
Life Insurance Analysis

• Measuring profitability

• New business metrics

• Dividends and equity

• Insurance regulation?
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Life Insurance Profit Drivers

New BusinessExisting Business

Experience on 
mortality 

assumptions

Lapses /policy 
surrenders

Premiums 
written

Product pricing and 
geographical split

Life Insurance 
Profits

Insurance 
activities

Investment 
activities

Market 
Environment

Investment 
Allocation

Income Statement – Key Performance Ratios

Gross Written 
Premium

Growth Rate

Current Year GWP

Prior Year GWP

Operating 
Result

Technical 
Margin

Investment 
Margin

Expenses

- 1

-+

Return on 
Equity

Recurring Net Income

Beginning (or average) Shareholders’ Equity

Investment returns 
less interest cost on 
insurance liabilities

Premiums due in 
the year

Premiums less claims 
expense before 
interest cost on 

insurance liabilities
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New Business – Key Performance Ratios

New 
Business 
Margin

PV of New 
Business 

Premiums 
(PVNBP)

Single premiums written + PV 
of new regular premiums

Annual 
Premium 

Equivalent 
(APE)

Recurring premiums + 
10% x single premiums written

PV of Expected Profit on New Business

PVNBP

Investment Allocation
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Equity and Dividends

Dividend per 
share 

Regulatory 
Capital Ratio

Dividends paid and proposed for the year

Weighted average shares in issue

Available Capital 

Required Capital 

Own Funds

Solvency Capital 
Requirement
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