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Financial Analysis 

 Uses company’s financial results to assess 

company’s performance 

 Requires comparisons of results over multiple 

years and against industry standards 

 Important tool to identify company’s 

strengths and weaknesses and potential 

problem areas. 
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Financial Analysis 
 Financial profit ratio= financial profit / gross 

premium 

 Balance sheet profit ratio = balance sheet 

profit / gross premium 

 Equity ratio = equity profit / total equity 

 Asset ratio = balance sheet profit / total 

assets 
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Financial Analysis 

 Uses company’s financial results to assess 

company’s performance 

 Requires comparisons of results over multiple 

years and against industry standards 

 Important tool to identify company’s 

strengths and weaknesses and potential 

problem areas. 
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Types of Ratios 

 Profitability 

 Activity – Efficiency 

 Liquidity 

 Debt - Leverage 

 Growth 
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Profitability Ratios 

 Gross Profit Margin = Gross Profit 

      Sales 

 Net Profit Margin = Net Income 

      Sales 

 Operating Profit = Operating Income 

  Margin   Sales 

 Return on Equity =    Net Income___     

     Owner’s Equity 
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Profitability Ratios 

 Du Pont Formula 

 Return on =   Net Income__ 

  Assets    Total Assets 

 

       = Net Income  X  __Sales___ 

     Sales            Total Assets 

 

      = Net Profit    X   Total Asset 

      Margin    Turnover 

 

      = Profitability  X   Efficiency 
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Activity – Efficiency Ratios 

 Inventory       =  Cost of Goods Sold  

 Turnover   Inventory 

 Average        =   _________365 days____ 

    Collection   (Sales/Accounts Receivable) 

 Period 

 Fixed Asset  =   _________Sales________ 

 Turnover   Net Fixed Assets 

 Total Asset   = _________Sales________ 

 Turnover   Total Assets 
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Liquidity Ratios 

 Current =    __Current Assets___ 

    Current Liabilities 

 Quick    =   Current Assets – Inventories 

       Current Liabilities 
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Debt –Leverage Ratios 

 Debt   =  Current + Long Term Liabilities 

     Total Assets 

 Debt   = Current + Long Term Liabilities 

    Total Owners’ Equity 

 Times  =  Operating Income (EBIT) 

 Interest   Interest 

   Earned 
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Growth 

 Sales   =   SalesYear 2  -  SalesYear 1 

 Growth    ___________________  X 100 

      SalesYear 1 

 

 Profit   =   Profit Year 2  - Profit Year 1 

 Growth    ___________________  X 100 

      Profit Year 1 

      

      



Financial Profile Reports  

 The Financial Profile Report is a summary of key 

financial information for a company over the last 

five years 

 Includes a Financial Summary page 

 There are also detailed sections for: Assets, 

Liabilities, Capital & Surplus, Reserve Analysis, 

Income Statement, Cash Flow and Exhibit of 

Business and Profitability 



For Regulators Only 

 

Trend and Ratio Analysis by 

Insurer 



Ratio Analysis 

 Evaluate the ratio results by analyzing each 

component of the calculation 

 Understand the industry average in relation to 

the company’s result 

 Understand the company’s historical results 

and put them in context 

Financial Analysis 



 Ratios  

 Gross Prem. 
Written/Surplus 

 Net Prem. 
Written/Surplus 

 Chg. in Net Writings 

 Surplus Aid/Surplus 
 Two-Year Overall 

Operating Ratio 
 Investment Yield 

 Gross Chg. in Surplus 
 Net Chg. in Surplus 

 Liabilities to Liquid 
Assets 

 Gross Agents’ 
Balances/Surplus 

 One-Year Reserve 
Development/Surplus 

 Two-Year Reserve 
Development/Surplus 

 Estimated Current 
Reserve 
Deficiency/Surplus 

 



Ratios (Life&Health) 

 Net Change in C&S 
 Gross Change in C&S 
 Net Income to Total 

Income 
 Adequacy of Investment 

Income 
 Non-Admitted to 

Admitted Assets 
 Total Real Estate & 

Mortgages to Cash & 
Invested Assets 

 Total Affiliated 

Investments to C&S 

 Surplus Relief 

 Change in Premiums 

 Change in Product Mix 

 Change in Asset Risk 

 Change in Reserving 

Ratio  



For Regulators Only 

 

