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	4.1. INTRODUCTION
	This chapter presents a comprehensive evaluation of the financial performance of eight carefully selected non-life insurance companies operating in India, comprising four public sector and four private sector entities. The study spans a period of ten ...
	To conduct this assessment, the study adopts the CARAMEL model, a multidimensional framework widely used in financial performance evaluations of insurance institutions. CARAMEL is an acronym representing key performance dimensions: Capital adequacy, A...
	Each dimension of the CARAMEL model is analysed using specific financial ratios recommended by global financial institutions such as the International Monetary Fund (IMF) and the World Bank. These ratios capture critical financial indicators including...
	This structured and empirical approach ensures a deeper understanding of insurer behaviour under varying market conditions and regulatory environments over the decade-long period.
	4.1.1. DESCRIPTION OF THE CARAMEL FRAMEWORK
	The acronym CARAMEL encapsulates several performance dimensions, with each component represented through specific financial ratios:
	1. CAPITAL ADEQUACY
	Capital adequacy refers to an insurer’s financial capacity to absorb losses and meet policyholder obligations. It is a core indicator of an insurance company’s solvency and financial health. The higher the capital adequacy, the more financially sound ...
	2. ASSET QUALITY
	Asset quality evaluates the soundness of the insurer’s investment portfolio and how it impacts overall financial stability. The principal concern is the risk associated with the insurer’s assets, such as real estate, equities, and receivables. If asse...
	3. REINSURANCE AND ACTUARIAL ISSUES (RISK RETENTION RATIO)
	This component evaluates how much risk an insurer retains versus what is transferred to reinsurance companies. The ratio used is Net Earned Premium to Gross Earned Premium, which is also called the risk retention ratio. A higher value indicates greate...
	4. MANAGEMENT SOUNDNESS
	Management soundness assesses how efficiently the company operates and controls its costs. It is measured using the ratio of Operating Expenses to Gross Earned Premiums. This ratio indicates how much of the collected premium is spent on operations, in...
	5. EARNINGS AND PROFITABILITY
	This is a multifaceted dimension involving several sub-indicators to evaluate both operational and investment performance:
	Together, these sub-indicators provide a comprehensive view of how well the company performs financially and operationally, enabling an accurate assessment of sustainability.
	6. FINANCIAL SOUNDNESS AND LIQUIDITY
	This final component assesses the insurer’s long-term and short-term financial stability. It comprises:
	These indicators collectively measure whether the insurer can meet its liabilities — both expected and unexpected — without financial distress. A company with strong financial soundness and liquidity is more likely to weather economic uncertainties an...
	4.1.2. GRAPHICAL REPRESENTATION
	Graphical analysis enhances the clarity and interpretability of data patterns across companies and time. In this study, comparative bar charts have been employed using Microsoft Excel 2024. The visuals illustrate variations in financial ratios among t...
	4.1.3. STATISTICAL EVALUATION
	To supplement ratio analysis, statistical testing has been conducted using One Way ANOVA. This method allows for comparison of financial performance across multiple insurance companies to determine if significant differences exist. The analysis is con...
	4.1.4. ANALYTICAL PROCEDURE
	The data analysis follows a systematic 11-step approach:
	4.2. CAPITAL ADEQUACY ASSESMENT
	Capital adequacy is a critical measure of an insurer's financial stability, ensuring companies maintain sufficient capital to absorb losses and sustain operations. While banking regulations, such as those set by the Reserve Bank of India (RBI), mandat...
	The Insurance Regulatory and Development Authority of India (IRDAI) requires insurers to maintain a solvency margin of 1.5, representing the excess of assets over liabilities. Additionally, only companies with a minimum capital base of ₹100 crores rec...
	Two key ratios used to assess capital adequacy in insurance are Net Earned Premium to Owner’s Fund and Owner’s Fund to Total Assets. The former gauges underwriting risk, indicating the level of indemnity risk retained after reinsurance, while the latt...
	In the absence of a global standard, capital in insurance is generally defined as the sum of total equity capital and reserves. A well-structured capital base acts as a financial cushion, safeguarding policyholders and promoting market stability. Ther...
	4.2.1.      NET EARNED PREMIUM TO OWNER’S FUND
	Indicates the level of risk associated with underwriting activities. It serves as a useful measure of the indemnity risk an insurer retains after accounting for reinsurance. A higher ratio suggests greater exposure to underwriting risks, emphasizing t...
