U.S. Health Insurance Industry | 2018 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 1,010 from 981 in 2017. The health insurance
industry con nued its tremendous growth trend as it experienced
a signiﬁcant increase in net earnings to $23.4 billion and an in‐
crease in the proﬁt margin to 3.3% in 2018 compared to net earn‐
ings of $16.1 billion and a proﬁt margin of 2.4% in 2017. The com‐
bined ra o decreased modestly to 97% from 97.2%. Included in the
increase in proﬁtability, health en es reported a $343 million in‐
crease in net investment income earned to $5.1 billion from $4.8
billion in 2017.
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Notable items as compared to 2017 include the following:
 Net earned premium increased 6.5% ($42.8 billion).
 Total hospital & medical expenses increased 5% ($28.2 billion).
 Loss ra o decreased moderately to 84%.
 Administra ve expenses increased 17.7% ($13.9 billion).
 Capital and surplus increased 10% ($14 billion)
 A&H earned premium increased 6.7% ($57.1 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 of $11.6 billion.
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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 increase in the industry’s underwri ng results can be a ributed to a 6.5% ($42.8 billion) in‐
crease in net earned premium to $706.9 billion, and a 7.2% ($343 million) increase in net investment income earned to
$5.1 billion from $4.8 billion in 2017. However, the industry par ally oﬀset these items with a 5% ($28.2 billion) in‐
crease in total hospital and medical expenses to $596.8 billion, and a 17.7% ($13.9 billion) increase in claims adjust‐
ment expenses and general administra ve expenses. Administra ve expenses alone increased 22.6% ($12.9 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 $110.2 billion in 2018 from $61.5 billion in
2013.
Figure 3 below illustrates the increase in total hospital and medical beneﬁts and a modest decrease in the combined
ra o to 97% in 2018. The slight decrease in the combined ra o is due to the increase in net premiums par ally oﬀset
by the aforemen oned increase in administra ve expenses.
Table 2, on the next page, provides an analysis of opera ons by line of business for 2018. In terms of dollar impact, the
comprehensive hospital and medical ($13 billion), Medicare ($4.4 billion) and the Medicaid ($1.1 billion) lines of busi‐
ness were the most proﬁtable. Subsequently, Figures 4 through 19 on pages 6 and 7, provide an overview of under‐
wri ng results, earned premium, 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. Enrollment increases are 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 $261 and claims PMPM of $220 for 2018. Direct
wri en premium increased 6.9% ($46.1 billion) to $714.7 billion. Figure 21 illustrates the mix of direct wri en premium
for 2018. 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 2017, direct comprehensive medical decreased to 34% of total premium from 34.8%, while
Medicare increased to 27% from 25.6% and Medicaid remained mostly unchanged at 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 Medi‐
caid 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 2017 are most evident in a 12.8% ($21.8 billion) increase in Medicare, a 6.5% ($11.6 billion) in‐
crease in Medicaid, and a 10.7% ($7.4 billion) increase in the individual comprehensive, and a 1.7% ($2.7 billion) in‐
crease in the group comprehensive lines of business. The dental coverage line of business experienced a 1.7% ($235
million) decrease. The premium growth can be a ributed to increased premium revenues from certain groups as a re‐
sult of increases in enrollment, and premium rate increases. In a 10‐year comparison to 2009, the most signiﬁcant in‐
creases in wri en premium are in the Medicaid ($141 billion), Medicare ($113 billion) and individual comprehensive
($56.6 billion) lines of business.
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Cash Flow and Liquidity

Capital and Surplus

The health insurance industry showed a signiﬁcant
decrease in opera ng cash ﬂow to $17 billion in 2018
as compared to opera ng cash ﬂow of $25 billion in
2017. The considerable decrease in posi ve cash ﬂow
is due primarily to a 6% ($31 billion) increase in bene‐
ﬁts and loss‐related payments and a 27% ($20 billion)
increase in commissions and expenses paid, par ally
oﬀset by a 6% ($41 billion) increase in premiums col‐
lected.

Health en es reported a 10% ($14 billion) increase in
capital and surplus to $152 billion from $138 billion at
Dec. 31, 2017 as illustrated in Figure 23. The increase
is due primarily to net income of $23 billion, a $3 bil‐
lion decrease in non‐admi ed assets, and paid‐in sur‐
plus of $3 billion. These items were par ally oﬀset by
dividends of $10 billion paid to stockholders, a $3 bil‐
lion decrease in net deferred income tax asset, and
unrealized capital losses of $2 billion.

As illustrated in Figure 22, liquid assets and receiva‐
bles increased 5% ($12 billion) to $253 billion in 2018
from $241 billion in the prior year end. This was par‐
ally oﬀset by a 2% ($3 billion) increase in current lia‐
bili es to $241 billion from $238 billion. This resulted
in a favorable increase in the ra o of liquid assets and
receivables to current liabili es to 179% from 175%.
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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, fraternal or property/casualty ﬁnancial statements.


The insurance industry reported a 6.7% ($57.1 billion) increase in direct earned premium to $912.4 billion and a
5.1% ($36.2 billion) increase in incurred claims in 2018. These increases are most evident on the Medicare and
Medicaid lines of business which, in total, represents 43.8% of total earned premium.



Medicare reported an 12.3% ($23.5 billion) increase in earned premium to $214.3 billion and a 12.1% ($19.4 bil‐
lion) increase in incurred claims to $180.3 billion.



Medicaid reported a 6% ($10.5 billion) increase in earned premium to $185.6 billion and a 4.6% ($7.1 billion) in‐
crease in incurred claims to $161.3 billion.



The group comprehensive line of business, which represents 23.1% of total A&H business, recorded a 2% ($4.2 bil‐
lion) increase in earned premium to $210.7 billion and a 1.4% ($2.5 billion) decrease in incurred claims to $172.8
billion.



The individual comprehensive line of business, represen ng only 8.6% of total A&H business, reported a 17.4%
($11.7 billion) increase in earned premium to $78.6 billion and a less than 1% ($292 million) decrease in incurred
claims to $55.4 billion.



Decreases in covered lives are reﬂected in a 73.5% (45.6 million) decrease in non‐U.S. Policy Forms, a 25.4% (20.4
million) decrease in stop loss, and a 9.6% (3.8 million) decrease in Medicaid. Increases are shown in a 29.9% (47.5
million) increase in other A&H line of business, a 3.8% (9.3 million) increase in accident only or accidental death &
dismemberment (AD & D), a 5.2% (3.1 million) increase in limited beneﬁt, a 3.9% (3.1 million) increase in disability
income, and a 2.5% (1.8 million) increase in dental coverage.
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Long-term Care
Figure 22 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 $11.7 billion compared to $11.3 billion in 2012
whereas the number of covered lives has dropped to 7.0 million from 7.8 million in 2012.

As shown in Table 5 below, the top ten states accounted for 51.1% of total direct LTC premiums led by California with
$949.5 million, represen ng 8.8% of market share. For these ten states, direct wri en premium decreased marginally
by 3.5% ($201.6 million) to over $5.4 billion in 2018. Overall, total direct LTC premium decreased 3.3% ($372.2 million)
to over $10.7 billion in 2018.
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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 2018 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, 2018, 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.
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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