IRIS Ratios of NAIC – Insurance Regulation 

Information System of National  Association of 

Insurance Commissioners (http://www.naic.org/) 

http://www.naic.org/


IRIS Mechanics of Financial Analysis 

 Analysts use history to understand specific causes for 

insolvencies and then tailor their analysis accordingly, e.g., 

deficient reserves, fraud 

 Analysts look for prospective risks, e.g., trends or dramatic 

changes in: premiums, business lines written, or number of 

complaints 

 Financial analysts will utilize regulator only and public 

automated analytical tools designed to provide an integrated 

approach to screening, prioritization and analyzing the 

financial condition of insurers 



European Insurance and 

Reinsurance Federation 
Insurance Europe is the European insurance and 

reinsurance federation. Through its 34 member bodies — 

the national insurance associations — Insurance Europe 

represents all types of insurance and reinsurance 

undertakings, eg pan-European companies, monoliners, 

mutuals and SMEs. Insurance Europe, which is based in 

Brussels, represents undertakings that account for around 

95% of total European premium income.  
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http://www.insuranceeurope.eu/facts-figures/statistical-series/non-life


European Insurance and 

Reinsurance Federation 
http://www.insuranceeurope.eu/facts-

figures/statistical-series/non-life 

The tables are based on annual data collected by 

Insurance Europe secretariat from its member 

associations; except the macroeconomic data (ie 

population, GDP and exchange rates) which are 

taken from Eurostat, the Statistical Office of the 

European Communities, and from national statistical 

offices. 
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European Insurance and 

Reinsurance Federation 
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I. Non-life premiums of  European insurers 

Non-life gross written premiums - 2003-2012 (€m) 

Non-life premiums' market shares by country - 2008-2012 

Non-life premiums per business class 

Motor premiums - 2003-2012 

Motor premiums' market shares by country - 2008-2012 

Accident premiums - 2003-2012 

Accident premiums' market shares by country - 2008-2012 

Health premiums - 2003-2012 

Health premiums' market shares by country - 2008-2012 

Property premiums - 2003-2012 

Property premiums' market shares by country - 2003-2012 

General liability premiums - 2003-2012 

General liability premiums' market shares by country - 2008-2012 

Legal expenses premiums - 2003-2012 

Legal expenses premiums' market shares by country - 2008-2012 

MAT premiums - 2003-2012 

MAT premiums' market shares by country - 2008-2012 

Breakdown of  non-life premiums per business class - 2003-2012 

II. Ratio indicators 

Density: Average non-life premiums per capita - 2003-2012 

Penetration: Non-life premiums to GDP ratio - 2003-2012 

F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators
F:/222/флеш/ONEU/Seminar/Ratio indicators


European Insurance and 

Reinsurance Federation 
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III. Non-life provisions and claims paid 

Total provisions at year end - 2003-2012 

Claims paid - 2003-2012 

IV. Market operators 

Number of  licensed non-life insurance companies - 2003-2012 

Market shares of  the largest non-life insurance groups - 2003 & 2012 

Largest non-life groups on national markets - 2012 

V. Technical accounts 

Earned premiums (net of  reinsurance) - 2003-2012 

Allocated investment return transferred from the non-technical account - 2003-2012 

Other technical income (net of  reinsurance) - 2003-2012 

Claims incurred (net of  reinsurance) - 2003-2012 

Change in other technical provisions (net of  reinsurance) - 2003-2012 

Bonuses and rebates (net of  reinsurance) - 2003-2012 

Net operating expenses - 2003-2012 

Other technical charges (net of  reinsurance) - 2003-2012 

Change in the equalisation provision - 2003-2012 

Balance on the non-life technical account - 2003-2012 

III. Non-life provisions and claims paid 

Total provisions at year end - 2003-2012 

Claims paid - 2003-2012 

F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Provisions and claims paid
F:/222/флеш/ONEU/Seminar/Market operators
F:/222/флеш/ONEU/Seminar/Market operators
F:/222/флеш/ONEU/Seminar/Market operators
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F:/222/флеш/ONEU/Seminar/Market operators
F:/222/флеш/ONEU/Seminar/Market operators
F:/222/флеш/ONEU/Seminar/Market operators
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F:/222/флеш/ONEU/Seminar/Market operators
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F:/222/флеш/ONEU/Seminar/Market operators
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
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F:/222/флеш/ONEU/Seminar/Technical accounts
F:/222/флеш/ONEU/Seminar/Technical accounts
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F:/222/флеш/ONEU/Seminar/Technical accounts
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Insurance data of Organization for 

