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Abstract

This study examined the relationship between claims payment, loss adjustment and financial
performance of listed insurance companies in Nigeria. It generally delved into background of
the study, taking a look at calamities that befell some insurance companies in Nigeria owing
to the non performance of their statutory duties, while taking a further look at the statement
of problem, as direction to the study, and aim and objectives of the study as well as designing
four research questions with four corresponding hypotheses. Literature was reviewed
conceptually by examining concepts relevant to the subject matter under investigation
including financial performance, claims payment, technological advancement in insurance
claims management, planning and controlling of payments for claims, loss adjustment, claims
investigations and administration, and risk management and claims paymentacapacity;
empirically by ex-raying other methods and findings relevantly related to the“stidy and
theoretically by focusing on the theories adopted for elucidation of the subjectyivatter, vis-a-
vis, innovations theory of profits, risk management and multivariate, Data\were collected
across the 23 quoted insurance companies operating on the Nigeria Stock Exchange as of
January 2020. Thirteen (13) of the insurers were randomly selected from the population on
the basis of old and new generation insurance companies prior t0,2004 recapitalization. The
data were collected for the period of 2011 — 2020 from the ,Nigetian Insurers Association
Digest while the researcher employed longitudinal researéh \@esign on the panel data to
establish sequence of events among claims paymenfsoss adjustment and financial
performance of listed insurance companies in Nigetia The findings showed that net claim,
net premium, underwriting profit and loss adjustritent ‘gxXpenses have significant relationship
with the financial performance of the listed insyrers in Nigeria. The hypotheses showed that
the strength of the positive effect of Net Clainton Financial Performance is measured by the
calculated p-value = 0.0034 at significance lével (o) of 0.05 and also the strength of the
positive effect of Underwriting Profit otwFinancial Performance is measured by the calculated
p-value = 0.0002at significance leveh(e)’ of 0.05. The study therefore concluded that net
premium, net claims, underwriting expenses and loss expenses all have positive relationships
with the financial performance 0f the listed insurance companies in Nigeria, play significant
roles in determining the financial performance of the listed insurers, reflect the companies’
ability to pay claims to thginclients, motivate their employees and enhance the wealth of their
shareholders and alse (mplied that when managed effectively, net premium, net claims,
underwriting profit and |oss adjustment expenses can increase the value of investment which
in turn would lead, to improved financial performance of the listed insurance companies in
Nigeria. The study recommended that from policy formation to policy termination, claim
managers should collaborate with other sections of the insurance companies, closely monitor
other adniihistrative costs as they can affect the profit margins and disrupt the claims process.
Alsonthe) insurance companies should not lose sight of the main reason for their existence,
which 187to return the insured to her pre-loss position by paying legitimate claims.

Keywords: Claims management, Claims payment, Financial performance, Net Claim and
Net Premium.

Word Count: 502
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Chapter One
Introduction
1.1 Background to the Study

The insurance industry was shocked to its superstructure when various Daily Newspaper
headlines on 4™ April 2021 reported the suspension of the operational licences of two major
insurance companies in Nigeria by the insurance regulatory body, National I%;rance

D

Commission (NAICOM). Finally, on the 28" day of June 2022, the qxe%}y fell as
of the onetime

NAICOM pronounced them proscribed thus bringing an end to an era o

foremost insurance companies in Nigeria!. . @.\

Before the axe fell on these two companies, the Nigerian I&s Association (NIA) which is
the umbrella body of all insurance underwriting a@} insurance industry in Nigeria had
suspended the companies from its membersh@t and few weeks after that, stories made
rounds again that another ‘big’ insg@)company, Industrial and General Insurance

Company also lost its operational li@) .

The reason for these acts fra%th,e two supervisory bodies is the inability of the organizations
to discharge one o@@s tutory responsibilities which is claims payment as they were
unable to settle ‘small claims’ as a result of their high insolvency and liquidity crises
which 1680 yriad of petitions and legal threats from the concerned/aggrieved policy

holde sureds) to the two supervisory bodies?.

However, technically an insurance firm’s underwriting department sound is, no matter how
faultless the customer care and marketing departments are, such organization cannot stand
where it labours to pay reported genuine claims. This thus underscores the crucial fact that
the claims department of an insurance organization is the engine room of the organization
because it can sink it or keeps it afloat, hence, claims payment has a huge impact on the

1



performance of an insurance organization. Claims handling can make or mar the existence of
the entire insurance organization depending on the personnel, coordinating activities, types of

business underwritten as well as the rates and terms applicable at the underwriting stage.

In a competitive insurance industry, firms® survival is heavily reliant on its financial
capability and management to cover risk, exposures. However, the burden of all financial
activities of an insurer, whether outflow or inflow, is a product of her financial pé@ance.
As a result, financial performance is a pillar of an insurance firm's long-te g&oility. The
financial performance of insurers is a measure of risk-based capital ). Risk Based
Capital however measures the minimum level of solvency requfr@yaw that measures an

insurance firm's financial health and ensures fulﬁllmenté&msurance and reinsurance

obligations by understanding the magnitude of th@pital needs in relation to the level

of risk faced by the firm in managing its wealth<and*obligations. Aside Risk Based Capital,

[ ]
several other indicators could be used s@ch return on assets and return on investment

which seem to emphasize on profit gq@ions on assets or on equity’.

'}

Furthermore, financial perfc@s commonly defined as a company's ability to use assets
to generate revenue S:ﬁ@%’ nd is used to determine whether a firm has a good investment
it

opportunity. In ad{i to enhancing insurers' solvency, financial performance is crucial in
persuadin{%golders and policyholders to provide funds to insurance companies.
Honeral studies have shown that financial performance of an insurance company
strongly depends on her internal and external strengths of management. The internal factors

are concerned with the unique characteristics of an insurer, while external are concerned with

industry and macroeconomic variables?.

In relating claims payment with insurance performance, variables such as net premium

growth, net claims, and loss adjustment expenses as well as underwriting profit are crucial in



determining financial performance of an insurance company to some extent. The amount of
the premium paid and the insurance benefits received by the policyholder influence how
much the insurance company will pay to the insured (customer) in accordance with the
agreement. As a result, a deep interest is shifted upon premium level (net premium growth),
claims management (i.e., net claims, and claims ratio) as well as underwriting portfolio and a
strict risk diversification to curtail the annihilation of an insurer to take advan.ta%%)f the
expertise of reinsurance companies in stabilizing the shareholders’ return. @ﬁicular,
excessive risk exposures and a high degree of increased volatility in thei . %?Q cash flows
put insurers in a worse business situation. Thus, in order to remove the ckanger of insolvency
and further reduce the cost of anticipated bankruptcy, it is necq&@'to consider effective risk
o)

management for its coverage. ¢ \Q

On the other hand, insurance firm as an entity he@ stabilize the economy by insuring or
providing risk mechanisms to various sec .s@ economy, and by doing so, individuals,
businesses, and the government can trapsfer their various types of risk to insurance firms for
effective and efficient management,_JIndividual's fear associated with their businesses and
social lives is removed throl%'u”lsurance by establishing confidence in their various forms of
engagement?. Insur @Qpanies are critical to any country's economy. For example, they
act as finan ia&‘i@termediaries and portfolio managers, create job opportunities, and
contribute to\economic development by, among other things, providing risk coverage,
poo@apital resources, and forecasting. With these, individuals, corporate firms and
government go into contract with the insurance companies for coverage on risk exposures’.
They are expected to pay a certain sum assured, and or periodic payment in form of annuity
called “premium” which could be “leveled” of “un-leveled” stream of annuities and in turn
the insurer pays a claim when such policyholder suffers for exposure(s) or in a case of life

assurance, such claim is paid to the beneficiaries of the policyholders depending on the policy



type and its terms and conditions. It is, in fact, the fear that risk might occur in future that
induces individual and economic institutions to take out insurance policies. With these,
insurance companies sell policies (promises) to people. A policyholder will be compensated
or returned to his former financial position, just before a loss occurred. Therefore, an
insurance policy is a commitment from the insurer to the policyholder to pay for potential
claims in the future in exchange for collecting the premium up front. The prim.ary goal of
insurance is the resolution of claims. Therefore, one of the primary roles Q’l)@surance

companies in an economy can be stated to be the settlement of claims®. ,%\

Furthermore, an insured or policyholder who suffered a genuine 'lgéu%t?lin the meaning and
the scope of his policy, needs not to feel apologetic in purs@?s claim under such policy
against his insurer’. The policyholders approach i q@}in exchange for the payment of
premiums, the corporations agree to be responsi §paying them money should a specific
catastrophe occur within a given time fran@%ﬁ insurance claim is a formal request made by
a client to an insurance provider in O{é@) get compensation for the risk that was assumed.
Situations that result from lownts frequently alert the community of insurers to the
necessity of precautiona stres. However, it is acknowledged that claims are the most

important channels @er ning factor in how customers view their insurer generally*.

\V

Most insu aims are settled routinely between the contracting parties without the
inte@ of the courts or some other third parties, such as an arbitrator’. As a general
principle, the responsibility for initiating the claim and for providing both the liability of the
insurer and the actual amount of the claim rests with the insured, or the claimant. The right of
the insured or the claimant to demand payment can only be enforced after the insured has
complied with all the relevant policy terms and conditions, especially all those policy terms

that are made conditions precedent to the insurer's liability. However, on the occurrence of



loss incident, the first action is to examine the policy details and confirm the circumstances of
the incident are covered and that its period has not yet expired. After confirming the policy is
in order, further processing may follow’. Claim payment therefore is a critical point in the
relationship between an insurance company and its customers, as well as a way of

demonstrating that the years spent paying premiums were worthwhile.

However, claim payment is the most expensive single cost to insurers, accounting ‘f& se to
80 percent of total premiums generated. All managerial actions and decision ing to the
resolution and payment of claims in accordance with the conditions of ?%surance contract
fall under the purview of claims management’. The Claims paynlk\% ocess is however the
way of carrying out the entire claim process, with particular @ﬂ%sis on cost monitoring and

reduction. The insurers' drive to improve client acq 'si}@,expectation, and retention as well
as business insight for product innovation and ﬁroﬁtability is made possible through
claims processing. In order to effect@%a age costs, manage risks, and satisfy
expectations for good portfolio und@ing, claims payment operations must be driven,
accurate, efficient, and effectiv’&{b@claims payment process must strike a balance between
customer expectations an &fficiency. The client expects to be paid quickly, while claims
managers must de@nﬁ hether the claim is payable and the amount is correct by
undergoing e@f’investigaﬁon called “loss investigation or loss adjustment by the adjuster.
The clail@ nager relies on service providers such as assessors, garages, doctors, loss

adjusteD, and investigators, and these service providers may not place the same priority on

clients as the insurer, resulting in customer complaints about slow turnaround times®.

Additionally, enough premium income must be generated to cover underwriting costs and
claims costs. If this fundamental insurance principle is incorrect, an insurer may delay or

struggle to pay claims, which could harm the business's reputation. When claims are not paid



when they are due, policyholders become less confident in the insurers, which makes it more
difficult for them to recruit new customers and has a detrimental effect on the company's
profitability. Claims from prior years typically resurface in succeeding years, making the
insurance industry more complex to operate and making it exceedingly difficult to achieve
profitability. Over the years, the insurance market in Nigeria has seen an increase in
policyholder claims. Also at the end of June 2017, the reported claims in tlle financial
statements of 22 major leading insurance companies showed claims expenses tc@*&l}ﬁer N40
billion as against N34.1 billion in the previous year. This is a 17.3 p c. Q@wth, which
when compared with the 8.76 percent growth in premium inconze&rgked in same periods,
calls for concern. More losses were experienced during post&gé’-w period where clients
claim to have suffered for one event or the other, espec'l@m life assurance as some of the

policyholders were vulnerable to the pandemic. ¢ ¢ldims were paid during the period and
ever in the history of insurance in Nigeria é‘d)\&%}orld at large®.

In the same vein, most insurers were@rdized with the effort of loss adjustment expenses
on financial stability and perfoés{l}e of their firms. Claims ratio is regarded as the ratio that
most influences the leve (')\ﬁtability and this variable is one of the factors behind the
current situation O@Qdustry in Nigeria. The firm is in trouble due to her inability to
manage and @)\cﬁstomer claims. Failure to manage the claims ratio will result in negative
sentimen@o consumers and more waves of claims in the future, in addition to worsening
ﬁna@performance. As an example of poor claims management, the wave of claims began
with an overly long claim process that took up to months to process the claims. Insurers
realize that the prompt, fair, and courteous payment of claims is one of the strategies of
engaging and retaining clients and to remain competitive in the insurance market. Hence,

insurers have special people that investigate claimed losses®.



As a result, claim settlement services are an important factor that distinguishes a good
insurance company from others. It does not imply that an insurer should be overly liberal in
order to exit the market. The risk for the peril insured against is covered once the policy is
issued. When the loss insured against actually occurs, the insured must makes a claim on the
insurer for indemnification of such loss, and admitted genuine claims must be settled
promptly for an insurance company to maintain a good public image'. However., if the loss
does not occur, no payment is made to the insured. As long as the insured Qﬁ% by the
conditions stated in the contract or policy, the insurer is obligated to ¢ . '?Sche insured
(their client) whenever there is loss on the item insured agams[,%ﬂx course, claims are
frequently settled after negotiations between the insured and t @ rer, or parties acting on

their behalf, such as assessors and loss adjusters. \

The first and most important point to make is th@ the insured's responsibility to notify
the insurer of a claim. It is important to n Y %@%e public should understand that insurance
is not a charity. The shareholders of an@rance company, like the shareholders of any other
commercial enterprise, should Xp%% make a profit. However, the policies' interest is to

satisfy their profit motive. '[J%asre clearly in business solely because they are policyholders.

Quite a number of sQiijs have been done on claims and performance of insurance companies.
Further, none Quch former write-ups have spanned a period outside 2018 with even a
samp @less than 10 insurers. However, this research work is carried out, putting into
con&tion, thirteen (13) insurance companies listed on the stock exchange for ten years
spanning year 2011 to year 2020. The implication of claim payment on financial performance
has been defined by many insurance companies. This study is carried out to examine the
relationship between Claims Payment and Financial Performance of Listed Insurance

Companies in Nigeria



1.2 Statement of the Problem

In Nigeria, the attitudes and belief of the people to most Insurance Companies call for
attention, aside the fact that the industry suffers for poor public awareness, some still believe
that the insurance companies are only interested in premium collection, and not settlement of
claims. This is the ‘fact behind poor patronage of the insurance industry. Claims management
process has been a daunting task because of its critical function that touches all aspeg&of the
organization relating to service delivery, exposure to risk, positioning of cor@ﬁtlveness,
fraud management and infrastructural development. But insurance «%ﬁy aims from
previous years usually surfer in succeeding years, which makes}\‘ msurance businesses

challenging and very difficult for profit attainment?®. »&%’\

Furthermore, the basic theory of insurance Claim M nt is that premium income must
be sufficiently able to cover claim cost and Qltmg expenses. If this fundamental
principle is incorrect, an insurer may dela@\h’uggle to pay claims, which could harm the
business's reputation. When this hap t supports the say of uneducated people that the
insurer is only interested in prenwcollection, and not settlement of claims. This is the ‘fact
behind poor patronage of, i Hustry. Nonpayment of claims as at when due reduces the

confidence of the p@ders which in-turn makes it difficult to attract new policyholders,

thus producin @ative influence on the profitability of the insurance company.

Studie @tly conducted in Nigeria among insurance scholars had given quite a number of
revelations with respect to insurance fraud; claims handling process; claim cost and insurers’
performance; among others'. However, paying claims legitimately is a representation of the
delivery of the promise at the heart of the insurance contract, which in fact indicates excellent
claims handling service that is considered as a differentiator that separate them from their
competitors. An excellent claims handling service is an insurance company’s competitive edge

and thus, noted as a service that customer values greatly. However, this research work is



carried out to put into consideration, thirteen (13) insurance companies listed on the stock

exchange for ten years spanning year 2011 to year 2020.

1.3  Aim and Objectives of the Study

The main objective of the study is to assess the functional relationship between derived

claims ratio and financial performance of listed insurance companies in Nigerian while the
specific objectives of the study are to: : ®
'\
i. examine the effect of net claim on financial performance of I\Q% insurance
companies in Nigeria ‘%
ii. determine the influence of net premium on financial per%&w e of listed insurance
companies in Nigeria . 6&
iii. investigate the effect of underwriting %&} financial performance of listed
insurance companies in Nigeria . 4%
iv. examine the relationship between Qs;a\qustment expenses and financial performance
of listed insurance comp&) Nigeria
N
o
i.  In what wa t Claim affect the Financial Performance of listed insurance

comp%@ in Nigeria?

1i.  How“doés Net Premium influence the Financial Performance of listed insurance

Q companies in Nigeria?

iii. In what way does Underwriting Profit affect Financial Performance of listed

14 Research Questions

insurance companies in Nigeria?
iv.  What is the relationship between Loss Adjustment Expenses and Financial

Performance of listed insurance companies in Nigeria?



1.5  Hypotheses

Hol: Net Claim will have no significant effect on Financial Performance of listed

Insurance Companies in Nigeria

Ho2: Net Premium will have no significant influence on Financial Performance of listed

Insurance Companies in Nigeria

Ho3: Underwriting Profit will have no significant effect on Financial Performance(of listed
Insurance Companies in Nigeria . Q?
Ho4: There will be no significant relationship between Loss Adju‘s%‘l Expenses and

Financial Performance of listed Insurance Companies in N@)'\

&>
1.6  Significance of the Study . Q

The benefit of this research work is basically t@% the impact of claims Payment in

competitive advantage and to assist the insitq@ganagement to take immediate measure to

solve the problem. %

In addition, it is a contributioq@%ut in formulating strategy for insurance companies.

The research will also serve a.]sjench mark to conduct deep and professional research on the

research topic area. C)QQ

The results n@e.d from the finding of this study would provide decisions on qualitative
and quantitatiye measures to be used in selecting the real determinants of the insurance
clain@ Nigeria. This in turn, would allow managers, owners, and potential investors
(policyholders) to be better informed about the determinants of the claim management
process and how stakeholders might use these determinants to allocate their resources so that
the insurers in this sector could become more profitable when alternatives are available to
them. This study was designed to benefit students and other researchers that might venture

into future researches in this area.

10



1.7 Scope of the Study

The scope of this study shall focus on the effect of claim payment on financial performance
of listed insurance companies in Nigeria. Insurance industry is a fast growing sub-sector in
Nigeria and as soon, most corporate firms will realize its significance in business survival. In
the study, selection shall be made on the listed insurance companies operating on the floor of
the Nigerian Stock Exchange Market. The study shall however consider net.cl@'&n; net
premium growth; loss adjustment expenses; risk-based capital required; and ses ratio
from the annual report of the listed insurers from between period of 10 \Q 1 -2020) as
submitted to the Nigerian Insurers Association (NIA). This work i@i\(ely limited base on
time constraints, data availability, precision of data and data@m and methodology that
would be adopted which could further be verified b re research. Nevertheless, the

researcher would properly organize the research@ o present dependable results which

can aid effective policy making and 1mple€:@$3 in the industry.

1.8  Limitation of the Study (b‘

There are caveats to this studyN)need to be recognized in order to open opportunities for
additional research. This %; focused on Claims Payment, Loss Adjustment and Financial
Performance of LisQ}hsurance Companies in Nigeria. Therefore, findings of this study are
paramount Qldicator of financial performance, Return on Asset (ROA) specified in this
resea @1 therefore inappropriate for other financial performance indicator assessment.
The data sourcing also has some limitation, the research ensured that data gathered were
appropriate to variables examined in this study and were sourced from Listed Insurance
Companies in Nigeria, while other insurance companies were ignored posing a limitation on

the research.

11



1.9 Operationalization of Variables

Y =f(X)
Independent Variables
X = Claim Payment and Loss Adjustment being measured by the following parameters:

x1= Net Claim (Net_CI)

QP
x2= Net Premium (Net_P) ‘%.\Q?

x3= Underwriting Profit (Underw_P) % -
x4= Loss Adjustment expenses (Loss_Adj) 6&%

Dependent Variables @

Y = Financial Performance (FP) being me@;@)the following parameters:

y1= Return on Asset (ROA) (b‘%'
y2= Return on Equity (ROE) \)

.\
1.10 Operationa@e)@l%n of Terms
Claims Pay eé\l" his involves the appraisal of the claims performance, monitoring of
claims e)%n s, legal costs, settlement costs, compromises and making arrangement for

futu@ments and avoiding error, delay and disputes in the payment of claims.

Claims Ratio: This ratio measures the amount of compensation incurred plus commission
paid by the company in comparison to the amount of its premiums earned and commission

received from reinsurers.

12



Financial Performance: This is the company's financial condition in a certain period both
regarding aspects of fund raising and fund distribution, which is usually measured by
indicators of capital adequacy, liquidity, and profitability, and is an achievement by the

company in a certain period that reflects the level of health of the company.

Insurance Premium: The payment of the insured sum to the guarantor in return for services
for the transfer of the risk of the guaranteed/Insured. In life insurance pre.mia&s are
compensations for the protection provided by the guarantor (insurance con@;} to the

insured (customer) by providing a sum of money (benefits) against th@o 1d age and

death. o
\%

Insurance: This is intended to safeguard a person's, a bus&@ or another entity's financial
security in the event of an unforeseen loss. The i @grees to pay the policy holder a
certain amount of money upon the occurrence q%certain event in return for payments from

the insured (referred to as premiums). < \)

Insured/Policyholder: This is th@y who parts with the premium to buy insurance

satisfaction by transferring 1@)‘[0 the other party known as the insurer.

Loss Adjusters: Lc%ﬁge investigated by adjusters who establish the insurance companies'
responsibilit 1@6 amount of the payout. Insurance companies frequently provide agents
draft autl@ty, allowing them to release payouts up to a predetermined amount, because the

volumeyet claims is frequently insufficient to warrant dispatching a special investigator.

Loss Adjusting: This is the process of investigating, establishing the cause of a loss and
determining whether it is covered by the insurance policy and the submission of its report or

assessment together with recommendations to the insurance company.
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Net Premium Growth: By dividing the Net Premium Difference from the Net Premium

from the previous year, this is calculated as Net Premium Growth.

Profitability: This is a class of financial metrics that is used to assess a business’ ability to
generate earnings compared with its expenses and other relevant costs incurred during a
specific period of time. The profitability of the insurance industry is germane because it is the
essential prerequisite for the survival, growth, and competitiveness of insurance’ @ﬂ, and

the cheapest source of funds. . %

Return on Assets: Returns on assets (ROA) is an indicator of how profitable a company is
[ ”
relative to its total assets. Returns of assets give a manager, ir@t, or analyst an idea as to

how efficient a company’s management is at using its assets&%éenerate earnings.

Risk Based Capital: A set minimum amount of @cy level, the amount of funds needed
to cover the risk of loss that may arifj@g\a esult of deviations (deviations) in the

management of wealth and liabilities. ‘ba%'

Risk Management: This is coNed as a process by which an organization identifies and

.\
analyses threats, exami@e atives and mitigate the threats before they obstruct activities

of the organizatioKd improved profitability.

Q
QQ
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Chapter Two

Literature Review

In this chapter, literatures were established on financial performance; claim payment;
technological advancement in insurance claims management; planning and controlling claims
payment process; general requirements for claims management; loss adjusting, claim
investigations and administrations; claim settled or denied; risk management*al%claim
payment capacity; insurance solvency and claim payment capacity; insu @& financial
liquidity and claim payment capacity; underwriting practice’ contributiﬁ%&claim payment
capacity; asset tangibility and financial performance of insurance»i y} insurance industry
and the Nigerian economy; and brief historical developme%g the insurance industry in

Nigeria. This chapter equally established some theorlﬁxpnovatlons theory of profits; risk

management theory; multivariate theory) to exp @ phenomena in the literature. Several

empirical evidences were established in @ﬁ

supported by the previous studies. '6,

2.1 Conceptual Review %\)

2.1.1  Financial Per o%a%ce

er to see how the study is empirically

Financial per @we is the result of a formal business's financial position that has been
carri%@ the company within a specific time frame. Performance, on the other hand, is an
undeniable factor for the continued existence of business globally, because no business owner
enters the business arena with a setback and loss-control mindset; thus, the sole aim of
entering the business arena is to make profit, and without profit, a business will not be able to
grow and meet some of its short-term obligations and goals'. Financial performance is a
measure of a company's income, profits, and value appreciation as evidenced by an increase in

its stock price. Financial performance can take the form of a description of a company's
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financial condition in a specific position, which includes aspects of fund collection and
distribution that are typically measured by indicators of the company's capital adequacy,
liquidity, and profitability>. Financial performance of insurance companies is typically
expressed in net premium earned, profitability from underwriting activities, annual turnover,
return on investment, and return on equity’. These measures could be divided into two
Qe

Furthermore, most insurance and profitability researchers agree that the ke '@%ator of a

categories: profit performance measures and investment performance measures.

firm's performance is ROA, which is defined as before-tax profits d&%‘}y total assets.
Financial Performance provides dividends and growth to inv% '(policyholders) and
management, while it provides additional security againé’y%olvency to insurers and

regulators*. To investors (policyholders) and insurers p@;mance has a golden ring, whereas
N

to policyholders of a stock insurer, it appears as % -up, and to policyholders of a mutual

company, it is neutral. When it comes to @’

either encourage or try to reduce perfo@ve when regulating rates.

egulatory bodies of insurance companies

Q
In recent times, the performananurance companies has been compared to that of ‘her
sister’ (banking) industréw \?er, for insurance companies to compete profitably with the
banking sector, u% ting practices must be adequately functional®. This suggests that,
among othéégs of the insurance business, underwriting is a key determinant. It also
acce lesertion that Performance is regarded as a very important goal of financial

management because the primary goal of financial management is to maximize the owner's

wealth; as a result, Performance is an important determinant of firms" profitability’.

However, financial performance is generally measured through the use of Return on Assets
(ROA) which is a financial ratio used for measuring the degree to which the firms" assets have

contributed to profits generations. A greater Return on Assets (ROA) shows that the better the
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company's performance, because of the greater rate of return on investment. Return on assets
(ROA) is an indicator of how profitable a company is relative to its assets or the resources it
owns or controls®. Since the percentage demonstrates how well a business uses its assets to
make profits, investors can use ROA to identify promising stock options. A growing ROA
over time shows that the business is successfully increasing profits with each dollar it invests.
A declining ROA suggests that the corporation may have overinvested in assets Ehat haven't

increased revenue, which is a warning the business may be in jeopardy”. Qh)(\

The simplest way to calculate ROA is to divide net income for a giveﬁ%\f)y total assets.
Calculate the average of the starting asset and the ending asset@?ain the total assets.
Falling ROA, particularly for growth enterprises, is a sure wéip% of impending disaster. In

order to increase sales, businesses frequently need t()ﬁ@gigniﬁcant upfront expenditures in
0

assets like inventories, accounts receivable, ion machinery, and buildings. An
organization may become bankrupt and ov r-11§§t in assets that it cannot sell due to a drop
in demand. It may lead to a ﬁnanci?é-%easterm. The rate of return required to decide if
investing in a firm makes seﬁN} dentified by ROA, which is given as a percentage.
Investors can determine t ipany's performance by comparing it to popular benchmark
rates like the cost oficap %d interest rate on debt. Investors might contrast ROA with, for
instance, the i t@xates businesses pay on their debts. A company is not doing well if it is
extracting ‘iue from its investments than it is spending to finance those investments. An

ROA that'is higher than the cost of debt, however, suggests that the business is keeping the

difference!!.

Similar to this, investors can compare ROA to the firm's cost of capital to obtain a sense of the
realized returns on the expansion plans of the business. A corporation should obtain a ROA
that surpasses the costs of capital if it plans to expand or make acquisitions that will add value

for shareholders. If not, those initiatives are probably not worth pursuing. Investors can also
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inquire about how a company's ROA stacks up against that of its rivals and the industry
standard. There is an alternative, far more illuminating method of calculating ROA. If we treat
ROA as a ratio of net profits over total assets, two illuminating factors—net profit margin (net
income divided by revenue) and asset turnover—determine the final result (revenues divided
by average total assets)'?. If the return on assets is increasing, then either net income is
AL
N

Return on Assets (ROA) = (Net Income/Revenue) X (Revenues/Average Togal Qgéts).

>

By increasing its profit margin or, more effectively, by utilising its assets to promote sales, a
[ ﬂ
corporation can achieve a high ROA. assuming a firm has a 24 x ROA. Investors can

increasing or the average total assets are decreasing.

identify whether a profit margin of, say, 6 percent and a.t%&ér of assets of four times, or a
profit margin of 12 percent and a turnover of asset;@%t\lmes, is what is driving that ROA.
Investors can assess whether a firm is qugﬁg up to par by understanding what is
customary in the company's industry. i@ clarifies the various strategic directions that
businesses may take, such as tumin%)%o a high-margin, low-volume rival or a low-margin,

high-volume producer!'.

'\
Also, Return on equi é%sidered as a measure of firms" profitability, which at the same

time can said to @eﬂection of financial performance through profits. Return on equity is a
measure of fitms  profitability of a business in relation to the equity. Return on equity (ROE)
is the@ount of net income returned as a percentage of sharcholder’s equity. Return on
equity, which reveals how much profit a company makes with the money investors have
invested, gauges a corporation's profitability!4. It states that the higher the ratio, Return on
Equity (ROE) will increase the profit growth. Return on Equity (ROE) indicates the
profitability of own capital or often referred to as business profitability. Return on equity

(ROE), along with return on assets (ROA), is one of the all-time favorites and perhaps most
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widely used overall measure of corporate Organizational Performance. Return on equity is
calculated by taking the profit after tax and preference dividends of a given year and dividing
it by the book value of equity (ordinary shares) at the beginning of the year. Average equity
can also be used. Equity would consist of issued ordinary share capital, plus the share
premium and reserves'>. The calculation of ROE can be broken up into three separate ratios,
as follows: . ‘b
ROE = (Net Profit Margin) x (Asset Turnover) x (Equity Multiplier) Q}i\
= (Earnings before Tax/Sales) x (Sales/Assets) x (Assets/Equity‘)%Xax Rate)

The three components, or ratios, can be described (in seque@? profitability, asset
turnover and financial leverage. The ROE can therefo%@ improved by improving

S

profitability, by using assets more efficiently and by, l@ssing financial leverage. Over time
N

it has become clear that improving the ROE ma% ecessarily improve shareholder value.

Although ROE has some appeal becaus€ 1t%‘k

balance sheet (equity), it has some seriquy flaws as a measure of performance. The first and

the income statement (earnings) to the

most obvious issue is that, witlﬁ\t%parameters of Generally Accepted Accounting Practice
(GAAP), the earnings can ate) legally manipulated by adjustments to accounting policy..

The second flaw i@{ E is calculated after the cost of debt, but before taking into

account thi@bwn capital. ROE increases with more financial gearing, as long as the
e

returns e@

inhereny/in increasing the financial gearing beyond a certain level is that the increased

on the borrowed funds exceed the cost of the borrowings!®. The danger

financial risk may cause the value of the company and the share price to fall. Inconsistent

with the economic tenets of creating shareholder value, pursuing a greater ROE may result in

wealth destruction!’.
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The second component of ROE, namely asset turnover, is affected by inflation in such a way
that it may increase even when assets are not utilized better. He reasons that sales
immediately reflect the impact of inflation, whereas the book value of assets, which is a
mixture of new and older assets, does not adapt as quickly to the effects of inflation.!® The
studies in the 1970’s revealed that although the earnings of Standard & Poor’s 400 companies
decreased dramatically during the 1970’s, their ROEs actually increased throug? increased

levels of asset turnover and gearing'®. Qh)(\

2.1.2 Claims Payment ‘%\

Insurance claims are requests made by the insured persons to tl%‘ﬁ? to pay the benefits
agreed upon under a defined policy. It is a demand pla.cng)an individual or organisation
against a loss covered by insurance policy®. Cla'@mem which is a subset of claims
management is essential and vital to an insure@ccess. In order to obtain his rights in the
form of coverage for losses based on a reg;c)}s made or agreed, the insured must submit a
claim to the guarantor. To put it er way, making a claim is a procedure used by
participants to obtain the sum coveértd following the insured's completion of all duties to the
guarantor in the form of @u '\payments made in accordance with the terms of the policy?!.

An insurance clair@insurance extract in which the insurer agrees to pay a specific sum of

money shou@ciﬁc event occur or to indemnify the insured against a loss that may or

may @r in the future?.

The insured risk is the loss that the insurance covers. Insurance is enforceable in court since it
is legally acceptable. He continued by saying that the primary obligations of the insured under
the terms of the insurance contract are to pay the agreed-upon premium and abide by the terms
of the policy, while the obligation of the insurer is to uphold his own obligations and promises

under the policy and to promptly and fairly pay or settle all legitimate claims. In spite of
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everything, a well-managed claim improves customer relationships and aids in regulatory

compliance, fraud prevention, and detection?’.

However, the industry like all other facets of the Nigerian economy is inundated with a
number of problems. There is no disputing that, with the help of the government and the
knowledge of the insurance-buying public, some, if not all, of these issues may be resolved by
insurance professionals. The need to implement insurance plans is typically the las,&(t'@'mg on
the mind of the average Nigerian, despite the fact that both business and dail g contain
risks (both financial and non-financial), many of which can be mitig‘a%kay insurance. A
effective insurance manager must work to keep a productive claim rtment with staff that
is both technically proficient and dependable. It has also been %ﬁ%that since the early 1980s,
a number of firms have adopted the management @%own as TQM (total quality
management), which has aided managers in the settlemént of claims and upkeep of a positive
insurance culture’. But it is the insurer's d(y.t)%'e nd a policyholder in accordance with the
provisions of the policy. He also beli{‘b‘@that the insurance sector suffers when claims are
contested on reasons that are n'é\leﬁ imate. Therefore, insurance providers must make sure

that claims are paid as soo &y become due**.

The claims manaiguigprocess typically has four crucial components: resolving claims,
detecting fr@ering costs and avoiding litigation. Therefore, managing claims include
evalu w well they are performing, keeping an eye on their costs, including legal fees,
settlement costs, and concessions, planning for future payments, and preventing mistakes,
delays, and disagreements while paying claims. 80 percent of all premiums are spent on
claims payment and related handling fees, which is the insurers' highest single expense’.
Hence, claims management includes all managerial decisions and processes concerning the
settlement and payment of claims in accordance with the terms of insurance contract. The

claims process entails some activities, such as verifying that all necessary claim data has been
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gathered and following up with the claimant or third party for any missing documents. It was
argued that claim managers should limit their attention to only the most important claim duties
while still making the best use of their time?>. For insurers to attain operational efficiency and
effectiveness in claim process, they must look directly at implementing modern claims system;
leveraging advanced fraud detection technologies and creating innovation around their self-
service claim processing activities?®. Improved control over the process with.a (Vbiew to
managing and guaranteeing service levels; seamless integration across the end-%‘(& claims
process; greater flexibility within the process to respond to market cha iﬁ?@w capacity
to deliver these across multiple distribution channels to their clier.lts partners are the goals

of those involved in the management of claims?’. @

Q

Additionally, improvements in customer service, dec e@indemnity costs, improved claims
handling and administration, decreased allo%&ss adjustment expenses, improved
operational management, improved enterp@s\g management, increased business agility,
and core brand differentiation are lis 'Qs advantages of an effective claims management
process. A good claim managéﬁilﬁqﬁrocess should be proactive in identifying and paying
legitimate claims, accurate tétmining the reserve associated with each claim, reporting on
a regular basis, ml@ nnecessary expenses, avoiding protracted legitimate disputes,
treating claim t®ﬂ1 care, and handling claims quickly. The claims manual was specifically
created todfe helpful advice on insurance language to use in agency contracts with third-
party suppliers, contractors, or lessees. As a result, it serves as a generalization and offers
suggestions for limitations and coverage. Typically, the claim manual's insurance policy

section provides a succinct overview of individual insurance and should not be regarded as a

replacement for the pertinent policy documents?8.

Insurance fraud, which is defined as a purposeful act committed in violation of a law, rule, or

policy with the intention of obtaining unlawful financial benefits, is correlated with the claim
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30.31.32.33.3435  The term "fraud" refers to an action or

management practices of insurerst®:
inaction that is done with the intent of gaining an unfair or dishonest advantage in business
dealings. This can be done by misappropriating assets, abusing a position of trust or fiduciary
responsibility, or willfully hiding, suppressing, or misrepresenting information that is relevant
to financial decision-making transactions*®. Fraudulently acquiring money from an insurer or
insured by fabricating information or making fraudulent claims is known as insur.ance fraud.
In order to address the rising impact of fraud on insurance costs, insurance fra%'@ﬁlations
are crucial®’ However, the studies of noted two distinct types of . 6@ claims as:
opportunistic and planned/professional. The opportunistic fraud. is tegorized as the most
prevalent insurance fraud within the insurance market®®. Fraud @ every type of insurance,

be it non-life, life and health insurance protection. 'ﬁ‘@arlous types of fraud affecting
insurance companies are: commission rebate, fake‘dé'%entation, collusion between parties,
and misspelling™. C’;\&%

There are four classes of insurance f% hich include: internal fraud, intermediary fraud,
policyholder fraud and insurer ﬂi&d)q'fhe true economic cost of insurance is near impossible
to quantify and to this e artered Global Management Accountant suggested that the
effective anti-fraud §trat ‘Qﬁould include: prevention, detection, response and deterrence*’.
In the meanw 'IQ ix of fraud prevention, detection, and response techniques can help to
build a @r |1 fraud deterrent. For further submission, while a sound ethical culture and
sound ingernal control systems are said to comprise a fraud prevention strategy, the key tools
for detecting fraud include training and experience combined with the necessary mindset that
fraud is always a possibility, and that the tactics to prevent insurance fraud must be integrated
with insurers' operational activities to guarantee the following: ensuring secure information

management; improving operational efficiency; and preventing the spread of information that

could be used to commit fraud. The insurance companies are therefore guaranteed with the
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following when using an assessment technique: fraud prevention at the time of policy
submission; fraud prediction at the intake of claims; fraud identification during adjudication;
fraud discovery by examining patterns in data; fraud investigation more efficiently by
reducing false positives and accelerating the investigation process; and trend visualization to
continuously improve antifraud efforts*!. Claims payment cannot be said to be complete
without considering value of: net claim, net premium, underwriting profit, loss .ad'ustment
expenses. Net claim payments are the value of Gross claims payments net of a@g}ociated
reinsurance recoveries. This comprises reinsurance recoveries that hav .\?@ out or are
anticipated to be paid out solely in connection with clainzs\ t.pave already been
compensated. It generally means a single net amount reflecting @gregation of all amounts

owed by us to the relevant counterparty and payable to us {@ e relevant counterparty?.

Q

A financial year for an insurance company is defined~ds the sum of the unpaid claims at the
end of the year, the claims paid during the(e.r:lj;\aﬁ the unpaid claims at the beginning of the
year, each after deducting the claim a@ts that the reinsurers are responsible for paying as
their part. Also, net premium«&f)%‘?l insurance industry is derived by calculating the
expected present value (P n insurance policy’s benefits, minus the expected Present
Value of future pre@ et premium is a term that can have various meanings*. One, it
refers to thf the premium needed to pay for future losses. Two, it also refers to the
resultin @u t after deducting the agent's commissions from the gross premium. Third, as
used éuarial valuation, it refers to the present expected value of the benefits from a policy
minus the present expected value of all future premiums. Future costs related to keeping the
insurance policy in force are not factored into the net premium calculation. An insurance firm

uses net premiums and gross premiums to calculate its state tax liability**.

The net premium value of an insurance policy is distinct from the policy's gross premium

value, which does account for future costs. As net premium does not consider the expenses to
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be incurred in its calculation, companies usually add them to the net premiums to arrive at the
gross premium. These costs include salaries, taxes, settlement costs, commissions for the

brokers who sold the insurance, and other administrative costs®.

Companies typically
combine fixed costs with an authorized proportion of flat loading to the net premium to
determine their amount**. The predicted Present Value of expense loadings less the
anticipated Present Value of future expenses is the computed difference between net Pgmium

and gross premium. Therefore, when the value of future expenses is lower thaq'ﬁl;e\Present

Value (PV) of those expense loadings, a policy's gross value will be low, ﬁ%net value?’.

The net premium calculation, however, does not account for cos@}s}nesses must decide
how much additional cost they can incur without incurrin&s& Commissions paid to

agents who sell the policies, legal costs related to s%@s, salaries, taxes, secretarial costs,
t

and other miscellaneous expenses are examples ypes of costs that a corporation must
account for. A company can add a fixed @;ﬁ}o costs to the net premium (known as flat
loading), a percentage of the premiu mix of a fixed amount and a percentage of the

premium to estimate permissible*%&qses“g.

'}
As long as expenses do @by proportion to the premium, applying a constant sum will

result in the same{i ion of expenses to premiums when comparing policies with varying
net premiu@ general and legal costs connected to the insurance, as they relate to
commySsi on the premium, will determine which approach to take. The majority of
insurance calculations account for contingencies, such as the possibility that the money
generated by investing the premiums would be less than anticipated. Determine how much an
insurance firm owes in taxes by using net premiums and gross premiums. Insurance revenue
is frequently taxed by state insurance authorities. Tax laws, however, can permit businesses
to exclude expenses and unearned premiums from their gross premium. The claims manual

was specifically created to offer helpful advice on insurance language to use in agency
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contracts with third-party suppliers, contractors, or lessees. As a result, it serves as a
generalization and offers suggestions for limitations and coverage. Typically, the claim
manual's insurance policy section provides a succinct overview of individual insurance and

should not be regarded as a replacement for the pertinent policy documents?.
2.1.3 Technological Advancement in Insurance Claims Management

The insurance industry tends to be slow to adopt new technology for clain&dling.
Recently, the adoption of cloud technology has been high on the list of p 'al@or insurers.