	Source: Annual Report of respective company’s website
	A higher capital adequacy ratio is generally viewed as a positive indicator of financial stability. While IRDA has not set a specific benchmark, maintaining a strong capital adequacy ratio is essential to safeguard insurers against insolvency risks.
	ASSESSMENT OF THE TABULATED INFORMATION
	Overall, the trends indicate that insurers with high ratios, such as NICL and UIICL, have retained more indemnity risk, requiring robust capital reserves to manage solvency concerns. Meanwhile, NIACL and OICL, despite fluctuations, show relatively con...
	Source: Annual Report of respective company’s website (1)
	ASSESSMENT OF THE TABULATED INFORMATION (1)
	Overall, the analysis highlights a general decline in the ratio across most private insurers, reflecting stronger capital adequacy and improved risk management. Companies like Bajaj Allianz General Insurance Co. Ltd. and ICICI Lombard General Insuranc...
	STEP-1: Ratio of Net Earned Premium and Owner's Fund of Public Sector & Private Sector (Selected) Non-Life Insurance Co.
	STEP-2: Consolidated Output of One - Way ANOVA.
	KEY OBSERVATIONS FROM THE TABLE:
	The calculated F-value (Fc = 1.375) is less than the critical F-value (Ft = 2.140) at the given significance level, which suggests that the differences in the ratio of Net Earned Premium to Owner’s Fund among the selected companies are not statistical...
	STATISTICAL DECISION:
	Since Fc (1.375) < Ft (2.140), we fail to reject the null hypothesis. This means there is no significant difference in the ratio of Net Earned Premium to Owner’s Fund across the selected public and private sector non-life insurance companies in India.
	IMPLICATIONS OF THE FINDINGS:
	CONCLUSION:
	The One-Way ANOVA test results reveal that the ratio of Net Earned Premium to Owner’s Fund does not vary significantly across the selected non-life insurance companies in India. This suggests that both public and private sector insurers follow similar...
	4.2.2.       OWNER’S FUND TO TOTAL ASSETS
	It is a financial ratio that indicates the proportion of a company’s total assets financed by the shareholders' equity. It reflects the financial strength and stability of a company, showing how much of the assets are owned outright by the shareholder...
	Source: Annual Report of respective company’s website (2)
	ASSESSMENT OF THE TABULATED INFORMATION (2)
	 Overall, the data indicates that while NIACL maintained a strong and stable capital base, the other insurers particularly NICL and UIICL faced significant capital adequacy challenges during certain years. Recovery in recent years points to strategic...
	Source: Annual Report of respective company’s website (3)
	ASSESSMENT OF THE TABULATED INFORMATION (3)
	Overall, the private sector insurers demonstrated stronger and more consistent shareholder fund positions compared to their public sector counterparts. Bajaj Allianz General Insurance Co. Ltd. led in capital adequacy, while Tata AIG General Insurance ...
	STEP-1: Ratio of Owner's Fund and Total Assets of Public Sector & Private Sector (Selected) Non-Life Insurance Co.
	STEP-2: Consolidated Output of One-Way ANOVA.
	KEY OBSERVATIONS FROM THE TABLE: (1)
	STATISTICAL DECISION: (1)
	Since Fc (4.995) > Ft (2.140), we reject the null hypothesis. This means that there is a significant difference in the Owner’s Fund to Total Assets ratio across the selected public and private sector non-life insurance companies in India.
	IMPLICATIONS OF THE FINDINGS: (1)
	CONCLUSION: (1)
	The One-Way ANOVA test results confirm that the Owner’s Fund to Total Assets ratio differs significantly among the selected public and private sector non-life insurance companies in India. This finding points to a divergence in financial strength and ...
	4.3. ASSETS QUALITY ANALYSIS
	Asset quality analysis plays a pivotal role in assessing the financial soundness and operational efficiency of non-life insurance companies. Unlike banks, where asset quality is evaluated through loan performance, insurers assess it based on the perfo...
	In India, IRDAI regulations mandate a prescribed investment pattern, ensuring a large share of funds is placed in government securities and approved instruments. Still, insurers also invest in corporate bonds, equities, and other market-linked assets ...
	Other important factors include the recoverability of receivables. High unpaid premiums or delays in reinsurance settlements may indicate liquidity risks and weak internal controls. Evaluating these aspects of asset quality highlights potential financ...
	In a comparative analysis, asset quality helps distinguish companies with prudent investment strategies and strong financial discipline. Those with high-grade, diversified assets show better resilience and solvency, while firms with riskier portfolios...