Economic Cooperation and Development 
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http://www.oecd-ilibrary.org/finance-and-

investment/data/oecd-insurance-statistics_ins-

data-en 
List of datasets 

Balance sheet and income 

Business written in the reporting country 

Commissions 

Gross claims payments 

Gross operating expenses 

Insurance activity indicators 

Insurance business by domestic and foreign risks 

Insurance business written abroad by branches 

Insurance business written in the reporting country 

Insurance companies and employees 

Outstanding investment by direct insurance companies 

 

http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
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http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
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http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics_ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/balance-sheet-and-income_data-00610-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/balance-sheet-and-income_data-00610-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/business-written-in-the-reporting-country_data-00324-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/business-written-in-the-reporting-country_data-00324-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/commissions_data-00325-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/gross-claims-payments_data-00328-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/gross-claims-payments_data-00328-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/gross-operating-expenses_data-00329-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/gross-operating-expenses_data-00329-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-activity-indicators_data-00333-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-activity-indicators_data-00333-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-business-by-domestic-and-foreign-risks_data-00330-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-business-by-domestic-and-foreign-risks_data-00330-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-business-written-abroad-by-branches_data-00331-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-business-written-abroad-by-branches_data-00331-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-business-written-in-the-reporting-country_data-00332-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-business-written-in-the-reporting-country_data-00332-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-companies-and-employees_data-00327-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/insurance-companies-and-employees_data-00327-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/outstanding-investment-by-direct-insurance-companies_data-00326-en?isPartOf=/content/datacollection/ins-data-en
http://www.oecd-ilibrary.org/finance-and-investment/data/oecd-insurance-statistics/outstanding-investment-by-direct-insurance-companies_data-00326-en?isPartOf=/content/datacollection/ins-data-en


 

№

 

з/

п 

Name of the 

indicator 

Назва 

показника  

Source 

Джерело 

Interpretation of indicator 

Тлумачення показника  

Marina Klyuchko, (Insurance Management Master Students) 

Research tool: Harzings’ Publish or Perish 

Марина Ключко ,(Страховий Менеджмент Магістрів) 

Інструмент дослідження: Harzings’ Publish or Perish 

1. Expense Ratio  

The Total Expense Ratio: The Reality of 

Distribution Fees 'Behind the Mutual 

Fund Curtain‘ John A. Haslem  

University of Maryland - Robert H. 

Smith School of Business 

January 10, 2009 

The percentage of premium used to pay all the 

costs of acquiring, writing, and servicing 

insurance and reinsurance. 

Степень знищення постраждалого об'єкту 

визначається відношенням суми виплат 

страхового відшкодування до страхової суми 

постраждалого об'єкту. Вона відображає 

пітому вагу суми відшкодування в страховій 

сумі постраждалого об'єкту. 

2. Loss Ratio 

Miller, Michael J., Richard A. Smith, 

and Klayton N. Southwood. "The 

relationship of credit-based insurance 

scores to private passenger automobile 

insurance loss propensity." EPIC 

Actuaries, LLC (June 2003). Also see 

Bruce Kellison, Patrick Brockett, Seon-

Hi Shin, and Shihong Li,“A Statistical 

Analysis of the Relationship Between 

Credit History and Insurance Losses,” 

Bureau of Business Research, McCombs 

School of Business, University of Texas 

at Austin (March 2003) (2003). 

 

Loss ratio is the ratio of total losses incurred 

(paid and reserved) in claims plus adjustment 

expenses divided by the total premiums earned. 

Являє собою відношення суми понесених 

збитків і витрат з регулювання збитків до суми 

зароблених премій. 



 

№

 

з/

п 

Name of the indicator 

Назва показника  

Source 

Джерело 

Interpretation of indicator 

Тлумачення показника  

Kovaleva Valeriya, (Insurance Management Master Students) 

Research tool: Harzings’ Publish or Perish 

Ковальова Валерія,(Страховий Менеджмент Магістрів) 

Інструмент дослідження: Harzings’ Publish or Perish 

1. Insurance portfolio - 

The total liability of the insurer  for all of the policy. The actual 

number of insured objects or the number of insurance contracts, 

documented in the affairs of the insurer. 

Сукупна відповідальність страховика або перестраховика за 

всіма діючими полісами. Фактичне число застрахованих 

об'єктів або число договорів страхування, документально 

підтверджених у справах страховика. 

2. Insurance coverage - 

The total amount of objects that can be covered in some 

kind of  facultative insurance.  

Загальна кількість об'єктів, які можуть бути охоплені 

тим чи іншим видом добровільного страхування. 



