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Health Industry Overview

Inside the Report

Table 1 below provides a 5‐year quarterly snapshot of the
U.S. health insurance industry’s aggregate ﬁnancial results
for health en es who ﬁle with the NAIC on the health
quarterly statement blank. The health insurance industry
reported a signiﬁcant increase in underwri ng results to $15
billion from $10 billion for the same period in the prior year.
Net earnings increased to $17 billion for the ﬁrst six months
of 2019 compared to net income of $11 million in the prior
year period. The industry’s proﬁt margin increased to 4.5%,
while the combined ra o decreased to 96% from 97%. Nota‐
ble items as compared to second quarter 2018 include the
following:
 Net earned premium increased 5% ($19 billion).
 Administra ve expenses decreased 15% ($8 billion).
 Hospital & medical expenses increased 8% ($22 billion).
 Enrollment increased 3%.
 Cash ﬂow from opera ons was $19 billion.
 Capital and surplus increased 3% to $157 billion.
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Net Earnings
Net earnings increased to nearly $17 billion for the ﬁrst
six months of 2019 from $11 billion in the prior year
period. The increase in net earnings is due primarily to
a 46% ($5 billion) increase in underwri ng gains, and
an 18% ($574 million) increase in net investment gains
par ally oﬀset by a 6% ($115 million) decrease in fed‐
eral income taxes incurred. In addi on to the increase
in proﬁtability, the industry reported a 22% increase in
net investment income earned to over $3 billion
through the ﬁrst six months of 2019 from just under $3
billion in the prior year period. Figure 1 below illus‐
trates the signiﬁcant increase in proﬁtability for the
ﬁrst six months of 2019.

Underwri ng Results
As indicated on Table 1, the signiﬁcant increase in the
industry’s underwri ng results can be a ributed pri‐
marily to:
 A 5% ($19 billion) increase in net earned premium
to $374 billion, and
 a 15% ($8 billion) decrease in claims adjustment
and administra ve expenses to $42 billion from

© 2019 National Association of Insurance Commissioners

$50 billion in the prior year period,
 Resul ng in a 2.7 percentage point decrease in the
expense ra o to 11% from 14%.
The Industry par ally oﬀset these items with:
 An 8% ($22 billion) increase in total hospital and
medical expenses to $318 billion from $296 billion,
 Resul ng in a 1.6 percentage point increase in the
loss ra o to 84.7% from 83.1%.
Figure 2 illustrates the increase in total hospital and
medical beneﬁts for the ﬁrst six months of 2019 as
compared to the prior year period. While the loss ra o
has ﬂuctuated modestly over the last ﬁve years, histor‐
ically, from year to year, the industry has reported sig‐
niﬁcant increases in hospital and medical beneﬁts.
Figure 3 illustrates the comparison in claims adjust‐
ment and administra ve expenses through the second
quarter of both 2019 and 2015.

Enrollment
As shown in Figure 4, the industry has experienced an
incremental increase in total enrollment of 9% (20 mil‐
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lion) over the last ﬁve years. The increase is due pri‐
marily to:
 A 33% (19 million) increase in policies that provide
Medicare Part D Drug coverage,
 A 19% (7 million) increase in Medicaid,
 A 16% (5 million) increase in vision coverage,
 A 31% (4 million) increase in Medicare, and
 A 22% (2 million) increase in Federal Employee
Health Beneﬁt Plans.
However, these items were par ally oﬀset by:
 A 25% (4 million) decrease in the individual com‐
prehensive line of business, and
 An 11% (4 million) decrease in the group compre‐
hensive line of business from the ﬁrst six months of
2015.
As depicted in Figure 5, health en es’ premium per
member per month (PMPM) increased 18% to $273
from $231 for the ﬁrst six months of 2015, while claims
PMPM increased 18% to $233 from $196.
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Premium Revenues
Figure 4 also illustrates the growth in direct wri en
premium. The increase is primarily on the Medicare,
Medicaid, and comprehensive medical lines of busi‐
ness.
Figure 6 illustrates the mix of direct wri en premium
for the ﬁrst six months of 2019. As insureds have be‐
come eligible for either Medicare and/or Medicaid as
evidenced by increases in enrollment in these lines,
there has been a gradual shi in the alloca on of pre‐
mium between the lines of business over the last ﬁve
years. In comparison to the ﬁrst half of 2018, direct
comprehensive medical decreased to 39% from 41%
of total wri en premium, while Medicare increased
to 29% from 27%, Medicaid increased to 27% from
26% and FEHBP decreased modestly to 5.2% from
5.5%.
Table 2 below provides a break out of direct wri en
premium by line of business. The largest dollar in‐
creases in wri en premium from the ﬁrst six months
of 2018 was a $13 billion (14%) increase in Medicare,
and a $6 billion (7%) increase in Medicaid.
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Liquidity

Capital and Surplus

The health insurance industry showed a signiﬁcant
drop in opera ng cash ﬂow to $19 billion in the ﬁrst
half of 2019 as compared to opera ng cash ﬂow of
$33 billion in the ﬁrst half of 2018. The considerable
decrease in posi ve cash ﬂow is due primarily to an
8% ($22 billion) increase in beneﬁts and loss‐related
payments par ally oﬀset by a 2% ($8 billion) increase
in premiums collected.

Health en es reported a 3% ($5 billion) increase in
capital and surplus to $157 billion from $152 billion at
Dec. 31, 2018 as illustrated in Figure 8. The increase is
due primarily to net income of $17 billion and paid‐in
surplus of $557 million. These items were par ally
oﬀset by dividends of $4 billion paid to stockholders, a
$4 billion unrealized capital loss, a $1 billion decrease
in net deferred income tax asset, and a $1 billion in‐
crease in non‐admi ed assets during the ﬁrst six
months of 2019..

As illustrated in Figure 7, liquid assets and receivables
remained mostly unchanged at $279 billion in the ﬁrst
six months of 2019 as compared to the prior year peri‐
od while current liabili es decreased 12% ($20 billion).
This resulted in a favorable increase in the ra o of liq‐
uid assets and receivables to current liabili es to near‐
ly 185% from just over 163%.
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