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Abstract: 

Financial performance analysis examines the overall financial health of a company over a 

particular period of time. It is the process of recognising the financial strengths and weaknesses 

of the business by correctly establishing the connection between the items of balance sheet and 

profit and loss account. It offers a clear guide to assess and comprehend the company’s position 

financial documents of National Bank examined. From the regression findings; growth, leverage, 

volume of capital, size, and liquidity are found as most significant determining variables of 

profitability thus growth, size, and volume of capita are positively linked. In contrast, liquidity 

ratio and leverage ratio are negatively yet substantially linked with profitability. The age of 

businesses and tangibility of assets are not substantially linked with profitability. 

Keywords: Financial Performance, F-Value, Life Insurers 

1.0 Introduction: 

When it comes to financial performance analysis, it is the process of recognising the financial 

strengths and weaknesses of a company by creating the connection between the items on the 

balance sheet and the profit and loss account in the correct manner. It also aids in the predicting 

and development of both the short- and long-term. To put it another way, financial performance 

is the measure of how well an organisation has performed in terms of its financial goals in 

general. Financial statement analysis is the process of determining the connection between the 

component components of financial statements in order to get a better knowledge of the firm's 

situation and performance. It is used to assess a company's overall financial health over a certain 

period of time, and it may also be used to compare comparable companies within the same 

industry, as well as to compare industries or sectors in aggregate. A company's policies and 

activities are evaluated in terms of their monetary outcomes, which is known as financial 

evaluation. The financial performance analysis process, however, involves the study and 

interpretation of financial statements in such a manner that it provides a comprehensive 

diagnostic of the profitability and financial soundness of a corporation's operations. The financial 

analyst programme offers students with critical financial analysis techniques. It serves as a 

straightforward tool for evaluating and comprehending the company's situation. 

Indian Insurance Industry: 

The Indian insurance sector is comprised of 53 insurance firms, of which 24 are engaged in the 

life insurance business and 29 are engaged in the non-life insurance business. The Life Insurance 

Corporation of India (LIC) is the only public sector business among the life insurance 

companies. Apart from that, there are six public sector insurers operating in the non-life 
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insurance market. In addition to these, there is just one national re-insurer, which is the General 

Insurance Corporation of India (GICI) (GIC Re). The Indian insurance industry also includes 

agents (individual and corporate), brokers, surveyors, and third-party administrators (third-party 

administrators) who handle health insurance claims. Five private sector insurers are registered to 

underwrite policies solely in the health, personal accident, and travel insurance sectors, out of a 

total of 29 non-life insurance firms in the country. Star Health and Allied Insurance Company 

Ltd, Apollo Munich Health Insurance Company Ltd, and ICICI Lombard General Insurance 

Company Ltd are the insurers in question. It was established in 2001 as a joint venture between 

ICICI Bank-second India's biggest bank-and Fairfax Financial Holdings Limited-a financial 

services business with headquarters in Toronto-to provide general insurance coverage. A total of 

64 percent of the joint venture is owned by ICICI Bank, while the remaining 35 percent is owned 

by Fairfax. ICICI Lombard General Insurance is the biggest general insurance business in India 

that is owned by the private sector. 

Life-Contingent Annuities and Investment Products: 

 Annuities are either life-contingent or pure investment contracts. Annuities can also be classified 

as either fixed versus variable, immediate versus deferred, or qualified versus non-qualified. 

Annuity contracts also differ in the guarantees that they offer. In addition to annuities, insurers 

sell investment contracts which take on various forms. The following is a short description of the 

primary forms and classifications of annuities and investment contracts. Property-liability 

insurance is distributed through a direct-writer system, where agents represent one insurer, and 

an independent-agency system, where agents represent several insurers. Independent-agency 

insurers have higher costs than direct writers. The market-imperfections hypothesis attributes the 

coexistence of the two types of insurers to impediments to competition, while the product-quality 

hypothesis holds that independent agency insurers provide higher-quality services. measure cost 

efficiency and profit efficiency for property-liability insurers and find strong support for the 

product-quality hypothesis, implying that independent-agency insurers produce higher-quality 

outputs and are compensated by higher revenues. 
2.0 Literature review: 

Cummins, Weiss, Xie and Zi (2017) investigate economies of scope in the US insurance 

industry over the period 1993–2006. They test the conglomeration hypothesis, which holds that 

firms can optimize by diversifying across businesses, versus the strategic focus hypothesis, 

which holds that firms optimize by focusing on core businesses. Scope economies can originate 

from cost complementarities (including the sharing of inputs such as customer lists and 

managerial expertise), earnings diversification (which permits the firm to operate with higher 

leverage ratios), and revenue complementarities (“one-stop shopping” opportunities for 

consumers that reduce search costs). 