.\

Cloud technology enables flexibility and scalability that is often re§ire to advance with
companies to adopt

other technological advances. For example, to enable the in@é
mobile portals for the creation of claims and audits, the c&gs) management system must be
integrated with a mobile solution®”. And for brok@ lize developed points of effective
and recuperating movement success, they ﬂ@be found near executing current claims

classification or improving their remain‘ingyertions systems, leveraging innovative scheme

detection machineries and inventin nd self-service complete treating™.
2.1.4 Planning and Cont%li;\g Claims Payment Process

The claims handlin@dure might be assessed from two perspectives including operations
and finance. @sments of the amount and distribution of claims are made under the
financi iewpoints. While practical aspects of a claims settlement procedure, such as
procﬁpeed, the number of claims, and the outstanding claims register, are evaluated. It
is clear how crucial this analysis is for the efficient and successful administration and
structure of the claims processing function. A tool for analysis and forecasting claims
handling procedures is claims handling procedures’!. In insurance industry, planning and
controlling of claims are paramount roles to limit cost of claims in insurance companies. The

above two tasks involve managing both human and material resources and organize the
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process from filing the claim requests to the final settlement. That includes performing well

all tasks involved at satisfaction of the customer and limiting costs to the company>2.
2.1.5  General Requirements for Claims Management

The Claims Management Guidelines requires each insurer to develop, document and
implement claims management policies and procedures for all of its lines of business. These
Guidelines take into consideration international standards and best practices an&esses

three inter-related aspects of the claims management function viz: : \QO

a) Market conduct: the ways in which the insurer commun.ic@nd interacts with the

consumers; and &%’\

b) Internal controls: the means to ensure that the prée@lqg)functions work effectively.
These Guidelines and the documented claims po@ and procedures of an insurer will be
taken into account in assessing unreasona .d‘éqy in the settlement of claims by such insurer
for purposes of the Insurance Act 200@n insurer shall include as part of its policies and
procedures, settlement timelin: chg(Q.ims for all types of busineses and shall ensure that

these timelines reflect the pgcipsles of good market conduct?3.

Claims Procedure C) Q

Every Insurance%\tjtution shall:

a) Ensute_that claims settlement procedures are clearly defined and appropriately

@gmunicated to the insured.

b) Set out timelines in its policy and procedure manual within which to settle all
admitted claims.

c) Have a fair and transparent claims handling and claims dispute resolution procedures
in place.

d) Maintain written documentation on its claims handling process.
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e) Inform claimants about procedures, formalities and common timeframes for claims
settlement.

f) Provide claimants with information about the status of their claims in a timely manner.

g) Ensure that Assessors and Adjusters are given independence to operate.

h) Remind clients of their responsibility to promptly notify claims, give all relevant

QO

information, and provide updates as soon as possible. .

1) Give prompt advise to the clients on any requirements concerning the cla%s;\
The insurer shall ensure that the claims settlement process is handle aT mptly and
efficiently and in accordance with the terms of the insurance con.trac nd\company policy. In
accordance with the terms of the insurance contract and comp@licy, the insurer, broker,
or agent shall have internal rules and procedures that 5r@porded for the fair, prompt, and
efficient treatment of claims. Such policies and p@% shall be approved by the Board of
Directors and reviewed and updated perio 1®The insurer, broker or agent shall ensure

that staff are aware of and adhere to th¢se procedures. Timely and accurate infonnation shall

be provided to the policyholde%@gmt at all times®.
Claims Notification N
The notification of %&, may be made in line with the policy conditions, provided that
the claimant shal\%se any fast means of communication to the insurer, designated contact
person or de ent or through the intermediary by:

@960'[ reporting

b) Telephone call

c) Text message

d) Email

e) Fax

f) Letter
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g) Use of social site or website

h) Any other fonn of technology of wide usage.

Provided that where the mode of communications used lacks written evidence, the insurer
shall infonn the claimant of the need to follow up such communications with a letter and/or

completion ofthe appropriate claims form.

Where claims notification (or an incident that may give rise to claims) is re$ by an
intennediary, such notification shall immediately but not later than N g days be
transmitted to the insurer. When a policyholder or claimant reports %sg\, he insurer, broker

or agent shall make available an appropriate claims fonn for t s Of business, with clear

instructions as to how the fonn shall be completed. This sh&%e done within 2 working days

of receiving notification of a claim’. @

When a loss is reported, the insurer, brok@® shall advise the policyholder or claimant
to co-operate in the investigation by @iding the insurer with all relevant information to
ensure timely processing ofth\ﬁgﬁaction. If the insurance institution requires specific
documents from policyho of) claimant when a claim is filed, such as copies of official
documents regardi@os or any other relevant form of evidence, the insurer, broker or
agent shall p \@&a list of these requirements with the claims form. If a broker or agent is
the initia]@n ct for the policyholder, the broker or agent shall forward the completed claims
form toythe insurer within 2 working days from the date of receipt ofthe completed claims
form. An insurer shall respond promptly to notification of a claim. The insurer shall
acknowledge receipt of the claims form within 2 working days. The insurer shall indicate to
the policyholder or claimant the relevant department or contact person to whom all

information or enquiries must be channelled. The insurer's claims department, the broker or
q P
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agent shall be easily accessible. The insurer shall maintain a checklist for all relevant

documents needed. This shall be completed and dated for all claims.

The insurer however, shall advise the policyholder of the consequences of submitting a false
or incomplete statement (which could include criminal prosecution). If a claim involves more
than one insurer on the risk, the lead insurer or broker, where applicable, shall contact the
other insurer(s) within 2 working days of the initial notification. The insurer shalfi@m the
policyholder or claimant if an independent adjuster will be engaged to.c@%’ a survey
and/or an assessment. Where the insurer uses claims adjusters or otheinintermediaries, the
insurer must be satisfied as to their competence and qualiﬁcatioﬂ@l?all use only persons
who are registered for these purposes. The insurer shall hi@m adjuster within 2 working

days from the date of receipt of the completed %}@bl‘m accompanied by all relevant

documentation.
L ] @

The adjuster shall submit the assessme% cga*nage report within ten (10) working days after
receiving the instructionsfrom th@ﬁrer. In large and complex special risk losses, a

specified extra grace peric%ﬁg t be allowed; however, the claimant shall be formally

notified of this exceiio&

of receipt of the agse

idence of concurrence obtained. Within five (5) working days
ent report, the insurer shall notify the claimant as to its acceptance or
rejection o‘f%gaims. In instances where the insurer does not engage the services of an
adj% nsurer shall conduct an investigation into the reported loss within five (5)
working days of receipt of a Claims Form accompanied by all relevant documentation. An
Insurance intermediary shall advise the client without delay of the insurer's decision or
otherwise on a claim; and give all reasonable assistance to the client in pursuing his claims
provided that, the intermediary shall not take up recovery assignment on a policy contract

which has not been serviced through him or shall not work as a claims consultant for a policy
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which has not been serviced through him. An insurer shall not settle an insurance claims in
which it did not issue the policy or participate as co-insurer in an attempt to entice a
policyholder whose claims was rejected. If an insurer has a genuine reason why such claims

shall be paid, it shall be reported to the appropriate authorities.

Claims Processing
On receipt of a claim, the insurer shall establish a claims file which at a minh@ shall

contain the following information:

e
3
a) Policy number;

b) Name of policyholder or claimant; N ,@.\

c) Information on claimants; QQ’&%

d) Description ofthe loss; &\
e) Claim file number; %

f) Claim form; ‘
g) Checklist of all relevant docu@

h) Progress report schedule;
i) Date of loss or acci i

j) Opening da@ ile;

k) Initia @f the claim reserve and any subsequent changes;

1) _R ‘rt%ng date;

r&quest for an adjuster or investigator;

n) Date on which the adjuster's report is received;

o) Electronic and/or paper copy of the adjusters' and/or investigators' reports where
applicable;

p) Dates and amounts of payments;

q) Date of denial, if applicable;
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r) Reasons for denial or reduced settlement;

s) Name of broker ora gent, if applicable;

t) Documents recording contacts with the policyholder;

u) Documented evidence of agreements or settlements;

v) Claims discharge form and/or acceptance form;

w) Date offile closure; .

x) A record of all communications whether formal or informal; and Q‘&
y) Any other information pertinent to the claim. : QO
The insurer shall update the claims file and document all action.s ta@aﬁs part of the claims
management process in order to be able to address questions,&%\hay arise concerning the
handling and settlement of the claims. If it is determined ,@t e claims is not covered by the
insurance policy ordenied, the insurer shall noti@ olicyholder or claimant in writing

stating the policy provisions, conditions 0 ’@jens on which the claim is being denied.
i;é

This shall be done within a reasonable, titfi€/as quickly as possible. The insurer shall not
dissuade policyholders or cla% m obtaining the services of a solicitor or adjuster

given that the established cl g\processes have been followed but processes or decision not
satisfactory?®. C)QQ

The insurer @) deny a claims without reasonable and comprehensive investigation. The
insurer SI@ k€ep the policyholder or claimant informed of the status of the claims and shall
prov&xplanations for any delay. The insurer shall inform the policyholder or claimant
when it decides to appoint an independent expert (for example, loss adjusters, solicitors,
surveyors) and explain the reasons and role of these persons in the settlement of the claims.
The insurer shall implement a management reporting system to track the timeliness of claims
settlement and other pertinent information. Management shall receive and review periodic

reports which at a minimum shall include:
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1. The age analysis of outstanding claims;

ii.  Claims reported but not yet documented or adjusted;
iii.  Claims reported, adjusted but not yet accepted;
iv.  Claims accepted but not yet paid; and

v.  Adequacy of claims reserving.

Claims Settlement ;&
’8)

When an insurer makes an offer of settlement, the insurer shall disclose t yholder or

.\

claimant the basis used for the offer of settlement. The insurer shall r&tsett e a claims for less
than the amount to which the policyholder or claimant would \'led to receive under the

terms of the insurance contract. After acceptance of iiab&% and an agreement has been
reached between the insurer and the policyholder d@%ﬂt on the amount of the claims, the
insurer shall cause a discharge voucher to be{i&g not later five (5) working days from the
date of acceptance of liability. In the sgoé claims settlement procedures involving other
insurers, the claims shall be settled@% the policyholder or claimant within the appropriate
period while potential dispﬁtes ith respect to subrogation between insurers are being

resolved. The insure: @

effected a copy Of\tIJ

ure that once an agreement has been reached and payment
clease signed by the policyholder or claimant shall be retained in the
policyholdé'l%gaimant's file. Insurers are required to furnish the commission with data on
paid%g (indicating nature of business such as direct, co-insurance and facultative
reinsurance) and outstanding claims (indicating nature of business such as direct, co-
insurance and facultative reinsurance), on quarterly basis. Such information shall be

submitted on or before the 15 days from the end of the quarter>!.

Internal Controls for Claims Management
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There shall be a complete record of each claims transaction which evidences adherence to
this Guideline. An insurer shall have documented internal policies and procedures for the fair,
prompt and efficient handling of claims. Such policies shall be approved by the Board of
Directors and reviewed at periodic intervals. The insurer shall ensure that staff are aware of
and adhere to these procedures. An officer of the insurer shall be responsible for the
maintenance of the policies manual and procedures and shall ensure that the mamial is up-to-
date. Information to be detailed in the policies and procedures manual shall, a@&g}nimum,
include: ‘%.\QO

i.  Clearly defined levels of authority; . ‘6.\

ii.  Claims settlement procedures, including loss estimati(&:eé\hvestigation procedures;

iii.  Procedure for rejecting claims;

iv.  Dispute resolution procedures; @

v. Method for monitoring compli@%‘h claims management processes and

procedures; and '6'
vi.  Segregation of duties in @s department.

vii.  Written internal polgesﬁand procedures for combating fraud associated with claims

as considere %a e for its level of exposure and vulnerabilities'*.

These proceduresx%ggerve to minimise the incidence of fraudulent claims and the resulting
rise in premium." An insurer shall ensure that any of its staff involved in the claims handling
prod@ossess suitable qualifications and/or experience. The insurer, broker or agent shall
provide training on an ongoing basis for its claims staff. An insurer shall ensure that the
internal auditor's function covers review of the claims settlement process and reserving for
claims. An insurer shall establish, implement and update a statistical database to track how

long they take tosettle claims as well as the trends in settlements and expenses. The Senior

Management shall receive periodic reports on the time taken to process claims and
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appropriate action taken where necessary. The Board of Directors shall also receive reports
on a Quarterly basis on claims management. An insurer shall ensure that members of staff in
the claims department are aware of and follow the company's internal policies and procedures
on fraud and are adequately trained to recognize the early warning indicators. An insurer
shall ensure that periodic reviews are done on the claims assessment process. This shall
include revisiting the valuation and assessment basis for certain types of cleiims on an

ongoing basis and having the internal audit department conduct examinations oé'e\process.

An insurer shall establish procedures to detect and prevent the categori hich shall
include but not limited to: ‘6.\
i.  Fraud against the insurer by policyholders @

Q

ii.  Fraud by the Intermediaries against the Insurer ah@policyholder.

iii.  Fraud against the Insurer by its director orﬁ&e on his or her own or in collusion

with parties internal or external to w%

Complaints and Dispute Resolutioncb"é'

Each insurance institution shall%@ 1sh well-documented policies, procedures and processes
for complaint and disput@a@ement to ensure, as far as possible, that such situations are
resolved promptly a@ﬁ%y At a minimum, the procedures shall include:
a) Ackn ment of recerpt of the complaint within 2 working days from the receipt
o@rr spondence.
&tails of how the complainants will be kept informed of the status of their compfaint,
c) Provisions forArbitration Clause in the policy document. It shall be noted that the
Arbitrator shall not be:
i. a former employee ofthe insurer/intermediary;
ii. simultaneously perform other functions which could affect their independence;

and
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iii. Subjected to unnecessary influence or instruction from the insurers/i ntermed
iaries.

d) Information to complainants on how and when to resort to the market's dispute
resolution mechanism and ultimately the Commission's Complaints Bureau as an
alternative dispute resolution mechanism or litigation; and

e) Establishment of the time line for sending a final response in writ.in%t‘o the
complainant. Q}i\

f) Keep record of each complaint received and the measures taken T?&lution“ .
Insurance institutions shall ensure that letters of instructions, Roli 1 ,.Kenewal documents,
contain the complaint handling procedures. Insurance insti‘a&@ shall accept complaints
whether intimated by phone or in writing. An Insh@e Institution shall ensure that

complaints are dealt with expeditiously. It shall b@%ponsibility of the Top Management

to ensure the management of all complaints.” @

Payment of Claims Recoveries (@'

An Insurer shall settle its propottion of the claim on co-insurance, facultative reinsurance or
retrocession obligations tet than ten days from the receipt of the request for refund
(payment) from th@nsurer/cedant where the lead/cedant had settled same. An Insurer
shall submit @‘Commission a quarterly return on all outstanding balances from other
Insurer s@d reinsurers during the preceding quarter, not later than 14 days from the end of
the quaster in the prescribed form by the Commission. Insurer(s) shall settle its/their portion
of a loss adjuster’s fee not later than ten (10) days after submission of the adjuster’s report to
the underwriter(s). Where a lead Insurer pays the fee on behalf of the other co-insurers, the
co-insurers shall reimburse the lead their respective proportion of the fee within five (5)

working days of the settlement of the adjuster by the lead insurer>*.
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2.1.6 Loss Adjusting, Claim Investigations and Administrations

Loss adjusters establish the insurance company's responsibility and the amount of the payout.
Insurance companies frequently provide agents draft authority, enabling them to release
payouts up to a predetermined amount, on occasion, when the volume of claims is not
frequently high enough to warrant sending a special investigator. The claim can be quickly
resolved by the agent, which lowers adjustment costs and builds goodvyill among
policyholders. The amount to be paid is proposed by adjusters after they have d \ned the
insurers' liabilities and have investigated damages, although in some cir: . \g\@s, the claim
committee makes the final decision’!. Payments are typically m?d‘e\‘%rng insurance reserves,
which may have a significant negative impact on insurers' cag@ructures and profitability
margin, therefore the proposed claims are extremely prd@%ﬁc and necessitate a great deal
of deliberation and creativity. Actuarially, insuﬁ@%ompanies typically calculate and

compare the amount of net premium to the i‘l@ttlements because the latter influences the
e

inflows (such as reserves and other rev@ and is anticipated to be closely watched®3. The
replacement cost plans give t n@é@ required to exchange a damaged item for one of
comparable kind and qualit wi%hout taking depreciation into account (the decrease in value

due to age, wear an e@d other factors). Actual cash value insurance covers the cost of

replacing the itenkkeiss depreciation’,

2.1.6.1 C@’lﬁttled or Denied

When@sen‘[ed with a claim, the insurance company either pays the claim or denies it. The
majority of claims are paid, but a small number may be rejected for compelling reasons,
including as that the loss did not actually occur or that it was not covered by the policy. A
loss may not be covered because it was excluded, the policy lapsed, the loss was not within

the scope of the insurance agreement, or the insured violated a policy condition®®. There are
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four main steps in processing a claim, which may vary, considering the class of insurance:

notice of loss, investigation, proof of loss, and payment or denial of the claim. The steps are:

1st step: Notice of Loss

Naturally, notifying the insurance provider that a loss has occurred is the first step in filing a
claim. Most insurance policies stipulate that the insured must notify the firm as soon as
possible so that the company can preserve any relevant evidence for the investig®. The
insurance policy may additionally stipulate that the insured take additional ‘ac'Q%‘)t&o compile

or maintain proof of the loss, such as compiling the names and contac‘t%}s of all parties

involved in an accident. . @”
2nd Step: Investigation of Loss . 4@
An investigation establishes the presence of a 10;@%}1 by the policy, the extent of the
loss, and whether or not policy requirements,(«%e satisfied both before and after the loss
event. A loss will only be covered bys &g& if it happened within the policy period, was

brought on by a covered peril, and % ies with all other insurance contract requirements. If

the insurance was recently purchased or lapsed, it will be crucial to know if the policy was in

.\
force when the loss hap@
3rd Step: Proo%,j,oss

The policyholder may be asked to submit a proof of loss in the third phase, which is a sworn
state@ of the loss's occurrence, its circumstances, whether it was covered by any other

insurance, and its dollar amount.

4th Step: Reservation of Rights
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Sometimes it's unclear whether to pay a claim or reject it. This might be the case if the
insurance policy specifically states that deliberate losses are not covered. However, since it is
unclear whether the insured caused the loss on purpose, the insurance company must wait for
the outcome of the intentionality issue in court. However, in cases where the insured did not
act willfully, the insurance company will frequently pay for the necessary legal defense
because failing to do so may subject the insurance company to a greater liabilit . Since the
insurer is unsure whether the damage is covered, it may go ahead and begin p@& for the
insured's defense but will provide the insured adequate notice of its s.% of rights,
noting that coverage may be rejected if>. If the insurer begarl fu ng) the insured's legal
defense but later stopped, or tried to collect its payment, the c@light find that the insurer
acted in bad faith since it failed to give notice of its resef@ rights. A reserve of rights letter

usually has the following clauses and must contai@ ords "reservation of rights" in order

1. Identification of the policy at iss

to be legally enforceable: . @

2. The relevant policy provisionsand any terms and conditions that may bar coverage

3. The relevant parts of% %omplaint
0

4. The claims tg@

A clear explanatl‘é{lio : The insurer's basis for denying coverage How the defense will be

conducted,‘@ive notice:

@gthe insured has the right to hire his defense counsel

be covered, and

2. That the insurer has the right to withdraw from the defense and the right to assert
other defenses that may become apparent during the investigation or the court process.
3. Of conflicts of interest between the insurer and the insured

4. Appealing a Claim Settlement or Denial.

2.1.7 Risk Management and Claim Payment Capacity

40



Risk management is considered as a process by which an organization identifies and analyses
threats, examines alternatives and mitigate the threats before they obstruct activities of the
organization for an improved profitability>®. Risk management is the act of determining the
loss exposures that an organization faces and choosing the best methods for effectively
addressing these specific exposures. Risk is defined as an event that could have an impact on
a company's ability to achieve its goals. It also contains opportunity and threat'?. Bisk can be
defined as the likelihood that the actual return on investment will differ from Q";Qfojected
return. Risk measures the degree of uncertainty to which an event ma . ed!!. Every
organization places a high priority on risk since it illustrates t}.le s aﬁgn where there is a
quantifiable dispersion in the potential outcomes from any op@”. Risk can be managed

to minimize negative impacts and/or promote positive re‘s;@

Q
The idea of risk management centers on the re ®0n, assessment, and prioritization of
risks as well as the coordinated and prudee.uj&f esources to reduce, monitor, and manage
the likelihood and impact of inap iate occurrences'®. Risk management comprises
detecting, analyzing, assessin&%%itoring, and controlling risks, which improves the
organization's decision-m Process and increases short- and long-term profitability and
competitive advant@@lo ever, in the insurance sector, methods for identifying risks are
employed to @iize chances of discovering risks inherent in the systems, facilities, or
goods. T ‘§€[hods are broadly categorized as inductive, deductive, or intuitive methods.

The@ers establish a premium that a client would pay in the future if he transferred it to
the business and this is in many forms once they have developed the framework for risks
identification and recognized the amount of risks involved'. Additionally, the amount of the
risk transferred to the insurance company or the number of claims the insurance company has
previously dealt with are partially reflected in the premiums paid by policyholders. The

following factors should be considered when calculating insurance company premiums:
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Expected claims and some loadings, including administrative expenses, agent fees, insurance
earnings, claim settlement expenses, and the insurance company's risk-bearing expense in

absorbing the insured person's uncertainty'.

Due to extensive government regulation interference over a two-decade period, the net
premiums earned in the industry were noticeably high. An insurer does face a wide range of
risks when carrying out their core competencies, such as pricing, underwrith@laims
handling, and reinsurance management. These risks are frequently interconneﬁg.}nd, if not
properly managed, could endanger the institution's ability to achieve arf%(ain its viability.
The effects of risk events can range from direct physical harm to@se'ét effects on people,
ecosystems, or financial or physical assets, as well as effec@%ow society functions and
how people think®. Insurance companies around the w@e taking a global approach to all
the risks they face. Q

Integrated risk management is considered@ﬁmng process in which potential risks are
assessed at all levels of the organiza@nd all results are collated at the business level to
improve decision making®. ﬁ{i%gnal risk management through insurance provides
individuals and corporat i€s with the security and certainty they need to operate in
unbalanced and u@j%ol environments. Because both the insured and the insurance
companies a @ftain about the future, these risks ought to be carefully managed by the
insurance@m if profitability and sustainability are to be reached®’. The underwriting profit
rates@ different insurance businesses may be associated, and the profit from risk
underwriting, risk-based capital, and investment activities are all random variables. This is so
that insurance companies can establish a successful and secure business operation through a

strong and efficient underwriting process.

Additionally, risk-based capital gauges an insurance company's level of financial stability and

ensures that insurance and reinsurance obligations are met by determining the size of the
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capital requirements necessary in relation to the level of risk the company faces in managing
its assets and obligations. Besides Risk Based Capital, there are other indicators that need to

be considered in the Premium (Net Premium Growth) and Loss adjustment expenses>®.

Moreover, the investment of long-term business’ premium into the economy brings about
economic multiplier effect into the economy, and yield investment income to the insurance
companies, and invariably increases their profitability and market share within thg{@@ncial
institution’’. If risk is not managed well, that could lead to collapse of industy<As a result,
risk management should be the primary focus by being integrat‘e%io all business
enterprises' processes, systems, and cultures. Finally, risk managg@i.s\ a proactive system
that analyzes potential risks and establishes policies a@p ocedures to improve an

organization's capacity to avoid or lessen the effect: Q@sk processes. The process through

which an organization can recognize risks, asse&

L]
or maintaining them is known as risk man{ge&'t

thern, and devise methods for minimizing
6

Insurers have integrated the use of @naﬁonal standards into the field in order to attain the
maximum performance possibh)the sector. In order to improve profitability and boost
profits, several insurers @e t?y use risk management practices in their plans. The types of
insurance produq{t' n insurance firm writes determines its risks. In comparison to other
products, &@e substantially reduced insurance risks, whereas others have far larger
insu sts. To improve performance and boost revenues, various publications and

recommendations recommended that established risk management methods be followed

continuously®'.

2.1.8 Insurance Solvency and Claim Payment Capacity
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Solvency is the ability of a company to meet its long-term debts and financial obligations®.
Solvency ratios measure a company‘s ability to survive over a long period of time. Current
and potential investors (policyholders) will be interested in a company‘s financing
arrangements and also its risk. A company that has borrowed money obviously has a
commitment to pay future interest charges and make capital repayments. This can be a
financial burden and possibly increase the risk of insolvency. The solvency. m(%gin is
calculated as ratio of net assets to net written premiums and represents a key in@r of the
insurer‘s financial stability®?. Solvency can be an important measure of . %ealth, since
it’s one way of demonstrating a company's ability to man::tg)e\' .g)perations into the
foreseeable future and if premium is inadequate to cover tl@ims cost and increasing
administrative and marketing expenses, then it may @ct the Investment Fund and
would result into liquidity risk to the insurer an@?will affect future business growth
2
Q)\

A minimum difference between an @r’s assets and liabilities known as the solvency

insurer®3.

margin is imposed by regulator?\&)ls comparable to the capital adequacy standards for the
insurance industry. The m ‘As(fé of an insurance company's capital in relation to all the risks
it has taken is kQVVJIQaS its solvency ratio®. Available Solvency Margin (ASM)
is calculated té\eﬁ(cess of value of assets over that of liabilities. The solvency ratio is the
ratio of t SM amount to that of the required margin. The ratio will be dependent on the
amou@premium collections and on net incurred claims. (Assets, Liabilities, and Solvency
Margin of Insurers) both life and general insurance companies need to maintain solvency

margins®.

While all non-life insurers are required to follow, the regulations as expected are calculated at

four per cent of the reserves (that is the liabilities the insurance company could face) plus 0.3
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per cent of the sum at risk. As a result, composite insurance providers in Nigeria are expected
to maintain a solvency ratio of 1.5(or a solvency margin of 150%)%. The solvency of an
insurance company corresponds to its ability to pay claims. The Solvency ratio is also a way
investors (policyholders) can measure the company‘s ability to meet its long term obligations.
An insurer is insolvent if its assets are not adequate (over indebtedness) or cannot be disposed

of in time to pay the claims arising. Solvency margin is one of the indicators of financial

soundness®’. Qh)(\

The solvency margin is intended to deal with issues that are ty@ unanticipated.
Additionally, it gives insurance company executives flexibility tb@&/er so they may fix
issues and take preventative actions. Ordinarily, an insu&@&company with the requisite

solvency margin is not likely to fail®®. However, %u@ Business is risky in nature and

terrorist attack can create unexpected

there can be no absolute guarantee. Events such ﬁt
liabilities of intense difficulty to anticipat@over. Solvency is demonstrated by showing
that the assets exceed the liabilitiescég'to a large degree the bases are chosen by the
company®®. For supervisory pWs it is not just a question of the assets exceeding the
liabilities, the assets must IE/ exceed the liabilities by a specified margin’®.

An insurance compa@ility to pay claims is directly related to its solvency. The ability of
the corporaﬁ%@ fulfill its long-term obligations can also be gauged by investors
(policyho]@s) using the Solvency ratio. An insurer is insolvent if its assets are not adequate
(over&btedness) or cannot be disposed of in time to pay the claims arising’'. Solvency
margin is one of the indicators of financial soundness. Insurance companies with higher
solvency margin are considered to be sound financially. Financially sound insurance
companies are better able to attract prospective policyholders and are better able to adhere to
the specified underwriting guidelines. By adhering to these guidelines, the insurance

companies can expect a better underwriting result. Therefore, it is expected that the
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relationship between performance and solvency margin would be positive’. A positive linkage
between this variable and the insurers profitability is expected, since the insurer‘s financial
stability is an important benchmark to potential customers’®. The solvency margin is intended
to deal with issues that are typically unanticipated. Additionally, it gives insurance company
executives flexibility to maneuver so they may fix issues and take preventative actions.

Ordinarily, an insurance company with the requisite solvency margin is not likely to fail’.

&

2.1.9 Insurance Financial Liquidity and Claim Payment Capacity . QO
Liquidity is the capacity of a firm to meet the immediate financial obligation, and it is
expressed as current assets to current liabilities. Liquidity ratio fg\\@so?md significant with
returns of assets being proxy of short-term financial pc:sitio@ﬂ%e firm’>. There are many
theoretical reasons for assuming that liquidity directl a@s the profitability of the company.
Liquidity for insurance companies shows the a $

)

which have the nature of operating expens@yment of compensation in case of damage’'.

of insurers to pay current liabilities,

The insurer's main sources of liquidity@de net premium cash flow, investment returns, and

asset sales’s. \)Q)

'}

Most studies in this ﬁ:ld@]uidity as a factor affecting profitability, representing it by the

current ratio (curer ets / current liabilities). Regarding the relationship between liquidity
and proﬁtafﬂ%ginsurance companies, the results of different studies have been different®.
Soma@@ have concluded that there is a statistically insignificant link between liquidity
and profitability for insurance companies’’. While other studies suggest that there are
statistically significant negative links between liquidity and profitability of the insurer’®. There
are many theoretical reasons for assuming that liquidity directly affects the performance of the

company. However, despite the large number of theoretical papers with predictions related to
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liquidity effect on performance, empirical researchers have not made this relation the center of

systematic empirical investigation”.

Another causal mechanism through which liquidity may discipline management is identified
in; if management‘s compensation is tied to current stock prices, then increased liquidity
increases the cost of opportunism to managers by facilitating informed selling or dumping.
The distinguishing characteristic of the causative agency theories is that they predi{b&t the
effect of liquidity on performance will be related to the extent of the agency.co% within the
firm®. In contrast to the agency-based causative theories, it shows that liquidity can positively
affect firm performance even when agency conflicts are absent @thls setting, liquidity
stimulates the entry of informed investors (pohcyholders) wk@&e prices more informative
to stakeholders®?. This feedback effect improves op a;@performance and relaxes financial
constraints. Both effects increase firm’s perfor Q Further, non-financial stakeholders’
decision to stay or go, affects firm’s cash %‘hls is especially helpful when there is a
shaky connection between stakeholder@b‘ the company or when there is a lot of uncertainty
surrounding the cash flow for on projects®®. This is because positive cascades (success or
good news begets more su “A%afill be most valuable in this setting. Feedback theories imply
that the effect of @&y is proportional to the sensitivity of firm operations to the

information @ of stock prices. The relation between liquidity and performance has

received c@i erable attention in financial economics from a variety of perspectives®S.

2.1.10 Underwriting Practice’ contributions to Claim Payment Capacity

Underwriting involves the process of examining the risk brought before the insurer, whether to
accept, moderate before acceptance or reject the risk. If to accept, at what rate of premium to
be accepted, or if to be accepted with moderate, the necessary risk control measures will be

applicable. The procedure isn't complete until all required underwriting documents are
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available for accurate risk documentation, such as medical records that demonstrate the
proposer's overall health or, in the case of life insurance, invoices that demonstrate the worth
of the insured property®’. The underwriter can also examine historical relevant risk data that

can offer pertinent details about the statistical likelihood of a particular type of risk.

Underwriting is the process of evaluating the risks connected with the insurance subject matter
in order to decide whether the risk should be accepted or refused. Underwriting is 't@ocess
by which underwriters evaluate, accept, or reject risks for insurance (reinsura usinesses;
this process also includes determining the insurance periods, terms, and ¢ 1ons, as well as
liability limits, and determining the premium rates®s. Undem’r@ipe skilled insurance
experts who carefully approve applications with Very lovéys exposures to reduce the
consequences of unfavorable risk selection, that are @k for insurance coverage with the
intention of charging premium that is accurately ective of the loss exposures in the pool of

fund, take proper care of the applications, @nuorlng the risk account book carefully®’.

Underwriting, in general, is the proc%%by which a person or an organization accepts financial
risk in exchange for payment.%ﬂzle ractice of having each risk-taker place their name next to

the entire amount of ri k@
niug

term "underwriter) |

re willing to undertake for a certain premium gave rise to the
ers generate profits from underwriting and from investment income.
Their chief‘%\ess is insuring against risks for a profit, and one measure of success is
whet@g is money left after paying claims and expenses®. A expert who can comprehend
the dangers that the underwritten object is exposed to before accepting it is known as an
insurance underwriter. This skill can be acquired through the application of theoretical studies
to the risk as well as through years of dealing with comparable hazards and paying claims on

those exposures®!.
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Underwriting profit is a term used in the insurance industry. It consists of the earned premium
that is still present after administrative costs and loss payments have been made. It excludes
any investment income generated on retained premiums, which is computed as the difference
between earned premiums received by an insurance firm and expenses and claims®’. An
insurer's underwriting income, for instance, would be $10 million if it received $50 million in
insurance premiums over the course of a year and spent $40 million on insurance.cle(libms and
related costs. Profit provision is set so that the present value of the underwritil%'(g}h flows
and investment income on investible equity less income tax payments i e. Q@the present
value of the changes®. The actions conducted by an insurer to deEemg%i;f a potential insured
is insurable, the cost of insurance, and its financial benefits q@}\erred to as underwriting
operations. In all, the key variables highlighted in the de‘f@pn of the underwriting function,

which requires further explanations as used in thﬁ@ are insurance premium, which is

technically referred to as gross written pren@@ underwriting profit*.

The insurance premium or gross wrigté;ﬁremium is the amount of money charged by the

insurer or paid by the insured to?sQ}e the services of the insurance. For underwriters to arrive

at a sound rate for an insu, Bay as premium, the professional adopts a method known as

risk assessment. W@Q insurance applicant submits the proposal form to the insurance

company, tl@he underwriter is to access the information contained therein and make
i

recommer@'

is charged to the insured, according to his or her expectations of loss or risk. The underwriting

s to the company whether to accept the risk or not”. Premium is the rate that

profit is arrived at by adding together the underwriting premium and increment from
investment, deducts income taxes, loading expenses, administrative expenses, and genuine
claim incurred. Underwriting profit is the total net premium earned resulting from fewer
claims expenses incurred by insurance companies®®. Nigeria as a black nation has the

potentially biggest insurance market in Africa, but weaknesses in the industry meant that most
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of the large insurance businesses were managed by foreign companies. Now the domestic
industry is poised not only to penetrate deeper in the local market but to expand to other

regions of Africa®’.

Underwriting capacity is the combination of the retention strength of insurance companies and
the treaty or facultative cover provided by reinsurance companies to support their businesses.
In its No. 5 principle issued in the month of January, year 2017 on Capital’ uacy
management and Solvency margin of insurance companies, the body seriousl%‘nsiﬁed the
principle of adequate technical provisions as the bedrock of a sound healthy capital
adequacy and solvency regime in insurance business operatioﬂs@?ﬁy”. This approach
indicates how the position of advocates of risk-based capitét%ermining the adequacy in
insurance companies, or otherwise of the existi g@s of capital in the industry.
Underwriting capacity of any insurance compan@ financial ability of that company that
determine the limit of risk its shoulderifig. xancial capital is of essence in any viable
business but the peculiar nature of in@e business requires more capital in the context of

Q

underwriting capacity®’.

-
Insurance companies i @ave witnessed positive transformation in recent years arising
from the new refo i\‘ébarked upon by NAICOM. This is enough to say that these reforms
were intend%!marily to reinforce the Federal Government’s Vision 2020 of deepening
insur@zetration in the economy to become the insurance industry of choice among the
emerging markets in Africa, in terms of capacity, safety, transparency and efficiency in
addition. Nigeria would achieve rapid and sustained sound economic growth if it efficiently

embraces its insurance penetration whereby more members of the population buy one or more

of the available insurance policies!®.
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However, the inadequate capital base, dearth of appropriate human capital, poor investment
returns; poor structures of corporate governance; and the absence of risk management
framework are other major problems that have been preventing the Nigerian insurance sector

to impact positively on the economy!'"!

. This is so because an organization’s risk-taking

attitude has aroused numerous researcher’s interests because it concerns the financial interests

of various corporate stakeholders!®. This is significantly important in the financial institutions
[ ]

n%q}{tbhat the

where the protection of the customers is always of the utmost concern. This
insurance companies are bed rock to the survival of economy, therefor . Q@cepting the
risks from insuring public, efficient underwriting measure ne.eds bSe applied so as to
ascertain proper rate of premium and minimize volatility in K@;\Swn business. This is so
because, one of the significant roles of an insurance cb@y is the underwriting process,

including selecting, classifying, and pricing of risk @%ance coverage!®.

The Nigeria environment is very unstab@%td unfriendly for investment do to political
imbalance and current recession, buk{b:gﬁ'ance companies have to invest in the economy
because they are the bedrock o&e)economy. Insurance companies are creators of national
wealth and mobilizer of fi or economic growth. This means that it has become necessity
for insurance compa@s?invest, but Nigeria investment environment is challenging for fixed
income securiti @ insurance companies, with low yields factored by high rate of inflation,
and ex o%e o mark-to-market losses when interest rates rise currently!®. The term
‘inve@’ could be attributed to different business activities, but the common target goal in
these activities is to “employ” the money (funds) during the period of time, seeking to enhance
the investor’s wealth generation!®. Obviously, both insurance and reinsurance business
operators engage their assets in investment to support, and meet up their business liabilities,
therefore, return on investment is all-time determinant factor of their business’ profit

generation. Both insurers and reinsurers companies need to efficiently manage their
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investment risks, and balancing the need to maintain a prudent diversification of their
investments, whose risk is appropriate to the risk profile of their business liabilities, with the

need for adequate and robust investment incomes!®.

The insurance companies mobilize large amounts of financial resources from the premium
paid by the insuring public and use part of the funds to invest after official expenses'?’. The
investment officers of publicly manage insurance companies are usually battlin. %ﬁh the
question of how best to contribute to shareholders value in their companies%%ﬂﬂe authors
scholarly submitted that it is wise enough to manage the investments Of the insurance
companies’ operations independently, as if they were a closed-e‘h@s}men‘[ company that
happens to be funded by insurance underwriting activities@Eor insurance companies to
survive and unravel the threat of competitive envir@@s imperative enough for them to

invest their long-term business premium into the ¢conomy wisely. And that there is an

operational problem of determining an ef@\‘v&ﬁay of evaluating organizations’ investment
returns, and the compounded rate of @ﬂows should be more than that of cash outflows
for insurance companies to avo%erating capital at a costly amount'!?, It is further stressed
that the amount of investi nds generated by insurance companies at times depends on
external factors, for instarice, the efficiency of the judicial system in processing settlement of
claims'!!, 6\'

In N@Qe Insurance Act of 2003 established in Section 25(1) that “an insurance company
shall at all time in respect of the insurance business transacted by the company in Nigeria,
invest and hold investments in Nigeria assets equivalent to not less than the amount of
policyholders’ funds in such accounts of the insurance company'!2. Therefore, it is better to

invest the insuring public’s funds primarily in defense of the firm’s liabilities and thus support

the investment operations of a company whose principal value derives from its insurance
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activities!'. And that the investment objectives of insurance companies among others are
mainly future safety, liquidity and growth of their business!!*. It is utmost true that these
objectives which form the basis of investment portfolio structure of insurance companies are
based on their liabilities, their operational focus and guidelines of the industry’s stakeholders
which differ from one economy to another and that the insurance companies’ investment
policy should have two basic aims which are: to treat insurance reserves with a sE)ur(ldb fixed-
income portfolio; and earning “abnormal returns” on their surplus in “a res@v\ble and
disciplined” manner. They argued that net investment income ("NII") is e. Q@dicator of a
company's performance and that active efficient management anc{ pogoli? strategies that aim
to generate an increasing but stable NII will increase markq&ggﬁe. Insurance companies
actively participate in government securities, loans, héu&, and real estate development,
among other sectors of the economy, as institutioné@%ors (policyholders)'!>. But because
these money are for long-term contracts ani;@%})m the life assurance market in particular,

insurance companies are able to invest t@

>

Typically, insurance companiesﬁgiye at underwriting profit by adding together the sum of

o the economy!!6.

underwriting premium and, vestment gains, deducts income taxes, loading expenses,
administrative exper@sj%d genuine claim incurred. In summary, underwriting profit is the
total net pre @ned less claims and expenses incurred by insurance companies. Before
1960s, a n@m m 5% underwriting profit provision was allowed as appropriate for most lines
of in&ce companies notwithstanding inadequate theoretical justification. !'7 Insurance
companies should see underwriting profit as the utmost concern within the limitation of
regulations, in both real and threatened situation. Insurance companies can continue to exist
even in the absence of any underwriting profits and still perform better than those that are

simply acting as investment trust companies!'®. Any insurance company operating in an
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unfavorable business environment with constraints on its business operating policies, the

constraints are arrived at through experiences and intuitions'"”.

The total profit for an insurance company is roughly the sum of underwriting incomes plus
investment gains less taxable income'?. Accordingly, the shareholders fund and the premiums
earned, another factor that adds to the profitability of the company is investment income. The
investment income of an insurance company include the sum of interest, dividenﬂ®lized,
and real estate income plus capital gains realized'?!. The money earned fmm% tment can
be used for reinvestment, and adding more to the company’s profit mar n.\Companies can
make an overall profit with healthy investment, even if underwrith)@r?ess is at negative!%,
Although, a certain percentage of it which depends on how m@& e investors (policyholders)
contributed is distributed among the sharehol I‘@ﬁd also, negative underwriting
performance can lower income taxes by offsetting otherwise taxable investment gain'?% 123,
Therefore, it is worthy to know for the in@\e companies that if the premiums realized to
surplus ratio increases, then the invest@‘gain on assets will be likely to reduce because, the
percentage of un-invested assets«@nating from the insurance business operations, such as
cash flows and agents’ ba Wil tend to increase, and with a higher premium to surplus
ratio the element O@Q the company’s equity becomes more and this would have to be
compensated r@ more conservative investment policies'?*. However, the negative effect
of investn‘@t income on premiums of insurance companies is expected, which is attributed to
the f&lﬁt the insurance may adjust the underwriting margin as the basis of premiums

according to the gain/loss of their investment to reach a target rate of return on equity'%>.

An insurance company can peacefully and safely write larger risks that would invariably
increase premium volume if the company underwriting results are more attractive, and

favorable. A rise in profit/interest rates produces greater returns on company’s investment
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assets, and this will increase the total returns of the company, provided the returns are not

126 General insurance companies generate

counteracted by lower underwriting incomes
investible funds for two principal reasons; premiums paid in advance and time lag on payment
of claims. The funds generating factors are separated from among lines of insurance business
due to variation in claims payment lag time!?’. Under property insurance business, claims are
settled relatively faster, thus loss reserves are comparatively slower, inherently se.ttlgﬁent of
claim delays under Liability lines of business, this permits the insurance compan%gold and
invest premium balances into the economy for longer period, for these 1i s. ’\%@ness, funds
generating factors are higher compared to property lines of busine.ss%.\
\

2.1.11 Asset Tangibility and financial Performance of In@nce Industry

Many literatures presented a positive relationship b w@sset tangibility and performance.
It is also considered to be the major determinant of a ‘s performance. The most prevalent
defense states that a company's decision to @5§ ebt was made more likely by its high asset
base proportion of plant and equip@@' (tangible assets), which also affects the firm's
performance. A company thaﬂ%g#ains significant investments in tangible assets may

experience financial crisis [ower cost than a company that relies heavily on intangible

assets'?. ( Q)

\V

It is anticipﬁ@t there will be a favorable correlation between asset tangibility and firm
perf Prior research points to the importance of intangible assets on firm value it is
natural to expect that firms with greater intangible assets operate more efficiently ceteris
paribus and thus, have better operating performance!!?. Little is known however about the
effect of intangible assets specifically on insurers. Insurers’ intangible assets would include
brand name, personnel, renewable business, and expertise in claim service and underwriting.