 

№

 

з/

п 

Name of the indicator 

Назва показника  

Source 

Джерело 

Interpretation of indicator 

Тлумачення показника  

Kovaleva Valeriya, (Insurance Management Master Students) 

Research tool: Harzings’ Publish or Perish 

Ковальова Валерія,(Страховий Менеджмент, магістратура) 

Інструмент дослідження: Harzings’ Publish or Perish 

3. Cumulative risk ratio - 

Cumulative risk ratio is the ratio of the number of aggrieved 

objects among the objects of insurance, insurance events and 

shows the number of insured accident occurences. 

Коефіцієнт кумуляції ризику являє собою відношення числа 

постраждалих об'єктів страхування до числа страхових подій і 

показує кількість настання страхових випадків. 

4. 

 

 

 

 

 

 

The  damage state of 

aggrieved objects 

 

 

 

 

 

 

- 

The damage state  of aggrieved objects is determined by the 

correlation of the amount of insurance indemnity payments to the 

insurance sum affected objects. It reflects the proportion of the 

amount of compensation in the sum insured damaged facilities. 

Ступінь знищення постраждалих об'єктів визначається 

відношенням суми виплат страхового відшкодування до 

страхової суми постраждалих об'єктів. Вона відображає 

питому вагу суми відшкодування в страховій сумі 

постраждалих об'єктів. 
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5. 

 

 

 

 

 

   

Pay-our rate 

 

 

 

 

 

- 

is the ratio of the amount of insurance indemnity payments to 

the amount received insurance payments. It is used to 

characterize the financial stability of insurance companies. 

Коефіцієнт виплат являє собою відношення суми виплат 

страхового відшкодування до суми страхових платежів. Він 

використовується для характеристики фінансової стійкості 

страхових організацій. 

6. 

 

 

 

 

 

 

 

 

 

 

The average insured value   

 

 

 

 

 

 

 

 

- 

The average insured value per insured object is calculated as 

the ratio of the total value insured of all the objects of 

insurance to the number of all objects of insurance. 

Середня страхова сума на один об'єкт страхування 

розраховується як відношення загальної страхової суми 

всіх об'єктів страхування до числа всіх об'єктів 

страхування. 
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7. The severity of damage - 

The severity of damage is defined as the product of the 

coefficient of inferiority and the ratio of average sum insured. 

Тяжкість шкоди визначається як добуток коефіцієнта 

ураженості і відносини середніх страхових сум. 

8. Level of equity - 

Reflects the financial structure of the insurance company and 

shows how the insurer's assets provided equity. 

Відображає фінансову структуру коштів страхової 

організації і показує наскільки забезпечені активи 

страховика власним капіталом. 
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9. 
The level of insurance 

reserves 
- 

Is one of the most important factors of financial stability, 

shows the share of insurance reserves in the capital of the 

insurance company. 

Permanent capital level - reflects the share of total long-term 

capital assets of insurance companies 

Є одним з найважливіших коефіцієнтів фінансової 

стійкості, показує частку страхових резервів в капіталі 

страхової організації. 

10. 
General working capital 

turnover 
- 

Shows turnover rate of working capital the insurance 

company for the analyzed period. 

Показує швидкість обороту оборотного капіталу страхової 

організації за аналізований період. 
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11. 
General Equity 

turnover 
- 

Shows the turnover rate on equity of insurance organizations in 

the analyzed period and the efficiency of its use. 

Показує швидкість обороту власного капіталу страхової 

організації за аналізований період і ефективність його 

використання. 

12. 
Turnover of invested 

capital 
- 

Shows the turnover rate on invested capital for the analyzed 

period and characterizes the efficiency of the use of funds 

allocated by the insurance organization in the short-term and long-

term investments. 

Показує швидкість обороту інвестованого капіталу за 

аналізований період і характеризує ефективність 

використання коштів, спрямованих страховою організацією в 

короткострокові і довгострокові інвестиції. 
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13. 
Earning capacity of working 

capital 
- 

Reflects the efficiency of working capital management in the 

part of the insurance company to maximize profitability. 

Відображає ефективність управління оборотним капіталом 

страхової організації в частині отримання максимальної 

прибутковості. 

 

 

14. 

 

 

 

Profitability insurance reserves 

 
- 

Shows the efficiency of the insurer of the insurance fund 

(insurance reserves). 

Показує ефективність використання страховиком коштів 

страхового фонду (страхових резервів). 
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