reported a 6.4% ($12 billion) increase in earned premium to $199.2 billion and an 8.1% ($13.1 billion)
increase in incurred claims to $175.9 billion.



The group comprehensive line of business, which represents 22.1% of total A&H business, recorded a less than 1%
($1.1 billion) increase in earned premium to $211.9 billion and a 3% ($5.2 billion) increase in incurred claims to
$178 billion.



The individual comprehensive line of business, represen ng only 7.6% of total A&H business, reported a 5.6% ($4.3
billion) decrease in earned premium to $72.7 billion and a 1.7% ($1 billion) decrease in incurred claims to $54.7
billion.



The total number of covered lives increased 4.7% (45 million) to 998.9 million.



Increases are shown in a 10% (20.7 million) decrease in the Other A&H line of business.
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Long-term Care
Figure 24 illustrates, on a calendar year basis, the insurance industry’s aggregate long‐term care experience for insur‐
ers ﬁling the Long‐term Care Experience Repor ng Form on the life and A&H, health, fraternal and property and casu‐
alty ﬁnancial statements.
Over the last ﬁve years, earned premium has remained consistent at close to $11.7 billion, whereas the number of
covered lives has declined to 6.9 million from a high of 7.8 million in 2012.

As shown in Table 5 below, the top ten states accounted for 51.5% of total direct LTC premiums wri en led by Califor‐
nia with $972.5 million, represen ng 8.8% of market share. For these ten states, direct wri en premium increased
marginally by 2.9% ($160 million) to over $5.7 billion in 2019. Overall, total direct LTC premium increased 2.1% ($222
million) to $11.0 billion in 2019.
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Poten al Impact of the COVID‐19 Pandemic on the Health Insurance Industry
The COVID‐19 pandemic could have poten al prospec ve impacts on health insurers by signiﬁcantly increasing COVID
‐19 related claims volume, loss costs (i.e., hospitaliza ons), which could lead to future liquidity demands, and reduced
overall surplus of U.S. health insurers. It is important to note however, that oﬀse ng factors may reduce the overall
ﬁnancial impact to insurers, such as reduced costs related to cancelled or delayed non‐emergency medical beneﬁts.
The following map indicates the states of greater transmission of the COVID‐19 virus by number of cases in heavily
populated “hotspots” reported by U.S. states, the District of Columbia, and other U.S.‐aﬃliated jurisdic ons as of June
1, 2020 (cdc.gov). This could poten ally adversely aﬀect insurers with a high concentra on of insurance coverage in
those areas.
A number of factors have the poten al to signiﬁcantly impact health insurers. The results of COVID‐19 cases and
deaths indicate that those most suscep ble to the virus include the elderly popula on, those with auto‐immune is‐
sues, as well as those with other pre‐exis ng health condi ons. In addi on, results show a trend of long hospitaliza‐
ons for those with serious cases, which can result in larger medical claims. As a result, there is the poten al that
Medicare/Medicare Advantage writers as well as comprehensive writers serving older and higher risk popula ons
could be adversely aﬀected. The uncertainty regarding the meline to contain COVID‐19 could result in increased
costs to poten ally con nue into the Summer and Fall.
When assessing the poten al impact on the health insurance industry, it should be noted that the 2020 health insur‐
ance policy premiums did not an cipate the COVID‐19 pandemic.
Health insurers also face government mandates or have voluntarily waived co‐pays and deduc bles for COVID‐19
tes ng and treatment in many cases, which could place more of the burden to cover medical costs on insurers. (See
page 13)
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Oﬀse ng the poten al increase in medical costs due to COVID‐19 is the fact that many insurers are experiencing a
decline in elec ve medical services as u liza on for non‐COVID‐19 treatments have decreased signiﬁcantly. While this
trend appears to provide a signiﬁcant oﬀset to the increased COVID‐19 costs during a period of stay‐at‐home orders
and business closures, there is the poten al for increases in u liza on as states reopen and return to normal. The im‐
pact of oﬀse ng factors for cancelled or delayed medical beneﬁts and savings from telehealth will become more clear
in future quarters.
As unemployment rises, shi s in premiums and coverages may result in an increase in Medicaid enrollment with a de‐
crease in employer‐sponsored insurance, while Medicare enrollment could poten ally increase through disability and