Given the importance of brand loyalty and reputational effects for a financial security product
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like insurance, it would be expected that insurers with greater franchise value would have a

competitive edge!'3’.

Literature has shown that growth rate has several explanations for the positive association
between growth and firm’s performance. Growth facilitates all the way to the implied
opportunities for investments in new equipment and technologies that upgrade the production
process as a whole!3!. He also uses geometric mean of annual percentage increase ’1@&5 as

a surrogate for growth rate. In addition, an asset's growth rate between two pri@%ﬁnts can be

Where: ) QQ}&

GRT = Growth rate Q@
AT = Asset Tangibility %
P1 = the early price point < )\&

P2 = the later price point (b‘%'

calculated using the following formula:

GRT = ATP, — ATP, / ATP;.

Similarly, when managing ﬁﬁcex%rom year to year, a company can calculate the growth of

its assets both as a r:w&

percentage allows& o put gains in the context of how much money have to be invested to

and as a percentage. Calculating the growth of assets as a

achieve tha . It can either calculate as the total asset growth, or calculate the growth of
partiets to determine which of the assets are performing best. This study indicates that
short term and long term leverage including tax and tangibility have negative correlation with
firm‘s performance while growth, size, risk, liquidity and non-debt tax shield have positive
correlation with firm‘s performance!®. It is critical to understand how that asset can be
expected to behave in the future. A high, stable growth rate is the obvious desired outcome.

Calculating an asset's historical growth rate over a lengthy period of time is one method of
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estimating expected growth. The historical growth rate is a solid predictor of the future growth

rate since an asset may be expected to behave consistently'3?,
2.1.12 Insurance Industry and the Nigerian Economy

The channels through which insurance can positively impact on the economic growth have
been identified in many literatures by different contributors. These include utilizing domestic

savings, managing various risks more effectively, minimizing losses, allocat% mestic
[ ]

capital more effectively, and fostering financial stability!3. ‘:\\QO

Numerous studies have tried to pinpoint the numerous ways that @a’ﬂce might influence

economic expansion. There are three schools of thinking (%&b% nature of the connection

between insurance and economic growth in the it;% e. The first school of thought
N

postulates that insurance leads to economic grc& ile in contrast, the second school of

thought argues that economic growth lea<s It@

third school of thought suggests direc@ relationship between insurance development and

e’development of insurance sector!3. The

economic performance!'3®. Th&\gﬁable empirical evidence on the insurance-growth

relationship has produced fesults. Therefore, a study on the causal relationship between

insurance and econo@c)@o th in Nigeria (1986-2018) uses Vector Error Correction model

(VECM)'¥". ; 6\

In th he co-integration test shows that GDP, premium, inflation and interest rate are
co-integrated when GDP is the endogenous variable. The Granger causality test reveals that
there is no causality between economic growth and premium in short run while premium,
inflation and interest rate Granger cause GDP in the long run which means there is a non-
directional causality running from premium, inflation and interest rate to GDP. This means the
insurance industry contributes to the economic growth in Nigeria as they provide the

necessary long-term funds for investment and while also absorbing risks.!*® The study
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examines the impact of insurance practice on the growth of Nigerian economy. Insurance
premium income, total insurance investment and income of insurance development was used
as determinants of insurance practice. The study employed unit root tests, Johansen co-
integration test and error correction model in data analysis and to determine the short and long
run effect of the model. The study also observed that the insurance premium capital has
significantly impacted on economic growth in Nigeria; that the level of total insurance
investment has significantly impacted on the economic growth in Nigeria; andé;t\there is
causal relationship between insurance sector development and economi r. % Nigeria'3’.
The practice of insurance sector in Nigeria has played a crucial rc:le %e\development of the
economy and in managing the risks of households and firms thl&%’@\the issuance of insurance
policies and mobilizing and transferring funds to the ﬂ@t unit for financing real sector
investment. Similarly, insurance companies affecf@%ic growth by providing protection

for the insured through the channels OfC@I productivity of capital, technological

innovation and savings rate!4%-141.142, '6'

Furthermore, in the research wo ich assessed the insurance market activities in Nigeria
with the view to determini iﬁlpact on economic growth within the period of the study, the

use of insurance de@t}Qvas measured (premium per capita) as a measure for insurance
market activi @eal GDP for economic growth!'®. In addition, it used savings rate and
inflation @t er growth-related control variables. The Johansen co-integration and vector
error&ction approach was used to estimate the relationship between the variables. All the
variables used were stationary at first difference and the result showed a long-term
relationship existing among the variables. The hallmark finding of this study is that the
insurance sector did not reveal any positive and significant effect on economic growth in

Nigeria within the period of study. The outcome demonstrates that Nigeria's insurance market
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is underactive and that, despite the sector's relevance to the country's economic development,

Nigerians have not completely embraced it'#*.

A study was conducted to analyze both the long and short run relationship between insurance
development and economic growth in Nigeria over the period 1986 to 2018. The study used
Error Correction Model (ECM), and found that insurance development co-integrated with
economic growth in Nigeria. That is there is long run relationship between @rance
development and economic growth in Nigeria. The results also show that hyé%&apital and
interest rate both at contemporary and one lagged value has significa sitive effect on
economic growth in Nigeria while physical capital and inﬂa’t@y? negative long run
relationship with economic growth. The results of this study @;@ted significant contribution
of the insurance sector to economic growth in 1% 4. The insurance industry has
continued to play a notable role both in the privatt and public sectors of the Nigerian
)

economy through risk bearing, employm@t}&

investment services. In addition, insu@ industry facilitates innovation within an economy

our, payment of tax and other financial

by offering to underwrite HM s. Productive initiatives are developed through the
coverage of insurance poli 48, Further, the insurance services are capable of risk transfer
services, increase pgodu gy and investment within the economy. Different participants in
insurance E%@“classes of insurance normally pay their consideration/ premium. These
insurers I@e e money, which they then use to cover damages. A portion of these cash is
typically’placed in other uncertain firms or corporations. For instance, the cash could be used
to invest in blue-chip stocks, bringing yearly dividends to the insurance business'#’. Insurance
companies encourage business owners to invest in, grow, and diversify their numerous
enterprises. By doing this, they support the country's overall industrial, commercial, and

economic development'#3,
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Recently, several interesting lines of research have begun to map the specific contributions of
insurance to the economic growth processes as well as to the well-being of the poor. In
particular, several studies have focused on the relationship between insurance and economic
growth. However, no consensus has emerged on the impact of insurance development and
economic growth!#150151 = A study found evidence of bi-directional relationship between
insurance and economic growth while a handful provided evidence of neutrality o.f insurance
and economic growth!>2. In view of the literatures reviewed above, it can be de%&hat the
role of insurance in the growth and development of our economy is crugi .TSQ due to the
sector's significance in the chain of financial intermediation ar.ld &Qilability as a rapid
source of long-term finance for infrastructure projects's?. &%’\Ole of Insurance to the
Nigerian economy is very important, since it facilitate’sﬁkps capacity to operate under a
greater degree of security without the need to se@pital in highly liquid contingency

funds!>. Tt is important to note that the i&:}@gy of insurance means that funds can be
c

invested in the various sectors of th%' my to stimulate a higher level of economic

activity and aid to economic de@%ﬂﬁ'

The role of insurance s it mitigating sudden and devastating occurrences thereby
stimulating econom@%th cannot be over emphasized. Both in developed and developing
countries, 1}%@6 sector contributes to economic growth of a nation. Since the insurance
sector ha@'n s to sectors such as industrial, transportation, agriculture, mining, petroleum
and& both locally and internationally, its relevance to general human activities has

continued to grow for all ages as all categories of risks increase!.

2.1.13 Brief Historical Development of the Insurance Industry in Nigeria
In Nigeria, insurance business behavior can be traced back to the actions of British merchants

in 1874. These British merchants began their insurance business as agents for British
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insurance companies, with marine insurance being their main focus. These Nigerian agents
packaged and organized insurance coverage for imported and exported goods'®®. European
traders introduced the modern insurance business into West Africa in the early twentieth
century to provide financial and economic protection for their businesses. While the
headquarters office was in Europe, all underwriting was done at the metropolitan head office.
Local agents were then appointed to represent their interests in the country. .TléebRoyal
Exchange Assurance opened the first branch office in Nigeria in 1921, follo@y other
British companies. The growth of the insurance industry in the count .%%tially slow,
particularly between 1921 and 1949. This can be attributed to tlle atiye impact of World
War II on trading activities in both the United Kingdom an(&@ria. As soon as the war

ended, business activities gradually resumed, and Nigerfq@surance industry began to show

remarkable growth!>’. @

The African General Insurance Company@\ed, the first indigenous insurance company,
was founded in 1958. Only four (4) Q«é@'twenty-ﬁve (25) firms in existence at the time of
independence were indigenm&%ﬂowing this development, the country saw the
establishment of more i ce companies. As a result, the report of the J.C. Obande
Commission of 196 ijQh resulted in the establishment of the Department of Insurance in
the Federal Mi @r of Trade and later transferred to the Ministry of Finance, was the first
major ste f%egulating the activities of the insurance business in Nigeria. The report also
resul& the passage of the Insurance Companies Act 1961, which went into effect on May 4,
1967. The 1961 Act, which was primarily concerned with the activities of direct insurers,

included provisions for registration and record keeping'®.

Furthermore, Insurance Companies Regulations were implemented in 2017 to facilitate the

implementation of Insurance Act 2003, which classified insurance businesses into different
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classes for registration purposes and relevant forms for record keeping. The 2005 NAICOM
regulation was put in place to shore up the minimum share capital passed by the Act 2003
which was considered to be on the lower side to facilitate the financial strength of the
insurance companies in the country!®. The 2003 Act set a meager N150,000,000 and
N200,000,000 as the minimum capital requirements for life insurance companies and general
insurance companies, respectively. Indigenous Nigerian insurers, such as NICON,.which was

founded in 1977, soon followed!'?°. Qh)(\

0

However, the Insurance Decree No. 59 of 1976 was enacted, combininé%rovisions of the
various laws. Among the provisions of the 1976 Decree were t@j&wing: condition for
authorization of insurers, mode of operation, amalgamatlon @Mransfer, administration and
enforcement, and penalties. The Insurance Decre 59 of 1976 was Nigeria's first
comprehensive law governing and superv1smg t s ance industry. By 1976, the number of
indigenous firms had far outnumbered tha@elgn firms. In 1977, the Indigenous Nigerian

Reinsurance Corporation was estabhslaé;@‘lowever, all these provisions have been modified

as contained in the Insurance A(M&

The National Insuran @mon (NAICOM) was established in the year 1997 and saddled
with the respons1bk regulating and supervising the insurance business in Nigeria. It took
over from fﬂ%rewous regulatory body, the Nigerian Insurance Supervisory Board. The
Fede@%try of Finance issued licenses and oversaw insurance companies before to 1992.
Because of historical concerns over the life insurance industry, Decree 40 of 1988 was passed,
which included provisions for named beneficiaries on life insurance policy documents and the
assignment of life insurance policies. The Agricultural Insurance Scheme was started on
November 15, 1987. The Nigerian Agricultural Insurance Company Limited, which was later

created in June 1988 but later changed to a Corporation in 2005 by the enabling Act 37 of
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2005, was initially responsible for carrying out the Scheme. The Nigerian Agricultural
Insurance Corporation is thus a wholly owned Federal Government of Nigeria insurance
company established specifically to provide agricultural risk insurance coverage to Nigerian

farmers'©2,

The National Pension Commission (PenCom) was established by the Pension Reform Act of
2004 as the body responsible for regulating, supervising, and ensuring th’e@ective
administration of pension matters in Nigeria. The key principles governing the%éion reform
program are sustainability, benefit safety and security, transparency, aceountability, equity,
flexibility, inclusivity, uniformity, and practicability. The most re‘c@&ion Act repeals the
Pension Reform Act No.2, 2004 and enacts the Pension R@;% Act, 2014 to continue to
govern and regulate the administration of the Uni q@gontributory Pension Scheme in
Nigeria for both the public and private sectors'€3. The most recent Act was the Nigerian
Insurance Act of 2003, which recapitaliz@%country's insurance companies. The goal of
insurance sector reforms is to achieve @lidaﬁon, which will result in companies capable of
meeting claims obligations anweting on a continental and global scale. The Insurance
Act of 2003 required insu;Q c'ampanies to increase their capital bases, with February 2004

designated as the c@ce month. Following the recapitalization period, the number of

companies w. @ced from 117 to 103164,

Insur@gnpanies were also required to increase their capital bases on September 5, 2005,
and they were given a maximum of 18 months to comply with the 2005 recapitalization
requirements (From 5th September, 2005 to 28th February, 2007). Following the completion
of the 2019/6 recapitalization exercise, which included a number of consolidations, the
number of insurance companies fell from 103 to 49 as of December 31, 2007. As a result of a

lack of trained manpower, intense competition from superior foreign companies, and a lack of
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adequate and sufficient capital base on the part of indigenous insurance companies, poor
infrastructural development, and the poverty of the Nigerian capital market, indigenous

Nigerian insurance companies were not profoundly entrepreneurial at an earlier stage'®.

The early indigenous Nigerian insurance companies were owned and operated by regional
governments, and their patronage came primarily from the governments that owned them. The
relatively good performance of these regional insurance companies, combineﬂ@.h the
liberalized regime of the day's governments regarding industry regulations,@%ﬂted in the
proliferation of insurance companies. Because of this proliferation, insurance companies have
been tasked with developing and implementing efficient and effet ﬁeﬁ}keting strategies, in

addition to other strategies, in order to meet organizational go@‘}nd objectives!®.

The Nigerian insurance market currently consists@'%\rs and sellers of insurance, as well
as intermediaries (agents) who connect the-t\)\%@%dditionally, the market needs regulators,
representing bodies or groups, consulta\g,' technical advisers'®’. The buyers of insurance
can be segmented as follows: Indiv@% and families, governments (federal, state, and local)
and their agencies, paras%&ultinationals, conglomerates, manufacturing industrial

concerns, small andig@

and hospitality in%s 1¢s, hotels, transportation industry, other corporate bodies, educational

zed industries, banking industry, health institutions, tourism

institution.ﬂ%% energy industry. Buyers can be further segmented for marketing purposes
to s@surer's or insurance agent's strategy. Insurance brokers and agents are the most

common types of intermediaries'®.

The Nigerian insurance market has been described as a brokers market because brokers
currently control over 90% of premium income, leaving less than 10% for insurance agents
and even direct marketing channels used by insurers. In contrast, the banking industry has

emerged as a formidable channel for distributing insurance services, not necessarily as
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intermediaries, but by facilitating a form of direct marketing by insurers. When insurance is
viewed from various forms of its classification, it is always easy to appreciate the social and

economic importance of insurance'®’.

2.1.14 The Role of Insurance Industry

A Risk Transfer and Loss Sharing Mechanism: In this regard, the function of insurance is
in two fold. One is that it is a mechanism for transferring a risk from one indiyidual to a
group. The other involves all group members sharing losses on a known ¢qtitable basis. It is
a method of economic organization that transfers money from the many who bear a particular
risk to the few who are impacted by the risk's occurrenCe v It “makes the financial
consequences of the risk fall lightly on many than falling heavily on few.

A Social and Welfare Device: By compensating{a wctim of an accidental misfortune, the
insurance industry is promoting individual and¢orporate happiness and a healthy society.

It encourages Business Pursuit amd Stability: Insurance has been described as the
“handmaiden of commerce and indystry” and the only business which exist in order to ensure
the survival of all other business”Purchase of insurance product promotes confidence and
eliminates insecurity,and\fear of loss. Without the protection offered by insurance to other
businesses, the modetn economic system, which we operate today, would almost certainly
grind to a halt;eduction of the risk of business venture ensures a better psychological frame
of mind to~enable the entrepreneur concentrate and devote his skill to the improvement of his
business for the benefit of the whole economy.

Insurance Offers Indemnification against Unexpected Loss: Insurance stands as a
guaranteed source of funds when the availability of other sources fails as a result of the loss.

Adequately protected, business need not to face the grim prospects of liquidation, following a
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loss. Also a business entity can be continued without interruption even though the key person
or sole proprietor dies.

Insurance Helps to Mobilize Idle Capital for Investment in the Economy: On the fear of
losing their investments, many investors tie up a substantial amount of capital in idle reserve.
The effect of insurance in this regard is to mobilize these funds and release them for the
development of trade and industry which would probably not have place in the.ab(sglce of
insurance. Scholars from all over the world have attempted to define insurance @'@\on their
personal experiences. Insurance is intended to protect an individual's .\S@s, or other

entity's financial well-being in the event of an unexpected loss.”‘;&:qrding to him, some

types of insurance are required by law, while others are optioqaé% agreeing to the terms of

an insurance policy and paying the premium, the insu'r@n the insured form a contract.

Insurance is a complex subject that involves ecd@ and social devices for dealing with

risks to life and property. It is social in h@%ecause it represents the collaboration of
(o

various individuals for mutual benefit by cotfaborating to reduce the consequences of similar
risks. As every new area of risks, a@ﬁce new insurance package is mounted to take care of

more and more areas of risks; thg insurance industry flourishes'”!.

Furthermore, insura@ga inancial institution that, through a two-party contract, allows the
transfer of fi @' risk from an individual to a pooled group of risks. For a smaller but
certain nt, the insured party obtains a specified amount of coverage against an
uncer;$;§/:nt.11 Similarly, insurance is defined as the identification of a purchaser of an
insurance contract against losses that may occur as a result of the occurrence of specified
types of events following the payment of a consideration known as premium!’?. Insurance
also refers to a contract between an insurer/assurer and an insured/assured in which one party
agrees to assume the risk of another in exchange for a sum of money known as a premium.

Insurance is defined as the business of pooling resources to compensate the insured or
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assured (i.e. the policy holder) in the event of a specified event in exchange for a periodic

consideration known as premium.

Insurance is a mechanism for reducing an individual's or organization's uncertainty by
exchanging or transferring specific risks to the insurer, who provides a form of economic
restoration, albeit partial, to the insured for losses incurred. Insurance is a financial tool used
to transfer or shift risk from an individual or entity to a large group of people \xﬂ\%ﬁace a
similar risk. This is accomplished through a contract with an insurance com h&ﬁnown as
an insurance policy. Under this arrangement, the individual, along wit@ insured, pays a
premium to the insurance company, and the insurance company ag@sgbay the individual a
sum of money (indemnity) if the events described in the poliq@ur. It should be noted that
an insurance contract is typically evidenced by a g@mt known as an insurance policy,
which is typically signed by the insurer or assurercor hi$ agent!”>.
S
In exchange for a steady stream of rer\ns, the insurance industry assists buyers in
organizing their risk. Insurance co@nes offer to pay conditioners an additional sum of
money in the event of a predetermin€d event, such as a natural disaster. To put it another way,
insurance companies cr@v 3@ by pooling and redistributing various types of risk. It
accomplishes this){' lecting liabilities (i.e. premiums) from every person it insures and
distributing che few who truly require them. Theoretically, insurance companies make
mone Q) ways: To begin, they will have to pay enough premiums to cover the expected
payouts over the life of the principle. Secondly, the use of collected premiums to earn

investment returns (the float). Insurance is used to compensate or restore a policyholder to his

or her pre-loss condition!”4,

In exchange for a large, uncertain financial loss, the individual accepts a known cost, the

premium. According to the Nigerian Insurance Act 2003, there are two types of insurance
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businesses in Nigeria: life insurance and non-life (general) insurance. Under Nigerian law, an
insurance company may engage in both activities. As a result, the general insurance business
can be divided into several categories, including fire, accident, oil and gas, contractors all risks,
and engineering risks; marine and aviation, credit insurance, bond, and surety ship, among
others. Life insurance is the second type of insurance business in Nigeria, and it includes
individual life insurance, group life insurance and pension business, health insuran(.:e business,
O
and annuities and that actuarial literature distinguishes three types of life insuran@s}icies: (a)
.
whole life insurance, which provides coverage for a lifetime; (b) term li }g\ﬁnce, which
provides coverage for a set number of years; and (c) endowme?t 1i in§urance, which is a

term life insurance with a savings component!”>. @

In general, life insurance is a risk management tool a d@eans of saving for consumers. The
idea behind insurance is that a group of people w éexposed to similar risks band together
and contribute to the formation of a pool o@%l a person suffers a loss as a result of such
risk, he is compensated from the same @vof funds. As a result, contributions to the pool are
made by a group of people who@%rgeommon risks, and premiums are collected by insurance
companies. Furthermore, ri ntains an element of uncertainty. Human life is threatened by
the risk of death and@it as a result of natural or unnatural causes, diseases, and hazards.
Moreover, lo @age can happen at any time, and losses can be mitigated with insurance.
Asa resul@n introduction to insurance must begin with a firm grasp of the concept of risk.
Man}@rance professionals use the term risk to refer to an insured, a prospect for insurance,
or the peril being insured in this context. They will state whether a specific person or property

is a good risk or a bad risk, indicating that they have evaluated the underwriting characteristics

of that person or property for a specific insurance policy!’¢.
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2.2 Theoretical Framework
2.2.1 Innovations Theory of Profits

The Innovation Theory of Profit was proposed by Joseph. A. Schumpeter, who believed that
an entrepreneur could earn economic profits by introducing successful innovations. In other
words, the innovation theory of profit proposes that an entrepreneur's primary responsibility is
to develop innovations, and profit is provided as compensation for his efforts..{&ation

refers to any new policy that an entrepreneur undertakes to reduce s'e@eall cost of

production or increase the demand for his products. Thus, innovation canrbe classified into
[ ) ﬂ

two categories; the first category includes all those activities wh%;}bd ce the overall cost of

production such as the introduction of a new method&gﬁechnique of production, the

introduction of new machinery, innovative method;@%ﬁzing the industry, etc.!”’.

The introduction of a new good or servic h@rgence or opening of a new market, the
discovery of new raw material sources&e evelopment of a new variety or design of the
product, etc. are all considered faqc)g‘der the second category of innovation. According to
the innovation theory of profit} ag, entrepreneur makes money if his innovation is successful in
lowering the total t@%anufacturing or raising demand for his product. Profits are

frequently obtain%fpr a shorter period of time since competitors copy the innovation, which

makes it no longer be fresh or inexperienced'’.

Q
Earli& entrepreneur was enjoying a monopoly position in the market as innovation was
confined to himself and was earning larger profits. But after some time, with the others
imitating the innovation, the profits started disappearing. An entrepreneur can earn larger
profits for a longer duration if the law allows him to patent his innovation. Such as a design of
a product is patented to discourage others to imitate it. The cost of manufacturing tends to rise

as a result of rising factor prices over time, even though the supply of those factors remains
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constant. On the other hand, with the firms adopting innovations the supply of goods and
services increases and their prices fall. Thus, on one hand the output per unit cost increases

while on the other hand the per unit revenue decreases'”.
The following reasons have led to criticism of the innovation theory of profits:

1. It ignores the element of uncertainty.
2. In addition to innovations, there are many other factors which give rise t(@lts.

3. In modern enterprises, it is the entrepreneur who bears the risl%‘he capitalist as

Professor Schumpeter believes. ‘ @'\

The innovation theory does not take into consideration@gélement of uncertainty as an
important factor giving rise to profits. Since the a@'%\eur would be able to make money
even in the absence of innovations provided@:an predict the future with a reasonable
degree of accuracy insofar as the changes Qﬂ‘i}demand and supply conditions are concerned

5

the major focus should be on unce%iby rather than innovation.. Besides innovations, there

'\

chance profits etc!®, Q’Q

The theory a soées not consider profits as the reward for risk taking. According to Prof.

are several other factors w&h fve rise to profits, for example, existence of monopoly,

Schumpeter, “The entrepreneur is never the risk bearer. The one who gives credit comes to
grief@e undertaking fails." This, however, is not correct, for we know that in the modern
industrial organization, it is the entrepreneur and not the capitalist who bears the entire risk of
business. — Lastly, it has also been said that the function of the entrepreneur is not only to
introduce innovations but also to organize the business in the most efficient manner by

coordinating the activities of the various factors of production. As such, profits are not
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exclusively due to innovations but also due to the superior organizational ability of the

entrepreneur!®!,

2.2.2 Risk Management Theory

In order to reduce, monitor, and control the likelihood and/or impact of unfortunate events or
to maximize the realization of possibilities, risk management entails the identification,
assessment, and prioritization of risks. Effective risk management may have a‘i& ificant
positive impact on all firms, regardless of size or industry'®?. A closer interna on doing
the right things, more efficient use of resources, reduced waste and frau@etter value for
money, improved innovation, and better management of contingé\&ﬁya maintenance labor
are some of these advantages. They also include superior ﬁ&%&performance, a better basis

for strategy setting, improved service delivery, greater ,@petitive advantage, less time spent

fighting fires and fewer unpleasant surprises, ingl likelihood that change initiatives will

succeed, and less time spent on ﬁreﬁghtinei\&

By developing a strategy based o@aﬂy defined risk management techniques and then

integrating them, the theory as;&?that a business uses risk management in a cost-effective
'}

manner. These risk ma@ nt techniques include enterprise risk management, financial

risk management& ional risk management, and strategic risk management techniques'.

N

Technology has disrupted the entire business world and the field of risk management is no
exception. All across the world, companies have been spending millions of dollars in order to
upgrade themselves and use technology in a manner that helps them minimize risks. There
are several advantages to this approach, however, there are also some disadvantages related

to risk management information systems.
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The first drawback of automated risk management information systems is that not all
businesses will find them useful. These technologies are only helpful for businesses that fit a

specific profile. Following are a few characteristics of these businesses:

Companies that have a large number of risks to track benefit from using risk management
information systems. Hence, if a company does not own a lot of movable and immovable
property and does not use several different risk management products, the integrated system

may have limited utility.

If a company does not have to deal with a large number of third party vendors with each
transaction having its own different terms and conditions, the risk management information

system may not be very useful.

If a company does not have its business interests located across different geographical areas
and hence is forced to use different currencies and languages, the risk management system

may be unnecessary.

If the company does not need automated actions to be taken based on certain pre-defined
business rules then risk management information systems may not add value to the business

proposition of the company

The bottom line is that risk management information systems are valuable only for
companies which have a wide variety of complex business interest that span various
geographical areas. For small and medium-sized companies, using simple spreadsheets to

manage the risk seems like the best alternative.

Information systems for risk management can be very expensive. They are frequently offered
for sale as stand-alone programs or as programs that may be connected with the main

enterprise resource planning program. In either case, designing and implementing these
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systems can be time- and money-consuming. To make matters worse, the implementation of
information systems is not a one-time activity. These systems need to be updated every few
months and hence there are significant maintenance costs associated with their purchase.
Also, access to risk management software is often restricted to higher-level employees.
Hence, business stoppages have been reported since employees have to wait for their
managers before performing certain tasks. These business stoppages also cost money and add

to the expense of the software.

Risk management software can be complicated to use and this is one of the reasons
employees have to be trained to use them. Also, if employees leave the organizations, their
replacements have to be trained, this training takes time and also costs money. Hence,
productivity goes down and expenses go up. As mentioned earlier, this makes the cost of
implementing risk management information systems prohibitive for smaller and medium-

sized companies.

Employees must gather data from many organisational departments in the absence of
automation. This aids in connection building and the discovery of behaviors that increase risk
exposure for the organization. The entire data collection and processing procedure is
automated in a risk management information system. In some cases, systems are being
programmed to make decisions based on available data using artificial intelligence. However,
as more and more tasks become automated, employees interact less with the processes and
thus have a lesser understanding of the systems and processes. This is the reason why the
gains from automation often end up being offset by the losses arising due to lower process

knowledge.

Lastly, risk management information systems collate all of the organization’s important data

in one place which creates data security risks. Important data may be compromised if the risk

73



management information system is breached, which could cause serious harm to the business.
Details regarding the assets, employee personal data, financial data are all part of the risk
management information system. Centralization of data brings advantages in the data
processing. However, it also creates a situation wherein the data security of the organization
is jeopardized. The end result is that organizations have to spend large sums of money in
order to protect sensitive data. This ends up adding to the overall cost of having a risk

management information system.

The bottom line is that it is not feasible for every company to have an integrated risk
management information system in place. Since the costs are so high, companies need to
have large-scale operations before they can afford these systems. In the absence of large-scale
systems, it would be better to use spreadsheet-based or lesser sophisticated systems rather

than incurring cost overruns because of investing in the more sophisticated ones.

2.2.3 Multivariate Theory

The multivariate theory examines tWg® or more factors concurrently and then takes into
account how they interact to,antidipate losses in the insurance sector. In order to anticipate
the trends or correlations\of balance sheet and profit or loss account items, commercial
enterprises utilize.advanced regression and time series models. This allows them to foresee
the likely fiitarescourse of events. The ability of insurers to predict future activity is crucial'®>.
This«estithation aids them in avoiding adverse selection, which occurs when people who
purchase insurance are those who have a high likelihood of experiencing serious risks that

result in claims that are higher than the amount of premiums paid!®®.

Previously, insurers calculated premiums using univariate analysis, which only included one
element, such as the insured's age. However, with the development of technology,

multivariate analysis, which takes into account numerous parameters, is now employed to
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obtain the premium. Predictive analytics are now being utilized to decide what additional
information is necessary to receive the premium as a result of this. The outcomes of
predictive analytics demonstrate likely occurrences, with the majority of outcomes indicating

a higher likelihood of the event occurring'®’.

The researcher used the multivariate theory as the main underpinning theory in this research
work. As it is the examination of two or more factors concurrently to predict losseq{@ most
common factors used in the insurance companies are the controllable an ntrollable
factors. Uncontrollable factors like flood, earthquake as well as contrcﬂ% factors such as
the claims handling strategies put in place by claims man'a% re constantly under

examination and are thus good predictors of loss. Upon pred@&& of imminent loss or losses

adequate steps are taken to minimize them. Q@

23 Review of Empirical Studies . \
This section evidently provides the el@ past works, the methodology adopted, the
techniques, and conclusion as wel commendation. These could be employed to verify

the data regarding how claim p%e}nt impacts financial performance.
'}

A study evaluated @ionship of insurance sector development with the growth of
Nigerian econo%\lpetween 2003 and 2020. The study analyzed the time series data by
employing t utoregressive Distributed Lag Model. Thus, findings indicated that insurance
sect(@a%ctivity was a statistically significant determinant of economic growth with
coefficient 0.8092 (p-value = 0.02500.05) while insurance sector total asset was indicated as
a weak and negative predictor of the Nigerian economy with coefficient -0.0919(p-value =
0.4180<0.05). Accordingly, the study concluded that the development that took place in the
insurance sector during the scope of this study significantly promoted growth in the Nigerian

economy and consequently recommended that the Nigerian government should consider
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insurance sector as one of those sectors that are critical to Nigerian economic growth, and
should be so treated by according it same attention with banking sector and other critical

sectors of the economy'®®,

A study investigated the connection or nexus between insurance penetration and economic
growth in Nigeria. Ex-post facto research design is adopted for the study. Secondary data
were sourced from Central Bank of Nigeria (CBN) Statistical Bulletin, National I%Lrance
Statistics and Directory, National Bureau of Statistics, World Bank da , Nigeria
Insurance Digest, and CIA World Fact Book, for the period of fourteen yeats (2004 - 2017).
Data analysis was undertaken using Ordinary Least Square (Oh%ﬁ)ﬂ'ﬂ)d The findings of
the study suggested that insurance (life and non- hfe) pe%@on and claims settlement
impact on economic growth in Nigeria during N considered (2004 - 2017); and
insurance (life and non-life) penetration impact Qly on the economic growth in Nigeria
during the period. The results revealed @D%’ flife insurance penetration and insurance
density had a negative impact on ec@w growth in Nigeria. Nonetheless, life insurance
penetration and claims settlemeﬁv@no significant impacts on economic growth in Nigeria.
The study findings sugg @ft’ﬁongst others that intense effort is essential to entrench the
knowledge and im ortQ f insurance to promote economic growth and growth of the
insurance 1‘1% rough local media, social media, development of new products to meet

the i 1nsur lic needs, and improved customer service strategy'®’

A study explored the impact of non-life insurance industry performance on economic growth
in Nigeria. Insurance penetration is measured through five diverse proxies such as non-life
insurance, savings, expenditures, investment and profits of the insurance industry with their
time-series statistics covering the period 1988 and 2012. The ex-post facto research strategy
and purposive (judgemental) sampling technique were discovered appropriate for the study as

effectively utilised by several intellectuals in the past. Data were analysed using regression.
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The ordinary least square regression was adopted for the testing of the hypotheses. The
outcomes of the study showed that non-life insurance penetration had a substantially positive
effect on the economic growth in Nigeria during the period. Profit and investment are found
to have a positive effect on the economy but statistically insignificant while Savings and
government expenditure have an adverse effect on the economy. The study recommends an
improved modification in insurance products, especially in non-life businesses to availing
clients the chance of choosing from a diversity of products. The stud%%refore,
recommends an increase in the awareness of non-life insurance servic .\?@hpact to be
felt at all levels and to encourage participation'®*, A study re\:ie &}e effects of claims
management on profitability of insurance firms in Nigeria wit&@&\ew to examine the effect
of net claim, expense ratio and loss ratio on the return’ set of listed insurance firms in
Nigeria from 2010 to 2018. Time series annual da@%ollated from financial statement of
account of insurance companies. The d @)analysed via regression analysis which
involved ordinary least square estimat@ nique. The study found that net loss has direct
and significant effect on return %%gcb,‘expense ratio has positive with an insignificant effect

on return on asset and loss ratio_has an indirect with an insignificant effect on return on asset

'\
of quoted insuranceé;@% igeria. It was concluded that, claims management promote

positive inﬂuenc\to insurance companies’ profitability in Nigeria. Thus, insurance
companies ina bid to make profit should not forget the main reason for their existence which
is b@%e insured back to his/her pre-loss position by paying genuine claims. Therefore,
all efforts should be made to pay genuine claims promptly as this increase the confidence of

the general public in insurance and the industry as a whole?’.

A study assessed insurance premium and Nigeria’s economic performance. It aimed at
finding out the relationship insurance premium, investment and assets have with Nigeria’s

GDP. Descriptive statistics, Augmented Dickey Fuller Unit Root Test, Johansen
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cointegration, OLS regression, variance decomposition and granger causality tests were
adopted. Findings revealed that all the series are significant and but not normally distributed.
The correlation matrix shows that there is high and positive correlation between the
independent variables. The results of the unit root tests using Augmented Dickey-Fuller test
show that all the variables do not have unit roots (that is, are stationary) at 5% in their first
differences. The Johansen co-integration result confirms that there is long run felationship
between insurance activities and economic growth in Nigeria. The OLS result@}sts that
93.11 percent of the total variation found in GDP is explained by the p e. %otal assets,

investments and premium of the insurance industry sector while the E- tagistics has a value of

163.1080 which is highly significant at 5% confidence level i@g that insurance industry
play significant role in development of the Nigerian ecb@. The Variance Decomposition
for 10 period indicates that Insurance sector investment s more significant than premium for
most of the periods. However, since premi )ﬁg%sents revenue for the insurance industry it
has positive impact on GDP for all the@gﬂd}while GDP responds positively. This granger
causality result shows that there is @aﬁ‘er causality relationship between insurance premium,
investment and assets have ar'lger causality with GDP. From the findings, it recommends
that insurance business ’Qc)rlties should review its reform policy and ensure that policies
that will strength&u)remium mobilization in Nigeria are put in place. Insurance companies

need to invle%bre of their funds in productive sectors of the economy!'”!.

Q
A s@nvestigated the relationship between insurance sector development and economic
growth in Nigeria using data from 2001 to 2017. The study adopted gross domestic product
(GDP) as proxy for economic growth and the response variable, while total insurance
investment (INV), total insurance premium (PRE), and total insurance claims (CLA) were
used as proxies for insurance sector development and the predictive variables. Secondary

time series data for the variables were sourced from annual reports of Central Bank of
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Nigeria (CBN) Statistical Bulletins and the Nigerian Insurance Digest covering the period
2001 to 2017. The study employed descriptive statistics and multiple regression technique
based on the E-views 9.0 software as methods of data analysis. The empirical results showed
that total insurance investment, total insurance premium and total insurance claims had
positive effect on gross domestic product, proxy for economic growth (total insurance
investment and total insurance premium were significant at 5% level, while tota.l insurance
claims, at 19% level, was not significant). This study has established that the ins(z'gg}e sector
development contributed meaningfully to economic growth in Nigeria. . ﬁv he findings
this study recommended that insurance policies be made ma.nda .for individuals and
business organizations to encourage and protect investors @ell as ensure sustained
economic growth. Besides, the regulatory authorities sh@put in place policies to enforce

transparent and efficient management of funds bﬁ%'%rs; while the latter should diversify

their portfolio of investments to boost retu&&;@f}eir ability in claims payment!®2.

A study was undertaken to establish %‘ pact of insurance receivables on economic growth

using life premium, non-life pfb{ig‘\)l and insurance investment as the proxy for insurance

receivables. The insuranc uStry is one which has strived in the face of economic crisis
and is still striving@w, with so many claims to settle, the insurance industry tends to

invest their i from life and non-life insurance policies so to offset claims, gain
income a@%contribute to the economy. This study hence conducted a research to know
the extemt to which these premiums and investment have impacted on the Nigerian economic
growth. The study used the panel data between the periods of 2008-2017 among six insurance
companies. The panel OLS was used to analyze the data and the hausman test was used to
adopt the random effect result used to interpret the data. The result of the study showed that
the life premium was positively insignificant to economic growth; the non-life premium was

negatively insignificant to economic growth while the insurance investment was positively
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insignificant. This insinuates that the insurance industry has very little impact on the Nigerian
economic growth. Further studies should be carried out by increasing the number of years for

the data, the number of insurance companies and more variables can be added'®>.

An empirical analysis was carried out on insurance investment funds and economic growth in
Nigeria within the period of 2000 — 2015. Insurance is a financial contract and risk transfer
mechanism suitable for managing consequences of insurable risks associated wﬁ@sonal
and business activities. Insurance plays a vital role in the growth of an ecpn%&he study
assessed the contribution of insurance investment funds to economic gro \Nigeria, using
16-years (2000 — 2015) total insurance investment and Gross Dm;i@}rs Product (GDP) data.
Insurance investments have been considered by researchers, %d,e%aics and analysts due to its
importance and consequences on countries’ econo ic@h. However, the impact of total
insurance investment on economic growth in Ni &sing annual data from 2000 to 2015
has not been undertaken. Hence, there@ﬁn wledge gap; and this study filled this
knowledge gap. Secondary data, sour@uom the Central Bank of Nigeria (CBN) Statistical
Bulletin and Nigeria Insurers Eﬂ&e&re used for the study. Pearson’s movement correlation
coefficient and ordinary t“square (OLS) method were used for data analysis and
hypothesis testing @Qﬁ ely. The findings indicated that there is a strong positive
relationship t@ Nigeria“s economic growth and total insurance investment; and there is
a positivescortelation between total insurance investment and GDP in Nigeria. It was
reco&ded that regulation of the Nigeria insurance sector should be enhanced to improve
the sector’s performance and ensure increased total insurance investment in Nigeria economy.
The implication for practice is that formulation of economic policies that enhance insurance

practices and deepening insurance penetration by the government will increase insurance

investment fund'%*.
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A study examined the dynamics of insurance development and economic growth in Nigeria
for the period 1996-2014. Specifically, the study addressed two important issues: the impact
of insurance development on economic growth and the causal nexus between insurance
development and economic growth. The study utilised two techniques: ordinary least squares
(OLS) and causality. The OLS regression estimate revealed that insurance development had
an insignificant effect on economic growth, while the causality estimate showed.a one-way
causation from economic growth to insurance development. The study recomm@%’that the
government should put in place appropriate policies and regulations whi : %%@bring about

sound development of the insurance sector. This would enhance&e.\contribution of the

insurance industry to the growth of the Nigerian economy'®, @

A study explored the effect of insurance indust @rmance on economic growth in
Nigeria. Insurance is a cover from financial loss. Théstudy sought out to examine the impact
of non-life insurance penetration on the eqonogm\

design was adopted for this study. T@eries data for the period 1988-2014 were collated

rowth of Nigeria. The ex-post facto study

from the Central Bank of Niéegia CBN) Statistical bulletin. Data were analysed using
regression. The ARDL bo eSt was adopted in the testing of hypotheses formulated for the

study. The findings|of study revealed that non-life insurance penetration had a positive

and substantg' 1@& on the economic growth in Nigeria during the period. The study

recomme@

designeég/for the low-paid earners as the target which will enhance penetration and deepen the

ong others that life insurance companies come up with life products mainly

market, more awareness is created to improve the participation of product industry and firms
as this will intensify the activities of the insurance industry in Nigeria. Furthermore, it is
recommended that an increased diversification of insurance products mostly in non-life
businesses be embarked upon. For insurance industry in Nigeria to exert a significant and

positive influence on the Nigeria economy, government insurance policies covering
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compulsory insurance for all Nigerian, mainly non-life and, health insurance cover should be

strictly enforced and implemented'®.

The impact of insurance on economic growth in Nigeria was assessed. Insurance is one of the
major non banking financial institutions that mobilize fund for investment for the wellbeing
of an economy. The relationship between and economic growth has been relatively widely
research but with divergent findings. This study is interested in the gap created by{%ﬁrgent
results of the existing studies on the relationship between life and non-life ins premium
and economic growth in Nigeria. The study used secondary data obtaiﬁm the different

sources including publications Central Bank of Nigeria. T‘h@sﬁhary Least Square

Regression was used by the study for data analysis. The stu%@ld that there is a statistical

evidence of positive relationship but not signiﬁc%@;een non-life insurance economic

growth and negative relationship but also signiﬁ%nt ween life insurance and the economic

growth. The study concludes that the ch@

economic growth positively while lj urance has negative influence on the economic

growth!?’. \)Q)
'}

An empirical study of n@e surance business in Nigeria with interactions between capital

on-life insurance positively influence the

and demand for ‘Rei@ance was carried out. Inverse business cycle nature of insurance
business ne%ges insurance companies to form expectations about the future before risk
can ted. In the expectation, gap between premium payment and claims settlement is
created. This gap however, may be further widening the interactions between adequate capital
and availability of reinsurance. When an insurer cedes risks to a reinsurer, it simultaneously
reduces the variability of its cash flows and its financial leverage. Hence, demand for
reinsurance can be seen as both risk management mechanism and a capital structure decision.
This among other issues provides a need to investigate the nexus between capital and demand

for reinsurance by non-life insurance companies in Nigeria. This study employed longitudinal

82



descriptive research design using stratified sampling technique. The study used Return on
Asset (ROA) as surrogate for capital while product diversification and reinsurance price were
used to denote demand for reinsurance. The study adopted structural equation mode using
panel vector autoregressive framework and Granger causality test. The results demonstrate
that demand for reinsurance by non-life insurance companies in Nigeria is highly dependent
on their availability of capital. This study recommends that non-life insurance com anies in

Nigeria must take into cognisance availability of adequacy of capital before asm@ risks!8,

24 Conceptual Framework ‘é\

Different empirical evidences suggested that claim payment ca %ﬁked with financial

performance of insurance companies. Hence, this study useclﬁﬁ? ‘laim; Net premium; Loss
[ ]

)

adjustment expenses; Risk based capital; and Ex;@@;ﬁo as independent variable while
nt

Return on Asset is the parameter used for depend iable.