Liebenberg and Sommer (2018) develop and test a model that explains insurers’ performance 

as a function of line-of-business diversification and other variables using a sample of property-

liability insurers over the period 1995-2004. The results indicate that undiversified insurers 

consistently outperform diversified insurers. In terms of accounting performance, the 
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diversification penalty is at least 1 percent of return on assets or 2 percent of return on equity. 

Using a market-based performance measure (Tobin’s Q) the authors find that the market applies 

a significant discount to diversified insurers. 

Eling and Luhnen (2010) conduct an efficiency comparison of 6,462 insurers from 36 

countries. They find a steady technical and cost efficiency growth in international insurance 

markets from 2002 to 2006, with large differences across countries. Denmark and Japan have the 

highest average efficiency, whereas the Philippines is the least efficient. Regarding 

organizational form, the results are not consistent with the expense preference hypothesis, which 

claims that mutuals should be less efficient than stocks due to higher agency costs. Only minor 

variations are found when comparing different frontier efficiency methodologies (data 

envelopment analysis, stochastic frontier analysis). 

Saket Rathi (2019) The insurance industry has come up with several changes after liberalization 

leading to the development of the economy. The results concluded on two parameter, first there 

is no significant differences between the mean of the ratios of selected companies & second New 

India assurance company ltd. has been performed better in seven selected analytical ratios viz 

ASMRSM, CR, GPGR, NER, NNPA, NRR & RONW, While United India insurance is 

performing efficiently in six ratios namely EMGDPR, EMNWPR, GDPNWR, LALR, NCR & 

TRNP Rand Oriental insurance company ltd is at third level which is performing better in two 

ratios GRNW,OPR. National insurance company is a least performer amongst all the selected 

companies. 

Carson, and Hoyt (2009) examine life insurance policy loan demand in terms of four 

hypotheses that have been put forth in the literature. In contrast to previous studies that examined 

aggregate data, the authors use detailed data from the Survey of Consumer Finances that allow 

an alternative and in some cases more direct examination of policy loan demand based on 

individual household circumstances. Unlike prior studies, the authors find a significantly positive 

relation between loan demand and recent household expense or income shocks. The results also 

suggest that credit scores may be useful predictors of loan demand, and thus insurers may be able 

to improve their estimates of future policy loan demand by using credit scores or other credit 

information. 

3.0 Research methodology: 

Recent research, as surveyed shows that the efficiency of financial intermediation and transfer of 

risk can affect economic growth while at the same time institutional insolvencies can result in 

systemic crises which have unfavorable consequences for the economy as a whole. Hence, the 

important role that financial institutions such as insurance companies remain in financing and 

insuring economic activity and contribute to the stability of the financial system in particular and 

the stability of the economy of concerned country in general is part of immune and repair system 

of the economy. Therefore it requires empirical investigation so as to sort out what are the 

important factors affecting profitability of insurance companies and this will help concerned 

bodies to focus on the relevant factors The significance of the impact of the independent 

variables on dependent variables is, at the same time, highlighted in using multiple regressions. 
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Multiple regressions are further utilized to examine the associative relationships between 

variables in terms of the relative importance of the independent variables and predicted values of 

the dependent variables. For the initial construction of the decomposed model an exploratory 

study was carried out through a search of the available literature to identify the exact components 

of the model. 

Profitability In Insurance Companies: 

Profitability in insurance companies could be affected by a number of determining factors. These 

factors, as explained above could be further classified as internal, industry, and macroeconomic 

factors. However, as will be discussed in the coming consecutive sections of the review, in most 

literatures, profitability with regard to insurance companies usually expressed in as a function of 

internal determinants. Rather, most researches concerning determinants of profitability in 

insurance companies are divided in to two, such as determinants of profitability in 

property/liability or general insurance companies and in life/health insurance companies. 

Financial institutions’ non-financial statements variables are classified as management quality, 

efficiency and productivity, age and number of branches. Most researches concerning insurance 

companies are conducted with respect to only financial statement variables. Hence, newly 

established banks are not particularly profitable in their first years of operation, as they place 

greater emphasis on increasing their market share, rather than on improving profitability 

Life Insurance Policies:  

There are many variants of life insurance contracts. Some contracts including term and whole 

life are used exclusively or primarily to provide protection against premature death. Others such 

as endowment and universal life combine protection against premature death with a type of 

savings vehicle. Term insurance provides protection for a fixed term (e.g., 1, 5, or 15 years). If 

death occurs during the policy’s term, a fixed amount is paid to the beneficiary. There are no 

other benefits or cash value build-up. Guaranteed renewable term insurance can be renewed 

without proof of insurability (but often at much higher rates), while under other types of term 

insurance the insured must once again undergo an underwriting process (e.g., a medical 

examination). Whole life – provides for the payment of the face value of the policy upon death of 

the insured, regardless of when it may occur. Premium payments are typically level during the 

insured’s life. Because life risk increases with age, whole life contracts involve overpayment of 

premiums in the early years and underpayment in the latter years, and so accumulate cash value 

that may be borrowed against. 