	In conclusion, asset quality analysis offers essential insights into an insurer’s financial health, investment prudence, and ability to manage risk—making it a vital tool in evaluating the performance of non-life insurance companies.
	Source: Annual Report of respective company’s website (4)
	ASSESSMENT OF THE TABULATED INFORMATION (4)
	Overall, the analysis of the Ratio of Equity Share Capital and Total Assets for the selected Public Sector Non-Life Insurance Companies in India highlights varying trends in the proportion of equity share capital relative to total assets. Companies li...
	Source: Annual Report of respective company’s website (5)
	ASSESSMENT OF THE TABULATED INFORMATION (5)
	Overall, the analysis of the Ratio of Equity Share Capital and Total Assets for the selected Private Sector Non-Life Insurance Companies in India highlights a decreasing trend in the proportion of equity share capital relative to total assets for all ...
	STEP-1: Ratio of Equity Share Capital and Total Assets of Public Sector & Private Sector (Selected) Non-Life Insurance Co.
	STEP-2: Consolidated Output of One - Way ANOVA. (1)
	KEY OBSERVATIONS FROM THE TABLE: (2)
	STATISTICAL DECISION: (2)
	The rejection of the null hypothesis based on the F-test results signifies that the differences observed in the ratio of Equity Share Capital to Total Assets are statistically significant.
	IMPLICATION OF FINDINGS:
	CONCLUSION: (2)
	The ANOVA analysis highlights substantial variations in the ratio of Equity Share Capital to Total Assets across selected public and private sector non-life insurance companies in India. These findings underscore the importance of considering distinct...
	4.4.     REINSURANCE AND ACTUARIAL ISSUES
	Reinsurance and actuarial functions are crucial for managing risk and ensuring financial stability in the insurance sector. Reinsurance allows insurers to transfer a portion of their risk, protecting against large losses and improving capital efficien...
	Source: Annual Report of respective company’s website (6)
	ASSESSMENT OF THE TABULATED INFORMATION (6)
	Overall, the analysis of the Ratio of Net Earned Premium and Gross Earned Premium of the selected Public Sector Non-Life Insurance Companies in India reveals diverse trends in premium income composition and operational strategies. While some companies...
	Source: Annual Report of respective company’s website (7)
	ASSESSMENT OF THE TABULATED INFORMATION (7)
	Overall, the analysis of the Ratio of Net Earned Premium and Gross Earned Premium of the selected Private Sector Non-Life Insurance Companies in India reveals diverse trends in premium income composition and operational strategies. Companies like Baja...
	STEP-1: Ratio of Net Earned Premium and Gross Earned Premium of Public Sector & Private Sector (Selected) Non-Life Insurance Co.
	STEP-2: Consolidated Output of One - Way ANOVA. (2)
	KEY OBSERVATIONS FROM THE TABLE: (3)
	STATISTICAL DECISION: (3)
	The rejection of the null hypothesis based on the F-test results indicates that the differences observed in the ratio of Net Earned Premium to Gross Earned Premium are statistically significant.
	IMPLICATIONS OF THE FINDINGS: (2)
	CONCLUSION: (3)
	The ANOVA analysis reveals substantial differences in the ratio of Net Earned Premium to Gross Earned Premium across the selected public and private sector non-life insurance companies in India. These differences underscore the diverse strategies empl...
	4.5.     MANAGEMENT SOUNDNESS ANALYSIS
	Management soundness analysis assesses the capability and effectiveness of an insurer’s leadership in maintaining financial health and regulatory compliance. Strong management ensures prudent operations, strategic planning, and effective risk control....
	Source: Annual Report of respective company’s website (8)
	ASSESSMENT OF THE TABULATED INFORMATION (8)
	Overall, the analysis of the Ratio of Operating Expense and Gross Earned Premium for the selected Public Sector Non-Life Insurance Companies in India reveals diverse trends in expense management and efficiency over the analysed period. The fluctuating...
	Source: Annual Report of respective company’s website (9)
	ASSESSMENT OF THE TABULATED INFORMATION (9)
	Overall, the analysis of the Ratio of Operating Expense and Gross Earned Premium for the selected Private Sector Non-Life Insurance Companies in India highlights diverse trends in expense management and operational efficiency over the analysed period....
	STEP-1: Ratio of Operating Expenses and Gross Earned Premium of Public Sector & Private Sector (Selected) Non-Life Insurance Co.