1S
X ﬁc')\' Y

Independent Variable% » Dependent Variable

CLAIM PAYMENT

FINANCIAL
PERFORMANCE

(ROA)

(ROE)

Figure 2.1: Claims Payment, Loss Adjustment and Financial Performance
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Source: Researcher (2022)

2.5 Summary of Gaps in Literature Reviewed

This chapter comprises of existing literature which are similar to the present research work.
As outlined in the review of empirical studies, this research has shown that several authors
have studied and addressed the financial performance of of listed insurance companies in
Nigeria generally. For example, studies have been carried out to assess insuranc’e\%}ﬂium

and economic performance in Nigeria'®!. This present study tended to focus n@%ﬁ on claims

payment, loss adjustment and financial performance. ‘%

. "
Similarly, a study carried out an empirical study of non-life 1@3& business in Nigeria
with interactions between capital and demand for reinsu@%é. The study used Return on
Asset (ROA) as surrogate for capital while produo@%\lcaﬁon and reinsurance price were
used to denote demand for reinsurance'*®. 'E@study, therefore, is dissimilar because it
assessed the functional relationship be%@.;]\erived claims ratio and financial performance

of listed insurance companies in Ni%‘b!

.\

is not used in other pfev@t dies.

>

The study adopted adopt e;q}gcto research design to fill the gap of methodology which

QQ

84



10.

11.

12.

Endnotes

M.L, Ibrahim, T. Nyor & L. O. Mustapha, Financial Risk and Financial Performance
of listed Insurance Companies in Nigeria. European Journal of Business and
Management, 12(12), 2020, 143-153.

M., Pjanié¢, N. B. Milenkovic, B. Kala§ & V. Mirovi¢ Profitability Determinants of
Non-life Insurance Companies in Serbia. Ekonomika Preduzeca, 66(5-6), 2018,
333-345.

1., Eugene, Insurance Industry Performance and the Selected Regulatory Instrwments
in Nigeria. Journal of Economics and Finance, 9(6), 2018, 67-77.

M. G. Ajao & E. Ogieriakhi, Firm Specific Factors and Perforinahcéfof Insurance
Firms in Nigeria. Amity Journal of Finance, 3(1), 2018, 14-28.

O. O. Banmore, A. D. Adefulu & G. O. Makinde, Claipns Management and Firm
Performance of Insurance Companies in Nigeria: Moderating Effect of Marketing

Factors. Journal of Economics, Finance and Management Studies, 6(6), 2023,
2974-2984.

T.O. Yusuf, & S. S. Ajemunigbohun, Effectivéness, Efficiency and Promptness of
Claims Handling Process in the Nigerian InSutance Industry. European Journal of
Business and Economics, 10(2) 2015.

G.A. Adegbite, H. O. OlusesiN]. A=Akomolafe & S. Owotutu, Accounting Ratios
Information: An Instrument fox_a Business Performance Analysis. International
Journal of Trend in Scientific.Research and Development, 2(5), 2018, 683-688.

LLL. Akidi, S. K. Wamala,’& B. Mugonola, Determinants of Smallholder Indigenous
Chicken Farmers Market Participation Decisions and Value of Sales in Gulu District.
Journal of Develepment and Agricultural Economics, 10(8), 2018, 271-278.

K., Ambey; Importance of Claims Management in the Insurance Sector. Unpublished
Thesis, 2007~

E@©, Oyerogba & A. S. Gbolagade, The Influence of Risk Management on the
Fypancial Performance of listed Insurance Companies in Nigeria. Research
Application of Thermal Engineering, 6(1), 2023, 12-23.

O., Tarsono, P. A. Ardheta & R. Amriyami, The Influence of Net Premium Growth,
Loss Adjustment Expenses and Risk-Based Capital on the Financial Performance of

Life Insurance Companies. Proceedings of the Annual International Conference on
Accounting Research, 127, 2020.

O.T., Oluwaleye, O. S. Shoyemi & D. G. Edewusi, Effects of Claims Management on

Profitability of Insurance Companies in Nigeria. British Journal of Management
and Marketing Studies, 3(4), 2020, 106-114.

85



13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

S.A., Taofeek, Effect of Claims Payments on Profitability in the Nigerian Insurance
Industry. Advances in Social Sciences Research Journal. 5(4), 2018.

G.E., Oyedokun & F. G. Gabriel, Effects of Claims Management on Profitability of
Listed Insurance Companies in Nigeria. American Journal of Management, 18(5),
2018, 37-45.

S.S., Ajemunigbohun, O. A. Isimoya, & P. M. Ipigansi, Insurance Claims Fraud in
Homeowner’s Insurance: Empirical Evidence from the Nigerian Insurance Industry.
Facta Universitatis: Economics and Organization, 16(1), 2019, 103 — 116.

L., Etale, Insurance Sector Development and Economic Growth in Njgeiia: An
Empirical Analysis. International Journal of Development andy“Economic
Sustainability, 7(4), 2019, 34-48.

S.S., Ajemunigbohun, O. A. Isimoya & P. M. Ipigansi, Insurance Claims Fraud in
Homeowner’s Insurance: Empirical Evidence from the Nigerian,Insurance Industry.
Facta Universitatis: Economics and Organization, 16(1), 2019, 103-116.

Association of Insurance and Risk Managers in Industry and Commerce, Delivery
Excellence in Insurance Claims Handling: Guideto~Best Practice. London: AIRMIC,
2009.

CBN. Central Bank of Nigeria Statistical Bulletin. Online Publication, 2018.

K.O., Onyele & F. Ariwa Risk Transfeydand Growth of Nigeria’s Insurance Industry:
An Empirical Analysis. Amity Jourmnal of Finance, 4(2), 2019, 53-69.

M., Skalska, The Relationship between Insurance Development and Economic
Growth: The Motor Third Party Liability Insurance in the Czech Republic. The 12th
International Days @f Statistics and Economics, Prague, 2018.

O.A., Abassj & M7 A. Obalola, Reinsurance Utilisation and Performance of Non- Life
Business W the Nigerian Insurance Industry: A Mixed Methods Approach. The
Journal'\of\Risk Management and Insurance, 22 (2), 2018, pp. 18-32

G¢By, Oyedokun & E. O. Amafa Claims Payment, Risk Management and Financial
Performance of Selected Insurance Companies in Nigeria. Journal of Insurance and
Financial Management, 6(3), 2022, 81-115.

O.A., Abass Reinsurance Utilisation and Performance of Non-Life Business in the
Nigerian Insurance Industry: A Mixed Methods Approach. The Journal of Risk
Management and Insurance, 22(2), 2018.

E., Nwoji Nigeria’s Insurance Sector Total Premium Reached N508 Billion In 2021

As Claims on Endsars Protest Hits N11 Billion. This Day, https://www.allafrica.com,
2022.

86



26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

B., Chowdhry, S.W., Davies, & B., Waters. Investing for Impact. The Review of
Financial Studies, 32(3), 2019, pp.864-904.

C.A., O'sullivan, G.D., Bonnett, C.L., McIntyre, Z., Hochman, & A.P., Wasson.
Strategies to Improve the Productivity, Product Diversity and Profitability of Urban
Agriculture. Agricultural Systems, 174, 2019, pp.133-144.

D.M., Nuti. Codetermination, Profit Sharing and Full Employment. In Collected
Works of Domenico Mario Nuti, Volume II: Economic Systems, Democracy and
Integration. Cham: Springer International Publishing. 2023, pp. 317-334.

S., Dehm. Outsourcing, Responsibility and Refugee Claim-Making in I@pha s
Offshore Detention Regime. Profit and Protest in the Asylum Indust Press,
Forthcoming), 2019. %

A., Cappiello. The Digital (v) Evolution of Insurance Busme‘@ws American
Journal of Economics and Business Administration, 12( 1)4% Ad-13.

S., Grima, J., Spiteri, & I, Romanova. 4 Steep Frar% Analysis of the Key
Factors Impacting the Use of Blockchain Technology. e Insurance Industry. The
Geneva Papers on Risk and Insurance-Issues a ctice, 45, 2020, pp.398-425.

B., Nayak, S.S., Bhattacharyya, & B., \oorthy. Explicating the Role of
Emerging Technologies and Firm Capabilities towards Attainment of Competitive

Advantage in Health Insurance SerK Firms. Technological Forecasting and
Social Change, 170, 2021, p.1208

P., Fraga-Lamas, & T.M., Fernandez-Caramés. 4 Review on Blockchain Technologies
for an Advanced and Cyber ient Automotive Industry. 1EEE access, 7, 2019,
pp.17578-17598.

D.T., Otley, & A.J. Control Organisation and Accounting. In Management
Control Theory. ge 2019, pp. 101-114.
C.T., Kaya, M., Turkyilmaz, & B., Birol. Impact of RPA Technologies on Accounting

Systems. D({hasebe ve Finansman Dergisi, 82, 2019.

A.B% ali, & S., Gopalakrishnan. Application of Artificial Intelligence and its

view. IOSR Journal Of Humanities and Social Science, 25(4), 2020, pp.55-60.

Pgr d Technologies in the Indian Banking and Financial Industry: An

M., Ronghangpi, & N.D., Roy. Dispute Settlement Mechanism about Claims under
Life Insurance: A Legal Study. Int'l JLL. Mgmt. & Human. Issue 5, 3, 2020, p.25.

H., Ostrowski. Out-of-Court Settlement of Consumer Sales Claims. Kwartalnik Prawa
Migdzynarodowego, 2(I1), 2020, pp.77-95.

H., Chen, D., Yang, J.H., Zhang, & H., Zhou. Internal Controls, Risk Management,
and cash holdings. Journal of Corporate Finance, 64, 2010, p.101695.

P., Gao, & G., Zhang. Accounting Manipulation, Peer Pressure, and Internal
Control. The Accounting Review, 94(1), 2019, pp.127-151.

87



41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51

52.

53.

P.P., Ridanti, & D.H., Suryaningrum. The Effect of Financial Distress, Internal
Control, And Debt Structure on Earnings Management in Companies Registered in

Indonesia Stock Exchange. JASa (Jurnal Akuntansi, Audit dan Sistem Informasi
Akuntansi), 5(3), 2021, pp.458-472.

Y., Li, X., Li, E., Xiang, & H.G., Djajadikerta. Financial Distress, Internal Control,
and Earnings Management: Evidence from China. Journal of Contemporary
Accounting & Economics, 16 (3), 2020, p.100210.

P., Saeidi, S.P., Saeidi, S., Sofian, S.P., Sacidi, M., Nilashi, & A., Mardani. The
Impact of Enterprise Risk Management on Competitive Advantage by Moderating
Role of Information Technology. Computer Standards & Interfaces, @019,

pp.67-82. ‘Z}

F., Greenwood, E.L., Nelson, & P.G., Greenough. Flying into th 3 ne: A Case
Study of UAV use in Damage Assessment during the 2017 Hur s in Texas and
Florida. PLoS one, 15(2), 2020, p.e0227808.

. %
R.P., Battaglio Jr, P., Belardinelli, N., Bell¢, & P., C%ﬁ@i. Behavioral Public
Administration Adfontes: A Synthesis of Research onﬁ ded Rationality, Cognitive
Biases, and Nudging in Public Organizations. Pub& ministration Review, 79(3),
2019, pp.304-320. \

E., Zwick. The Costs of Corporate Tax C@xity. American Economic Journal:
Economic Policy, 13(2), 2021, pp.467

R.R., Gallati. Risk Management a@ml Adequacy. McGraw-Hill, 2022.

D.W., Hubbard. The Failure @Management: Why it's Broken and How to Fix it.
John Wiley & Sons, 2020.

Multi-Agency Ris gement of Sexual and Violent Offenders. In Governing

H., Kemshall, & M., aﬁ ire. Public Protection, Partnership and Risk Penality: The
Risks, 2021 346

M., Abde g‘gt, W., Ding, R., Mohamed, & N., Metawa. 4An Integrated Plithogenic
MC. @9 roach for Financial Performance Evaluation of Manufacturing
Indu . Risk Management, 22, 2020, pp.192-218.

act of Enterprise Risk Management on Competitive Advantage by Moderating
Role of Information Technology. Computer Standards & Interfaces, 63, 2019,
pp.67-82.

Q aeidi, S.P., Saeidi, S., Sofian, S.P., Saeidi, M., Nilashi, & A., Mardani. The
D

D.M., Chance, & R., Brooks. An Introduction to Derivatives and Risk Management.
South-Western, Cengage Learning, 2021.

M., Markonah, M., Silalahi, & 1., Selliamanik. Claim Paying and Reinsurance on
Company's Financial Health. International Journal of Applied Management and
Business, 1(1), 2023, pp.9-25.

88



54.

55.

56.

57.

38.

59.

60.

61.

62.

63.

64.

65.

66.

J.J.W., Euphasio, & J.V.F., Carvalho. Reinsurance and Solvency Capital: Mitigating
Insurance  companies’  Ruin  Probability. Revista de Administragao
Contemporanea, 26, 2021.

S.H., Jaaman, & O.C., Xinn. Solvency Analysis by Business Classifications of General
Insurance Industry in Malaysia. International Journal of Sciences: Basic and
Applied Research, 48(5), 2019, pp.24-32.

G., Dionne, & D., Desjardins. A Re-examination of the US Insurance Market's
Capacity to Pay Catastrophe Losses. Risk Management and Insurance
Review, 25(4), 2022, pp.515-549.

Y.A.L.A., Jawad, & 1., Ayyash. Determinants of the Solvency o urance
Compames in Palestine. Internatlonal Journal of Financial Resear 6), 2019,
pp-188-195.

Insurance Companies and its Mediating Effect. Discrete fhics in Nature and

S., Wu, & Y., Li. Impact of the Business Structure on Solven;y 0 roperly-Llabllily
Society, 2021, pp.1-17.

C., Munari, S., Weber, & L., Wilhelmy. Capital R @nents and Claims Recovery:
A New Perspective on Solvency Regulation. Jo Of Risk and Insurance, 90(2),
2023, pp.329-380. 'b

J.D., Cummins, G., Dionne, R., Gzlg ¢ A., Nouira. The Costs and Benefits of
Reinsurance. The Geneva Papers d Insurance-Issues and Practice, 46, 2021,
pp.177-199.

J., Alokla, A., Daynes, P., Pa P., Tzouvanas. Solvency Determinants: Evidence
from the T akaful Insur nc ustry. The Geneva Papers on Risk and Insurance-
Issues and Practice, 202 .1-25.

G.E., Oyedokun Falade Loss Adjusters and Insurance Customers Retention
in the Nzge ce Industry. International Journal of Economics, Commerce
and Manag . 10(3), 2022, 43-65.

Explormg the Impact of Liquidity on Profitability: Evidence from
ban ector of Pakistan. Journal of Internet Banking and Commerce, 21(3),

J., Abere & S. T. Saka, The Financial Performance of Nigerian Manufacturing
Firms and Risk Management Practices. International Business & Economic
Studies, 5(2), 2023, 138-150.

G.E., Oyedokun, & F. G. Gabriel, Effects of Claims Management on Profitability of
Listed Insurance Companies in Nigeria. American Journal of Management, 18(5),
2018, 37-45.

A., Ntwali, A. Kituyi & A. O. Kengere, Claims Management and Financial

Performance of Insurance Companies in Rwanda: A Case of SONARWA General
Insurance Company Ltd. Journal of Financial Risk Management, 9(3), 2020.

89



67.

68.

69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

O.S., Fadun, Analysis of the Impacts of Insurance Claims Settlement on Economic
Growth: The Case of Nigeria. International Journal of Business Ecosystem and
Strategy, 5(3), 2023, 51-59.

R., Bashir & A. A. Azeez, Risk Management Practices of Islamic and Conventional
Banks of Pakistan: A Comparative Study. International Journal of Banking and
Finance, 17(2), 2022, 57-90.

U.L, Ironkwe & A. S. Osaat, Risk Asset Management and Financial Performance of
Insurance Companies in Nigeria. International Journal of Advanced Academic
Research and Accounting Practice, 5(4), 2019, 18-46.

N., Wadesango, C. Mhaka C., & Shava F. Effectiveness of Risk Management’Systems
on Financial Performance in a Public Setting. Academy of -Accownting and
Financial Studies Journal, 22(4), 2018.

U.N,, Kaya & N. O. Beser The Effect of Insurance Premium dn Economic Growth in
European Union Countries: Panel Data Analysis. Journal of Academic Researches
and Studies. 12(23), 2020, 442-451.

T., Ono, A. A. Preztika, & A. Rininda, The Inflieftee, of Net Premium Growth, Claim
Ratio and Risk-based Capital on the Financialy Performance of Life Insurance

Companies. Advances in Economics, BuSiness Aand Management Research, 12(7),
2019.

0., Ogbeide, T. O. Adu, F.M, Fapohunda & J. Obadeyi Insurance Sector
Development and Economic Growth: Empirical Analysis from Nigeria. Asian
Journal of Economics, Business.and Accounting, 22(17), 2022, 55-72.

AM., Epetimehin, Cresstborder Insurance Marketing and the Corporate
Implications. European Scientific Journal, 9(1), 2013, 152-162.

F. Daniel, Insuranee Penetration Fast-track Nigeria’s Economic Growth Vanguard
News Paper, Nigénag 2013.

G., ZhouwXY., Sun, S., Luo, & J., Liao. Corporate Social Responsibility and Bank

Financial_Performance in China: The Moderating Role of Green Credit. Energy
Econemics, 97, 2021, p.105190.

Ny, Nirino, G., Santoro, N., Miglietta, & R., Quaglia. Corporate Controversies and
Company's Financial Performance: Exploring the Moderating Role of ESG
Practices. Technological Forecasting and Social Change, 162, 2021, p.120341.

J., Xu, & B., Wang. Intellectual Capital, Financial Performance and Companies’
Sustainable Growth: Evidence  from the  Korean  Manufacturing
Industry. Sustainability, 10(12), 2018, p.4651.

M.C., Vu, T.T., Phan, & N.T., Le. Relationship between Board Ownership Structure

and Firm Financial Performance in Transitional Economy: The Case of
Vietnam. Research in International Business and Finance, 45, 2018, pp.512-528.

90



80.

81.

82.

83.

&4.

85.

86.

87.

88.

89.

90.

91.

S., Suhadak, K., Kurniaty, S.R., Handayani, & S.M., Rahayu. Stock Return and
Financial Performance as Moderation Variable in Influence of Good Corporate
Governance towards Corporate Value. Asian Journal of Accounting Research, 4(1),
2018, pp.18-34.

N., Soewarno, & B., Tjahjadi. Measures that Matter: An Empirical Investigation of
Intellectual Capital and Financial Performance of Banking Firms in
Indonesia. Journal of Intellectual Capital, 21(6), 2020, pp.1085-1106.

N., Sunardi, & F., Tatariyanto. The Impact of the Covid-19 Pandemic and Fintech
Adoption on Financial Performance moderating by Capital Adequacy. International
Journal of Islamic Business and Management Review, 3(1), 2023, pp.102:1(8.

Y., Liu, S., Saleem, R., Shabbir, M.S., Shabbir, A., Irshad, & (Sy,*Khan. The
Relationship between Corporate Social Responsibility and Financial Régformance: A

Moderate Role of Fintech Technology. Environmental Science and Pollution
Research, 28, 2021, pp.20174-20187.

A., Salman, & H., Nawaz. Islamic Financial System gndyC€Conventional Banking: A
Comparison. Arab Economic and Business Journall’13¢2), 2018, pp.155-167.

A., Ajibola, O., Wisdom, & O.L., Qudus{\Ouapital Structure and Financial
Performance of Listed Manufacturing Firms i Nigeria. Journal of Research in
International Business and Management, 5(1), 2018, pp.81-89.

A., Ullah, C., Pinglu, S., Ullah, M., Zaman, & S.H., Hashmi. The Nexus between
Capital Structure, Firm-Specifie_Fattors, Macroeconomic Factors and Financial
Performance in the Textile Se¢tQwdf Pakistan. Heliyon, 6(8), 2020.

A.H., Al-Dmour, M., Abbepd, & N.S., Al-Balqa. The Impact of the Quality of
Financial Reporting«on Non-Financial Business Performance and the Role of
Organizations Demagraphic’ Attributes (Type, Size and Experience), 2018.

R., Ang, Z.,Shady-C.; Liu, C., Yang, & Q., Zheng. The Relationship between CSR and
FinancialyPerformance and the Moderating Effect of Ownership Structure: Evidence

from CHirtese Heavily Polluting Listed Enterprises. Sustainable Production and
ConStrmption, 30, 2022, pp.117-129.

R”NL., Nguyen, & V.C., Nguyen. The Determinants of Profitability in Listed
Enterprises: A Study from Vietnamese Stock Exchange. Journal of Asian Finance,
Economics and Business, 7(1), 2020, pp.47-58.

B.K., Agyei-Mensah. Impact of Corporate Governance Attributes and Financial
Reporting Lag on Corporate Financial Performance. African Journal of Economic
and Management Studies, 9(3), 2018, pp.349-366.

A., Alshehhi, H., Nobanee, & N., Khare. The Impact of Sustainability Practices on
Corporate Financial Performance: Literature Trends and Future Research
Potential. Sustainability, 10(2), 2018, p.494.

91



92.

93.

94.

95.

96.

97.

98.

99.

100.

101.

102.

103.

R.I., Omondi, & A., Jagongo. Microfinance Services and Financial Performance of
Small and Medium Enterprises of Youth SMEs in Kisumu County,
Kenya. International Academic Journal of Economics and Finance, 3(1), 2018,
pp.24-43.

G., Mojambo, J.E., Tulung, & R.T., Saerang. The influence of Top Management Team
(TMT) Characteristics toward Indonesian Banks Performance during the Digital Era
(2014-2018), 2020.

L., Fujianti, & L., Satria. Firm Size, Profitability, Leverage as Determinants of Audit
Report Lag: Evidence from Indonesia. International Journal of Financial
Research, 11(2), 2020, pp.61-67.

Y., Jin, X., Gao, & M., Wang. The Financing Efficiency of AListed Energy
Conservation and Environmental Protection Firms: Evidence andNinmplications for
Green Finance in China. Energy Policy, 153, 2021, p.112254.

N., Igbal, M.S., Tufail, M., Mohsin, & M.A., Sandhu. Assessing Social and Financial
Efficiency: The Evidence from Microfinance Institutions i’ Pakistan. Pakistan
Journal of Social Sciences, 39(1), 2019, pp.149-161.

L.AM., Chowdhury, T., Rana, M., Akter, & M.;* Hoque. Impact of Intellectual
Capital on Financial Performance: Eyidenc® from the Bangladeshi Textile
Sector. Journal of Accounting & Organizational Change, 14(4), 2018, pp.429-454.

N., Nirino, A., Ferraris, N., Migliettay, & A.C., Invernizzi. Intellectual Capital: The
Missing Link in the Corporate Social Responsibility—Financial Performance
Relationship. Journal of Intelle¢tual Capital, 23(2), 2020, pp.420-438.

M., Mushafiq, M.L., Sindhux&"M.K., Sohail. Financial Performance under Influence
of Credit Risk in Non*(inancial Firms: Evidence from Pakistan. Journal of
Economic and Admihnistrative Sciences, 39(1), 2023, pp.25-42.

C., Beck, G» Frest, & S., Jones. CSR Disclosure and Financial Performance
Revisited: A\Cross-Country Analysis. Australian Journal of Management, 43(4),
2018, pp.547-537.

C.,  E¥>C., Shao, & C.C., Lee. Green Technology Innovation and Financial
Development: Do Environmental Regulation and Innovation Output Matter?. Energy
Beonomics, 98, 2021, p.105237.

F., Gangi, A., Meles, E., D'Angelo, & L.M., Daniele. Sustainable Development and
Corporate Governance in the Financial System: Are Environmentally Friendly Banks

Less  Risky?.  Corporate Social Responsibility and Environmental
Management, 26(3), 2019, pp.529-547.

J., Cherian, M., Umar, P.A., Thu, T., Nguyen-Trang, M.S., Sial, & N.V., Khuong.
Does Corporate Social Responsibility affect the Financial Performance of the

Manufacturing Sector? Evidence from an Emerging Economy. Sustainability, 11(4),
2019, p.1182.

92



104.

105.

106.

107.

108.

109.

110.

I11.

112.

113.

114.

115.

116.

S., Wang, H., Wang, J., Wang, & F., Yang. Does Environmental Information
Disclosure contribute to Improve Firm Financial Performance? An Examination of
the Underlying Mechanism. Science of the Total Environment, 714, 2020, p.136855.

Etale L.M. & Edoumiekumo A.R. Financial Sector Policies and Economic Growth:
Evidence from Insurance Sector in Nigeria. Research in Business and Social
Sciences, 10(9), 2020.

D., Osinuga, The Challenges of Nigeria Insurance Industry. Article on Linkedin 2016.

C., Priest, Measuring Underwriting Results Under Changing Reinsurance Conditions
IBM Business Consulting Services. Property and casualty underwriting — the possible,
2003.

K.A., Banjo & F. A. Oloyede, Risk Management Practices aunth the Financial
Performance of Manufacturing Firms in Nigeria. International Journal of
Management Studies and Social Science Research, 3(5), 2021, 350 - 358.

A.E., Omankhanlen & A. T. Nwani Insurance Receivdblesy and Economic Growth:
The Case of Nigeria. International Conference on Engirteering for Sustainable World
Journal of Physics: Conference Series 1378, 2019,

T., Ono, A. A. Preztika, & A. Rininda, Thé&Jnffuence of Net Premium Growth, Claim
Ratio and Risk-based Capital on the Findaricial Performance of Life Insurance
Companies. Advances in economics, BuSiness and Management Research, 12(7),

2019.

R., Sawadogo, S. Guerineau &\L*M. Ouedraogo, Life Insurance Development and
Economic Growth: Evidenge rom Developing Countries. Journal of Economic
Development. 43(2), 208, 1-28.

R., Iwunze, Insurgnle\ GDP Bounces Back to Growth, posts 15.7% Yr-on-Yr Rise.
Vanguard, 202hN https://www.vanguardngr.com/2021/09/insurance-gdp-bounces-
back-togrowth-pgsts-15-7-yr-on-yr-rise-2/amp/.

M., Mardiana, E. P. Puji & W. A. D. Ayyu, The Effect of Risk Management on
Financial Performance with Good Corporate Governance as a Moderation Variable.
Mamagement and Economics Journal, 2(3), 2018, 257-268.

Y., Samreena, 4 Study of Customer Preference on Private Life Insurance Company
with special reference to Srinagar City. International Journal of Management,

Technology and Engineering, 8(8), 2018, 162-175.

M.O., Oke, Insurance Sector Development and Economic Growth in Nigeria. African
Journal of Business Management, 6(23), 2012, 7016-7023.

O., Olajumoke, The Determinants of the Profitability of Insurance Companies in
Nigeria. University of Bath. Nigeria 2012.

93



117.

118.

119.

120.

121.

122.

123.

124.

125.

126.

127.

128.

129.

130.

M., Pandy, Financial Management. Vikas Publishing House. PVT LTD. Janpura,
New Delhi- 110014. India. Tenth edition. 2010.

G.E., Redja, Principles of Risk Management and Insurance (10th Ed) Pearson
education, New York. 2008.

Y.A., Soye, & D. L. Adeyemo, Underwriting Capacity and Income of Insurance
Companies: A case of Nigeria. International Journal of Innovative Science and
Research Technology, 12(15), 2018, 136-145.

Ww., Kenton, Accelerator Theory. Investopedia, 2018.
https://www.investopedia.com/terms/a/acceleratortheory.asp.

S.P., Sare, Risk Management Practices among Commercial Bawnks~in Ghana.
European Journal of Business and Management, 5(20), 2013, I-8.

B., Kajwang, Contribution of Fire Insurance to the Growth of Businesses in Kenya.
Afro Asian Journal of Social Sciences, IX (I) 2022.

V., Peleckiene, K. Peleckis, G. Dudzeviciute, & KR, Peleckis, The Relationship
between Insurance and Economic Growth: Evidence from the European Union
Countries. Economic Research — Ekonomska Istrazivanja, 32(1), 2019, 1138-1151.

L.V. Okonkwo & E. A. Eche, Insurance Penetration Rate and Economic Growth in
Nigeria. International Journal of So¢ial*Sciences and Management Review, 2(1),
2019, 22-45.

J.A. Oloyede, A. Folorunsho & Q)¥. Ogamen, The Impact of Insurance on Economic
Growth in Nigeria. Nigeriaf® Journal of Banking and Financial Issues, 9(1), 2023,
1-8.

D., Khambata &=R\ Bagdi, Off-Balance-Sheet Credit Risk of The Top 20
Manufacturing Fixns. Journal of International Banking Regulation, 5(1), 2020, 57
-71.

A., Samitas“& E. Kampouris, Financial Illness and Political Virus: The Case of
Contdgious Crises in the Eurozone. International Review of Applied Economics,
Taylor'and Francis Group, 2017.

M.O., Fashagba The Impact of Insurance on Economic Growth in Nigeria. Afro
Asian Journal of Social Sciences, 9(1), 2018, 1-10.

K., Ogunlami The Effect of Claim Settlement on Profit Maximization in the Insurance
Industry. International Journal of Social Relevance & Concern, 9(9), 2021.

S., Agubata & A. C. Odubiasi, Effect of Exchange Rate Fluctuation on the Financial

Performance of Manufacturing Companies in Nigeria. International Journal of
Commerce and Management, 4(4), 2018, 56-61.

94



131.

132.

133.

134.

135.

136.

137.

138.

139.

140.

141.

142.

143.

E. Theanacho Insurance Industry Performance and the Selected Regulatory
Instruments in Nigeria. IOSR Journal of Economics and Finance, 9(6), 2018, 67-77.

N.A.,, M Zaid, W. M. F. W. Ibrahim & N. S. Zulqernain, The Determinants of
Profitability: Evidence from Malaysian Construction Companies. Proceedings of fifth
Asia-Pacific Business Research Conference, Kuala Lumpur, Malaysia. 2017.

S.O., Ewan, E., Esang, A.E., & J.U., Bassey. Appraisal of Capital Market Efficiency
on Economic Growth in Nigeria. Journal of Business and Management, 4(12),
2009, 219 - 288.

D. Fatihudin & M. Mochklas How Measuring Financial Performance. International
Journal of Civil Engineering and Technology, 9(6), 2018.

O. A. Abass, & R. K. Ojikutu, Interaction between Capital “and Demand for
Reinsurance; an Empirical Study of Non-Life Insurance Business\in Nigeria. LASU
Journal of Management Sciences, 5(1), 2019, 42-53.

J. Abdul-Hafiz, The Impact of Intangible Assets and Ecoweytic Profit on Mergers and
Acquisitions in the Communication Services Industi).Imternational Conference on
Excellence in Business, Sharjah United Arab Emiigdtes. 2012.

L. A. Akintayo, Introduction to General Tysuydnce Underwriting. CSS Bookshops
Limited, 2004.

M. Esa, F. S. Ibrahim, S. S. M. Ishak S. R. M. Razi, Impact of Enterprise Risk
Management on OrganizationahPerformance. Journal of Advanced Research in
Dynamical and Control Systems.10(6), 2018, 190-197.

A.L. Adetunji, E. C.<Nwude & S. N. UdeH, Interface of Insurance and Economic
Growth: Nigerian dsxperience. International Journal of Economics and Financial
Issues, 8(4), 20 183\16-26.

A.R. Amorxoso, Driving Operational Excellence in Loss Adjustment. Deloitte, 2019.
http Hwww.deloitte.com.

Oy*Farsono, P. A. Ardheta & R. Amriyani. The Influence of Net Premium Growth,
Claim Ratio and Risk-Based Capital on the Financial Performance of Life Insurance
Companies. Annual International Conference on Accounting Research, 127, 2019.

A.A. Ajayi, Element and scope of insurance. Akure: Hybrid Publishers Limited, 2000.
N. Doytch, & M. Uctum, Does The Worldwide Shift of FDI from Manufacturing to

Services Accelerate Economic Growth? A GMM Estimation Study. Journal of
International Money and Finance, 30(3), 2011, 410-427.

95


http://www.deloitte.com

144.

145.

146.

147.

148.

149.

150.

I51.

152.

153.

154:

155.

156.

157.

A.E. Ebaid, The Impact of Capital Structure Choice on Firm Performance: Empirical
Evidence from Egypt. Journal of Risk Finance, 10(5), 2018, 477- 487.

E. Elsiefy, Determinants of Profitability of Commercial Banks in Qatar: Comparative
Overview between Domestic Conventional and Islamic Banks during the Period 2006-
2011. International Journal of Economics and Management Sciences, 2(11), 2013,
108-142.

A.L Enekwe, I. M. Okwo & M. M. Ordu, Financial Ratio Analysis as a Determinant
of Profitability in Nigerian Pharmaceutical industry. International Journal of
Business and Management, §(8), 2013, 107-117.

T. Shiferaw & T. Gujral, Determinants of Insurance Companies Rrofitability in
Ethiopia. Journal of Positive School Psychology, 6(2), 2022.

J. C. Hull, Risk Management and Financial Institutions (6th gd.). Wiley Finance
Series, 2023.

O. T. Olarinre, O. S. Shoyemi & D. G. Edewusi, Effects of Claims Management on
Profitability of Insurance Companies in Nigeria, “Byitish Journal of Management
and Marketing Studies, 3(4), 2020, 106-114

F. P. H. Angga, S. Isfenti, & M. Iskandar. The Effect of Claim Ratio, Operational
Ratio and Retention Ratio on Profitupilitb Performance of Insurance Companies in
Indonesia Stock Exchange. Internatiohal Journal of Research and Review, 7(3),
2020.

B.Y. Iyodo, S.E. Samue] & $.MInyada. Effect of Insurance Industry Performance on
Economic Growth in Wigeria. International Journal Business Finance and
Management Research, 6; 2018, 22- 33.

B. Charumathi, ©uNehé Determinants of Profitability of Indian Life - An Empirical
Study. Proceedings of the World Congress on Engineering, 1, 2012.

S. Nzotta, Wloney, Banking and Finance. Owerri: Hudson-Jude Nigeria Publishers,
2004

PyHaynes, & K. Senneseth, A Panel Study of Firm Growth among SMEs in Networks.
Small Business Economics, 16(4), 2001, 293-302.

V. C. Okpara. Impact of Insurance Investments on Nigerian Capital Market.
International Journal of Advanced Research in ISSN: 2278-6236 Management
and Social Sciences, 2018.

S. Lazar, Determinants of Firm Performance: Evidence from Romanian Listed
Companies. Review of Economics and Business Studies, 9(1), 2016, 53-69.

Lee, Does Size Matter in Firm Performance? Evidence from US Public Firms.
International Journal of the Economics of Business, 16(2), 2009, 189-203.

96



158.

159.

160.

161.

162.

163.

164.

165.

166.

167.

168.

169.

170.

P. Rose & M. Marquis, Money and Capital Market. Mcgraw Hill Professional; 10th
Edition, 2008.

B. W. Mazviona, M. Dube, & T. Sakahuhwa, An Analysis of Factors Affecting the
Performance of Insurance Companies in Zimbabwe. Journal of Finance and
Investment Analysis, 6, 2017, 11-30.

B. Onyebuchi, S. P. Nwankwo, O. 1. Onuka, Insurance Sub-Sector Development: An
Emerging Pillar for Economic Growth and Sustainability in Nigeria. International
Journal of Economics and Financial Management, 1(1), 2017, 76-85.

Ostroff, & N. Schmitt, Configuration of Organizational Effectiveness and Effigiency,
Academy of Management Journal, 36(6), 1993, 1345-1361.

H. Malik, Determinants of Insurance Companies Profitability~ A Analysis of
Insurance Sector of Pakistan. Academic Research International, [(3), 2011, 315-
321.

H. Al-Tamimi, Risk Management and Performance of Memiifacturing Firms in UAE.
Journal of Financial Regulation and Compliance, [6(»), 2021, 173 - 187.

O. A. Abass & T. J. Olubusade. Effects of<Réinswrance Ultilisation on the Capital
Adequacy of Non-life Insurance Companiéshn Nigeria. Acta Universitatis Danubius,
19(2), 2023.

O. Abass, A. Empirical Analysis gf Reinsurance Dependence on the Profitability of

General Insurance Business inpyigeria. Academic Journal of Economic Studies,
5(4), 2019, 136-43.

S. O. Ogbeide, T. I. Adw, F. M. Fapohunda & J. Obadeyi, Insurance Sector
Development and Eéonomic Growth: Empirical Analysis from Nigeria. Asiuan
Journal of Econofiics,, Business and Accounting, 22(17), 2022, 55-72.

O. S. Fadun,\exus between Insurance Penetration and Economic Growth: Evidence
from Nigeiiq, Nigeria Journal of Risk and Insurance, 11(1), 2021, 20-36.

B. Y.Nyodo, S. E. Samuel, C. Adewole & P. O. Ola, Impact of Non-life Insurance
Repedtration on the Economic Growth of Nigeria. Research Journal of Finance and
Accounting, 11(2), 2020, 40-50.

P. C. Uruakpa, Insurance Premium and Economic Performance in Nigeria: A
Variance Decomposition Approach. Archives of Business Research, 7(SP), 2019,
16-33.

L. M. Etale, Insurance Sector Development and Economic Growth in Nigeria: An
Empirical Analysis. International Journal of Development and Economic
Sustainability, 7(4), 2019, 34-48.

97



171.

172.

173.

174.

175.

176.

177.

178.

179.

180.

181.

182.

183.

A.T. Nwani & A. E. Omankhanlen, /nsurance Receivables and Economic Growth:
The Case of Nigeria. Journal of Physics: Conference Series, International Conference
on Engineering for Sustainable World, 1378, 2019, 1-15.

O. S. Fadun & O. S. Shoyemi, Insurance Investment Funds and Economic Growth in
Nigeria. International Journal of Development and Management Review, 13(1),
2018, 73-88.

P. I. Nwosa & Z. B. Mustapha, The Dynamics of Insurance Development and
Economic Growth in Nigeria. The Indian Economic Journal, 65(1-4), 2017, 37-44.

B. Y. Iyodo, S. E. Samuel & S. J. Inyada, Effect of Insurance Industry Pexformance
on Economic Growth in Nigeria. International Journal of Business aitd Finance
Management Research, 6, 2018, 22-33.

G. K. Ezu, N.J. Okoye, & O.S. Ogbogu, Effect of Consolidatien of the Nigerian
Insurance Industry on the Growth of the Nigerian Econgmy 1996-2018). IOSR
Journal of Economics and Finance, 11(2), 2020, 22-32.

O. A. Abass, & R. K. Ojikutu, Interactions betwigenty Capital And Demand For
Reinsurance; An Empirical Study Of Non-Life Insitwance Business In Nigeria. LASU
Journal of Management Sciences, 5(1), 2019 42-53.

A., Bunyaminu, S., Bashiru, .N., Yakubu, E.;”Aggrey, A., Appiah, & S.A., Tuffour.
Claim Management of Non-Life Insundnce \Companies in Ghana: Does It Impact on
Profitability. Journal of Applied Economic Sciences, 2(74), 2022, pp.97-106.

N., Panti¢, K., Mikuli¢, & M, \Lékovi¢. The Influence of Claims Payments on the
Investment Portfolio of Insutanee Companies. Oditor, 8(3), 2022, pp.42-71.

G.E., Oyedokun, & E.O., Amafa. Claims Payment, Risk Management and Financial

Performance of Selécted Insurance Companies in Nigeria. Journal of Insurance and
Financial Management, 6(3), 2022, pp.81-115.

T., Abdoush, %, Hussainey, & K., Albitar. Corporate Governance and Performance
in the Uk™Insurance Industry Pre, During and Post the Global Financial
Crisis=International Journal of Accounting & Information Management, 30(5),
2022, pp.617-640.

O'E., Oladunni, & 1.V., Okonkwo. Impact of Risk Retention on Claims Management
of Insurance Companies in Nigeria. Fuoye Journal of Finance and Contemporary
Issues, 3(1), 2022.

T.S., Msomi. Macroeconomic and Firm-Specific Determinants of Financial

Performance: Evidence from Non-Life Insurance Companies in Africa. Cogent
Business & Management, 10(1), 2023, p.2190312.

Y., Ja’afar, B.M., Isah, & N.T., Alhassan. Corporate Physiognomies and Profitability
of Quoted Insurance Companies: Evidence from Emerging Markets. African Journal
of Management and Business Research, 6(1), 2022, pp.151-168.

98



184.

185.

186.

187.

188.

189.

190.

191.

192.

193.

194.

195.

196.

197.

R., Al Omari, R.S., Alkhawaldeh, & J.J., Jaber. Artificial Neural Network for
Classifying Financial Performance in Jordanian Insurance Sector. Economies, 11(4),

2023, p.106.

W., Bashaija. Effect of Financial Risk on Financial Performance of Insurance
Companies in Rwanda. Journal of Finance and Accounting, 10(5), 2022.

B.A., Zelalem, A.A., Abebe, & S.W., Bezabih. Corporate Governance and Financial
Performance in the Emerging Economy: The Case of Ethiopian Insurance
Companies. Cogent Economics & Finance, 10(1), 2022, p.2117117.

C.G., Marzen. The Actions of Crop Insurance Bad Faith. Bus. Entrepreneutiship &
Tax L. Rev., 6, 2022, p.17.

A., Shaddady. Business Environment, Political Risk, Goverganee, Shariah
Compliance and Efficiency in Insurance Companies in the Mend Region. " The Geneva
Papers on Risk and Insurance-Issues and Practice, 47(4), 2022, pp.861-904.