enrollees leaving the workforce.
Finally, as many insurers are subject to increased u liza on and larger claims, there is addi onal pressure on liquidity.
The immediate need for liquidity coupled with a stressed equity market may require insurers to recognize realized
losses on divestment of securi es.
Table 6 below includes Adjusted Earned Premium wri en in "High Case Count" states deﬁned as states with more than
20,000 reported Covid19 cases as of 5/31/20. The premium volume provides the material impact the exposure would
have on insurers who write in these “High Case Count” states.
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Federal, State, and Voluntary Ac ons
In response to the COVID‐19 Public Health Emergency, the Families First Coronavirus Response Act is an act of Congress
meant to respond to the economic impacts of the ongoing COVID‐19 pandemic. The act will provide for example, fund‐
ing for free coronavirus tes ng, 14‐day paid leave for American workers aﬀected by the pandemic, and increased fund‐
ing for food stamps.
States have taken various ac ons in response to the COVID 19 pandemic that impact insurance companies and in some
cases insurers have taken voluntary ac ons. A summary of a few key states’ ac ons are listed. For more details by
state, refer to the NAIC Coronavirus Resource Center at h ps://content.naic.org/naic_coronavirus_info.htm.
Co‐Payment, Cost‐Sharing, and Deduc bles: Commercial insurers, including individual, small group, large group, and
grandfathered plans, and Medicaid plans must waive co‐payments for screening and tes ng for COVID‐19 for an in‐
network oﬃce visit, urgent care center visit or emergency room visits. If an in‐network health care provider cannot
conduct such tes ng, the insurer must cover at in‐network cost sharing levels all in‐state laboratory tes ng. Insurers
are encouraged to waive or expedite u liza on review for COVID‐19 related services.
TeleHealth: Expanded telehealth coverage to all covered services of health care insurance plans: telehealth must be
available from both in‐ and out‐of‐network providers. Providers are not required to use a speciﬁc technology pla orm,
loca on of services is not limited, and must be compliant with Mental Health Parity and Addic on Equity Act
(MHPAEA).
Premiums and Cancella ons: Individual health insurance carriers are directed to defer triggering grace periods for fail‐
ure to pay premium and to make other accommoda ons to avoid cancella ons. This direc on also includes that insur‐
ers provide insureds with at least a 60‐day grace period to pay premiums. Any cancella on no ces issued are to be
withdrawn. However, it should be noted that this moratorium does not apply in cases of fraud or misrepresenta on.
Prescrip on Drugs: Insurance companies are encouraged to waive cost sharing on tes ng, visits, and telemedicine, ed‐
ucate consumers, verify adequate networks and cover Out‐of‐Network at In‐Network cost sharing, when appropriate.
Recommend allowing 90‐day prescrip on reﬁlls and extend provider and consumer claims ﬁling deadlines. Require car‐
riers to waive any me restric ons on prescrip on reﬁlls and authorize payment for at least a 30‐day supply regardless
of the date upon which the prescrip on had most recently been ﬁlled. Emergency regula ons planned to require waiv‐
er of cost sharing for tes ng and vaccina ons for COVID‐19, require payment for experimental treatments, limit prior
authoriza on, regardless of the date upon which the prescrip on had most recently been ﬁlled.
Special Enrollment Period: Coronavirus Emergency Special Enrollment period extended to June 30, or, in some cases,
to September 30, 2020. Consumers who lose health insurance have 60 days to apply for insurance or may be eligible
for Medicaid or child healthcare.
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Financial Regulatory Services Division
Financial Analysis and Examinations Department
Contacts:
Bill Rivers, Health Financial Analysis Program Manager
WRivers@naic.org
816.783‐8142
Bruce Jenson, Assistant Director Solvency Monitoring
BJenson@naic.org
816.783.8348
Jane Koenigsman, Sr. Financial Analysis Manager
JKoenigsman@naic.org
816.783.8145

Disclaimer The NAIC 2019 Health Insurance Industry Analysis Report is a limited scope analysis based on the aggregated informa on ﬁled to the
NAIC’s Financial Data Repository as of Dec. 31, 2019, and wri en by the Financial Regulatory Services Department staﬀ. This report does not
cons tute the oﬃcial opinion or views of the NAIC membership or any par cular state insurance department.
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.
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