Earnings and Profitability Analysis: 

Earnings are the key and arguably the only long term source of capital. Low profitability may 

signal fundamental problems of the insurer and may be considered a leading indicator for 

solvency problems Therefore; considerable attention is given to this area. This section examines 

ratios that seek an understanding of the earnings and profitability of the business. This section of 

the study is also a two tier standard; focusing on operational and non-operational efficiency of 

the insurers. The five ratios comprising the indicator, “earnings and profitability” highlight 

underwriting results and investment opportunities of the concerns simultaneously. Profitable 
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insurance operations are essential for a company to operate as a going concern. For an insurer to 

remain viable in the marketplace, it must operate a financially strong balance sheet for its 

policyholders. To have a proper assessment of an insurer’s current and prospective profitability 

may involve a review of multiple financial ratios and results to ascertain the true economic 

picture. The ratios in this section include claim ratio (also known as loss ratio), expense ratio, 

combined ratio, investment income ratio and return on equity. The first influence on profit 

performance is the underlying claims that arise from the business that the company has written. 

Claim costs are influenced by both the number and the size of the claims and the extent that they 

are less (or more) than was anticipated in the premiums charged. 

Table: Profitability Analysis of Public Sector Non- Life Insurers 

Companies 2015-2016 2016-2017 2017-2018 2018-2019 

NATIONAL 21.25 28.05 41.58 84.10 

33.44 33.44 63.44 63.10 

ORIENTAL 54.24 44.14 74.27 97.25 

64.21 64.21 54.21 94.87 

UNITED INDIA 71.06 61.76 71.04 122.03 

76.54 86.51 86.51 124.87 

 

 
Graph: Profitability Analysis of Public Sector Non- Life Insurer’s different years 

TRUST INTERNATIONAL INSURANCE Consolidated Statement of Financial Position 

for the end july, 2019 Horizontals analysis 
% 2017 % 2018 % 2019 Asset 

            Non- current assets 

100.00% 11701100 100.98% 11815804 97.09% 11360844 Property and equipment 

100.00% 5430983 100.00% 5430983 100.00% 5430983 Real estate investments 

100.00% 20804522 113.92% 23700575 144.57% 30077989 Available-for-sale investment 

100.00% 1212375 113.02% 1370263 117.89% 1429214 Deferred tax assets 

100.00% 88774 618.71% 549251 475.96% 422527 Checks under collection due after one year 
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100.00% 39237754 109.25% 42866876 124.17% 48721557 Total non-current assets 

    

Current assets : 

100.00% 9149062 114.01% 10431142 115.64% 10579725 Account Receivables 

100.00% 53058 1089.34% 577980 1048.08% 556090 Insurance and reinsurance companies 

Receivable 

100.00% 13376698 82.45% 11029151 91.92% 12296508 Reinsurance contracts assets 

100.00% 1103476 97.35% 1074212 82.55% 910951 Other current assets 

100.00% 4927811 142.55% 7024767 149.33% 7358539 Checks under collection due within a year 

100.00% 11353199 103.42% 11741891 121.83% 13831527 Cash and cash equivalents 

100.00% 39963304 104.79% 41879143 113.94% 45533340 Total current assets 

100.00% 79201058 107.00% 84746019 119.01% 94254897 Total assets 

    

Liabilities and equity 

Non-current liabilities 

100.00% 1843793 99.28% 1830446 108.10% 1992433 Provision for employees indemnity 

100.00% 1843793 99.28% 1830446 108.10% 1992433 Total non-current liabilities 

    

  Current liabilities: 

100.00% 2848903 131.27% 3739779 145.40% 4142192 Provision of taxes 

100.00% 2351866 74.33% 1748122 131.90% 3102180 account payables 

100.00% 3698450 34.36% 1270754 30.98% 1145844 Insurance and reinsurance companies 

payable 

100.00% 5185281 102.94% 5337690 94.49% 4899409 other current account 

  -   -   556149 Credit facilities 

  -   2452399   1357008 Deferred tax liabilities 

100.00% 36673377 111.12% 40752019 112.30% 41183667 Insurance contracts liabilities 