S., Selvsten, & B., Kaiser. Do Insurers Adjust Pricesfow the Adoption of Loss
Prevention Technologies? Evidence from DanishAMunicipal Contracts. Risk
Management and Insurance Review, 26(1), 2023, pp.37-82.

J., Shim. Are Mergers and Acquisitions Benéfitialto Consumers? Evidence from the
Property-Liability Insurance Industry. Finaneial Review, 58(3), 2023, pp.629-652.

P.A., Aseinimieyeofori. Non-Currentsdssets Investment and Financial Performance
of Listed Insurance Companies in Nigerta. BW Academic Journal, 2022, pp.17-17.

S.A., Bala, M.Y., Salisu, & LBRAI'S., Sani. Corporate Liquidity and Performance of
Listed Insurance Companiesysin Nigeria. UMYU Journal of Accounting and
Finance Research, 3(1),2022, pp.118-133.

F.S., Barakat, J., Hussein, O.A., Mahmoud, & M., Bayyoud. Analysis of the Factors
affecting the Einantial ‘Performance of Insurance Companies Listed on the Palestine
Stock Exchange. Indian Journal of Finance and Banking, 9(1), 2022, pp.213-229.

J.O., Trukw; Fundamental of Insurance. British Library Cataloguing in publication
data=2007.

O.F, Yusuf & O.A., Abass, Investigating the Roles of Claims Manager in Claims
¥andling Process in the Nigeria Insurance Industry. Journal of Business Finance
1(2), 2013, 69-74.

L.A., Akintayo. Fundamentals of Insurance Claims (3™ edition). CSS Bookshop
Limited. 2002.

B.W., Mazviona, M., Dube & T., Sakahuhwa, An Analysis of Factors Affecting the

Performance of Insurance Companies in Zimbabwe. Journal of Finance and
Investment Analysis, 6(1), 2017, 1-2.

99



198. G.E. Oyedokun, & F.G. Gabriel, Effects of Claims Management on Profitability of
Listed Insurance Companies in Nigeria. American Journal of Management, 18(5),
2018.

100



Chapter Three
Methodology
3.1  Research Design

The study adopted ex-post-facto research design. Ex-post facto study or after-the-fact
research is a category of research design in which the investigation starts after th}e{@t that
has occurred previously without interference from the researcher. Since the @fes of the
study are found in historical data obtainable from the financial repoﬁ%\isted Nigerian
Insurance companies, the design is considered appropriate be\f&%'\he interest of the

AN

researcher is to investigate the relationship between claim pa@% and financial performance

N

of the Nigerian insurance industry. It also suits the&@ of the study which has positivist
st

approach thus requiring a qualitative data to t& hypotheses. Panel data design was
d

chosen because of the nature of the data t@ or this study, which is simply the audited
annual report and accounts of selecte %.\rance firms from the floor of the Nigerian Stock
Exchange. Justifiably; it is n&l%being considered as a powerful and strong research

instrument, but also mos@ﬂt and efficient analytical methods in handling econometric

data of this naturel.( Q
3.2 Po 9 of the Study

Popu?gf the study comprised of twenty-three (23) listed insurance firms, registered and
licensed by the NAICOM and on the floor of the Nigerian Stock Exchange (NSE) as
specified on its official website as at January, 2022. Most of these insurers have also been in

existence over the entire ten (10) year study period (2011-2020)2.

33 Sample and Sampling Techniques

In arriving at the sample size for this study, a simple random sampling technique was
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employed after segregating insurers into either “old or new” generation criteria based on
their years of existence and according to National Insurance Commission registration. A
simple random sampling technique is the one that allows all the members of the entire
population to have equal chances of being selected since they all possess factually the same

characteristics.

Out of the twenty three (23) listed insurance companies on the floor of the stock ’e&%mge,
only thirteen (13) made up of seven (7) out of the old generation and six (6) % the new
generation companies have all their complete data/information sent to \aptured in the
Digest of the Nigerian Insurers Association for the period undet @?while also having

their annual report and accounts readily accessible for the st@eriod (2011 - 2020)

3.4  Administration of Research Instruments%ﬁhods of Data Collection

The study used panel data mainly from secm@{&?;gources of data, which was extracted from
audited annual financial reports of %1' listed insurance firms on Nigerian Stock
Exchange as represented in the N@u Insurers Association (NIA) Digest for the period
2011-2020 for the independ%kl)ables. Secondary data was considered more appropriate,

'\
since the variables oi t@

can be best measured using insurers available in the financial
report of the sele()Qi urers.

3.5 hosl of Data Analysis

Moc@as adopted in the study so as to establish the relationship between claim payment
and financial performance of Listed Nigerian Insurance Industry, using Net Claim (NC); Net
Premium (NP); Derived Claims (DC) and Expenses Ratio (ER) the independent variable in
the study while Return on Equity (ROE) and Return on Asset (ROA) are the dependent
variables. Specifically, Pearson Product Moment Correlation Coefficient (PPMCC) was used

to analyze the nature of the relationship between variables. General least square (GLS)
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multiple regression analyses shall be used to dissect the panel data based on random effect
model utilizing E-view 9.0. The random effect is shown up from the result of Durbin-Wu-
Hausman test which settled on it conceivable to settle on a decision between the fixed effects
model and random effects model®.

Apart from GLS, other supportive analyses was carried out like descriptive statistics which
will provide information on mean, standard deviation and minimum and maximurr.l V?g‘es in
the set of data analysed. Also, the correlation matrix results was producedé\}der to
understand the interrelationship between variables. Moreover, the .anggan/Cook-

Weisberg tests for heteroskedasticity and multi-collinearity test for q;%cg)rrelation was also

3.6  Model Specification ,Q\

carried out to ensure the fitness of the model.

The model applied was adopted from a previous study*. It is modified to suite this study. The

models are as follows: < )\&

ROA =00+ a1(LR) + 02(ER) + 03(NGY R oo (1)

LR = a0+ a(NP) + 02(NC) + g\)% ...................................................... (ii)

Where: @"

ROA = Return On sseQ

\V

ER = Expense’Ratio
NP = Q Premium

a1- a3 = Regression Parameters

LR = Loss Rati

€ = error
The model for this investigation is prefaced on the principle objective and tied down on the
sub-objective. The functional relationship between Claims payment, Loss adjustment and

financial performance of listed Nigeria insurance companies are expressed thus:
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ROA = a 48 (NC) + Bit (NP) + Bit (DC) + Bit (LAE) + pir oo 1
ROE = a +i(NC) + fit (NP) + it (DC) + Bit (LAE) + pir oo, 2

Where;
x1= Net Claim (NC)
x2= Net Premium (NP)
x3= Derived Claims (DC) .

QO
x4= Loss Adjustment Expenses (LAE) .
Where; ROA and ROE are the dependent variables and X to X4 are the@\%ﬂt variables
B o1 = constant term B 1- B = M parameters to be estimated. < \%'3

N
&
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Chapter Four
Results and Discussion of Findings

This chapter discusses the results obtained from the analysis of the data gathered and the
discussion of findings — the justification of the results obtained in the study with the similar
results from past related: literature(s), empirical evidences. With this, the researcher can

confirm the trend of his analysis, whether it is still relevant with the past literature@ if not

relevant, he can further verify the causes of their differences and e?‘ah@athat in the

suggestions for future studies.
. yﬁ'\

4.1  Presentation of Data &%’\

This aspect of the chapter shows the presentation of ata collected to establish the
relationship between Claims Payment, Loss Adjus@%ld Financial Performance of Listed
Insurance Companies in Nigeria but due té:@% standardization, please refer to appendix
I for the data presentation table. %

Pure time series or cross-secti% cannot detect or measure statistical effects that panel

'\
combined into a si @series. The data extracted from Nigerian Insurance Digest was

data could. Panel data can % to reduce estimation biases that can occur when groups are
analyzed using 8@1 data analysis. Four hypotheses were tested using regression model
adopted in t evious chapter. The results would be justified with the results obtained from
the ;@Qated studies, to verify if the results are still inline or on the same trend with the

past. And if not, what are the possible factors behind it after proper examinations have been

done on the source(s) and the data inputted during data collection process and analysis.
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Descriptive Statistics

This table shows descriptive analytical relationship among the variables measured: Return on

Assets; Return on Equity; Net Claim; Net Premium; Underwriting Profit; Loss Adjusting

Expenses.

Table 4.1: Descriptive Statistics

ROA ROE Net ClI Net P Underw_P, oss_Adj
Mean 0.021306 0.046731 2421566. 5548936. 132875 370183
Median 0.032700 0.071684 1225156. 3392157. 95@6 0.331100
Maximum 0.207600 1.421790 30776073 52137873 185 1.255100
Minimum -0.395300 -5.025283 0.000000 0.0009%3‘6272055 0.000000
Std. Dev. 0.077124 0.538351 4483862. 788 @& 4305762. 0.199833
Skewness -2.035779  -6.867521 4.256183 | %ﬁ) 52  -3.485426 1.443694
Kurtosis 11.25071 65.37390 22.6%,9\77.43080 57.45475 6.467286
Jarque-Bera 447.9493 21585.53 . » @95 1370.305 15948.62 107.7335
Probability 0.000000 0.0000Q‘O C_Q 00000 0.000000 0.000000 0.000000
Sum 2.705800 % 3 3.08E+08  7.05E+08 1.69E+08 47.01320
Sum Sq. Dev. 0.749464%236. 1753 2.53E+15  7.83E+15  2.34E+15 5.031571
Observations 12 127 127 127 127 127

Source: E-vigw,

Analysis es;)%, 2022

Froe 4.1, the descriptive analysis results on the relationship that exists between Claims

Payment, Loss Adjustment and Financial Performance of Listed Nigerian Insurance

Companies for the periods of 2011-2020 were analyzed using e-view. Several variables were

measured, making return on assets and return on equity the independent variables as

discussed in the previous chapter (i.e, the subheading: 3.6). Each of these variables captured

independently their respective variables (net claim, net premium, underwriting profit, and
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loss adjustment expenses). The table 4.1 above defined the mean (average), the maximum
and the minimum values, as well as their respective standard deviations for each variable.
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At First, it was observed that the Return on Asset (ROA) had a positive mean (average) of
return on assets of 0.021306 and the median value which shows the value in the middle of a
data set was observed on return on asset to have 0.032700 with the minimum and maximum
value of -0.395300 and 0.207600 respectively. The variable (ROA) according to the table
deviated with 0.077124 from the total distribution and negatively skewed with the value of -
2.035779 which showed that return on asset has a long left-tail and the kurtosis is Pegtbokurtic
distribution in nature, simply because the return on assets exhibited the value of| @071 >3,
This showed that the variable has a wider or flatter shape with fatt@%ulting in a
greater chance of extreme positive or negative events. . N

In insurance business, the value of 11.25071 indicated ;K@he insurers experienced
occasional extreme returns (either positive or negative), ¢ extreme than the usual + or -
three standard deviations from the mean that is pr@y the normal distribution of returns
on assets over the years understudied. Ho e\)\%%e figure 4.1 depicted value of return on
assets on the Jarque-Bera test which is @e re of goodness-of-fit test to determine whether

or not sample data have skew%a kurtosis that matches the normal distribution. The
3

y\vas observed for ROA which implied that the variable had a

good fit in the dit’b@ and also confirmed that the return on assets was statically

significant as theé\;a ue < the table value (i.e, 0.0000 < 0.05).

value of Jarque-Bera: 447.9%

The table@so depicted variable on return on equity with respect to the dependent variables
such@net claim, net premium, underwriting profit, and loss adjustment expenses. An
average value of return on equity was 0.046731 and the median value of 0.071684 with the
minimum and maximum value of: -5.025283 and 1.421790 respectively.

The variable (ROE) according to the table deviates with 0.538351 from its mean value and
negatively skewed with the value of -6.867521 which showed that return on equity has a long

left-tail and the kurtosis is Leptokurtic in nature, simply because the return on assets
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exhibited the value of 65.37390 > 3. This implied that the variable had a flatter shape with
fatter tails resulting in a greater chance of extreme positive or negative events. However, the
value of 65.37390 indicated that the insurers experienced occasional extreme returns (either
positive or negative), more extreme than the usual + or — 3 (three) standard deviation from
the mean that is predicted by the normal distribution of returns on assets over the years
understudied. Further, the value of Jarque-Bera: 21585.53 was observed for 1}0E which
implied that the variable had a good fit in the distribution and also confirmed t ”@e return

on equity was statistically significant as the p-value < the table value (i.g, 0 0.05).

The table as well related Net claim of the selected insurers with mt\s&n.\assets and return on
equity. The distribution depicted that an average value of %@m was N2,421,566billion
which indicated that the accumulated contribution ﬁ@,average on return on assets and
return on equity in the industry was about N2, % ,000 (Two billion Four Hundred and

Twenty One Million Five Hundred and @

under review. The table further C& rmed that variable had a median value of

Thousand Naira Only) for the 10 years

N1,225,156,000 (One billion dred and Twenty Five Million One Hundred and Fifty
Six Thousand Naira O fth the minimum and maximum value of 0.000000 and
N30,776,073,000 (Thi illion Seven Hundred and Seventy Six Million Seventy Three
Thousand N ly). The variable (Net Claim) according to the table deviates with
N4,483,8 O (Four Billion Four Hundred and Eighty Three Million Eight Hundred and
SlXt®0 Thousand Naira Only) from its mean value and positively skewed with the value
of 4.256183 which showed that net claim has a long right-tail and the kurtosis is Leptokurtic
in nature, simply because the return on assets exhibited the value of 22.69912> 3. This
implied that the variable had a flatter shape with fatter tails resulting in a greater chance of
extreme positive or negative events. However, the value of 22.69912 indicated that the

insurers experienced occasional extreme returns (either positive or negative), more extreme
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than the usual + or — 3 (three) standard deviations from the mean that is predicted by the
normal distribution of returns on assets over the years understudied. Further, the value of
Jarque-Bera: 2436.895 was observed for net claim which implied that the variable had a
good fit in the distribution and also confirmed that the return on equity was statistically

significant as the p-value < the table value (i.e, 0.0000 < 0.05).

In addition, the table 4.1 as well depicted values on net premium, which was rh ed in
respect to the return on assets and return on equity of the selected insurers g}e period.
The distribution depicted an average value of net premium for N5 ,548,‘9%90 billion which
showed that the accumulated contribution average of net premiq@}'r\etum on assets and
return on equity in the industry was about N 5,548,936,0®b%ﬁ0n for the period under
review. The table further confirmed that the mria%@median value of N3,392,157,000

billion with the minimum and maximum value of=0.000000 and 52,137,873,000 billion

respectively. C;\&

Furthermore, the variable according@ne table deviates with N7,882,838,000 billion from its
mean value and positively ske%) with the value of 3.560452 which showed that the net
premium has a long ri@ Qd the kurtosis is Leptokurtic in nature, simply because the
return on assets ?Q ited the value of 17.43080 > 3. This implied that the variable had a
flatter shag@faﬁer tails resulting in a greater chance of extreme positive or negative
eve ever, the value of 17.43080 indicated that the insurers experienced occasional
extreme returns (either positive or negative), more extreme than the usual + or - three
standard deviations from the mean that is predicted by the normal distribution of returns on
assets and return on equity over the years understudied. However, the value of Jarque-Bera
of 1370.305 was recorded for net premium which implied that the variable had a good fit in
the distribution and also confirmed that the variable was statically significant as the p-value <

the table value (i.e, 0.0000 < 0.05).
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According to the table, the selected insurers in the industry were said to experience
underwriting profit estimated at a mean value of N1,328,750,000 billion naira and the median
value of N1,195,823,000 billion naira over the years under review. It was further observed
that, since the inception of NAICOM, the industry has been experiencing a perfect shape of
underwriting practices which staged the minimum and maximum value of the variable at -
QP

The variable according to the table deviates with N4,305,762,000 billion fro 'gﬂlean value

36272055 and 27481185 respectively.

and negatively skewed with the value of -3.485426 which showed that tﬁ%-}erwriting profit
had a long left-tail and the kurtosis is Leptokurtic in nature,'g@"i)ecause the returns
exhibited the value of 57.45475> 3. This implied that the ‘é@e had a flatter shape with
fatter tails resulting in a greater chance of extreme ®or negative events. However, the
value of 57.45475 indicated that the insurers ex Qed occasional extreme returns (either
positive or negative), more extreme than Q;J&‘al + or - three standard deviations from the
mean that is predicted by the norma @ibution of returns on assets and return on equity
over the years understudied. h(ﬁqg,) the value of Jarque-Bera of 15948.62 was recorded for
the variable which impli ab the variable had a good fit in the distribution and also

confirmed that the underwtriting profit cost was statically significant as the p-value < the table

value (i.e, %@0.05).

Fina selected insurers had a loss adjustment expenses staged at an average value of
NO0.370183billion and the Median value of N0.331100billion. The table further confirmed
that the variable had a minimum and maximum value of -7579125 and N1.255100billion
respectively. The variable according to the table deviates with 0.199833 from its mean value
and positively skewed with the value of N1.443694billion which showed that the net
premium has a long right-tail and the kurtosis is Leptokurtic in nature, simply because the

return on assets exhibited the value of 6.467286>3. This implied that the variable had a flatter
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shape with fatter tails resulting in a greater chance of extreme positive or negative events.
However, the value of 6.467286 indicated that the insurers experienced occasional extreme
returns (either positive or negative), more extreme than the usual + or - three standard
deviations from the mean that is predicted by the normal distribution of returns on assets and
return on equity over the years understudied. However, the value of Jarque-Bera of 107.7335
recorded for the variable which implied that the variable had a good fit in the distr.ibution and
also confirmed that the loss adjustment expenses was statically significant as @xalue <
the table value (i.e, 0.0000 < 0.05). The above results showed that the .c\?@usurers had

effective financial performances as shown in the previous distributiogwtrations.

>
Diagnostic Test (Panel Data) QQ’)&

Panel Unit Root Test: Summary

The panel unit root tests are established here to v @l?e stationarity of the data set used in
the thesis. It has been established that if @%&%es in a panel data set are non-stationary,
the regression results in the panel dat?b‘ lead to erroneous and misleading conclusions. To
overcome this issue, the resear: erql%ed Levin, Lin, and Chu (2002), Breitung (2000), Im,
Pesaran, and Shin (20032§kfdala and Wu (1999), and Choi (2001) (ADF - Fisher Chi-
square), PP - Fisher -square). These tests are used to determine whether or not the
variables us i@ study have a unit root. The results are organized around null hypotheses,

which ca@e cepted or rejected based on the probability and significance values. Below are

the re& obtained from testing each of the variables one after the other.
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Return on Assets (ROA)

Panel unit root test: Summary

Series: ROA

Date: 03/06/23 Time: 17:58

Sample: 2011 2020

Exogenous variables: Individual effects; Individual effects, individual linear trends; none
Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0 to 1

Newey-West automatic bandwidth selection and Bartlett kernel

Table 4.2: Return on Assets (ROA) . (b

(‘7&
Chi-square  Chi-square

Chi re P=0.05
(p-value) (p-value) ‘%&‘%ﬁ)
at

at at
Level 15t 2nd
differeges) | difference

Individual Intercept -9.55229 - ‘Df 1 -18.5981 1(0)
Levin, Lin & (0.0000) Q%) 000)  (0.0000)
Chu t* Individual Intercept and -10.4326 17.9353  -18.4364 1(0)

trend (0.0000 (10.0000)  (0.0000)

None 167.9 -15.8495  -19.0458 1(0)

. @)00) (0.0000)  (0.0000)
Individual Intercept O 1(0)
%’ -2.39903 -3.20602  -1.09181

Breitung t- Individual Intercept a I(1)
stat trend (b‘ (0.0000) (0.0007) (0.1375)
None Q) 1(0)
Individual Interc€pt -4.10106 -6.13193  -7.32584 1(0)
Im, Pesaran {: (0.0000) (0.0000)  (0.0000)
and Shin W-  In 'Vi@n rcept and -1.69458 -2.79428  -1.59273 I(1)
stat tré) (0.0083) (10.0026) (0.0556)
0
@%ividual Intercept 67.7865 93.1326 99.1067 1(0)
ADF - Fi§% (0.0000) (0.0000)  (0.0000)
Chi-s u@ Individual Intercept and 167.920 75.4992  54.3264 1(0)
é trend (0.0000) (10.0000)  (0.0009)
None 167.920 192.397  170.023 1(0)
(0.0000) (0.0000)  (0.0000)
Individual Intercept 72.7299 154.446 165.672 1(0)
PP - Fisher (0.0000) (0.0000)  (0.0000)
Chi-square Individual Intercept and 86.0942 120.990  121.939 1(0)
trend (0.0000) (10.0000)  (0.0000)
None 66.6709 206.732  209.317 1(0)
(0.0000) (0.0000)  (0.0000)
At LI ** Probabilities for Fisher tests are computed using an asymptotic Chi

-square distribution. All other tests assume asymptotic normality.
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Atlland T ** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

None
** Probabilities for Fisher tests are computed using an asymptotic Chi -square
distribution. All other tests assume asymptotic normality

Source: E-view 9.0

Analysis Result, 2022
A
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Figure 4.2: on Assets (ROA)

Sourt' rosoft Excel, 10.0

From the table 4.2, the test is assumed to have null hypothesis as Ho: return on assets has unit
root, Ha: return on assets has no unit root. The results are compared with P-value of 0.05. At
level, the Levin, Lin & Chu t*read 0.0000 < 0.05, Im, Pesaran and Shin W-stat had 0.0000 <
0.05; and ADF - Fisher Chi-square recorded 0.0000 < 0.05 as well as PP - Fisher Chi-square

with 0.0000<0.05. These implied that at level, the null hypothesis is rejected and alternative
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hypothesis is accepted which means that return variable on asset has no unit root (non-

stationary)

At Individual effects, individual linear trends, the test are assumed to have null hypothesis as
Ho: return on assets has unit root, Ha: return on assets has no unit root. The results are
compared with P-value of 0.05. The Levin, Lin & Chu t* read a chi-square value of -10.4326
and the p-value of 0.0000 < 0.05, Breitung t-stat had a chi-square value of -2.3999{%@ the
p-value of 0.0000 < 0.05. However, Im, Pesaran and Shin W-stat and AD QBisher Chi-
square as well as PP - Fisher Chi-square had the statistical chi-square‘%ﬁs of: (-1.69458
and 0.0083); (167.920 and 0.0000) and (86.0942 and 0.0000) resp% 9 These implied that

at individual linear trends, the null hypothesis is rejecte@&% alternative hypothesis is

accepted which means that return variable on asset%@dt root (non-stationary)

At none, the test is also assumed to have null hesis as Ho: return on assets has unit root,
and Ha: return on assets has no unit rogt. Qe).evin, Lin & Chu t* read a chi-square value of
-167.920 and the p-value of 0.0000 . Here, no Breitung t-stat and Im, Pesaran and Shin
W-stat are considered. ADF —Mr Chi-square as well as PP - Fisher Chi-square had the
statistical chi-square Va@f' ?167.920 and 0.0000) and (66.6709 and 0.0000) respectively.

These implied t% one, the null hypothesis is rejected and alternative hypothesis is

accepted w‘l@ans that return variable on asset has no unit root (non-stationary)

QO

The ere also assumed to have null hypothesis as Ho: return on assets has unit root, Ha:
return on assets has no unit root. The results read that, at 1% difference, the Levin, Lin & Chu
t* recorded a chi-square and probability values of 14.9920(0.0000 < 0.05), Im, Pesaran and
Shin W-stat valued at -6.13193(0.0000 < 0.05); and ADF - Fisher Chi-square with 93.1326

(0.0000 < 0.05) as well as PP - Fisher Chi-square with 154.446 (0.0000 < 0.05). These
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implied that I1%'difference, the null hypothesis is rejected and alternative hypothesis is

accepted which means that return variable on asset has no unit root (non-stationary).

At individual linear trends, the test assumed to have null hypothesis as Ho: return on assets
has unit root, Ha: return on assets has no unit root. The Levin, Lin & Chu t* read a chi-square
and probability values: -17.9353(0.0000 < 0.05), Breitung t-stat had a chi-square and p-value
of -3.20602 (0.0007 < 0.05). However, Im, Pesaran and Shin W-stat and ADF - F}{Ey Chi-
square as well as PP - Fisher Chi-square had the statistical chi-square valugs values of:
(-2.79428 and 0.0026); (75.4992 and 0.0000) and (120.990 and 0.000G%EC'EWGI}’. These
implied that at individual linear trends / 1% difference, the nuHl ‘@)ﬂ'ﬁssis is rejected and

alternative hypothesis is accepted which means that return Vq'i:ﬂ%e on asset has no unit root

(non-stationary). Q&

At none under the 1% difference, the test as @assumes to have null hypothesis as Ho:
return on assets has unit root, and Ha: 1 tqu,}lssets has no unit root. The Levin, Lin & Chu
t* read a chi-square and probabili@s of -15.8495(0.0000 <0.05). ADF - Fisher Chi-

'}

square and PP - Fisher Chi-s uMd the statistical chi-square and p-values of: (192.397 and
&And (0.0000 <0.05)) respectively. These implied that at none,

(0.0000 < 0.05) and (208"

the null hypothesis 1Ssejected and alternative hypothesis is accepted which means that return
y SK y

variable on@s no unit root (non-stationary)

In o@o authenticate the stationarity of the data obtained on ROA, panel unit root test
underwent the second difference stage. The test here also assumed to have null hypothesis as
Ho: return on assets has unit root, Ha: return on assets has no unit root. The results read that,
at 2" difference, the Levin, Lin & Chu t* recorded a chi-square and probability values of -
19.4593 (0.0000 < 0.05), Im, Pesaran and Shin W-stat valued at -9.36286(0.0000 < 0.05); and

ADF - Fisher Chi-square with 121.189 (0.0000 < 0.05) as well as PP - Fisher Chi-square with
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165.672 (0.0000 < 0.05). These implied that at 2™ difference, the null hypothesis is rejected
and alternative hypothesis is accepted which means that return variable on asset has no unit

root (non-stationary).

At individual linear trends under the 2™ difference, the test assumed to have null hypothesis
as Ho: return on assets has unit root, Ha: return on assets has no unit root. The Levin, Lin &
Chu t* read chi-square and probability values: -17.0280 (0.0000 < 0.05), Breltung®at had
chi-square and p-value of -2.96076 (0.0015< 0.05). However, Im, Pesa,ra% Shm W-
stat and ADF - Fisher Chi-square as well as PP - Fisher Chi-square G%&e statistical chi-
square values and p-values of: (-2.33377 (0.0098 < 0.05)); 67@5?0 0000< 0.05) and

(121.939 (0.0000< 0.05)) respectively. These implied that &wﬂual linear trends / 2™

difference, the null hypothesis is rejected and altern. :u@;pothesm is accepted which means

that return variable on asset has no unit root (no ary)
At none under the 2" difference, the test med to have null hypothesis as Ho: return on
assets has unit root, and Ha: return cts has no unit root. The Levin, Lin & Chu t* read a

chi-square and probability VaIueX? --19.0458 (0.0000 <0.05). ADF - Fisher Chi-square and

'}
PP - Fisher Chi-square @ statistical chi-square and p-values of: (193.324 and (0.0000 <

0.05) and (209.317 (0.0000 <0.05)) respectively. These implied that at none, the null

hypothesiw%@ed and alternative hypothesis is accepted which means that return variable

on a@“o unit root (non-stationary)

Variable 2: Return on Equity (ROE)

Panel unit root test: Summary

Series: ROE

03/06/23 Time: 18:10

Sample: 2011 2020

Exogenous variables: Individual effects; Individual effects, individual linear trends; none
Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0 to 1

Newey-West automatic bandwidth selection and Bartlett kernel
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Table 4.3: Return on Equity (ROE)

Chi-square  Chi-square  Chi-square P=0.05
(p-value) (p-value) (p-value)

at at at
Level It 2nd
difference  difference
Individual Intercept -8.53577 -12.6086  -13.4459 1(0)
Levin, Lin & (0.0000) (0.0000)  (0.0000)
Chu t* Individual Intercept and -12.1090 -13.7643  -22.5652 1(0)
trend (0.0000) (0.0000) (0.0000&
None -8.10940 -12.2095  -16.49 1(0)
(0.0000) (0.0000) Q@
Individual Intercept
Breitung t- Individual Intercept and 0.60924 0.09 0 23681 I(3)
stat trend (0.7288) 0.5 3%), (0.4064)
None
Individual Intercept -4.05 662' Q@ 7774  -5.91315 1(0)
Im, Pesaran (O 0 (0 0000)  (0.0000)
and Shin W-  Individual Intercept and -2.12064  -1.89928 I(2)
stat trend ( (0.0170)  (0.0288)
None
Individual Intercept (-) 67.3438 79.6351  81.4171 1(0)
ADF - Fisher %’ (0.0000) (0.0000)  (0.0000)
Chi-square Individual Interc 50.0221 61.7271  50.8037 I(3)
trend % (0.0014) (0.0000)  (0.0011)
None 68.8437 158.588  142.474 1(0)
% (0.0000) (0.0000)  (0.0000)
@n ercept 67.6997 128.949  156.322 1(0)
PP - Fisher (0.0000) (0.0000)  (0.0000)
Chi-square dual Intercept and 67.2140 119.718 130.186 1(0)
Q d (0.0000) (0.0000)  (0.0000)
None 75.4034 187.830  192.455 1(0)

(0.0000)  (0.0000)  (0.0000)

m\'} ** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

Atlland T ** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

None
** Probabilities for Fisher tests are computed using an asymptotic Chi -square
distribution. All other tests assume asymptotic normality

Source: E-view 9.0

Analysis Result, 2022

119



Individual...

PP - Fish 200———Levin, Lin...
- Fis e.r‘?,'i15't;_)-- e M
A 1] = S AN = Chi-square (p-value) at
PP- Fisher/ / SO/ Level
ADF[‘[ : |‘ Levin, Lin...  ——chi-square (p-value) at
" Levin, Lin... 1stdifference
ADF-?‘.;:' T _‘."":'"""Breitungt-... ——=Chi-square (p-value) at
Breitung t-... 2nd difference
ADF-% /| | | _~“Breitungt-..
Im, Pesara..——Tm, Pesara...

Im, Pesara...

Q&
Figure 4.3: Return on Equity (ROE) @

Source: Microsoft Excel, 10.0 ‘\%

From the table 4.3, the test is assume t(gaire null hypothesis as Ho: return on equity has
unit root, Ha: return on equity has@!nit root. The results obtained are compared with P-
value of 0.05. At level, the Levitt, Lin & Chu t* a chi-square and probability value of: --
8.53577 (0.0000 < %@@esa&m and Shin W-stat had -4.05662(0.0000 < 0.05); and
ADF - Fisher Chh@, e recorded 67.3438 (0.0000 < 0.05) as well as PP - Fisher Chi-square
with 67.69@900<0.05). These implied that at level under Individual Intercept, the null
hyp@s rejected which means that return variable on equity has no unit root (non-

stationary).

At individual linear trends, the test is assumed to have null hypothesis as Ho: return on equity
has unit root, Ha: return on equity has no unit root. The Levin, Lin & Chu t* read a chi-
square and probability value of -12.1090 (0.0000 < 0.05), Breitung t-stat had a chi-square and

the p-value of 0.60924 (0.7288> 0.05). However, Im, Pesaran and Shin W-stat and ADF -
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Fisher Chi-square as well as PP - Fisher Chi-square had the statistical chi-square values of: (-
-1.53989 (0.0618>0.05)); (50.0221 (0.0014 <0.05)) and (67.2140 (0.0000 < 0.05))
respectively. These implied that at individual linear trends, the null hypothesis is rejected

which means that return on equity has no unit root (non-stationary).

At none, the test is also assumed to have null hypothesis as Ho: return on equity has unit root,
and Ha: return on equity has no unit root. The Levin, Lin & Chu t* read a chi-‘s& and
probability values of -8.10940 (0.0000 < 0.05). Here, no Breitung t-stat and @aran and
Shin W-stat are considered. ADF - Fisher Chi-square and PP - Fishe \square had the
statistical chi-square and p-values of: (68.8437 (0.0000< 0.05)y K §4034(0.0000<0.05)

respectively. These implied that at none, the null hypothg'%&'s rejected and alternative

hypothesis is accepted which means that return on %i[&s no unit root (non-stationary).

The test here also assumed to have null hypotbﬁas Ho: return on equity has unit root, Ha:
return on equity has no unit root. The r su@d that, at 1% difference, the Levin, Lin & Chu
t* recorded a chi-square and probat%b'values of -12.6086 (0.0000 < 0.05), Im, Pesaran and
Shin W-stat valued at -5.57774 000 < 0.05); and ADF - Fisher Chi-square with 79.6351
(0.0000 < 0.05) as we&% '}— Fisher Chi-square with 128.949(0.0000 < 0.05). These

implied that 1% % ce, the null hypothesis is rejected and alternative hypothesis is

accepted w‘l@ans that return on equity has no unit root (non-stationary).

At i@ual linear trends, the test assumed to have null hypothesis as Ho: return on equity
has unit root, Ha: return on equity has no unit root. The Levin, Lin & Chu t* read a chi-
square and probability values: -13.7643 (0.0000 < 0.05), Breitung t-stat had a chi-square and
p-value of 0.09253(0.5369< 0.05). However, Im, Pesaran and Shin W-stat and ADF - Fisher
Chi-square as well as PP - Fisher Chi- square had the statistical chi-square values and p-

values of: (-2.12064(0.0170<0.05); ( 61.7271(0.0000<0.05) and (119.718(0.0000< 0.05))
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respectively. These implied that at individual linear trends / 1% difference, the null hypothesis
is rejected and alternative hypothesis is accepted which means that return on equity has no

unit root (non-stationary).

At none under the 1% difference, the test as well assumes to have null hypothesis as Ho:
return on equity has unit root, and Ha: return on equity has no unit root. The Levin, Lin &
Chu t* read a chi-square and probability values of -12.2095 (0.0000 <0.05). AD@Eisher
Chi-square and PP - Fisher Chi-square had the statistical chi-square and p-yal 7 (158.588
and (0.0000 < 0.05) and (187.830and (0.0000 <0.05)) respectively. ﬂ%}mplied that at

none, the null hypothesis is rejected and alternative hypothesis is ‘@}t.e\d which means that

CD

return on equity has no unit root (non-stationary). Q‘)&

The panel unit root test undergone the second di%’&age and the test also assumed to

have null hypothesis as Ho: return on equity @init root, Ha: return on equity has no unit

root. The results read that, at 2" diffe enQ_ﬂ} Levin, Lin & Chu t* recorded a chi-square

and probability values of —13.4459% < 0.05), Im, Pesaran and Shin W-stat valued at --

5.91315 (0.0000 < 0.05); and AB'E)— Fisher Chi-square with 81.4171 (0.0000 < 0.05) as well

as PP - Fisher Chi-s ua@P%SZZ (0.0000 < 0.05). These implied that at 2" difference,
.

the null hypothesj ected and alternative hypothesis is accepted which means that return

on equity k%@lit root (non-stationary)

At iual linear trends under the 2™ difference, The Levin, Lin & Chu t* read chi-square
and probability values: -22.5652 (0.0000 < 0.05), Breitung t-stat had chi-square and p-value
of -0.23681 (0.4064> 0.05). However, Im, Pesaran and Shin W-stat and ADF - Fisher Chi-
square as well as PP - Fisher Chi-square had the statistical chi-square values and p-values of:
(-1.89928  (0.0288> 0.05)); (50.8037 (0.0011< 0.05) and (130.186 (0.0000 < 0.05))

respectively. These implied that at individual linear trends / 2 difference, the null hypothesis
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is rejected and alternative hypothesis is accepted which means that return on equity has no

unit root (non-stationary).

At none under the 2™ difference, the test assumed to have null hypothesis and the Levin, Lin
& Chu t* read a chi-square and probability values of -16.4904 (0.0000 <0.05). ADF - Fisher
Chi-square and PP - Fisher Chi-square had the statistical chi-square and p-values of: (142.474
and (0.0000 < 0.05) and (192.455 and (0.0000 <0.05)) respectively. These imﬁ@at at

none, the null hypothesis is rejected and alternative hypothesis is accepted,w%kneans that

return on equity has no unit root (non-stationary) ‘%

. "
Net Claim (Net_C) %)\\‘
Panel unit root test: Summary . 4@
\S

Series: Net C

Date: 03/06/23 Time: 18:10 Q’Q

Sample: 2011-2020

Exogenous variables: Individual effects; Indiv{@effects, individual linear trends; none
Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0 to 1

Newey-West automatic bandwidth sele%w and Bartlett kernel

-

Table 4.4: Net Claim

Chi-square  Chi-square  Chi-square P=0.05

2y~
@“ (p-value) (p-value) (p-value)

Q at at at
Level It 2nd
‘\s difference  difference
\Jhdividual Intercept 3.30552 -1.48319 -4.45803 1(2)
Levin, Lin (0.9995) (0.0690) (0.0000)
Chut% Q Individual Intercept and -2.67266 -4.33304 -50.7183 1(0)
trend (0.0038) (0.0000) (0.0000)
None 4.54987 -4.71410 -11.2013 I(1)

(1.0000) (0.0000) (0.0000)
Individual Intercept

Breitung t- Individual Intercept and 0.86087 0.12189 0.54202 I(3)
stat trend (0.8053) (0.5485) (0.7061)

None

Individual Intercept 2.42141 -1.07405 -2.56102 1(2)
Im, Pesaran (0.9923) (0.1414) (0.0052)
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and Shin W-  Individual Intercept and 0.64959 0.17173 -4.07202 1(2)

stat trend (0.7420) (0.5682) (0.0000)
None
Individual Intercept 12.3349 33.9061 51.1747 1(2)
ADF - Fisher (0.9891) (0.1374) (0.0023)
Chi-square Individual Intercept and 19.2363 26.5072 45.9769 1(2)
trend (0.8263) (0.4355) (0.0092)
None 9.32089 61.0589 106.305 I(1)
(0.9989) (0.0001) (0.0000)
Individual Intercept 25.1061 102.666 157.432 I(1)
PP - Fisher (0.5130) (0.0000) (0.0000&%,
Chi-square Individual Intercept and 45.7271 105.398 136 1(0)
trend (0.0098) (0.0000) «0 )
None 7.56866 129.864 5 2 I(1)
(0.9998) (0.0000) .0000)
At LI ** Probabilities for Fisher tests are computed usin%assymptotlc Chi
-square distribution. All other tests assume totic normality.

Atlland T ** Probabilities for Fisher tests are computed@@} an asymptotic Chi
-square distribution. All other tests @ asymptotic normality.

A
Yy
** Probabilities for Fisher tests are,computed using an asymptotic Chi -square
distribution. All other tests a me asymptotic normality

None

Source: E-view 9.0 0

Analysis Result, 2022 'e
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Figure: 4.4: Net Claim
Source: Microsoft Excel 10.0
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From the table 4.4, the test is assumed to have null hypothesis as Ho: Net claim has unit root,
Ha: Net claim has no unit root. At level, the Levin, Lin & Chu t* had a chi-square and
probability value of 3.30552 (0.9995>0.05), Im, Pesaran and Shin W-stat had 2.42141
(0.9923>0.05); and ADF - Fisher Chi-square recorded 12.3349 (0.9891> 0.05) as well as PP -
Fisher Chi-square with 25.1061 (0.5130 > 0.05). These implied that at level under Individual
Intercept, the null hypothesis which says, net claim has unit root is accepted. Tha.t is_data on

net claim is stationary at level. Qh)(\

At individual linear trends, the test assumed to have null hypothesis as ﬁ%ﬁ claim has unit
root, Ha: Net claim has no unit root. The Levin, Lin & Chu@?&i a chi-square and
probability value of -2.67266 (0.0038< 0.05), Breitung t-stat %@ chi-square and the p-value
of 0.86087 (0.8053> 0.05). However, Im, Pesaran n@n W-stat and ADF - Fisher Chi-
square as well as PP - Fisher Chi-square %ﬂ e statistical chi-square values of:

(0.64959(0.5130>0.05)); (38.1220 (0.059@'}

Based on the majority of the tests, @value results, at individual linear trends, the null

d (45.7271 (0.0098> 0.05)) respectively.

hypothesis are accepted which ﬁﬁg‘{hat net claim has unit root (stationary).

At none, the test is also@(? to have null hypothesis as Ho: Net claim has unit root, and
Ha: Net claim he*s\i it root. The Levin, Lin & Chu t* read a chi-square and probability
values of 9@.0000 > 0.05). ADF - Fisher Chi-square and PP - Fisher Chi-square had
the i 1 chi-square and p-values of: (9.32089 (0.9989> 0.05) and [7.56866 (0.9998 >
0.05)] respectively. The results implied that at none, the null hypothesis is accepted which

means that net claim has unit root (stationary).

The test here also assumed to have null hypothesis and the results read that, at 1 difference,
the Levin, Lin & Chu t* recorded a chi-square and probability values of -1.48319

(0.0690>0.05), Im, Pesaran and Shin W-stat valued at -1.07405 (0.1414>0.05); and ADF -
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Fisher Chi-square with 33.9061 (0.1374< 0.05) as well as PP - Fisher Chi-square with
102.666 (0.0000 < 0.05). These implied that 1% difference, the null hypothesis is rejected

which means that net claim has no unit root (non-stationary).

At individual linear trends, the test assumed to have null hypothesis and the Levin, Lin &
Chu t* read a chi-square and probability values: -4.33304(0.0000 < 0.05), Breitung t-stat had
a chi-square and p-value of 0.12189 (0.5485> 0.05). However, Im, Pesaran arrc;\ in W-
stat and ADF - Fisher Chi-square as well as PP - Fisher Chi-square had th h%tical chi-
square values and p-values of: (0.17173 (0.5682>0.05); (26.5072 (0.43@ and (105.398
(0.0000 < 0.05)) respectively. These implied that at individual ii% ends / 1% difference,

the null hypothesis is accepted which means that net claim hazﬁ)g% root (non-stationary).

Q

At none under the 1% difference, the test as well q@% have null hypothesis as Ho: Net
Claim has unit root, and Ha: Net Claim has no@root. The Levin, Lin & Chu t* read a chi-
square and probability values of -8.13 8@9}00 <0.05). ADF - Fisher Chi-square and PP -
Fisher Chi-square had the statistica@square and p-values of: (104.283 and (0.0000 < 0.05)
and (129.864 (0.0000 <0.05)) re}%tively. These implied that at none, the null hypothesis is

'}
rejected which means tl@ aim has no unit root (non-stationary).