	STEP-2: Consolidated Output of One - Way ANOVA. (3)
	KEY OBSERVATIONS FROM THE TABLE: (4)
	STATISTICAL DECISION: (4)
	The rejection of the null hypothesis based on the F-test results suggests that the differences observed in the ratio of Operating Expense to Gross Earned Premium are statistically significant.
	Implications of the Findings:
	CONCLUSION: (4)
	The ANOVA analysis reveals substantial differences in the ratio of Operating Expense to Gross Earned Premium across selected public and private sector non-life insurance companies in India. These variations underscore diverse cost management strategie...
	4.6.     EARNINGS AND PROFITABILITY ANALYSIS
	Earnings and profitability are key indicators of financial performance in non-life insurance companies, reflecting their ability to generate income, manage risk, and sustain long-term operations. Profitability is shaped by factors such as underwriting...
	A central metric is underwriting profit or loss—the difference between premiums earned and claims plus underwriting expenses. A consistent profit signals strong risk assessment and pricing. The combined ratio, which includes loss and expense ratios, i...
	Investment income also plays a vital role in overall earnings. Premiums are invested, and strong returns can offset weak underwriting results. Effective investment strategies often lead to higher net profits.
	Metrics like Return on Assets (ROA) and Return on Equity (ROE) assess how efficiently assets and equity are used to generate profits, with higher ratios indicating better performance.
	In India, profitability differs between public and private non-life insurers. Private insurers often show higher profits due to better cost control and technology use, while public insurers may struggle with high claims and legacy expenses.
	Overall, analysing profitability provides a clear picture of a company's financial health, operational efficiency, and capacity to deliver long-term value.
	4.6.1.     CLAIM ANALYSIS
	The claim ratio is a key indicator of how effective a non-life insurer’s premium pricing strategy is. Given the uncertainty of non-life insurance, regular review and adjustment of pricing is essential. This study includes a segment-wise analysis (Fire...
	(A) CLAIM ANALYSIS - FIRE INSURANCE
	Source: Annual Report of respective company’s website (10)
	ASSESSMENT OF THE TABULATED INFORMATION (10)
	Overall, the analysis of the Ratio of Net Claim (Fire Business) and Net Earned Premium (Fire Business) for the selected Public Sector Non-Life Insurance Companies in India reveals diverse trends in claim management and efficiency over the analysed per...
	Source: Annual Report of respective company’s website (11)
	ASSESSMENT OF THE TABULATED INFORMATION (11)
	Overall, the analysis of the Ratio of Net Claim (Fire Business) and Net Earned Premium (Fire Business) for the selected Private Sector Non-Life Insurance Companies in India highlights diverse trends in claim management and efficiency over the analysed...
	STEP-1: Ratio of Net Claim (Fire) and Net Earned Premium (Fire) of Public Sector & Private Sector (Selected) Non-Life Insurance Co.
	STEP-2: Consolidated Output of One - Way ANOVA. (4)
	KEY OBSERVATIONS FROM THE TABLE: (5)
	STATISTICAL DECISION: (5)
	The rejection of the null hypothesis based on the F-test results suggests that the differences observed in the ratio of Net Claim (Fire Business) to Net Earned Premium (Fire Business) are statistically significant.
	IMPLICATIONS OF THE FINDINGS: (3)
	CONCLUSION: (5)
	The ANOVA analysis reveals notable differences in the ratio of Net Claim (Fire Business) to Net Earned Premium (Fire Business) across the selected public and private sector non-life insurance companies in India. These variations underscore the diverse...
	(B) CLAIM ANALYSIS - MARINE BUSINESS
	Source: Annual Report of respective company’s website (12)
	ASSESSMENT OF THE TABULATED INFORMATION (12)
	Overall, the analysis of the Ratio of Net Claim (Marine Business) and Net Earned Premium (Marine Business) for the selected Public Sector Non-Life Insurance Companies in India reveals diverse trends in claim management and operational efficiency over ...
	Source: Annual Report of respective company’s website (13)
	ASSESSMENT OF THE TABULATED INFORMATION (13)
	Overall, the analysis of the Ratio of Net Claim (Marine Business) and Net Earned Premium (Marine Business) for the selected Private Sector Non-Life Insurance Companies in India highlights diverse trends in claim management and efficiency over the anal...
	STEP-1: Ratio of Net Claim (Marine) and Net Earned Premium (Marine) of Public Sector & Private Sector (Selected) Non-Life Insurance Co.
	STEP-2: Consolidated Output of One - Way ANOVA. (5)
	KEY OBSERVATIONS FROM THE TABLE: (6)
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