100.00% 50757877 108.95% 55300763 111.09% 56386449 Total current liabilities 

100.00% 52601670 108.61% 57131209 110.98% 58378882 Total liabilities 

    Equity 

100.00% 10000000 100.00% 10000000 100.00% 10000000 Paid-in share Capital 

100.00% 1869596 115.71% 2163289 128.34% 2399525 Statutory reserve 

100.00% 1817624 116.16% 2111317 129.16% 2347553 Optional reserves 

100.00% 11293778 94.05% 10622273 155.14% 17521116 The cumulative change in the fair value 

100.00% 1618390 167.94% 2717931 222.93% 3607821 Retained earnings 

100.00% 26599388 103.82% 27614810 134.88% 35876015 Total equity 

100.00% 79201058 107.00% 84746019 119.01% 94254897 Total  liabilities & equity 

We note that material changes in Short/Current Long Term Debt item , which mean there is 

material decline& increase between period"2017-2019" for Trust insurance company that is 

because there is effective managements  Working toward Decreasing the liability , but increase 
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the liability because of increased liability for any firm or any individual in the normal course of 

business or other activities may negligently cause damage to the property of others or injury to 

others, if so insurer compensate insurance policy holder.  

Serial 

no. 

  
Ratio 

Description Aug 31, 2019 Aug 31, 2018 Aug 31, 2017 Ratio 

3.4.1:liquidity Ratio 

1 

Current 

Ratio 

Current Assets 

 /Current 

Liabilities 0.8075 0.733 0.7597 

2 

Quick 

Ratio 

(cash and cash 

equivalent+ 

Receivable)/ 

1.8075 1.733 1.7597 

Current 

Liabilities 

3 

Debt to 

Equity 

Ratio 

Total Debt 

/Stockholders’ 

Equity 1.63 2.07 1.91 

3.4.2:underwriting Ratio 

4 

Loss Rate 

Ratio 

Underwriting 

expenses / 

premiums 

earned        

69.28% 52.66% 72.77% 

5 

Expense 

Ratio 

operating 

expenses/  

0.62% 0.55% 0.93% 

Net premium 
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6 

Combined 

Ratio 

Loss Rate Ratio 

+ Expense Ratio  

69.91% 53.21% 73.69% 

3.4.2:profitability Ratio 

7 

Return on 

Asset 

Net 

Profit/Total 

Assets 2.51% 3.47% 2.16% 

8 

Return on 

Revenue 
Net income 

/Revenue 5.26% 6.61% 4.78% 

9 

Return on 

Equity 

Net Profit-

preferred 

/Common 

Equity 6.58% 10.64% 6.18% 

3.4.3:market Ratio 

10 

Price 

Earnings 

Ratio 

price per share / 

earnings per 

share (EPS) 10.42 8.62 15.29 

11 

Market 

Value to 

book value 

Book value of 

firm/ 

0.7 0.91 0.98 

Market value 

of firm 

Trust insurance company  current ratio deteriorated from 2018 to 2019 but then improved from 

2018 to 2019 not reaching 2019 level, The higher the current ratio, the more capable the 

company is of paying its obligations, but in the Trust company  current liabilities exceed current 

assets (the current ratio is below 1), then the company may have problems in meeting its short-

term obligations 

Analysis of Public And Private Insurers: 

 Liquidity measures a company’s ability to meet its anticipated short term and long term 

obligations to policyholders and other creditors. A company’s liquidity depends on the degree to 

which it can satisfy its financial obligations, whether by holding cash and investments those are 
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sound, diversified and liquid. Due to the uncertainty with regard to timing and frequency of 

insurance claims, insurers need to plan their liquidity carefully. Compared to banks, Liquidity is 

usually a less pressing problem for insurance companies since the liquidity of their liabilities is 

relatively predictable. For non-life insurers the liabilities, besides claims are for shorter period of 

time. A high degree of liquidity enables an insurer to meet its unexpected needs for cash without 

untimely sale of investments or fixed assets which may result in substantial realized losses due to 

temporary market conditions. the sole insurer among the selected public and private insurers 

which registered the lowest level of liquidity ratio ranges between 12.25 percent & 32.24 

percent. Further, none of the eight insurers managed to keep its liquidity above 100 percent. 

Therefore, the analysis calls for the immediate attention on the part of private insurers to make 

enough provisioning in the liquid assets to have a better liquidity position. 

Conclusion: 

Financial performance analysis is the process of identifying the financial strengths and 

weaknesses of the firm by properly establishing the relationship between the items of balance 

sheet and profit and loss account. It is a process of evaluating the relationship between the 

component parts of financial statements to obtain a better understanding of the firm’s position 

and performance. It provides a clear guide to evaluate and understand the company’s position. In 

the present research, the financial performance of selected insurance companies of Jordan has 

been examined with the application of Altman’s Z score Model. It is a multivariate formula 

which examines the financial performance of an entity with the help of basic financial ratios and 

explore whether the company will become bankrupt in the next two years or not. 
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