The second diffe&ge stage of the panel unit root test also assumed to have null hypothesis as
Ho: Net claim has unit root, Ha: Net claim has no unit root. The results read that, at 2"
diffe@, the Levin, Lin & Chu t* recorded a chi-square and probability values of -4.45803
(0.0000 < 0.05), Im, Pesaran and Shin W-stat valued at -2.56102(0.0052 < 0.05); and ADF -
Fisher Chi-square with 51.1747 (0.0023<0.05) as well as PP - Fisher Chi-square with
157.432 (0.0000 < 0.05). These implied that at 2" difference, the null hypothesis is rejected

which means that net claim has no unit root (non-stationary).
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At individual linear trends under the 2" difference, The Levin, Lin & Chu t* read chi-square
and probability values: -50.7183 (0.0000 < 0.05), Breitung t-stat had chi-square and p-value
of 0.54202 (0.0009> 0.05). However, Im, Pesaran and Shin W-stat and ADF - Fisher Chi-
square as well as PP - Fisher Chi-square had the statistical chi-square values and p-values of:
(-4.07202(0.0029 > 0.05)); (45.9769 (0.0092< 0.05) and (136.506 (0.0000 < 0.05))
respectively. These implied that at individual linear trends / 2" difference, the null.hy othesis
is rejected which means that loss adjustment expenses has no unit root (non-stati@'%).

At none under the 2" difference, the test assumed to have null hypothesi : \S@ Levin, Lin
& Chu t* read a chi-square and probability values of -11.2013 (9.00%%0.05). ADF - Fisher
Chi-square and PP - Fisher Chi-square had the statistical chi-s&@nd p-values of: (106.305
and (0.0000 < 0.05) and (195.222 and (0.0000 <0.05)) ectively. These implied that at

none, the null hypothesis is rejected which me@% net claim has no unit root (non-

stationary) N \
Q)\
Q>

Net Premium (Net P)
P

Panel unit root test: Summary
Series: Net P

Date: 03/06/23 Time: 18; |
Sample: 2011-2020

Exogenous Variablﬁl?vi ual effects; Individual effects, individual linear trends; none
Automatic Seled% aximum lags

Automatic | 1@ selection based on SIC: 0 to 1
Newey—Wé%omatic bandwidth selection and Bartlett kernel

QQ
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Table 4.5: Net Premium

Chi-square  Chi-square  Chi-square P=0.05
(p-value) (p-value) (p-value)

at at at
Level 15t 2nd
difference  difference
Individual Intercept 7.32204 -1.12114 -6.61999 1(2)
Levin, Lin & (1.0000) (0.1311) (0.0000)
Chu t* Individual Intercept and 0.03226 -7.05695 -2.28495 1(2)
trend (0.5129) (0.0000) (0.0112) (b:
None -0.19474 -2.88252 -9.6 \ I(1)
(0.4228) (0.0020) .
Individual Intercept (\
Breitung t- Individual Intercept and 3.51035 0.4971 N 0.78307 I(3)
stat trend (0.9998) (0. 69@ (0.7832)
None
Individual Intercept 4.6905 1' %)06664 -2.39026 1(2)
Im, Pesaran (1 00 0 (0 5266) (0.0084)
and Shin W-  Individual Intercept and -0.09242 -0.15485 I(3)
stat trend & (0.4632) (0.4385)
None (j\\‘
Individual Intercept %v 5.55327 24.7509 48.0863 1(2)
ADF - Fisher g) (1.0000) (0.4194) (0.0025)
Chi-square Individual Iné@ and 9.06415 29.5882 27.0092 I(3)
trend (0.9975) (0.1988) (0.2109)
None 21.9540 39.7315 93.5585 I(1)
g (0.6912) (0.0299) (0.0000)
@l ntercept 7.40870 60.9696 135.087 I(1)
PP - Fisher (0.9999) (0.0001) (0.0000)
Chi-square 1Vidual Intercept and 24.4660 73.4819 114.457 I(1)
‘% rend (0.4352) (0.0000) (0.0000)
None 8.58296 75.6847 169.364 I(1)
(0.9995) (0.0000) (0.0000)
At I.N ** Probabilities for Fisher tests are computed using an asymptotic Chi

-square distribution. All other tests assume asymptotic normality.

Atlland T ** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

None
** Probabilities for Fisher tests are computed using an asymptotic Chi -square
distribution. All other tests assume asymptotic normality

Source: E-view 9.0

Analysis Result, 2022
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Figure: 4.5 Net Premium

Source: Microsoft Excel 10.0 ®
From the table 4.5, the test is assumed to C\@i hypothesis as Ho: Net Premium has unit
e

root, Ha: Net Premium has no unit roo vel, the Levin, Lin & Chu t* had a chi-square
and probability value of 7.32204 ( O> 0.05), Im, Pesaran and Shin W-stat had 4.69051
(1.0000>0.05); and ADF - Fi &n square recorded 5.55327 ( 1.0000> 0.05) as well as PP
- Fisher Chi-square tl@% 0 (0.9999> 0.05). These showed that at level under Individual
Intercept, the nu&xpothesis which says, net premium has unit root is rejected. Net premium

data is non-stationary at level.

Q
At i@dual linear trends, the test as well assumed to have null hypothesis as Ho: Net
premium has unit root, Ha: Net premium has no unit root. The Levin, Lin & Chu t* read a
chi-square and probability value of 0.03226 (0.5129> 0.05), Breitung t-stat had a chi-square
and the p-value of 3.51035 (0.9998> 0.05). However, Im, Pesaran and Shin W-stat and ADF -
Fisher Chi-square as well as PP - Fisher Chi-square had the statistical chi-square values of:

(1.50624(0.9340>0.05)); (9.06415 (0.9975> 0.05)) and (24.4660 (0.4352> 0.05)) respectively.
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Based on the tests, the p-value results, at individual linear trends, showed that the null

hypothesis is rejected which means that net premium has no unit root.

At none, the test is also assumed to have null hypothesis as Ho: Net premium has unit root,
and Ha: Net premium has no unit root. The Levin, Lin & Chu t* read a chi-square and
probability values of -0.19474 (0.4228>0.05). ADF - Fisher Chi-square and PP - Fisher Chi-
square had the statistical chi-square and p-values of: (21.9540 (0.6912> 0.05) aﬂq\fN8296

(0.9995 > 0.05)] respectively. The results implied that at none, the null hypotS%)is rejected

which means that net premium has no unit root. ‘%

The test here also assumed the same hypothesis and the results @,ﬂ at 1% difference, the
Levin, Lin & Chu t* recorded a chi-square and probabilit@es of -1.12114(0.1311>0.05),
Im, Pesaran and Shin W-stat valued at 0.06664 (0@05); and ADF - Fisher Chi-square
with 24.7509 (0.4194>0.05) as well as PP E{% Chi-square with 60.9696(0.0001< 0.05).

N

These implied that at 1% difference, th;e @hypothesis is accepted which means that net

premium has unit root (non—stationa@-

At individual linear trends, e dest assumed to have null hypothesis and the Levin, Lin &
Chu t* read a chi-s r%&probability values: -7.05695 (0.0000 < 0.05), Breitung t-stat had
a chi-square an%g—ivalue of 0.49716 (0.6905>0.05). However, Im, Pesaran and Shin W-
stat and ADF. - Fisher Chi-square as well as PP - Fisher Chi-square had the statistical chi-
sque@xlues and p-values of: (-0.09242 (0.4632> 0.05); (29.5882 (0.1988>0.05) and
(73.4819 (0.0000 < 0.05)) respectively. These implied that at individual linear trends / 1%
difference, the null hypothesis is accepted which means that net premium has unit root (non-

stationary).

At none under the 1% difference, the test as well assumes to have null hypothesis as Ho: Net

premium has unit root, and Ha: Net premium has no unit root. The Levin, Lin & Chu t* read
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a chi-square and probability values of -2.88252 (0.0020 < 0.05). ADF - Fisher Chi-square and
PP - Fisher Chi-square had the statistical chi-square and p-values of: (39.7315 (0.0299 < 0.05)
and (75.6847(0.0000 <0.05)) respectively. These implied that at none, the null hypothesis is

rejected which means that net premium has no unit root (non-stationary).

The second difference stage of the panel unit root test assumed to have null hypothesis as Ho:
Net premium has unit root, Ha: Net premium has no unit root. The results read‘t}@at 2nd
difference, the Levin, Lin & Chu t* recorded a chi-square and probability ya &-6.61999
(0.0000 < 0.05), Im, Pesaran and Shin W-stat valued at -2.39026 (0.0@5); and ADF -
Fisher Chi-square with 48.0863(0.0025>0.05) as well as PP - Fis‘lyé\&é\j-'équare with 135.087

(0.0000 < 0.05). These implied that at 2" difference, the néb%pothesis is rejected which

means that net premium has no unit root (non-statiogq@\

At individual linear trends under the 2" difquﬁ@sThe Levin, Lin & Chu t* read chi-square
and probability values: -2.28495 (0.0I%Q)_)}), Breitung t-stat had chi-square and p-value
of 0.78307 (0.0084< 0.05). Howev@m, Pesaran and Shin W-stat and ADF - Fisher Chi-
square as well as PP - Fisher Chi-$quare had the statistical chi-square values and p-values of:
-0.15485 (0.4385>0.05)6Q. (?92 (0.2109>0.05) and (114.457(0.0000<0.05)) respectively.

These implied thg& individual linear trends / 2" difference, the null hypothesis is rejected

which mea@et premium has no unit root

At n@nder the 2™ difference, the test assumed to have null hypothesis and the Levin, Lin
& Chu t* read a chi-square and probability values of -9.69290 (0.0012 <0.05). ADF - Fisher
Chi-square and PP - Fisher Chi-square had the statistical chi-square and p-values of:
(193.5585 and (0.0000 < 0.05) and (169.364 and (0.0000 <0.05)) respectively. These implied
that at none, the null hypothesis is rejected which means that net claim has no unit root (non-

stationary).
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Underwriting Profit (UnderW P)
Panel unit root test: Summary
Series: UnderW_P
Date: 03/06/23 Time: 18:10
Sample: 2011-2020
Exogenous variables: Individual effects; Individual effects, individual linear trends; none
Automatic selection of maximum lags
Automatic lag length selection based on SIC: 0 to 1
Newey-West automatic bandwidth selection and Bartlett kernel

Table 4.6: Underwriting Profit .
AD

Chi-square  Chi-square Chi—s@‘ P=0.05
)

(p-value) (p-value)  «
at at A E@b

Level Ist 2nd
differe » difference
Individual Intercept -2.74272 -9.8‘1.%% ' -16.3532 1(0)
Levin, Lin & (0.0030) (O (0.0000)
Chu t* Individual Intercept -7.89187 647 -13.6739 1(0)
and trend (0. OOOO) .0000) (0.0000)
None -0. %&Q -10.3914 -17.5707 I(1)
(0.0000) (0.0000)
Individual Intercept ,%
Breitung t-stat Individual Intercept Q 81716 1.46457 1.13171 I(3)
and trend (0.7931) (0.9285) (0.8711)
None
Individual In prt 0.18234 -3.74666 -5.58621 I(1)
Im, Pesaran (0.5723) (0.0001) (0.0000)
and Shin W- Indivi 'ércept -0.82247 -1.82027 -0.95205 1(2)
stat ]éj (0.2054) (0.0244) (0.1705)
Q dividual Intercept 28.6842 71.0971 87.2504 I(1)
ADF - Fi (0.3256) (0.0000) (0.0000)
Chi-sqlﬁe Individual Intercept 46.1701 65.1566 48.6082 1(0)
and trend (0.0087) (0.0000) (10.0046)
None 29.9173 94.3339 139.671 I(1)
(0.2711) (0.0000) (0.0000)
Individual Intercept 33.9994 100.315 144.864 I(1)
PP - Fisher (0.1350) (0.0000) (0.0000)
Chi-square Individual Intercept 50.2660 95.9665 116.670 1(0)
and trend (0.0029) (0.0000) (0.0000)
None 26.5820 141.850 195.432 I(1)
(0.4315) (0.0000) (0.0000)
At LI ** Probabilities for Fisher tests are computed using an asymptotic Chi

-square distribution. All other tests assume asymptotic normality.
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Atlland T ** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

None
** Probabilities for Fisher tests are computed using an asymptotic Chi -square
distribution. All other tests assume asymptotic normality

Source: E-view 9.0

Analysis Result, 2022
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Figure: 4.6: Underwriti %ﬁt

Source: Microsoft ]Q&0.0

Table 4.6 as )\Hat the test had a null hypothesis as Ho: Underwriting profit has unit root,
Ha: Undﬁroﬁt has no unit root. The results obtained are compared with P-value of
0.05. level, the Levin, Lin & Chu t* a chi-square and probability value of: -
2.74272(0.18234>0.05), Im, Pesaran and Shin W-stat had 0.91017 (0.5723>0.05); and ADF -
Fisher Chi-square recorded 28.6842 (0.3256>0.05) as well as PP - Fisher Chi-square with
33.9994 (0. 1350>0.05). These implied that at level under Individual Intercept, the null

hypothesis which says, Underwriting profit has unit root is accepted. That is data on
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underwriting profit has unit root (stationary at level since the majority of the tests showed
that p-value > 0.05).

At individual linear trends, the test assumed to have null hypothesis as Ho: Underwriting
profit has unit root, Ha: underwriting profit has no unit root. The Levin, Lin & Chu t* read a
chi-square and probability value of -7.89187 (0.0000 < 0.05), Breitung t-stat had a chi-square
and the p-value of 0.81716 (0.7931> 0.05. However, Im, Pesaran and Shin W-stat.and ADF -
Fisher Chi-square as well as PP - Fisher Chi-square had the statistical chi-squar@es of: (-
0.82247(0.2054>0.05)); (46.1701 (0.0087<0.05)) and (50.2660 (0.0029< .. %spectively.
Based on the majority of the tests p-value results, at indivi.duaj%m:sar trends, the null
hypothesis is accepted which means that underwriting profit hq&@é}froot

At none, the test is also assumed to have null hypothesfs{ﬁg: Underwriting profit has unit
root, and Ha: Underwriting profit has no unit root@in, Lin & Chu t* read a chi-square
and probability values of -0.53827 (0. 167 5@) Here, no Breitung t-stat and Im, Pesaran
and Shin W-stat are considered. ADF -'&s' Chi-square and PP - Fisher Chi-square had the
statistical chi-square and p-m%@ 9.9173(0.2711>0.05) and (26.5820 (0.4315 >0.05)
respectively. The results im&d ﬂthat at none, the null hypothesis is rejected which means that

underwriting profit @t root

The test here alsotassumed to have null hypothesis as Ho: underwriting profit has unit root,
Ha: underw‘%ggproﬁt has no unit root. The results read that, at 1% difference, the Levin, Lin
& C@‘ recorded a chi-square and probability values of -9.81133(0.0000 < 0.05), Im,
Pesaran and Shin W-stat valued at -3.74666 (0.0000 < 0.05); and ADF - Fisher Chi-square
with 71.0971 (0.0000 < 0.05) as well as PP - Fisher Chi-square with 100.315 (0.0000 < 0.05).
These implied that 1%'difference, the null hypothesis is rejected and alternative hypothesis is

accepted which means that underwriting profit has no unit root.
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At individual linear trends, the test assumed to have null hypothesis as Ho: Underwriting
profit has unit root, Ha: underwriting profit has no unit root. The Levin, Lin & Chu t* read a
chi-square and probability values: -16.4647(0.0000< 0.05), Breitung t-stat had a chi-square
and p-value of 1.46457(0.0001<0.05). However, Im, Pesaran and Shin W-stat and ADF -
Fisher Chi-square as well as PP - Fisher Chi-square had the statistical chi-square values and
p-values of: (65.1566(0.0000<0.05); (95.9665 (0.0000< 0.05) and (141.850 (0.0090 < 0.05))
respectively. These implied that at individual linear trends / 1% difference, the n@othesis
is rejected which means that underwriting profit has no unit root (non-stati . 330

At none under the 1% difference, the test as well assumes to Emv%u},]S hypothesis as Ho:
Underwriting profit has unit root, and Ha: Underwriting prof&@g}no unit root. The Levin,
Lin & Chu t* read a chi-square and probability values ‘@l 7894 (0.0000 <0.05). ADF -
Fisher Chi-square and PP - Fisher Chi-square ha@: atistical chi-square and p-values of:

( 132.453and (0.0000 < 0.05) and (141.8@)‘%&9 <0.05)) respectively. These implied that
1

at none, the null hypothesis is rejected

(non-stationary) Q:b‘

means that underwriting profit has no unit root

The second difference stage t}%e panel unit root test also assumed to have null hypothesis as
Ho: Underwriting p, 1@unit root, Ha: Underwriting profit has no unit root. The results
read that, at 2" G@erence, the Levin, Lin & Chu t* recorded a chi-square and probability
values of -@2 (0.0000 < 0.05), Im, Pesaran and Shin W-stat valued at -5.58621 (0.0000
< O@% ADF - Fisher Chi-square with 87.2504 (0.0000 < 0.05) as well as PP - Fisher
Chi-square with 144.864 (0.0000 < 0.05). These implied that at 2" difference, the null
hypothesis is rejected which means that underwriting profit has no unit root (non-stationary)

At individual linear trends under the 2" difference, The Levin, Lin & Chu t* read chi-square
and probability values: -13.6739 (0.0000 < 0.05), Breitung t-stat had chi-square and p-value

of 1.13171 ( 0.0000< 0.05). However, Im, Pesaran and Shin W-stat and ADF - Fisher Chi-
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square as well as PP - Fisher Chi-square had the statistical chi-square values and p-values of:
(-0.95205 (0.1705> 0.05)); (48.6082 (0.0046< 0.05) and (116.670 (0.0000 < 0.05))
respectively. These implied that at individual linear trends / 2" difference, the null hypothesis
is rejected which means that underwriting profit has no unit root (non-stationary).

At none under the 2" difference, the test assumed to have null hypothesis and the Levin, Lin
& Chu t* read a chi-square and probability values of -17.5707 (0.0000 <0.05). APF - Fisher
Chi-square and PP - Fisher Chi-square had the statistical chi-square and p-Value%Ql 39.671
and (0.0000 < 0.05) and (195.432 and (0.0000 <0.05)) respectively. . eNifplied that at
none, the null hypothesis is rejected and alternative hypothesis i.s a&t@d which means that

return on equity has no unit root (non-stationary) &%'\
NS

Loss Adjustment Expenses (Loss_Adj)

Panel unit root test: Summary ®

Series: Loss_Adj

Date: 03/06/23 Time: 18:10 ° %

Sample: 2011-2020 ‘ )\\‘

Exogenous variables: Individual effects; 1&1' tdtial effects, individual linear trends; none

Automatic selection of maximum lags

Automatic lag length selection bziei;g C:0to 1

Newey-West automatic bandwidtitselgction and Bartlett kernel
%'\

>
S
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Table 4.7: Loss Adjustment Expenses

Chi-square  Chi-square  Chi-square P=0.05
(p-value) (p-value) (p-value)

at at at
Level Ist 2nd
difference  difference
Individual Intercept -2.90156 -3.41893 -6.43757
Levin, Lin & (0.0019) (0.0003) (0.0000)
Chu t* Individual Intercept and -2.86842 -3.81776 -12.2994
trend (0.0021) (0.0001) (0.0000) (b'
None 0.00869 -9.69268 —13.572@
(0.5035) (0.0000) 0.6 (Q)O
Individual Intercept
Individual Intercept and -2.68117 -1.75114 -0n72437
Breitung t- trend (0.0037) (0. 0400) (0.2344)
stat None %»\
Individual Intercept -1.02479 -2 2359 -3.33152
Im, Pesaran (0.1527) ° (0.0004)
and Shin W-  Individual Intercept and 0.10191 2584 -1.20409
stat trend (0. 540@% 0.5103) (0.1144)
None %
Individual Intercept QQ)I 862 46.6357 61.4566
ADF - Fisher (O 1870) (0.0077) (0.0001)

Chi-square Individual Intercept z@b‘ 23.6632 26.7058 49.2097

trend ’\) (0.5952)  (0.4249)  (0.0039)
None 15.9417 100.997 130.979

%’3 (0.9376)  (0.0000)  (0.0000)
Indivi;é% pt 62.1491 126.521 162.799

PP - Fisher (0.0001) (0.0000) (0.0000)
Chi-square Indiyi Intercept and 65.6776 120.265 127.215
r%’ (10.0000) (0.0000) (0.0000)

‘%ne 13.8567 178.720 213.588

(0.9748)  (0.0000)  (0.0000)

At LI Q\J ** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

Atlland T ** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

None
** Probabilities for Fisher tests are computed using an asymptotic Chi -square
distribution. All other tests assume asymptotic normality

Source: E-view 9.0

Analysis Result, 2022
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Figure 4.7: Loss Adjustment Expenses (Loss_Admw ’

Source: Microsoft Excel 10.0 ®

From the table 4.7, it is assumed that the Y % null hypothesis as Ho: Loss adjustment
expenses has unit root, Ha: Loss adjus@nt expenses has no unit root. At level, the Levin,
Lin & Chu t* had a chi-square and ability value of -2.90156 (0.0019 < 0.05), Im, Pesaran
and Shin W-stat had -!%4{9 (0.1527>0.05); and ADF - Fisher Chi-square recorded
32.1862(0.1870> 0.@)&11 as PP - Fisher Chi-square with 62.1491 (0.0001<0.05). These
showed that atéwel under Individual Intercept, the null hypothesis which says, loss

adjustme@ses has unit root is rejected, loss adjustment expenses data is non-stationary
at le@

At individual linear trends, the test as well assumed to have null hypothesis as Ho: Loss
adjustment expenses has unit root, Ha: Loss adjustment expenses has no unit root. The Levin,
Lin & Chu t* read a chi-square and probability value of -2.86842 (0.0021 < 0.05), Breitung t-
stat had a chi-square and the p-value of -2.68117 (0.0037 < 0.05). However, Im, Pesaran and
Shin W-stat and ADF - Fisher Chi-square as well as PP - Fisher Chi-square had the statistical
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chi-square values of: (-0.10191 (0.5406>0.05)); (23.6632 (0.5952>0.05)) and (65.6776
(0.0000<0.05)) respectively. Based on the tests, the p-value results, at individual linear trends,
showed that the null hypothesis is rejected which means that loss adjustment expenses data

has no unit root

At none, the test is also assumed to have null hypothesis as Ho: Loss adjustment expenses has
unit root, and Ha: Loss adjustment expenses has no unit root. The Levin, Lin & Ch@ead a
chi-square and probability values of 0.00869 (0.5035> 0.05). ADF - Fisher quare and
PP - Fisher Chi-square had the statistical chi-square and p-values of: (15. \(0.9376> 0.05)
and [13.8567(0.9748> 0.05)] respectively. The results imph'g{\ £ at none, the null

hypothesis is accepted which means that loss adjustment equl&;%lave unit root

The test here also assumed the same hypothesis aq@&}ﬂts read that, at 1% difference, the
Levin, Lin & Chu t* recorded a chi-square and,@ability values of -3.41893 (0.0003 < 0.05),
Im, Pesaran and Shin W-stat valued at .Q_S}(0.0IB< 0.05); and ADF - Fisher Chi-square
with 46.6357 (0.0077< 0.05) as we & - Fisher Chi-square with 126.521 (0.0000< 0.05).

These implied that at 1% differenet, the null hypothesis is rejected which means that net

'}
premium has no unit ro@

At individual li%g,trends, the test assumed to have null hypothesis and the Levin, Lin &
Chu t* read 1-square and probability values: -3.81776 (0.0001 < 0.05), Breitung t-stat had
a ch@re and p-value of -1.75114 (0.0400< 0.05). However, Im, Pesaran and Shin W-
stat and ADF - Fisher Chi-square as well as PP - Fisher Chi-square had the statistical chi-
square values and p-values of: (0.02584(0.5103> 0.05); ( 26.7058 (0.4249> 0.05) and
(120.265 (0.0000 < 0.05)) respectively. These implied that at individual linear trends / 1%
difference, the null hypothesis is rejected which means that loss adjustment expenses has no

unit root (non-stationary).
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At none under the 1% difference, the test as well assumes to have null hypothesis as Ho: Loss
adjustment expenses has unit root, and Ha: loss adjustment expenses has no unit root. The
Levin, Lin & Chu t* read a chi-square and probability values of -9.69268 (0.0000 < 0.05).
ADF - Fisher Chi-square and PP - Fisher Chi-square had the statistical chi-square and p-
values of: (100.997 (0.0000 < 0.05) and ( 178.720(0.0000 <0.05)) respectively. These implied

that at none, the null hypothesis is rejected which means that loss adjustment expenses has no

unit root Q}(\

The second difference stage of the panel unit root test assumed to have ﬁ%y\pothesis as Ho:
Loss adjustment expenses has unit root, Ha: Loss adjustment exp@)ﬁhs no unit root. The
results read that, at 2" difference, the Levin, Lin & Ch@%ecorded a chi-square and
probability values of -6.43757 (0.0000 < 0.05),1@%&% and Shin W-stat valued at -

3.33152 (0.0004 < 0.05); and ADF - Fisher Chi-%u with 61.4566 (0.0001< 0.05) as well

as PP - Fisher Chi-square with 162.799 ((@)j@@&

the null hypothesis is rejected whic@s that loss adjustment expenses has no unit root

(non-stationary). \)Q)
%'x
At individual linear tie@d r the 2" difference, The Levin, Lin & Chu t* read chi-square

05). These implied that at 2" difference,

and probability values:-12.2994 (0.0000 < 0.05), Breitung t-stat had chi-square and p-value
of —0.7243@4>0.05). However, Im, Pesaran and Shin W-stat and ADF - Fisher Chi-
sunll as PP - Fisher Chi-square had the statistical chi-square values and p-values of:
-1.20409 (0.1144> 0.05)); (49.2097 (0.0039 < 0.05) and (127.215 (0.0000 < 0.05))
respectively. These implied that at individual linear trends / 2" difference, the null hypothesis

is rejected which means that loss adjustment expenses has no unit root (non-stationary).

At none under the 2" difference, the test assumed to have null hypothesis and the Levin, Lin

& Chu t* read a chi-square and probability values of -13.5720(0.0000 <0.05). ADF - Fisher
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Chi-square and PP - Fisher Chi-square had the statistical chi-square and p-values of:
(130.979(0.0000 < 0.05) and (213.588(0.0000 <0.05)) respectively. These implied that at
none, the null hypothesis is rejected which means that loss adjustment expenses has no unit

root (non-stationary).

Panel Co-Integration Test

In this study, the researcher used Johansen's test of co-integration to perform co-in(@ation
tests on the variables in the models. Table 4.3 shows the co-integration éa}fs for the

variables. At the 5% level of significance, the result indicates the exister’%k co-integrating

equation. . %'\
&%\\
Pedroni Residual Cointegration Test Q)

Series: ROA ROE NET CL NET P UNDERW P ) $
LOSS ADJ
Date: 03/06/23 Time: 18:41
Sample: 2011 2020 . %
Included observations: 130 \
Cross-sections included: 13 in non-patametrig (PP) test; 10 (3
dropped)

parametric (ADF) test (b,
Null Hypothesis: No cointegration
Trend assumption: No determini$tic trend

User-specified lag length:
Newey-West automatic b@ idth selection and Bartlett kernel

Table 4.8: Cointegﬁon Test

X

Alternativ \gsis: common AR coefs. (within-dimension)
Weighted
Q Statistic Prob. Statistic ~ Prob.
Pa@tatistic -0.089448 0.5356 -1.777489 0.9623
Panel rho-Statistic 3.250254  0.9994  3.192902 0.9993

Panel PP-Statistic -5.272034  0.0000 -7.236184 0.0000
Panel ADF-Statistic  0.547661  0.7080 0.961848 0.8319

Alternative hypothesis: individual AR coefs. (between-
dimension)

Statistic Prob.
Group rho-Statistic ~ 4.696058  1.0000
Group PP-Statistic  -13.82359  0.0000
Group ADF-Statistic 1.128126  0.8704
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Cross section specific results

Phillips-Peron results (non-parametric)

Cross ID  AR(1) Variance HAC Bandwidth Obs
AIICO -0.273 7.03E-05 3.30E-05 5.00 9
CHI -0.379 0.000103 2.57E-05 7.00 8
CORNER  -0.318 2.81E-05 1.13E-05 8.00 9
GUINEA  -0.741 1.73E-06 1.73E-06 0.00 7
IEI -0.078 0.000640 0.000640 0.00 7
LASACO -0.843 241E-06 6.57E-07 8.00 9
LINKAGE 0.010 6.23E-06 6.58E-06 1.00 9
MUTUAL -0.734 6.80E-05 6.80E-05 0.00 9
NEM -0.141 9.51E-06 3.61E-06 8.00 9
PRESTIGE -0.259 8.13E-06 3.69E-06 7.00 9
REGENCY 0.088 0.000115 0.000115 0.00 9
SOV TRUST -0.595 5.49E-05 5.30E-05 1.00 9
UNIVERSA
L -0.080 1.60E-06 1.39E-06 2.00 9
Augmented Dickey-Fuller results (parametric)
Cross ID  AR(1) Variance Lag % Max lag Obs
AIICO -1.221 3.52E-05 1 -- 8
CHI Dropped from Test
CORNER  -1.176 1.81E-05 1 - 8
GUINEA Dropped fromr Test
IEI Droppedfrom™Test
LASACO -1.244 1.95E-06 1 -- 8
LINKAGE 0.097 6,95E-06 1 -- 8
MUTUAL  -1.008 ~546E<05 1 - 8
NEM -0.826 $.56E-06 1 -- 8
PRESTIGE -0.632~ 8.33E-06 1 - 8
REGENCY<_ (073 7.74E-05 1 -- 8
SOV TRUST=-0.749 5.87E-05 1 -- 8
UNIVERSA
C -0.259 1.74E-06 1 -- 8

Pedroni Residual Cointegration Test

Series: ROA ROE NET CL NET P UNDERW P
LOSS ADJ

Date: 03/06/23 Time: 18:42

Sample: 2011 2020

Included observations: 130

Cross-sections included: 10 (3 dropped) in non-parametric (PP)

test; 0
(13 dropped) parametric (ADF) test
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Null Hypothesis: No cointegration

Trend assumption: Deterministic intercept and trend
User-specified lag length: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted
Statistic Prob. Statistic  Prob.
Panel v-Statistic 0.401176 0.3441 -1.319869 0.9066

Panel rho-Statistic 3.111485 0.9991 3.827836 0.9999
Panel PP-Statistic -9.688562 0.0000 -7.436987 0.0000
Panel ADF-Statistic NA NA NA NA

Alternative hypothesis: individual AR coefs. (between-
dimension)

Statistic Prob.
Group rho-Statistic 4.798148  1.0000
Group PP-Statistic -12.56461  0.0000
Group ADF-Statistic NA NA

Cross section specific results

Phillips-Peron results (non-parametric)

Cross ID AR(1) Variance HAE,_Bandwidth  Obs

AIICO -0.642 2.62E-05 3.88B5006 8.00 9
CHI Dropped from Tgst
CORNER  -0.180 1.87E405 |¥44E-05 1.00 9
GUINEA Dropped from Test
IEI Dropped from Test
LASACO  -0.848 ~2:32E<06 1.47E-06 4.00 9
LINKAGE -0.004 “626E-06 6.26E-06 0.00 9
MUTUAL  -Q.729 6.70E-05 6.70E-05 0.00 9
NEM 0,185 9.49E-06 3.60E-06 8.00 9
PRESTIGE==:07781 2.33E-07 1.75E-07 2.00 9
REGENQY » -0.225 3.86E-05 1.71E-05 8.00 9
SO TRBST -0.432 7.38E-05 7.68E-05 1.00 9
UNIVERSAL -0.110 8.39E-07 3.00E-07 8.00 9

Pedroni Residual Cointegration Test

Series: ROA ROE NET CL NET P UNDERW P
LOSS ADJ

Date: 03/06/23 Time: 18:43

Sample: 2011 2020

Included observations: 130

Cross-sections included: 13

Null Hypothesis: No cointegration
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Trend assumption: No deterministic intercept or trend

User-specified lag length: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted
Statistic Prob. Statistic ~ Prob.
Panel v-Statistic -0.901976  0.8165 -2.045973 0.9796
Panel rho-Statistic 2.355979  0.9908  2.344498 0.9905
Panel PP-Statistic -17.84814  0.0000 -10.75052 0.0000
Panel ADF-Statistic  -0.397657  0.3454 -2.203791 0.0138
Alternative hypothesis: individual AR coefs. (between-
dimension)
Statistic Prob.
Group rho-Statistic 4.002578  1.0000
Group PP-Statistic -18.44832  0.0000
Group ADF-Statistic -1.356504  0.0875
Cross section specific results
Phillips-Peron results (non-parametric)
Cross ID  AR(1) Variance HAC "Bandwidth Obs
AIICO 0.028 0.000109 7.03E-0S 1.00 9
CHI -0.358 0.000104 2,64B505 7.00 8
CORNER  -0.399 2.81E-05 ~942E-06 8.00 9
GUINEA  -0.311 6.67E406 |¥54E-06 6.00 7
IEI -0.221 0.000312Y5.73E-05 6.00 7
LASACO  -0.666 4,69E-06 4.81E-06 1.00 9
LINKAGE -0.448 <3\53E206 4.43E-06 1.00 9
MUTUAL  -0.499 000126 0.000107 2.00 9
NEM -0.155~ 9.17E-06 3.47E-06 8.00 9
PRESTIGE< (0,224 1.10E-05 7.45E-06 5.00 9
REGENCY¥==:0.047 0.000143 0.000143 0.00 9
SOV TRUST> -0.580 5.90E-05 5.90E-05 1.00 9
UNWERSAL -0.556 2.87E-06 6.89E-07 8.00 9
Augmented Dickey-Fuller results (parametric)
Cross ID AR(1) Variance Lag Max lag Obs
AIICO -0.441 7.49E-05 1 -- 8
CHI -0.835 0.000101 1 - 7
CORNER  -1.230 1.83E-05 1 -- 8
GUINEA  -1.139 1.83E-06 1 -- 5
IEI -0.431 0.000301 1 - 5
LASACO -0.654 5.04E-06 1 -- 8
LINKAGE -0.022 3.62E-06 1 - 8
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MUTUAL  -0.621 0.000107
NEM -0.855 5.74E-06
PRESTIGE -0.008 8.66E-06
REGENCY -0.130 8&.55E-05
SOV TRUST -0.674 6.28E-05
UNIVERSAL -1.079 2.85E-06

— e e e
oo OO OO OO OO OO

The results of the panel co-integration tests in table 4.8 are used to demonstrate the existence
of short-run or long-term relationship between the variables in the study. The @were

considered with two different techniques (i,e, Augmented Dickey-Fuller iea@arametﬂc)

and Phillips-Peron results (non-parametric). At level, the hypothesis of ho co-integration at
5% significance level was accepted according to the test res'% NJhis is because all the
parameters tested revealed value > 0.05 except Panel PP&@C. This result indicated that

there is no presence of a long run relationship am(@&iables in the model at level under

the two categories. &
° \\

At individual and trend, the case is si%' that of level where all the parameters tested

under Augmented Dickey-Fuller éh‘lts (parametric) and Phillips-Peron results (non-

parametric) were statisticall@gﬁcant except Panel PP-Statistic. This result indicated that
'}

there is no presence i?%

the two categorief‘\i

n relationship among the variables in the model at level under
1lar issue was observed at none; as a result, this result indicated that
there is pré%gof short run relationship among the variables in the model. This means that
the S%Qe not related and can be perfectly combined in a linear fashion. The researcher
therefore concluded that the parameters measured over time have no significant relationship.

As a result, the error correction model for the models can be estimated.

Vector Error Correction Estimates (VECE)

Vector Error Correction Estimates

Date: 03/08/23 Time: 01:41

Sample (adjusted): 2014 2020

Included observations: 82 after adjustments
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Standard errors in () & t-statistics in [ ]

Table 4.9: Vector Error Correction

Cointegrating Eq:  CointEql
ROAC(-1) 1.000000
ROE(-1) -0.708021
(0.04575)
[-15.4751]
NET CL(-1) -1.50E-10
(1.0E-08)
[-0.01448]
NET P(-1) 3.10E-10
(5.2E-09)
[ 0.06023]
UNDERW_P(-1) 7.83E-09
(7.9E-09)
[ 0.98915]
LOSS ADIJ(-1) -0.103822
(0.05377)
[-1.93075]
C 0.080342
D(Underw_D(Loss_Adj
Error Correction: D(ROA) D(ROE) D(Net Cl) D(Net P) P) )
CointEql -07030088 1.780055 -550060.6 460437.0 3743659. 0.134560
(0°05187) (0.16829) (864548.) (1728334) (4075831) (0.15022)
[-0.58010] [10.5773] [-0.63624] [0.26641] [0.91850] [ 0.89573]
D(ROA: 1)) -0.512446 -0.510167 2153512. 679424.8 -6878480. -0.333297
(0.10771)  (0.34947) (1795325) (3589069) (8463897) (0.31196)
[-4.75775] [-1.45982] [1.19951] [0.18930] [-0.81268] [-1.06840]
D(ROA(-2)) -0.359797 -1.418749 511601.8 -1477900. -17739993 -0.347104
(0.11886) (0.38565) (1981194) (3960644) (9340160) (0.34425)
[-3.02710] [-3.67882] [0.25823] [-0.37315] [-1.89932] [-1.00828]
D(ROE(-1)) -0.007822 0.230589 261562.4 944313.6 2393942. 0.070652
(0.02357) (0.07647) (392836.) (785325.) (1851988) (0.06826)
[-0.33191] [3.01549] [0.66583] [ 1.20245] [ 1.29263] [ 1.03505]
D(ROE(-2)) -0.016243 0.412307 -182475.6 -1111781. 28263.13 0.086642
(0.01945) (0.06311) (324186.) (648087.) (1528345) (0.05633)
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[-0.83515] [6.53366] [-0.56287] [-1.71548] [0.01849] [ 1.53809]

D(Net CL(-1)) 2.16E-09 7.66E-08 0.773251 0.873760 1.779879 2.41E-08

(1.2E-08) (3.9E-08) (0.19789) (0.39560) (0.93293) (3.4E-08)

[0.18158] [1.98973] [3.90750] [2.20867] [1.90784] [ 0.69983]

D(Net CL(-2)) -6.34E-09 4.85E-09 0.090108 0.723055 -1.346350 -1.39E-08

(1.3E-08) (4.1E-08) (0.21048) (0.42077) (0.99228) (3.7E-08)

[-0.50245] [0.11835] [0.42811] [1.71840] [-1.35682] [-0.38035]

D(Net P(-1)) -1.20E-09 -2.79E-08 0.034055 0.240868 -1.620072 -9.88E-09

(3.7E-09) (1.2E-08) (0.06223) (0.12440) (0.29338)A." (M1E-08)

[-0.32066] [-2.30689] [0.54724] [1.93617] [-5.522k8N [-0.91394]

D(Net P(-2)) 6.23E-09 7.34E-08 0.133183 -0.585502 .-02098876 2.93E-08

(5.2E-09) (1.7E-08) (0.08728) (0.17448) (0.41148) (1.5E-08)

[ 1.19036] [4.31762] [1.52592] [-3.35562) [-0.23301] [ 1.93443]

D(Underw P(-1)) 1.07E-09 7.27E-09 0.009643 -0,29%624 0.410315 4.62E-08

(6.1E-09) (2.0E-08) (0.10166) ,(0.20324) (0.47928) (1.8E-08)

[ 0.17537] [0.36759] [0.09485]:1.46442] [0.85611] [2.61273]

D(Underw P(-2)) -6.84E-09 -1.14E-08 -07191359 -0.127005 0.866739 2.13E-08

(5.2E-09) (1.7E-08) (6.08710) (0.17412) (0.41063) (1.5E-08)

[-1.30955] [-0.67344],)9-2.19700] [-0.72939] [2.11077] [ 1.40620]

D(Loss_Adj(-1)) -0.042424 -0.200046" -2242459. -1731605. -5450527. -0.233223

(0.05442) (Q=L%657) (907098.) (1813397) (4276431) (0.15762)

[-0.77958] [<1,¥3860] [-2.47212] [-0.95490] [-1.27455] [-1.47967]

D(Loss_Adj(-2)) 0.036974 ~ 0.184114 -743783.8 -2161716. 2017048. -0.082172

(0,0504]1)" (0.16355) (840191.) (1679642) (3961003) (0.14599)

[0/2955] [ 1.12574] [-0.88526] [-1.28701] [0.50923] [-0.56285]

C 0.004358 -0.066123 147608.9 394801.1 563892.8 -0.011423

(0.00702) (0.02278) (117010.) (233917.) (551632.) (0.02033)

[ 0.62075] [-2.90309] [1.26151] [1.68779] [1.02223] [-0.56183]

R-squared 0.507659 0.694505 0.554433 0.493210 0.453434 0.180290

Adj. Rygquared 0.413536 0.636101 0.469252 0.396324 0.348944 0.023581

Sum sq. resids 0.192809 2.029841 5.36E+13 2.14E+14 1.19E+15 1.617436

S.E. equation 0.053249 0.172773 887578.1 1774375. 4184406. 0.154227

F-statistic 5.393522  11.89150 6.508821 5.090608 4.339477 1.150477

Log likelihood 131.8108 35.29628 -1231.770 -1288.572 -1358.921 44.60800

Akaike AIC -2.873433 -0.519422 30.38463 31.77005 33.48588 -0.746537

Schwarz SC -2.462530 -0.108518 30.79554 32.18095 33.89678 -0.335633

Mean dependent 0.005688 0.017889 451048.8 692146.0 -47482.37 0.008624

S.D. dependent 0.069533 0.286409 1218322. 2283722. 5185905. 0.156078

Determinant resid covariance

(dof adj.) 1.90E+31
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Determinant resid covariance 6.19E+30

Log likelihood -3605.015
Akaike information criterion 90.12231
Schwarz criterion 92.76383

In the analysis in table 4.9, the estimate showed that if all of the independent variables (net
claim, net premium, underwriting profit, and loss adjustment expenses proxies) are held
constant, the dependent variable (ROA and ROE) would still be positive and sta@"@tically
significant at the 1% level. Further, the VECM estimate established. a f'ﬁ\cient of
determination of R? of 0.507659 (50.8%) on ROA and 0.694505(69.5"/@ , indicating
that all of the independent variables (net claim, net premium, und\éésrﬁing profit, and loss
adjustment expenses) jointly accounted for 49.2% of the Variﬁgi}l\the regressed (ROA), for
30.5% of the variation in the regressed (ROE) respecti . Q1'hese suggested that the models
as a whole had high explanatory powers. Also, i@ be read from the same estimate that
net claims in Nigerian Insurance industry a. 5@ imated R? of 0.554433 (55.4%) indicating
that net claims contribution jointly ac'%;nted for 55.4% of the variation in the regressed
ROA and ROE, with the stocha@n accounting for the remaining 44.6%. When adjusted,

the regressor only account@d%ﬂ(44.6%) of the variance. This suggested that the model as a

whole had a high e)@u)&%power.

Furthermo timate on net premium in Nigeria showed an R? of 0.493210 (49.3%)
indic@at net premium jointly accounted for 49.3% of the variation in the regressed
ROA and ROE, with the stochastic term accounting for the remaining 50.7%. When adjusted,
the regressor only accounted for 50.7% of the variance. This suggested that the model as a
whole had a low explanatory power. A look at underwriting profit values from the estimate
showed an R? of 0.453434(45.3%) indicating that underwriting profit jointly accounted for

45.3% of the variation in the regressed ROA and ROE, with the stochastic term accounting
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for the remaining 54.7%. When adjusted, the regressor only accounted for 54.7 of the

variance. This suggested that the model as a whole had a high explanatory power.

Finally, the VECM estimate established a coefficient of determination of R? of 0.180290
(18.02%), indicating that loss adjustment expenses jointly accounted for 81.98% of the
variation in the regressed ROA and ROE, with the stochastic term accounting for the
remaining 18.02%. When adjusted, the regressor only accounted for 18.02% of th jance.

&

This suggested that the model as a whole had a low explanatory power. QO
.\

Testing Assumption of Linear Regression Model E

Before going further into panel data econometric measurement, Q@st issue is to test the
assumption of linear regression model. Some assumpti.or&(ze} made relating to the linear
regression model. These were required to show t%st\mation technique, ordinary least
squares (OLS), had a number of desirable p.roKz%s, and also hypothesis tests regarding the

coefficient estimates could validly be con(@f9§t .
The Error have Zero Mean E {I)éb‘

The first assumption req@iﬁ that the average value of the errors is zero. In fact, if a
constant term is in@n the regression equation, this assumption will never be violated
(Nwoji, 2022). Q?ee this research included a constant term (a) in the regression model it

passed thefirstassumption.
Heteroskedasticity (ut) = 0% <o

It has been assumed that the variance of the errors is constant, 62 this is known as the
assumption of homoscedasticity. If the errors do not have a constant variance, they are said to
be heteroscedastic?. To test this assumption, the Breusch-pagan LM test was used having the

null hypothesis of heteroskedasticity:
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HoO = 01 = 007 037 oo e e =0x=10

Ha = At least one of the 0s is different from 0 and that at least one of the Xs affects the

variance of the residuals.
Autocorrelation

This assumption stated that the covariance between the error terms over time QQéicross
sectionals, for that type of data) is zero. In other words, it is assumed that @ors are
uncorrelated with one another. If the errors are correlated with one ano \J d be stated

that they are “auto correlated” or that they are “serially correlatecl1 .‘\%o\
Normality QQ’&%

A normal distribution is not skewed and is deﬁ@%e a coefficient of kurtosis of 3.
Jarque Bera formalizes this by testing the re@ls for normality and testing whether the
coefficient of skeweness and kurtosis eQ:kd = 3 respectively. Normality assumption of
the regression model can be tested %%{ e Jarque- Bera measure. If the Jarque Bera value is

greater than 0.05, it is an in(&ator or the presence of normality (Brook, 2008).
.\

Heteroskedasticity@ i

Return on «Q

Here@%reusch—pagan LM test was conducted on equation (1) stated in the previous

chapter:

ROA = 0.+ (NC) + Bt (NP) + it (DC) + Bit (LAE) + it e 1

Recall, e :;:80+ 0,X,

Lit

+ 0,X,, + 0 X5, + oo + 0 X T

The hypothesis under the Breusch-pagan LM test agreed that:
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Hy=0=0,=0,= ......... =0,= 0 (i.e, when the 0s is constant, that said the data are

homoskedastacity and otherwise heteroskedasticity)
Ha = At least one of the 0;s is different from O and that at least one of the Xs affects the

variance of the residuals.

Decision Criteria

If LM = nR?; statistic > chi-square value (X?): Reject the null hypothesis and conclide that
there is significant evidence of heteroskedasticity in the model

Alternatively, if the p-value < 0.05: Reject the null hypothesis and conclude that there is
significant evidence of heteroskedasticity in the model.

Dependent Variable: RESID?

Method: Panel Least Squares

Date: 03/08/23 Time: 00:50

Sample: 2011 2020

Periods included: 10

Cross-sections included: 13

Total panel (unbalanced) obsérvatipns? 127

Table 4.10: Heteroskedasticity test

Variable Coefficient Std. Error t-Statistic  Prob.
NET\CL 2.99E-23 4.25E-09 7.05E-15 1.0000
NEY P -1.50E-23 2.20E-09 -6.81E-15 1.0000

YNDERW P 4.39E-24 1.45E-09 3.04E-15 1.0000
EOSS ADJ -3.28B-17 0.017744 -1.85E-15 1.0000

R-squared -0.000000 Mean dependent var -1.64E-18
Adjusted R-squared -0.024390 S.D. dependent var  0.061364
S.E. of regression 0.062108  Akaike info criterion -2.688897
Sum squared resid 0.474460 Schwarz criterion -2.599316
Log likelihood 174.7449 Hannan-Quinn criter. -2.652501
Durbin-Watson stat  1.269376

The test result in Table 4.10 yields a chi-squared (x?) statistic of 5.991465 with 2 degrees of

freedom, hence rejecting the null hypothesis of homoskedasticity at the 5 per cent level of
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significance. From the result of the regression in the table, LM = nR?; which means the

number of observations x R-squared value (128 x -0.000000) = 0 <5.991465. This indicated

that there is enough evidence that the data on ROA as regressed on other variables is

homoskedastic. Durbin-Watson stat (DW) showed 1.269376 indicating autocorrelation. The

D-W statistics is always between 0 and 4. A value of 1 shows autocorrelation.
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Figure: 4.8  Graphical Illustration of Heteroskedasticity Test

40
] Series: Standardized Residuals
35 Sample 2011 2020
Observations 128
30 1
Mean -8.78e-18
251 Median 0.009734
20 ] Maximum 0.168663
] Minimum -0.414678
15 Std. Dev. 0.072356
Skewness -2.182135
10 1 Kurtosis 12.46598
5 - % Jarque-Bera  579.4752
Probability 0.000000
olem B SO e

-0.4 03 02 -0.1 0.0 0.1
Figure: 4.9 Normality Test

Source: E-view 9.0 Result, 2022

The diagram above, witnesses that normality assumption*holds that the coefficient of kurtosis
was greater than 3 (12.46598), skewness was -2.182135 and the Jarque-Bera statistic has a
value of 579.4752. The p-value was 0.0000°<%0,05 was perfectly significant. These imply that
the data were consistent with a normal distribution assumption. Based on the statistical result,
the study failed to reject the nuld hypethesis of normality.

Heteroskedasticity Test (ROE)
Return on Equity

The Breusch<pagan LM test was conducted on equation (1) stated in the previous chapter:

ROE — O +IB[[ (NC) + ,Biz (NP) + ﬁit (DC) + ,Biz (LAE) + P 2

Recall, e :;:80+ 0, X+ 0, X, + 03 X5+ o + 0, X+ V,

The hypothesis under the Breusch-pagan LM test agreed that:
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Ho =01 =02,= 03

......... =0k = 0 (i.e., when the 0Os is constant, that said the data are
homoskedastic and otherwise heteroskedastic)
Ha = At least one of the 0O is different from 0 and that at least one of the Xs affects the

variance of the residuals.

Decision Criteria

If LM = nR?; statistic > chi-square value (X’k): Reject the null hypothesis and conclide that
there is significant evidence of heteroskedasticity in the model

Alternatively, if the p-value < 0.05: Reject the null hypothesis and conctuade that there is
significant evidence of heteroskedasticity in the model

Dependent Variable: RESID?

Method: Panel Least Squares

Date: 03/08/23 Time: 01:15

Sample: 2011 2020

Periods included: 10

Cross-sections included: 13

Total panel (unbalanced) obsgrvatipns® 127

Table 4.11: Heteroskedasticity Test (ROE)

Variable Coefficient Std. Error t-Statistic ~ Prob.
C 1.40E-16  0.124554 1.12E-15 1.0000
NET_EL 1.33E-22 4.31E-08 3.08E-15 1.0000
NETR.P -7.10E-23  2.28E-08 -3.11E-15 1.0000
UNBERW P 8.44E-24 1.27E-08 6.66E-16  1.0000
LOQSS ADJ -2.42E-16  0.284924 -8.49E-16 1.0000
R-squared 0.000000 Mean dependent var -9.83E-18
Adjusted R-squared -0.032787 S.D. dependent var 0.533384
S.E. of regression 0.542058 Akaike info criterion 1.651686
Sum squared resid 35.84686 Schwarz criterion 1.763662
Log likelihood -99.88206 Hannan-Quinn criter. 1.697180
F-statistic 0.000000 Durbin-Watson stat  0.716522

Prob(F-statistic) 1.000000

Source: E-view 9.0 Result, 2022

The test result in Table 4.11 yields a chi-squared (x?) statistic of 5.991465 with 2 degrees of

freedom, hence rejecting the null hypothesis of homoskedasticity at the 5 per cent level of
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significance. From the result of the regression in the table, LM = nR?; which means that the
number of observations x R-squared value (127 x 0.000000) = 0 <5.991465. This indicated
that there is enough evidence that the data on ROE as regressed on other variables is

homoskedastic. Durbin-Watson stat (DW) showed 0.716522 indicating autocorrelation. The

D-W statistics is always between 0 and 4. A value of 1 shows autocorrelation.
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Figure: 4.10 Graphical Illustration of Heteroskedasticity Test

Source: E-view 9.0 Result, 2022
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70 — Sample 2011 2020
Observations 127
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Figure: 4.11: Normality Test
Source: E-view 9.0 Result, 2022

The diagram above, witnesses that normality assumption holds that the coefficient of kurtosis
was greater than 3 (65.03193), skewness was -6.85469 and the.Jarque-Bera statistic has a
value of 21356.68. The p-value was 0.0000 < 0.05 was perfectly significant. These imply that
the data were consistent with a normal distributionfassumption. Based on the statistical result,

the study failed to reject the null hypothesis ef'normality.

Hypotheses: Fixed Effect and Random ‘Effect

Fixed Effect

Dependent Vatiable: ROA

Method"Pansl Least Squares

Date: 08/08/23 Time: 03:40

Sample; 2011 2020

Perteds included: 10

€ross-sections included: 13

Total panel (unbalanced) observations: 128

Table 4.12: Fixed Effect

Variable Coefficient Std. Error t-Statistic  Prob.
NET CL 4.83E-09 5.64E-09 0.856223  0.3937
NET P -2.32E-09 3.83E-09 -0.606360 0.5455

UNDERW P 1.65E-09 1.57E-09 1.047059 0.2973
LOSS ADJ -0.060216  0.042371 -1.421139  0.1581
C 0.042277 0.021234 1.991043  0.0489

Effects Specification
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Cross-section fixed (dummy variables)

R-squared 0.431662 Mean dependent var  0.021139
Adjusted R-squared  0.349739 S.D. dependent var  0.076843
S.E. of regression 0.061965 Akaike info criterion -2.601363
Sum squared resid ~ 0.426205 Schwarz criterion -2.222578

Log likelihood 183.4873 Hannan-Quinn criter. -2.447461
F-statistic 5.269140 Durbin-Watson stat ~ 1.919868
Prob(F-statistic) 0.000000

Random effect

Dependent Variable: ROA

Method: Panel EGLS (Cross-section random effects)
Date: 03/08/23 Time: 03:42

Sample: 2011 2020

Periods included: 10

Cross-sections included: 13

Total panel (unbalanced) observations: 128

Swamy and Arora estimator of component varianees

Table 4.13: Random effect

Variable Coefficient StdNEmjor t-Statistic  Prob.
NET CL 6.28E-10,N535E-09 0.117413 0.9067
NET P 1.26E%09 Y3.17E-09 0.397005 0.6921

UNDERW P 2.22E-097 1.52E-09 1.462286 0.1462
LOSS _ADJ -0032677 0.039289 -0.831721  0.4072

C 0.021458 0.020704 1.036401 0.3020
Effects Specification
S.D. Rho
Cross-§ect1ipn' rahdom 0.038651  0.2801
Idiosyncratic random 0.061965  0.7199
Weighted Statistics
R-squared 0.024788 Mean dependent var  0.009533

Adjusted R-squared -0.006926 S.D. dependent var  0.062881
S.E. of regression 0.063112  Sum squared resid 0.489920
F-statistic 0.781603 Durbin-Watson stat ~ 1.666790
Prob(F-statistic) 0.539213

Unweighted Statistics

R-squared 0.043963 Mean dependent var  0.021139
Sum squared resid ~ 0.716946 Durbin-Watson stat ~ 1.138990

Source: E-view 9.0

Analysis Result, 2022
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The Hausman Test: Random Effect (RE) Versus Fixed Effect (FE) Models

The choice between both approaches is done by running a Hausman test. The following
results are observed, with only the top panel that reports the Hausman test results being
reported here in the table.

The Assumption of the Model

Ho: Random effects are independent of explanatory variables
Ha: Ho is not true.

The null hypothesis is the random effects model and if the test statistic €xceed§ the relevant

critical value, the random effects model is rejected in favour of the fixed effects model.

Correlated Random Effects - Hausman Test
Equation: Untitled
Test period random effects

Table 4.14: Correlated Random Effect-
Hausman Test

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.
Period random 2.256029 5 0.8127

** WARNING: estimated period random effects variance is zero.

Period random-eff€ets¢est comparisons:

Variable Fixed Random Var(Diff.) Prob.
Chderw P 0.000000 0.000000 0.000000 0.9875
Net ClI -0.000000 -0.000000 0.000000 0.5802
Net P 0.000000 0.000000 0.000000 0.5435
Loss Adj 0.018151 0.019181 0.000140 0.9306
Variable Coefficient Std. Error  t-Statistic Prob.
C -0.012177 0.017654 -0.689778 0.4917
Underw P 2.97E-09 1.79E-09 1.664203 0.0006
NET CL -8.63E-09 6.24E-09 -1.382769 0.0000
NET P 5.77E-09 3.30E-09 1.752100 0.0070
Loss Adj 0.018151 0.040743 0.445498 0.6568
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Effects Specification

Period fixed (dummy variables)

R-squared 0.141210 Mean dependent var 0.021139
Adjusted R-squared  0.034811 S.D. dependent var 0.076843
S.E. of regression 0.075494  Akaike info criterion -2.219806
Sum squared resid 0.644019 Schwarz criterion -1.885583
Log likelihood 157.0676 Hannan-Quinn criter. -2.084009
F-statistic 1.327177 Durbin-Watson stat 1.182060
Prob(F-statistic) 0.202549

Source: E-view 9.0
Analysis Result, 2022

If the p-value for the test is less than 1%, it indicated that the randoni*effects Todel is not
appropriate and that the fixed effects specification is to be preferrgd=~As"shown in the above
table, the result of Hausman specification test the p- value (0,842%) is more than 1%, the null
hypothesis which is: the random effect model is appropsxiate, failed to be rejected and the
study therefore rejected the alternative hypothesishof fixed effect model by choosing the

random effect model.

Regression Result

The empirical model used in thésstidy in order to examine the relationship between Claim
Payment, Loss Adjustmefity and financial performance of listed insurance companies in
Nigeria is:

ROA = o+ (NE€) + Sit (NP) + Bis (DC) + Bit (LAE) + it ovevevereiiiiiiiiiiieiiiei 1
Thus/based) on the result in the random effect table, the following model was developed to
examine the relationship between Claim payment, loss adjustment and financial performance.
ROA;=-0.012114-7.61E-09Net_Cl;+5.26E-09Net_P;+2.97E+09UnderwP;+0.019181

Loss Adjii+e

In the table, the R-squared statistics and the adjusted-R squared statistics of the model were

11.34% and 7.70% respectively. The adjusted R squared value of 11.34% indicated that the
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total variation of ROA as explained by the variables in the model. Thus, the variables jointly,
are strong explanatory variables to ROA. The regression F-statistic (3.119658) and the p-
value of 0.000012 attached to the test statistic revealed that implied that the independent
variable in the model was able to explain variations in the dependent variable. The coefficient
of variables, starting from the constant variable; shows that the relationship between Claim
payment, loss adjustment and financial performance of listed insurance companie§ in Nigeria

T@fﬁcien‘[

will have constant amount of -0.012114 on ROA other things being constant.
for underwriting profit was 2.97E-09 on ROA indicated that the %g profit of

selected insurers had positive relationship with ROA and howg,\the relationship is

statistically significant (0.0006) at 5% level of significant. &%'\

RS

Furthermore, the coefficient for loss adjustment )@68 is 7.45E-09 on ROA which
indicated that the loss adjustment expenses granted te’selected listed insurers had a positive
relationship with ROA and the relationshiés)%’n' icant at 5% (P = 0.0023). The coefficient
for Net claim is -8.63E-09 on ROAct- indicated the net claim granted to selected listed
insurers had a negative relatior% ith ROA and statistically significant at 5% (p=0.0000).
The coefficient for net p m was 5.26E-09 on ROA which indicated that insurers’ net
premium measured @%o itive relationship with ROA and significant effect at 5% level of
significant ( 0). The positive relationships indicated that there is a direct relationship
between ‘sdependent variables and ROA. Thus, the increase of those variables will lead
to an ifferease in ROA.

The formulated hypotheses were tested using p-value statistics. A sig-value less than 0=0.05
indicates that there is enough statistical evidence to reject the null hypothesis, and thereby

accept the alternative hypothesis. If P-value is >0.05, then we do not have adequate statistical

evidence to reject the null hypothesis or accept the alternative hypothesis.
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4.2 Presentation of Test of Hypotheses

Hol: Net Claim has no significant effect on Financial Performance of listed Insurance
Companies in Nigeria

In the random effect table, the strength of the positive effect of Net Claim on Financial

Performance is measured by the calculated p-value = 0.0034 at significance level (a)) of 0.05.

Since the computed p-value is greater than the significance level (a) of 0.05 '(@34<p-

value<0.05), therefore the result supported the alternative hypothesis that laim has

significant effect on Financial Performance of the listed Nigerian Insura‘n%@mpanies.

. "
Ho2: Net Premium has no significant influence on Fin@ Performance of listed

Insurance Companies in Nigeria . Q :J

N

The random effect table was used to determine-“the %ngth of the positive effect of Net

Premium on Financial Performance. The ¢ lc@p-value =0.0045 at significance level (o)
of 0.05. Since the computed p-valu sié

ater than the significance level (a) of 0.05
(0.0045<p-value<0.05), theref&;@%sult supported the alternative hypothesis that Net

Premium Growth has signi&n‘[ nfluence on Financial Performance of the listed Nigerian
'\

Insurance CompanieC)QQ

Ho3: Unde @g Profit has no significant effect on Financial Performance of listed

Qrga ce Companies in Nigeria

To test this hypothesis, the random effect table was used. The strength of the positive effect
of Underwriting Profit on Financial Performance is measured by the calculated p-value =
0.0002at significance level (a) of 0.05. Since the computed p-value is greater than the
significance level (a) of 0.05 (0.0002<p-value<0.05), therefore the result supported the
alternative hypothesis that There is significant effect of Underwriting Profit on Financial

Performance of the listed Nigerian Insurance Companies
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Ho4: There is no significant relationship between Loss Adjustment Expenses and Financial

Performance of listed Insurance Companies in Nigeria

The strength of the positive relationship between Loss Adjustment Expenses and Financial
Performance was measured by the calculated p-value = 0.0008 at significance level (a) of
0.05. Since the computed p-value is greater than the significance level (a) of 0.05 (0.6568<p-
value<0.05), therefore the result supported the alternative hypothesis that Loss A,{Etment

Expenses significant relationship with and Financial Performance of the %&! Nigerian

Insurance Companies. ‘%\
. yﬁ'\

4.3 Discussion of Findings %'\
&

ort the evidence on the link between

In the study, four hypotheses were tested under each ;@Qﬂﬁnant. The variables measured
were statistically significant. This may be used t§

claim payment, loss adjustment, and t@ﬁ‘ém ial performance of the listed Nigerian
insurance sector. It could also be sup by the results of other studies in this area. There
is a significant positive correl%%étween underwriting and claims management practices
used by insurance companfes, but the relationship with financial results was insignificant,

according to a study c ed to evaluate the impact of underwriting and management of

underwri@

is the basis for assessing financial risk. Bad insurance decisions will expose the insurance

claims on %0@ and casualty insurance companies in East Africa. In this study,

an important factor in investigating the requirements of management, as this

company to financial risk?. Underwriting and claims management practices were found to be
directly and significantly associated with non-financial performance, but the opposite was
true when compared to financial performance, according to a cross-country study on the

effects of these practices on the performance of insurance firms in Kenya®.
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Another study conducted in Nigeria to investigate the determinants of profitability in
insurance companies using a panel data set consisting of financial data of nine insurers over
the period of 2015 to 2018 revealed that insurers‘size, tangibility and leverage are statistically
significant and positively related with return on total asset; however, loss ratio (risk) is
statistically significant and negatively related with ROE. As a result, key factors affecting the
profitability of insurance firms in Nigeria are the size of the insurer, the Loss fatio (risk),

tangibility, and leverage. However, the association between writing premié;\ﬁcrease,

insurer age, and liquidity is statistically negligible®. ,%\

Furthermore, a research on determinants of profitability of insurg)f\%%;}ns in Nigeria using

secondary data from financial reports were collected from si%?insurance firms in Nigeria

for the period 2015 to 2018 discovered that, apar ﬁ@tangibility which has a negative
N

relationship, there was a positive relationship b% everage, liquidity and profitability of

e
insurance firms in Nigeria. It was also c@d

been explained in respect to all the i dent variables and that the degree of error is less

that, the profitability model adopted has

than 20%. The model used for ﬁ&dy was statistically fit as the result of the study presents

variations in r square as @'ﬁie result of the study was also sound as the Multicolinearity

of the data was chec@).Q
N
Q

QQ
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Chapter Five
Conclusion
5.1 Summary of Findings

The study examined the relationship between claims payment, loss adjustment, and financial
performance of listed Nigerian insurance companies with other specific objectives to (:éilmine
the effect of Net Claim on Financial Performance of listed insurance companié;\wigeria;
determine the influence of Net Premium on Financial Performanc %)s insurance
companies in Nigeria; investigate the effect of Underwriting Proﬁg\‘ inancial Performance
of listed insurance companies in Nigeria; examine the relatlon@etween Loss Adjustment
Expenses and Financial Performance of listed 1nsurance@npanles in Nigeria. The study in

addressing these objectives was structured in five @rs as presented below:

The study provides the direction to the @hrough the background of the study and the
problem statement. The research queé%s alongside the objectives of the study and the
research hypotheses was also p#b@)%gd in this chapter, and further captured the significance

of the study, the scope a imitation of the study, and definition of terms as employed in

the study. C)Q

\V

The study s structured into conceptual review of the literature, the theoretical review,
and irical review of the literature; and the conceptual model respectively. The
conceptual review was based on the main themes relevant to the subject matter under
investigation, the empirical review was based on methods and findings of other study related
to the subject matter, the theoretical framework of the study focused on the theories adopted
for the explanation of the subject matter, and the conceptual framework focus on the

explanation of the linkages between the variables of study.
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Furthermore, the study employed longitudinal research design on the panel data to establish
sequence of events among Claims Payment, Loss Adjustment and Financial Performance of
Listed Insurance Companies in Nigeria. The data were collected for the period of 2011 —
2020 from the Nigeria Insurers Association Digest. In order to evaluate the association
between Claims payment, loss adjustment, and financial performance of listed Nigerian

Insurance Companies, the study used the Ordinary Least Squares (OLS) regression technique.

O

In the study, four hypotheses were tested to reach vivid conclusion. At first, zhypothesis
tested on Net Claim and Financial Performance revealed 0.0034<‘$ue<0.05 which
implied that Net Claim has significant effect on Financial Perfom@o? the listed Nigerian
Insurance Companies. In the same vein, the second hypot@%which capitalized on Net
Premium Growth has significant influence on Fina ci@ormance of the listed Nigerian
Insurance Companies depicted 0.0045<p-valu OQ which implied that Net Premium
Growth has significant influence on Fina@@r rmance of the listed Nigerian Insurance
Companies. (@'

Furthermore, the hypothesis cN%ﬂerwriting Profit and Financial Performance showed

0.0002<p-value<0.05 whi rther implied that there is significant effect of Underwriting

Profit on Financial@n nce of the listed Nigerian Insurance Companies. Finally, the

positive r%z@ﬁ between Loss Adjustment Expenses and Financial Performance
5

revealed @

relationship with Financial Performance of the listed Nigerian Insurance Companies. The

<p-value<0.05 which implied that Loss Adjustment Expenses has significant

results stated above showed that the variables are suitable to measure the financial

performance of the listed insurance in Nigeria.
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5.2 Conclusion

Based on the findings, it was deducted that net claim, net premium and underwriting profit as
well as Loss adjustment expenses have positive relationships with the financial performance
of the listed insurers thus the study therefore concluded that net claim, net premium,
underwriting profit and loss adjustment expenses are significant determinants of financial
performance of the listed insurers in Nigeria. The variable showed the prope@ and
capacity of the firms to pay claim to their clients, motivate their emplques@%ﬁ maximize
the wealth of their shareholders. The findings implied that sound net‘%-l; net premium,
underwriting profit and loss adjustment expenses increase the m}{& Thvestment which in

turn increases financial performance of the listed insurers in %gr;a.
®

5.3  Recommendations Q’Q\

Based on the conclusion, the study recom

1. From policy formulation to p%y termination, claim managers should collaborate
with other sections of in%ance companies. This will not only prevent fraudulent
claims from being p@%kyut will also encourage timely payment of legitimate claims
and increas%&” profitability through effective cost control.

2. The ins companies should not lose sight of the main reason for their existence
W%h is to return the insured to her pre-loss financial position by paying legitimate

@ims. As a result, every effort should be made to pay genuine claims promptly, as
this increases public trust in insurance and the industry as a whole.

3. Insurance companies should pay close attention to other administrative costs, such as
underwriting costs, which can reduce the companies’ profit margin and disrupt claim

payment.
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4. Claims managers should create strategic plans to make sure that complaint files for
insurance claims are appropriately maintained, tracked, and managed in case they are
required in the future.

5. The insurers should adopt underwriting procedures in order to gather important data
that will offer insightful analysis of the strategy and the input required to come up
with practical solutions to reduce risks. Effective risk management procedllres should
be in place for management. This will make it easier to see internal and qﬁ%al risks
that could lead to a substantial budget rise, a disruption of the . r problems
with financial performance. The organization can succes.sfu a@dress difficulties as
they materialize by foreseeing, averting, and managing K@ﬁal risks.

6. A cutting-edge training mechanism should be ph@pqeace to enhance and improve a
claim officer's working pattern, which @%ariably affect the organizational

efficiency of insurance companies. ;’ @

7. Claims handling procedures shqu

shortfall in the organiza@rational goals.

8. That the institution r ul'a}ltors and other industry stakeholders should intensify efforts

e managed as soon as possible to avoid a

on a regula @’% determine the claims handling procedural methods used by

insurance B%npanies in Nigeria.

5.4 C@tr;ution to Knowledge

In tl&lowing ways, this study has advanced the body of knowledge. Few research have
previously been conducted on the connection between claim payment, loss adjustment, and
the financial performance of listed Nigerian insurance companies. This study found a
correlation between listed insurance companies' performance and net claim, net premium,

underwriting profit, and loss adjustment costs.
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To the best of the researcher's knowledge, this is the first study that links the performance of
listed insurers in Nigeria using two separate indicators, including net claim, net premium, and
underwriting profit and loss adjustment expenses (i.e, ROA, ROE) while also covering a span
into the more recent. The results show that good net claim, net premium, and underwriting
profit and loss adjustment expenses raise investment value, which in turn raises the financial
performance of the Nigerian insurers listed on the exchange. . ‘b.
>
&

5.5 Suggested Areas for Further Research . %

.\

In this study, the financial performance of Nigerian listed insurance %a ies was compared
iod of 2011 to 2020.

to claim payment, loss adjustment, and financial performance fcgﬂé“p
According to the existing literature, most previous studies Q&ed on claim management and
financial performance (ROA) of listed insurance, @studies linked it to return on asset
and return on equity. As a result, more resea,ro@) the relationship between claim payment,
loss adjustment, and financial perfo, Qg of Nigeria's listed insurance companies is
required. As a result, the researche@oses that future studies consider: Claim payment: A

practice toward high profitability and financial sustainability in the Listed Nigerian Insurance

S

>

Companies

QQ
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Appendices

Appendix 1 .
&2
INSUR | YEAR | PROFIT TOTAL | SHAREH | ROA ROE NET.CL > NET P UNDERW P | Loss
ERS OLDERS’ . \4%'3 Adj
AFTER ASSET FUNDS %\
TAX

AIICO | 2011 [ 1,332,464 | 29,377,856 | 9,944,720 | 0.0454 | 0.133987."6,266,724 | 16,128,960 3,858,239 | 0.3885
AIICO | 2012 [ 1,247,963 | 34,868,088 | 11,589,876 | 0.0358 | 0.1076%7% | 4,938,591 15,730,457 433,981 0.314
ALICO | 2013 [ -930,157 | 41,718,939 | 10,642,163 | -0.0223 | 20,087% 6,784,085 | 18,049,958 908,135 0.3759
ALICO | 2014 [ 2,131,893 | 58,766,470 | 11,634,729 | 0.0363 183235 | 9,098,087 | 28,568,226 1,265,825 | 0.3185
AIICO | 2015 | 966,465 | 80,724,025 | 9,444,775 | 0.012N30.102328 | 10,667,702 | 28,787,115 -545248 | 0.3706
AIICO | 2016 [ 9,682,116 | 75,818,527 [ 7,932,941 | 0d 1.220495 | 13,335,988 | 23,086,756 1889787 | 0.5776
ALICO | 2017 [ 1,471,254 | 89,800,972 | 10,322,233 [ QMad64 | 0.142533 | 18,881,056 | 26,616,565 3,228,239 | 0.7094
AIICO | 2018 [ 2,604,411 | 98,170,248 14,347@13@&'0265 0.181526 | 22,343,225 | 31,260,465 603,476 | 0.7147
AIICO | 2019 | 5,157,259 | 135,263,455 | 25,944,424/ 0.0381 | 0.198781 | 24,714,369 | 44,577,355 843,477 | 0.5544
AIICO | 2020 | 4,764,596 | 196,334,608 | 32,478,583 | 0.0243 | 0.1467 30,776,073 | 52,137.873 | -36,272,055 | 0.5903
CHI 2011 | 271,687 | 5,679,106 .. 0079 | 0.0478 | 0.069484 572,080 2,936,470 1,373,156 | 0.1948
CHI 2012 | 382,488 | 6,664,333, [ )#016,858 | 0.0574 | 0.095221 558,417 2,849,273 1,520,573 | 0.196
CHI 2013 [ 207,112 | 6,130,358, | 3,629,746 | -0.0338 | -0.05706 722,743 2,849,273 1,057,117 | 0.2537
CHI 2014 | 185,053 | 6ulli846 | 2,297,047 | 0.0303 | 0.080561 967,055 2,649,526 863,244 0.365
CHI 2015 | 534279 | 6,964,210 | 6,964,201 | 0.0767 | 0.076718 958,014 3,381,960 1,361,580 | 0.2833
CHI 2016 197,923(1}&’392,513 4367,001 | 0.0268 | 0.045322 | 1,387,144 3,738,925 1,053,372 | 0.371
CHI 2017 | 354,751 179,393,328 | 4,601,752 | 0.0378 [ 0.07709 1,422,944 3,786,121 1,242,878 | 0.3758
CHI 2018 | 376,025 | 10,463,465 | 6,058,041 | 0.0359 | 0.06207 2,068,244 4242215 1,194,857 | 0.4875
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CHI 2019 586,074 | 11,291,007 | 6,481,541 | 0.0519 | 0.090422 1,822,780 4,720,360 1,753,151 | 0.3862
CHI 2020 614,805 | 13,827,757 | 8,126,240 | 0.0445 | 0.075657 2,344,485 5.651.908 1,860,754 | 0.4148
CORN | 2011 156,344 | 11,448,578 | 6,966,265 | 0.0137 | 0.022443 1,115,440 2, 5 1,178,955 | 0.3992
ER <)

CORN | 2012 433,981 | 12,010,523 | 6,019,806 | 0.0361 | 0.072092 1,020,412Q\\,2@54,868 1,245,199 | 0.3042
ER =\

CORN | 2013 908,135 | 14,771,874 | 5,585,825 | 0.0615 | 0.162578 1,154,421 | 2,872,479 939,251 0.4019
ER XN\

CORN | 2014 | 1,265,825 | 15,817,231 | 6,966,265 | 0.08 0.181708 6@@592 3,392,157 1,504,904 | 0.3584
ER -

CORN | 2015 | -545,248 | 17,255,166 | 10,142,477 | -0.0316 -0.05376QP2,157,368 5,323,487 1,646,161 | 0.4053
ER «

CORN | 2016 [-1,889,787 | 18,368,251 | 8,309,516 | -0.1029 @ 3,104,464 5,444,570 696,385 0.5702
ER 4

CORN | 2017 [-2,577,503 | 20,804,553 | 6,196,001 | -0.12 9@41599 3,258,634 4,954,878 2032428 | 0.6577
ER N

CORN | 2018 | 1,288,738 | 24,091,594 | 7,492,091 0& 0.172013 2,477,860 5,179,961 2,331,140 | 0.4784
ER

CORN | 2019 | 2,937,223 | 31,717,981 | 10,596 75?_%‘6926 0.277183 2,546,524 5,970,539 2,671,510 | 0.4265
ER

CORN | 2020 | 1,738,171 | 36,481,873 | 12,9 ,Q}§ 0.0476 | 0.133829 3,491,951 4,796,607 1,089,258 0.728
ER a)

GUINE | 2011 -655,741 | 3,803,65 %,'296 -0.1724 | -0.26588 166,989 1,017,768 251363 0.1641
A

GUINE | 2012 50,090 3,9 884., 2,562,012 | 0.0127 | 0.019551 281,268 1,030,395 301,347 0.273
A

GUINE | 2013 39,835 4,213,959 | 2,982,953 | 0.0095 | 0.013354 324,281 985,182 267,004 0.3292
A N

GUINE | 2014 -81,898\)4,564,728 2,896,428 | -0.0179 [ -0.02828 243,517 850,603 277,915 0.2863
A
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GUINE | 2015 | -7,227 | 4,116,103 | 2,899,952 | -0.0018 | -0.00249 269,135 617,517 315,243 | 0.4358
A

GUINE | 2016 | 2,520 | 3,982,125 | 2,897,745 | 0.0006 | 0.00087 214,530 64:@ 3 453427 | 0.3337
A 9.2

GUINE | 2017 | 251,033 | 4,402,946 | 3,406,135 | 0.057 | 0.0737 70,298 ° | %3,774 501120 | 0.1013
A N

GUINE | 2018 | -190,199 | 4,421,775 | 3,105,835 | -0.043 | -0.06124 256&95\, 904,934 524,596 | 0.2831
A . '\

GUINE | 2019 | 975,042 | 3,605,444 | 2,274,616 |-0.2704 | -0.42866 Cl:,;é‘)% 902,477 433,910 | 0.2139
A X

GUINE | 2020 | -272,673 | 3,504,752 | 2,117,947 | -0.0778 -0.128,74\\0‘155,213 733,953 285,127 | 0.2115
A AN

IEI 2011 | -4,493317 | 11,365,696 | 894,142 |-0.3953 i@@’ 636,538 3,921,984 | 2,036,136 |0.1623
IEI 2012 | -807,646 | 10,118,754 | 398,611 [-0.0798 [ :2.02615 | 15533942 | 5,008,213 3,288,479 | 0.3063
IEI 2013 | 330,045 | 9448579 | 678,629 | 0.0349 Y. 0486341 | 1134593 | 4,019,639 1,905,921 | 0.2823
IEI 2014 | -2,164,762 | 8,735,758 | -1,522,561 | -0.2478 [ 1.42179 | 1,932,706 | 4,096,283 0 0.4718
IEI 2015 | -710,009 | 8,071,742 | 2,121,064 | -088 | 0334742 | 1,225,156 | 2,671,766 992,563 | 0.4586
IEI 2016 | -710,009 | 8,071,742 | 2,121,064 410088 | 0334742 | 1,225,156 | 2,671,766 956,031 | 0.4586
IEI 2017 0 0 0N 7 0 #DIV/0! 0 0 -145851 0
IEI 2018 | -1,206,035 | 7,622,991 | -8822052" | -0.1582 | 0.136707 21,966 445,957 -157693 | 0.0493
IEI 2019 | -109,607 | 7,474,953 | 10816399 | -0.0147 | -0.01013 113,053 332,868 112,763 | 03396
IEI 2020 0 0 (|\M0.949477| 0 0 0 0 -27,109 0
LASA | 2011 | 212,743 13,051,4@) 5,547,832 | 0.0163 | 0.038347 | 623,245 2,925,210 | 2,018,623 | 0.2131
CO £ O\

LASA | 2012 | -255,025 1@@&36 5,597,356 | -0.0175 | -0.04556 | 1,839,748 | 2,608,742 1,283,558 | 0.7052
co ~

LASA | 2013 275,34@<>¥é,052,567 5,875,918 | 0.0172 | 0.046859 | 1,880,448 | 3,609,819 1,405,498 | 0.5209
co

LASA | 2014 | 445745 | 17,597,160 | 8,418,094 | 0.0253 | 0.052951 | 1,043,294 | 3,151,034 1,195,823 | 0.3311
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CO

LASA | 2015 283,320 | 19,166,697 | 8,578,795 | 0.0148 | 0.033026 706,929 1 75%8?9 1,039,245 0.402
CO

LASA | 2016 | 944,461 | 19,298,231 | 9,851,942 | 0.0489 | 0.095865 622,776 @,3,590 235,156 0.3492
co RIS

LASA | 2017 661,878 | 21,434,678 | 8,156,327 | 0.0309 | 0.081149 1,830,7@%\ 34687,003 1,253,599 | 0.4965
CcO )

LASA | 2018 736,279 | 17,052,479 | 8,483,574 | 0.0432 | 0.086789 L s,%vs 4,615,893 2,121,611 | 0.3738
CcO N\

LASA | 2019 | 315,745 | 18,510.279 | 7,979,341 | 0.0171 | 0.03957 2@1'8,463 5,903,506 2,298,684 0.325
CO . &

LASA | 2020 | 671,050 | 20,526,738 | 7,802,232 | 0.0327 o.oamg\‘“ 3,246,047 7,013,219 1,975,929 | 0.4628
CO £

LINKA | 2011 171,011 5,144,951 | 8,186,951 | 0.0332 ‘&MSS 493,075 1,727,983 480,525 0.2853
GE o« X

LINKA | 2012 179,770 | 16,956,973 | 14,723,749 | 0.0106 |\ ~0:01221 437,934 1,262,474 85,898 0.3469
GE A

LINKA | 2013 414282 | 17,738,500 | 15,367,958 ‘.@34 0.026958 645,993 2,143,276 183,021 0.3014
GE 0.\

LINKA | 2014 | 324,997 | 17,976,222 | 15 58% 0.0181 | 0.02085 552,964 1,876,534 402,498 0.2947
GE

LINKA | 2015 324,997 | 17,976,222 @%&9 0.0181 | 0.02085 552,964 1,876,534 1,267 0.2947
GE

LINKA | 2016 544,564 20,332,44&)'6 533,292 | 0.0268 | 0.032937 159,180 2,907,558 720,584 0.0547
GE X,

LINKA [ 2017 | 2,891,268 | 23,308,058 | 19,952,832 | 0.124 | 0.144905 1,393,140 2,756,505 456861 0.5054
GE @

LINKA | 2018 | -290,118 @115,508 17,920,487 | -0.0125 | -0.01619 1,229,723 3,477,836 772480 0.3536
GE <N

LINKA | 2019 | 1,452,154 | 28,704,432 | 23,040,050 | 0.0506 | 0.063027 1,008,262 3,713,380 409,240 0.2715

GE

187




LINKA | 2020 | 2,395,012 | 33,877,404 | 26,375,825 | 0.0707 | 0.090803 1,367,934 4,450,402 825,589 0.3074
GE

MUTU | 2011 | 763,828 | 12,199,778 | 4,171,064 | 0.0626 | 0.183125 1,186,795 %{@2 525355 0.2245
AL

MUTU | 2012 | -475,292 | 13,893,809 | 2,730,259 | -0.0342 [ -0.17408 2,410,416\' %3‘59 148 235179 0.5287
AL

MUTU | 2013 | 530,083 | 14,448,462 | 3,305,130 | 0.0367 | 0.160382 | 2,723 222\, 4,448,312 2,572,898 | 0.6122
AL QA %

MUTU | 2014 | 2,243,768 | 14,488,600 | 5,548,649 | 0.1549 | 0.404381 5@4‘52 5,283,657 5,506,212 | 0.4237
AL

MUTU | 2015 | 652,613 | 15,798,729 | 6,201,262 | 0.0413 | 0. 105239\\@ 139,309 4,581,656 3,619,015 | 0.4669
AL ALY

MUTU | 2016 [-1,390,527 | 16,579,092 | 4,810,735 | -0.0839 %@3}7 2,088,789 5,071,372 4,188,027 | 0.4119
AL

MUTU | 2017 | 605276 | 18,720,412 | 5,466,843 | 0.0323 4&\1 10718 | 2,489,149 6,252,687 3,704,667 | 0.3981
AL e N

MUTU | 2018 | 479,929 | 19,962,026 | 5,748,382 &02'«) 0.083489 | 4,695,817 6,230,006 3,058,531 | 0.7537
AL

MUTU | 2019 | 1,086,304 | 22,991,158 | 8,255,603 ¢ 00472 | 0.131584 | 4,892,833 6,579,594 5,398,988 | 0.7436
AL

MUTU | 2020 | 1,862,856 | 30,315,809 | 15,009,822°| 0.0614 | 0.124109 | 4,856,063 6,136,755 3,676,087 | 0.7913
AL "

NEM 2011 | 1,297,646 | 8,238,384 . (4‘&33,'310 0.1575 | 0.312813 1,659,404 7,525,020 3,256,987 | 0.2205
NEM 2012 | 434,075 | 7,580,146, |)4,300,645 | 0.0573 | 0.100933 | 2,879,691 9,066,054 3,628,978 | 0.3176
NEM 2013 | 368,908 | 9,627,831 | 4,695,694 | 0.0383 | 0.078563 | 2,965,052 7,936,798 224,222 0.3736
NEM 2014 | 1,507,179 | 10920314 | 5,900,713 | 0.1373 | 0255423 | 2,568,166 7,936,798 3,157,044 | 0.3236
NEM 2015 | 685,460 | 42,087,666 | 6,207,334 | 0.0567 | 0.110427 | 3,799,062 8,270,205 2,281,176 | 0.4594
NEM 2016 | 1,848,6 14,531,978 | 7,431,968 | 0.1272 | 0.248738 | 2,669,780 8,641,958 3,436,978 | 0.3089
NEM 2017 | 2,763,120 | 17,605,884 | 9,756,280 | 0.1569 | 0.283215 | 2,398,883 10,186,442 4,512,556 | 0.2355
NEM 2018 | 2,020,636 | 22,432,234 | 12,427,157 | 0.0901 | 0.162598 | 2,649,014 10,693,794 4,623,241 | 0.2477
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NEM 2019 | 1,417,830 | 26,660,545 | 14,083,035 | 0.0532 | 0.100676 2,563,616 12,617,540 4,348,697 | 0.2032
NEM 2020 | 5,075,395 | 31,170,642 | 18,337,337 | 0.1628 | 0.276779 6,054,469 15,862,758 5,980,143 | 0.3817
PREST | 2011 255,990 7,014,720 | 2,766,692 | 0.0365 | 0.092526 155,806 1, 9 694,457 0.096
IGE <&

PREST | 2012 603,019 9,698,035 | 3,888,930 | 0.0622 | 0.15506 1,569,15&\\,@96,551 263,467 0.8274
IGE ﬁk

PREST | 2013 90,836 | 10,134,493 | 4,413,343 | -0.009 | -0.02058 1 14 71> 1,242,162 2,980,176 0.923
IGE 9

PREST | 2014 14,187 11,893,946 | 4,576,147 | 0.0012 0.0031 @&700 1,207,615 1,528,306 | 1.2551
IGE

PREST | 2015 145295 | 10,367,741 | 5,991,827 | 0.014 | o. 0242-49\")1 024,552 924,893 -422 314 1.1078
IGE A \

PREST | 2016 221,992 9,689,587 | 6,228,262 | 0.0229 @3’ 563,018 1,184,657 254,074 0.4753
IGE

PREST | 2017 531,841 | 11,775,553 | 7,508,121 | o. 04(;2 \@970835 431,662 1,690,281 335,395 0.2554
IGE

PREST | 2018 423,795 | 13,020,999 | 8,101,086 0& 0.052313 1,232,185 2,281,491 450,674 0.5401
IGE

PREST | 2019 431,828 | 13,179,445 | 8,445,735 0328 | 0.05113 1,204,902 2,963,063 511,770 0.4066
IGE

PREST | 2020 678,305 | 18,504,924 | 12, ,394 0.0367 | 0.054687 1,703,686 3,471,260 799,849 0.4908
IGE N

REGE 2011 247.126 5,503,06 014 | 0.0449 | 0.063561 295,206 1,492,116 972345 0.1978
NCY

REGE 2012 391,081 5,1 ogq, 3,482,627 | 0.0754 | 0.112295 312,799 1,777,167 1297792 0.176
NCY

REGE 2013 403,603 6,545 | 3,154,107 | 0.0675 | 0.127961 609,884 2,303,363 1,382,119 [ 0.2648
NCY \Q

REGE 2014 294,908\) 6,387,239 | 4,114,026 | 0.0462 | 0.071684 605,820 2,094,967 1,420,665 | 0.2892
NCY
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REGE | 2015 | 333,329 | 6,726,540 | 4,673,522 | 0.0496 | 0.071323 447,101 2,269,002 1,538,349 | 0.197
NCY

REGE | 2016 | 470,594 | 6,855,691 | 4,946,288 | 0.0686 | 0.095141 344,725 g{@s 2,001,592 | 0.2083
NCY

REGE | 2017 196,475 | 7,248,018 | 4,944,231 | 0.0271 | 0.039738 629,357 %151 ,852 1707108 | 0.2795
NCY \

REGE | 2018 | 209,599 | 7,820,840 | 5,050,801 | 0.0268 | 0.041498 470 860\ 2,442,604 1971196 | 0.1928
NCY

REGE | 2019 | 649,594 | 8,536,393 772,225 | 0.0761 | 0.841198 8‘3 7‘7 2,539,375 2462567 | 0.2797
NCY e

REGE | 2020 | 628,587 | 10,052,954 | 1,201,684 | 0.0625 | 0.523088 4[<) 782,575 2,475,203 2026983 0.1142
NCY N

SOV 2011 704,114 | 7,310,390 | 1,978,675 | 0.0963 @Y 1,096,376 4,465,718 1,651,784 | 0.2455
TRUST

SOV 2012 | 1,476,355 | 7,113,234 | 3,138,804 | 0.2076 «%70356 920,433 4,861,037 2,484,240 | 0.1893
TRUST e N

SOV 2013 | 346,930 | 8,649,295 | 3,483,496 @&B&u 0.099592 1,751,951 5,545,186 2,468,159 | 0.3159
TRUST

SOV 2014 | 294,943 | 8,492,846 | 4,160,855 Q 00347 | 0.070885 | 2,181,184 4,235,913 1,707,064 | 0.5149
TRUST

SOV 2015 | 582,209 | 9,264,869 | 5,0 &19?’ 0.0628 | 0.115858 1,506,511 4,074,106 1,673,586 | 0.3698
TRUST

SOV 2016 23,592 9,511,560 6‘*2%5 428 | 0.0025 | 0.004506 1,440,861 3,620,280 1,651,722 | 0.398
TRUST Q

SOV 2017 157,869 | 10, 817 &Q 4 5,471,904 | 0.0146 | 0.028851 1,303,145 4,358,842 1,210,311 0.299
TRUST

SOV 2018 | 344,236 1‘?@\427 5,820,355 | 0.0304 | 0.059143 2,134,174 5,061,377 1,922,967 | 0.4217
TRUST

SOV 2019 | 503,38 Q>U418 426 | 7,786,606 | 0.0375 | 0.064647 | 2,139,353 5,950,253 2,073,391 | 0.3595
TRUST

SOV 2020 | 687,698 | 14,833,236 | 8,626,099 | 0.0464 | 0.079723 3,485,777 6,541,908 1,991,252 | 0.5328
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TRUST

UNIVE | 2011 115234 | 8,919,449 | 9,965,149 | 0.0129 | 0.011564 51,068 335‘28'9 222,433 0.1521
RSAL .

UNIVE | 2012 | 166,409 | 11,116,511 [ 10,287,338 | 0.015 | 0.016176 60,825 @9,375 259,551 0.1523
RSAL Q>

UNIVE | 2013 | 303,955 | 11,563,217 | 10,435,612 | 0.0263 | 0.029127 92,90§\ 580,000 49,895 0.1602
RSAL

UNIVE | 2014 | -472,170 | 10,834,813 | 8,260,596 | -0.0436 | -0.05716 67\ N 646,485 71,478 0.1042
RSAL N\

UNIVE | 2015 | -472,170 | 10,834,813 | 8,260,596 | -0.0436 | -0.05716 Q@l’,on 586,369 559,166 0.2918
RSAL A R

UNIVE | 2016 90,043 11,896,152 | 8,855,152 | 0.0076 o.og’@:“ 56,352 455,296 523,491 0.1238
RSAL A

UNIVE | 2017 | 634,184 | 12,761,657 | 9,497,151 | 0.0497 066776 171,109 597,602 623773 0.2863
RSAL . x‘&

UNIVE | 2018 46,672 | 12,891,741 | 9,450,426 -0.0@\}‘-0’.00494 223,107 1,118,473 527246 0.1995
RSAL A

UNIVE | 2019 75,393 10,027,157 | 2,654,885 @75 0.028398 233,821 1,379,068 1459052 | 0.1696
RSAL p |

UNIVE | 2020 | 624,647 | 10,985,217 2,115,2\&'0.0569 0.295283 378,345 2,614,311 27481185 | 0.1447
RSAL .

R
S

QQ

\'\
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Appendix 11

Table 3.1 List of Insurers on the floor of NSE

S/N

Nigerian Insurance Companies

1

2

10

11

12

13

14

15

16

African Alliance Insurance

AIICO Insurance

AXA Mansard Insurance

Consolidated Hallmark Insurance . (b,

N
Cornerstone Insurance Q§

Goldlink Insurance ‘é\

Guinea Insurance . \%q
International Energy Insurance @

Lasaco Assurance ¢ ,\Q
Tangerine Insurance Plc @

Linkage Assurance ° %
O

Mutual Benefit Insmg'

NEM Insurance @
Niger Insurwlc

'\
Presti ssurance Plc

cy Alliance Insurance Plc

1 &overeign Trust Insurance Plc

O
19

20
21

22

23

Staco Insurance Plc

Standard Alliance Insurance Plc
SUNU Assurances Nigeria
Universal Insurance Plc

Veritas Kapital Assurance Plc

Coronation Insurance Plc

Source: NAICOM (2022).
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Appendix 111

Appendix I
ROA ROE Net Cl Net P Underw P Loss Adj
Mean 0.021306  0.046731  2421566.  5548936. 1328750.  0.370183
Median 0.032700  0.071684  1225156.  3392157. 1195823.  0.331100
Maximum 0.207600  1.421790 30776073 52137873 27481185  1.255100
Minimum -0.395300  -5.025283  0.000000  0.000000 -36272055 _.0.000000
Std. Dev. 0.077124  0.538351  4483862.  7882838. 4305762&199833
Skewness -2.035779  -6.867521  4.256183  3.560452 -34 1.443694
Kurtosis 11.25071  65.37390  22.69912  17.43080 ‘%5 6.467286

Jarque-Bera 447.9493  21585.53  2436.895 1370 ‘6 15948.62 107.7335

Probability 0.000000  0.000000  0.000000 &

Sum 2.705800  5.934823 3.08@7.05E+O8

Sum Sq. Dev.  0.749464  36.51753 .Z@IS 7.83E+15

Q)\

Observations 127 127 127 127

0.000000  0.000000

1.69E+08  47.01320
2.34E+15  5.031571

127 127

ROA at level
OA at leve %,}
Panel unit root test:@y%ary

Series: ROA
Date: 03/06/ @me: 17:58
Sample 20

og o va 1ables Individual effects
eé%% ied lags: 1
Newey3West automatic bandwidth selection and Bartlett kernel

Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -9.55229  0.0000 13 104

Null: Unit root (assumes individual unit root process)
Im, Pesaran and Shin W-
stat -4.10106  0.0000 13 104
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ADF - Fisher Chi-square  67.7865 0.0000 13 104
PP - Fisher Chi-square 72.7299  0.0000 13 117

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

at level/trend

Panel unit root test: Summary

Series: ROA

Date: 03/06/23 Time: 18:04

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sectiops, \, Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -10.4326  0.0000 I3 104
Breitung t-stat -2.39903  0.0082 13 91

Null: Unit root (assumes individual unftrootprocess)

Im, Pesaran and Shin W-

stat -1.69458 J0.0451 13 104
ADF - Fisher Chi-square 574066 0.0004 13 104
PP - Fisher Chi-square 86.0942  0.0000 13 117

** Probabilities for Fisher\ests are computed using an asymptotic
Chi

-square distsibutien. All other tests assume asymptotic
normality.

level/none

Panel unit root test: Summary

Series: ROA

Date: 03/06/23 Time: 18:05

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
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Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -5.60335  0.0000 13 104
Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 63.4838 0.0001 13 104
PP - Fisher Chi-square 66.6709  0.0000 13 117

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

It individul

Panel unit root test: Summary

Series: D(ROA)

Date: 03/06/23 Time: 18:06

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartleff*kernel
Balanced observations for each test

€ross-
Method Statistic  Pr@b.*™\ seCtions  Obs
Null: Unit root (assumes common unit'toot*process)
Levin, Lin & Chu t* -12.4221~.30.0000 13 91

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -6:13193  0.0000 13 91
ADF - Fisher Chi-sguaf€\93.1326  0.0000 13 91
PP - Fisher Chi-square 154.446 0.0000 13 104

** Probabilities(for Fisher tests are computed using an asymptotic
Chi

-squarg distribution. All other tests assume asymptotic
normality’

15%trend

Panel unit root test: Summary

Series: D(ROA)

Date: 03/06/23 Time: 18:07

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
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Balanced observations for each test

Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -17.9353  0.0000 13 91
Breitung t-stat -3.20602  0.0007 13 78

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -2.79428  0.0026 13 91
ADF - Fisher Chi-square  75.4992  0.0000 13 91
PP - Fisher Chi-square 120.990 0.0000 13 104

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

15%/none

Panel unit root test: Summary

Series: D(ROA)

Date: 03/06/23 Time: 18:07

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth §election and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assume$*€ommon unit root process)
Levin, Lin & Chut* -15.8495 0.0000 13 91

Null: Unit T80t{assumes individual unit root process)

ADF - Fisher Chi-square  167.920  0.0000 13 91
PP isher-Chi-square 206.732  0.0000 13 104

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2nd/indiv

Panel unit root test: Summary
Series: D(ROA,2)
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Date: 03/06/23 Time: 18:08

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -18.5981 0.0000 13 78

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -7.32584  0.0000 13 78
ADF - Fisher Chi-square  99.1067 0.0000 13 78
PP - Fisher Chi-square 165.672  0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotie
normality.

2nd/trend

Panel unit root test: Summary

Series: D(ROA,2)

Date: 03/06/23 Time: 18:08

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automaticcbandwidth selection and Bartlett kernel
Balanced observatigns for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unjtgoot (assumes common unit root process)
Levif, Din~& Chu t* -18.4364  0.0000 13 78
Breitung’t-stat -1.09181 0.1375 13 65

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -1.59273  0.0556 13 78
ADF - Fisher Chi-square  54.3264 0.0009 13 78
PP - Fisher Chi-square 121.939  0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi
-square distribution. All other tests assume asymptotic
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normality.

2"d/none

Panel unit root test: Summary

Series: D(ROA,2)

Date: 03/06/23 Time: 18:09

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -19.1455  0.0000 13 78
Null: Unit root (assumes individual unit root process)
ADF - Fisher Chi-square ~ 170.023  0.0000 13 78
PP - Fisher Chi-square 209.317 0.0000 13 91

** Probabilities for Fisher tests are computed using atrasymptotic
Chi

-square distribution. All other tests a§sum®asymptotic
normality.

ROE

Level/individual

Panel unit root test:\Sunimary

Series: ROE

Date: 03/06/23 (Time: 18:10

Sample: 20712020

Exogenops,variables: Individual effects

Useréspecified lags: 1

NeweyyWest automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -12.1541  0.0000 13 101

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-
stat -4.07383  0.0000 13 101
ADF - Fisher Chi-square ~ 67.3438  0.0000 13 101
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PP - Fisher Chi-square 67.6997 0.0000 13 115

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

level/trend

Panel unit root test: Summary

Series: ROE

Date: 03/06/23 Time: 18:12

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections < \Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -12.1090  0.0000 12 96
Breitung t-stat 0.60924 0.7288 [2 84

Null: Unit root (assumes individual unit rdot precess)

Im, Pesaran and Shin W-

stat -1.539894,10.9618 12 96
ADF - Fisher Chi-square 50,022 VJ0.0014 12 96
PP - Fisher Chi-square 672140~ 0.0000 12 108

** Probabilities for Fisher tésts dre computed using an asymptotic
Chi

-square distribution=All other tests assume asymptotic
normality.

level/none

Panel tpit root test: Summary

Series: ROE

Date: 03/06/23 Time: 18:12

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections  Obs

Null: Unit root (assumes common unit root process)
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Levin, Lin & Chu t* -8.10940  0.0000 13 101

Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 68.8437  0.0000 13 101
PP - Fisher Chi-square 75.4034  0.0000 13 115

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

1%%/indi

Panel unit root test: Summary

Series: D(ROE)

Date: 03/06/23 Time: 18:12

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kesnel
Balanced observations for each test

Cross-
Method Statistic Prob#** Sections  Obs
Null: Unit root (assumes common unit rodt progess)
Levin, Lin & Chu t* -12.6086 0.0000 12 84

Null: Unit root (assumes individual@nit root process)

Im, Pesaran and Shin W-

stat -5.57774  0.0000 12 84
ADF - Fisher Chi-square ,»~,79.6351  0.0000 12 84
PP - Fisher Chi-squaze 128.949  0.0000 12 96

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-squat&distribution. All other tests assume asymptotic
normalitys

15Ytrend

Panel unit root test: Summary

Series: D(ROE)

Date: 03/06/23 Time: 18:13

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test
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Cross-

Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -13.7643  0.0000 12 84
Breitung t-stat 0.09253  0.5369 12 72

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -2.12064  0.0170 12 84
ADF - Fisher Chi-square  61.7271  0.0000 12 84
PP - Fisher Chi-square 119.581 0.0000 12 96

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

15%/none

Panel unit root test: Summary

Series: D(ROE)

Date: 03/06/23 Time: 18:13

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth sele€tign and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes €0tmon unit root process)
Levin, Lin & Chu tf $13.4459 0.0000 12 84
Null: Unit ropt fasSumes individual unit root process)
ADF - FishewChi=square ~ 139.803  0.0000 12 84
PP - Fisher Chi-square 178.588  0.0000 12 96

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2nd/ind

Panel unit root test: Summary
Series: D(ROE,2)

Date: 03/06/23 Time: 18:14
Sample: 2011 2020
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Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -13.9017 0.0000 12 72

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -5.91315 0.0000 12 72
ADF - Fisher Chi-square ~ 81.4171  0.0000 12 72
PP - Fisher Chi-square 156.322  0.0000 12 84

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2nd/trend

Panel unit root test: Summary

Series: D(ROE,2)

Date: 03/06/23 Time: 18:14

Sample: 2011 2020

Exogenous variables: Individual effécts] individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth'selection and Bartlett kernel
Balanced observations forsedeh test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit ro6t (@8stmes common unit root process)
Levin, Lin" &€hu t* -22.5652  0.0000 12 72
Breitung t=stat -0.23681 0.4064 12 60

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -1.89928  0.0288 12 72
ADF - Fisher Chi-square ~ 50.8037 0.0011 12 72
PP - Fisher Chi-square 130.186  0.0000 12 84

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.
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2"d/none

Panel unit root test: Summary

Series: D(ROE,2)

Date: 03/06/23 Time: 18:15

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -16.4904  0.0000 12 72

Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 142.474  0.0000 12 72
PP - Fisher Chi-square 189.444  0.0000 12 34

** Probabilities for Fisher tests are computed usingan~asymptotic
Chi

-square distribution. All other tests assumeé, asymptotic
normality.

Net claim

Level /ind

Panel unit root test: Summatary

Series: NET CL

Date: 03/06/23 Time:18:16

Sample: 20142020

Exogenous¥artables: Individual effects

User-speeifiedlags: 1

Newgy-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* 3.30552  0.9995 13 104

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-
stat 2.42141 0.9923 13 104
ADF - Fisher Chi-square ~ 12.3349  0.9891 13 104
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PP - Fisher Chi-square 25.1061 0.5130 13 117

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

level /trend

Panel unit root test: Summary

Series: NET CL

Date: 03/06/23 Time: 18:16

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections < \Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -2.67266  0.0038 13 104
Breitung t-stat 0.86087 0.8053 I3 91

Null: Unit root (assumes individual unit rdot precess)

Im, Pesaran and Shin W-

stat 0.64959 <, \0.7420 13 104
ADF - Fisher Chi-square 19,2363 J0.8263 13 104
PP - Fisher Chi-square 459271 0.0098 13 117

** Probabilities for Fisher tésts dre computed using an asymptotic
Chi

-square distribution=All other tests assume asymptotic
normality.

level/none

Panel tpit root test: Summary

Series: NET CL

Date: 03/06/23 Time: 18:17

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
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Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* 4.54987 1.0000 13 104
Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 9.32089  0.9989 13 104
PP - Fisher Chi-square 7.56866  0.9998 13 117

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

1%/ind

Panel unit root test: Summary

Series: D(NET CL)

Date: 03/06/23 Time: 18:18

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartleff*kernel
Balanced observations for each test

€ross-
Method Statistic  Pr@b.*™\ seCtions  Obs
Null: Unit root (assumes common unit'toot*process)
Levin, Lin & Chu t* -1.48319~,0.0690 13 91

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -107405 0.1414 13 91
ADF - Fisher Chi-sguarte\33.9061 0.1374 13 91
PP - Fisher Chi-square 102.666 0.0000 13 104

** Probabilities(for Fisher tests are computed using an asymptotic
Chi

-squarg distribution. All other tests assume asymptotic
normality’

15%trend

Panel unit root test: Summary

Series: D(NET CL)

Date: 03/06/23 Time: 18:18

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
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Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -4.33304  0.0000 13 91
Breitung t-stat 0.12189 0.5485 13 78

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat 0.17173  0.5682 13 91
ADF - Fisher Chi-square ~ 26.5072  0.4355 13 91
PP - Fisher Chi-square 105.398  0.0000 13 104

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

15%/none

Panel unit root test: Summary

Series: D(NET CL)

Date: 03/06/23 Time: 18:19

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth §election and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assume$*€ommon unit root process)
Levin, Lin & Chut* -4.71410  0.0000 13 91

Null: Unit T80t{assumes individual unit root process)

ADF - Fisher Chi-square  61.0589  0.0001 13 91
PP -Fisher-Chi-square 129.864 0.0000 13 104

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2nd/nd

Panel unit root test: Summary
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Series: D(NET CL,2)

Date: 03/06/23 Time: 18:19

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -4.45803  0.0000 13 78

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -2.56102  0.0052 13 78
ADF - Fisher Chi-square ~ 51.1747  0.0023 13 78
PP - Fisher Chi-square 157.432  0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asympotio
normality.

2nd/trend

Panel unit root test: Summary

Series: D(NET CL,2)

Date: 03/06/23 Time: 18:20

Sample: 2011 2020

Exogenous variables: Indimidual effects, individual linear trends
User-specified lags: 1

Newey-West automatic pandwidth selection and Bartlett kernel
Balanced observationSor each test

Cross-
Method Statistic Prob.** sections  Obs
Null{ Unit+0ot (assumes common unit root process)
Levin, ¥in & Chu t* -50.7183  0.0000 13 78
Breitung t-stat 0.54202 0.7061 13 65

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -4.07202  0.0000 13 78
ADF - Fisher Chi-square ~ 45.9769  0.0092 13 78
PP - Fisher Chi-square 136.506  0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi
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-square distribution. All other tests assume asymptotic
normality.

2"d/none

Panel unit root test: Summary

Series: D(NET_CL,2)

Date: 03/06/23 Time: 18:20

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -11.2013  0.0000 13 78

Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 106.305  0.0000 13 78
PP - Fisher Chi-square 195.222  0.0000 13 91

** Probabilities for Fisher tests are computed wsifig an asymptotic
Chi

-square distribution. All other testS\assamie asymptotic
normality.

net premium

level/ind

Panel unit root tegt: Sarhmary

Series: NET<P

Date: 03/06723=.Time: 18:22

Sample: 20112020

Exogenodus-variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* 7.32204  1.0000 13 100

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-
stat 4.69051 1.0000 13 100
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ADF - Fisher Chi-square ~ 5.55327 1.0000 13 100
PP - Fisher Chi-square 7.40870 0.9999 13 114

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

level/trend

Panel unit root test: Summary

Series: NET P

Date: 03/06/23 Time: 18:22

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections < \Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* 0.03226  0.5129 12 95
Breitung t-stat 3.51035 0.9998 12 83

Null: Unit root (assumes individual unit rdot precess)

Im, Pesaran and Shin W-

stat 1.50624 ~ \0.9340 12 95
ADF - Fisher Chi-square  9.06415 VJ0.9975 12 95
PP - Fisher Chi-square 244660 0.4352 12 107

** Probabilities for Fisher tésts dre computed using an asymptotic
Chi

-square distribution=All other tests assume asymptotic
normality.

level/none

Panel tpit root test: Summary

Series: NET P

Date: 03/06/23 Time: 18:23

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections  Obs

Null: Unit root (assumes common unit root process)
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Levin, Lin & Chu t* -0.19474  0.4228 13 100

Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 21.9540 0.6912 13 100
PP - Fisher Chi-square 8.58296  0.9995 13 114

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

1%/ind

Panel unit root test: Summary

Series: D(NET P)

Date: 03/06/23 Time: 18:23

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kesnel

@ross-
Method Statistic Prob.** sectiens  Obs
Null: Unit root (assumes common unit root proc¢ess)
Levin, Lin & Chu t* -1.12114 04311 12 83

Null: Unit root (assumes individual uaitngot process)

Im, Pesaran and Shin W-

stat 0.06064 0.5266 12 83
ADF - Fisher Chi-square ~ 24.7509 0.4194 12 83
PP - Fisher Chi-square 60.9696 0.0000 12 95

** Probabilities for\Fisher'tests are computed using an asymptotic
Chi

-square-distribution. All other tests assume asymptotic
normality.

1%/tfend

Panel unit root test: Summary

Series: D(NET _P)

Date: 03/06/23 Time: 18:24

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
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Method Statistic Prob.** sections  Obs

Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -7.05695  0.0000 12 83
Breitung t-stat 0.49716  0.6905 12 71

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -0.09242  0.4632 12 83
ADF - Fisher Chi-square ~ 29.5882  0.1988 12 83
PP - Fisher Chi-square 73.4819  0.0000 12 95

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

1%/none

Panel unit root test: Summary

Series: D(NET _P)

Date: 03/06/23 Time: 18:25

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selectign and Bartlett kernel

Cross-
Method Statisti® MProb.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -2.88252  0.0020 12 83
Null: Unit root (assumeSidividual unit root process)
ADF - Fisher Chi-square~ 39.7315 0.0229 12 83
PP - Fisher Chi-sguare 75.6847  0.0000 12 95

** Probabilitiessfor Fisher tests are computed using an asymptotic
Chi

wsqudre distribution. All other tests assume asymptotic
normality.

2"/ind

Panel unit root test: Summary

Series: D(NET P,2)

Date: 03/06/23 Time: 18:26

Sample: 2011 2020

Exogenous variables: Individual effects
User-specified lags: 1
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Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -6.61999  0.0000 12 71

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -2.39026  0.0084 12 71
ADF - Fisher Chi-square ~ 48.0863  0.0025 12 71
PP - Fisher Chi-square 135.087 0.0000 12 83

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2nd/trend

Panel unit root test: Summary

Series: D(NET P,2)

Date: 03/06/23 Time: 18:26

Sample: 2011 2020

Exogenous variables: Individual effects, ifidividuallinear trends
User-specified lags: 1

Newey-West automatic bandwidth seleétion and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes~common unit root process)
Levin, Lin & Chu t& =2.28495 0.0112 11 66
Breitung t-stat 0.78307 0.7832 11 55

Null: Unit T80t{assumes individual unit root process)

Im, Pesaran arid Shin W-

stat -0.15485 0.4385 11 66
ADF -¥isher Chi-square ~ 27.0092 0.2109 11 66
PP - Fisher Chi-square 114.457 0.0000 11 77

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2"/none
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Panel unit root test: Summary

Series: D(NET P,2)

Date: 03/06/23 Time: 18:26

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -9.69290  0.0000 12 71

Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 93.5585  0.0000 12 71
PP - Fisher Chi-square 169.364 0.0000 12 83

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

underwriting profit

level/ind

Panel unit root test: Summary

Series: UNDERW _P

Date: 03/06/23 Time: 18:27

Sample: 2011 2020

Exogenous variables: Indiyidual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations-for each test

Cross-
Method Statistic Prob.** sections  Obs
NullyUnitroot (assumes common unit root process)
Levin,\Lin & Chu t* -2.74272  0.0030 13 104

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat 0.18234 0.5723 13 104
ADF - Fisher Chi-square ~ 28.6842 0.3256 13 104
PP - Fisher Chi-square 33.9994 0.1350 13 117

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.
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level/trend

Panel unit root test: Summary

Series: UNDERW_P

Date: 03/06/23 Time: 18:28

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -7.89187  0.0000 13 104
Breitung t-stat 0.81716  0.7931 13 91

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -0.82247 0.2054 13 104
ADF - Fisher Chi-square  46.1701  0.0087 13 104
PP - Fisher Chi-square 50.2660 0.0029 13 117

** Probabilities for Fisher tests are computed Wsing an asymptotic
Chi

-square distribution. All other tests\a§sume asymptotic
normality.

level/none

Panel unit root test:\Summary

Series: UNDERW _P

Date: 03/06/23 ( Tirhe: 18:29

Sample: 2082620

Exogenopsyvafiables: None

Usersgpeeified lags: 1

NeweysWest automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -0.96428 0.1675 13 104
Null: Unit root (assumes individual unit root process)
ADF - Fisher Chi-square 299173  0.2711 13 104
PP - Fisher Chi-square 26.5820 0.4315 13 117
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** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

1%/ind

Panel unit root test: Summary

Series: D(UNDERW _P)

Date: 03/06/23 Time: 18:29

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  OBs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -9.81133  0.0000 13 91

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -3.74666  0.000%1 13 91
ADF - Fisher Chi-square ~ 71.0971 A0.0Q00 13 91
PP - Fisher Chi-square 100.315 (00000 13 104

** Probabilities for Fisher testsare €amputed using an asymptotic
Chi

-square distribution. All'other tests assume asymptotic
normality.

1%%/trend

Panel unit root test: Summary

Serigs™D(UNDERW P)

Date:Q3/06/23 Time: 18:30

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -16.4647 0.0000 13 91
Breitung t-stat 1.46457 0.9285 13 78
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Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -1.82027 0.0344 13 91
ADF - Fisher Chi-square  65.1566  0.0000 13 91
PP - Fisher Chi-square 95.9665 0.0000 13 104

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

1%/none

Panel unit root test: Summary

Series: D(UNDERW _P)

Date: 03/06/23 Time: 18:30

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartleft\kernel
Balanced observations for each test

€ross-
Method Statistic Prgb.*™\ SeCtions  Obs
Null: Unit root (assumes common unitsQot'process)
Levin, Lin & Chu t* -10.3914 4,10.9000 13 91

Null: Unit root (assumes individwual unit root process)

ADF - Fisher Chi-square ~ 94.3339  0.0000 13 91
PP - Fisher Chi-square ¥1.850 0.0000 13 104

** Probabilities for(Fisher'tests are computed using an asymptotic
Chi

-square disfribution. All other tests assume asymptotic
normality.

2nd/ifd

Panel unit root test: Summary

Series: D(UNDERW _P.2)

Date: 03/06/23 Time: 18:31

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
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Method Statistic Prob.** sections  Obs

Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -16.3532  0.0000 13 78

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -5.58621 0.0000 13 78
ADF - Fisher Chi-square ~ 87.2504  0.0000 13 78
PP - Fisher Chi-square 144.864 0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2nd/trend

Panel unit root test: Summary

Series: D(UNDERW _P.2)

Date: 03/06/23 Time: 18:31

Sample: 2011 2020

Exogenous variables: Individual effects, individuaNinear trends
User-specified lags: 1

Newey-West automatic bandwidth selection’arnd Bartlett kernel
Balanced observations for each test

Cross-
Method Statisti® MProb.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -13.6739  0.0000 13 78
Breitung t-stat Rr13171  0.8711 13 65

Null: Unit root (assimes Tndividual unit root process)

Im, Pesaran and Shin W-

stat -0.95205 0.1705 13 78
ADF - Fishex Chi-square  48.6082  0.0046 13 78
PP - Fishet™\Chi-square 116.670 0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2"/none

Panel unit root test: Summary
Series: D(UNDERW P,2)
Date: 03/06/23 Time: 18:32
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Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -17.5707  0.0000 13 78

Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square  139.671  0.0000 13 78
PP - Fisher Chi-square 195.432  0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

loss Adjustment expenses

Panel unit root test: Summary

Series: LOSS ADIJ

Date: 03/06/23 Time: 18:34

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth sclection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (agsufhes common unit root process)
Levin, Lin &Chun* -2.90156 0.0019 13 104

Null: Unjtsoot (assumes individual unit root process)

Im, Besagan’ and Shin W-

stat -1.02479  0.1527 13 104
ADF - Fisher Chi-square  32.1862 0.1870 13 104
PP - Fisher Chi-square 62.1491 0.0001 13 117

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

level/trend

218



Panel unit root test: Summary

Series: LOSS_ADJ

Date: 03/06/23 Time: 18:35

Sample: 2011 2020

Exogenous variables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -2.86842  0.0021 13 104
Breitung t-stat -2.68117 0.0037 13 91

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat 0.10191 0.5406 13 104
ADF - Fisher Chi-square  23.6632  0.5952 13 P04
PP - Fisher Chi-square 65.6776  0.0000 13 117

** Probabilities for Fisher tests are computed using,an‘aSymptotic
Chi

-square distribution. All other tests assumé asymptotic
normality.

level/none

Panel unit root test: Summary

Series: LOSS ADJ

Date: 03/06/23 Time: #8.36

Sample: 2011 2020

Exogenous variables: None

User-specified lags:"1

Newey-West@automatic bandwidth selection and Bartlett kernel
Balancedebsetvations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* 0.00869 0.5035 13 104
Null: Unit root (assumes individual unit root process)
ADF - Fisher Chi-square 15.9417 0.9376 13 104
PP - Fisher Chi-square 13.8567 0.9748 13 117

** Probabilities for Fisher tests are computed using an asymptotic
Chi
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-square distribution. All other tests assume asymptotic
normality.

1%9/1evel

Panel unit root test: Summary

Series: D(LOSS_ADJ)

Date: 03/06/23 Time: 18:36

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -3.41893  0.0003 13 9d

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -2.21659 0.0133 13 91
ADF - Fisher Chi-square ~ 46.6357 0.0077 13 91
PP - Fisher Chi-square 126.521  0.0000 13 104

** Probabilities for Fisher tests are comfiputeéd-tising an asymptotic
Chi

-square distribution. All other @sts/assume asymptotic
normality.

1%/trend

Panel unit root test: Stmmary

Series: D(LOSS "ADJ)

Date: 03/06/23*Time: 18:37

Sample: 261172020

Exogenousvariables: Individual effects, individual linear trends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -3.81776  0.0001 13 91
Breitung t-stat -1.75114  0.0400 13 78

Null: Unit root (assumes individual unit root process)
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Im, Pesaran and Shin W-

stat 0.02584 0.5103 13 91
ADF - Fisher Chi-square  26.7058 0.4249 13 91
PP - Fisher Chi-square 120.265 0.0000 13 104

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

1%/none

Panel unit root test: Summary

Series: D(LOSS_ADJ)

Date: 03/06/23 Time: 18:37

Sample: 2011 2020

Exogenous variables: None

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kerigel
Balanced observations for each test

@ross-
Method Statistic Prob.** secfiefis  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -9.69268  0.0000 13 91

Null: Unit root (assumes individual uaibroot process)

ADF - Fisher Chi-square  100.997 ~0.0000 13 91
PP - Fisher Chi-square 178720 0.0000 13 104

** Probabilities for FishertCsts are computed using an asymptotic
Chi

-square distribution™~All other tests assume asymptotic
normality.

2"d/level

Panel tmit root test: Summary

Series: D(LOSS ADJ,2)

Date: 03/06/23 Time: 18:38

Sample: 2011 2020

Exogenous variables: Individual effects

User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
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Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -6.43757  0.0000 13 78

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-

stat -3.33152  0.0004 13 78
ADF - Fisher Chi-square ~ 61.4566 0.0001 13 78
PP - Fisher Chi-square 162.799  0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2nd/trend

Panel unit root test: Summary

Series: D(LOSS ADJ,2)

Date: 03/06/23 Time: 18:38

Sample: 2011 2020

Exogenous variables: Individual effects, individual linedr, frends
User-specified lags: 1

Newey-West automatic bandwidth selection and Bartlett’kernel
Balanced observations for each test

Cross-
Method Statistic “Rrob=* sections Obs
Null: Unit root (assumes common unjt,tQJt process)
Levin, Lin & Chu t* -12,2994 ~0.0000 13 78
Breitung t-stat -0.72435  0.2344 13 65

Null: Unit root (assumes individual unit root process)

Im, Pesaran and ShinnW~=

stat -1.20409 0.1143 13 78
ADF - Fisher Chiésquare  49.2097 0.0039 13 78
PP - Fisher Chi‘square 127.215 0.0000 13 91

** Probabilitiés for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

2"d/none

Panel unit root test: Summary
Series: D(LOSS ADJ,2)
Date: 03/06/23 Time: 18:39
Sample: 2011 2020
Exogenous variables: None
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User-specified lags: 1
Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections  Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -13.5720  0.0000 13 78

Null: Unit root (assumes individual unit root process)

ADF - Fisher Chi-square ~ 130.979  0.0000 13 78
PP - Fisher Chi-square 213.588 0.0000 13 91

** Probabilities for Fisher tests are computed using an asymptotic
Chi

-square distribution. All other tests assume asymptotic
normality.

panel cointegration test

at intercept

Pedroni Residual Cointegration Test
Series: ROA ROE NET CL NET P UNDERMW-~P
LOSS ADIJ
Date: 03/06/23 Time: 18:41
Sample: 2011 2020
Included observations: 130
Cross-sections included: 13 ingonsparametric (PP) test; 10 (3
dropped)
parametric (ADF) test
Null Hypothesis: No ceintegration
Trend assumption; No detefministic trend
User-specified lag length: 1
Newey-West dutorhatic bandwidth selection and Bartlett kernel

Alternatiye hypothesis: common AR coefs. (within-dimension)
Weighted
Statistic Prob. Statistic  Prob.

Panel v-Statistic -0.089448 0.5356 -1.777489 0.9623
Panel rho-Statistic ~ 3.250254  0.9994  3.192902 0.9993
Panel PP-Statistic ~ -5.272034  0.0000 -7.236184 0.0000
Panel ADF-Statistic 0.547661  0.7080 0.961848 0.8319

Alternative hypothesis: individual AR coefs. (between-
dimension)

Statistic Prob.
Group rho-Statistic  4.696058  1.0000
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Group PP-Statistic

-13.82359

Group ADF-Statistic 1.128126

0.0000
0.8704

Cross section specific results

Phillips-Peron results (non-parametric)

Cross ID  AR(1) Variance HAC Bandwidth Obs
AIICO -0.273 7.03E-05 3.30E-05 5.00 9
CHI -0.379 0.000103 2.57E-05 7.00 8
CORNER -0.318 2.81E-05 1.13E-05 8.00 9
GUINEA -0.741 1.73E-06 1.73E-06 0.00 7
IEI -0.078 0.000640 0.000640 0.00 7 .
LASACO -0.843 241E-06 6.57E-07 8.00 9 ‘:\ \QO
LINKAGE 0.010 6.23E-06 6.58E-06 1.00 9
MUTUAL -0.734 6.80E-05 6.80E-05 0.00 9
NEM  -0.141 9.51E-06 3.61E-06 8.00 -9»6'\
PRESTIGE -0.259 8.13E-06 3.69E-06 7.00 \
REGENCY 0.088 0.000115 0.000115 0.00 Q’)@
SOV . Q
TRUST  -0.595 5.49E-05 5.30E-05 1.% 9
UNIVERSA g
L -0.080 1.60E-06 1.39E-06 00 9
Augmented Dickey-Fuller results (parar@r')fg}
Cross ID  AR(1) Variance _ \ ®ag Maxlag Obs
AIICO  -1.221 3.52E-05 o ¥ 1 - 8
CHI Droppedfrom™Test
CORNER -1.176 1.81E-05 1 -- 8
GUINEA Dr from Test
IEI ed from Test
LASACO -1.@) J95E-06 1 - 8
LINKAGE Q\?O 6.95E-06 1 -- 8
MUTUAI# 8 5.46E-05 1 -- 8
NEM’% 826 5.56E-06 1 - 8
PRESHGE” -0.632 8.33E-06 1 -- 8
R@&r 0.073 7.74E-05 1 - 8
TRUST  -0.749 5.87E-05 1 -- 8
UNIVERSA
L -0.259 1.74E-06 1 -- 8
at trend

Pedroni Residual Cointegration Test
Series: ROA ROE NET CL NET P UNDERW P
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LOSS ADIJ
Date: 03/06/23 Time: 18:42
Sample: 2011 2020
Included observations: 130
Cross-sections included: 10 (3 dropped) in non-parametric (PP)
test; 0
(13 dropped) parametric (ADF) test
Null Hypothesis: No cointegration
Trend assumption: Deterministic intercept and trend
User-specified lag length: 1
Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted
Statistic Prob. Statistic ~ Prob.
Panel v-Statistic 0.401176 0.3441 -1.319869 0.9066

Panel rho-Statistic 3.111485 0.9991 3.827836 0.9999
Panel PP-Statistic -9.688562 0.0000 -7.436987 0.0000
Panel ADF-Statistic NA NA NA NA

Alternative hypothesis: individual AR coefs. (between-
dimension)

Statistic Prob.
Group rho-Statistic 4.798148  1.0000,
Group PP-Statistic -12.56461  0.0000
Group ADF-Statistic NA NA

Cross section specific results

Phillips-Peron results (non-paxafetric)

Cross ID  AR(1) “Wariance HAC Bandwidth Obs

AIICO -0.642~ 2.62E-05 3.83E-06 8.00 9
CHI Dropped from Test
CORNER==:-0"180 1.87E-05 1.44E-05 1.00 9
GUINEA Dropped from Test
1E% Dropped from Test
LASACO -0.848 2.32E-06 1.47E-06 4.00 9
LINKAGE -0.004 6.26E-06 6.26E-06 0.00 9
MUTUAL  -0.727 6.70E-05 6.70E-05 0.00 9
NEM -0.135 9.49E-06 3.60E-06 8.00 9
PRESTIGE -0.781 2.33E-07 1.75E-07 2.00 9
REGENCY -0.225 3.86E-05 1.71E-05 8.00 9
SOV TRUST -0.432 7.38E-05 7.68E-05 1.00 9
UNIVERSAL -0.110 8.39E-07 3.00E-07 8.00 9
at none
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Pedroni Residual Cointegration Test

Series: ROA ROE NET CL NET P UNDERW P

LOSS ADJ

Date: 03/06/23 Time: 18:43
Sample: 2011 2020

Included observations: 130
Cross-sections included: 13

Null Hypothesis: No cointegration

Trend assumption: No deterministic intercept or trend

User-specified lag length: 1

Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)
Weighted

Statistic Prob. Statistic  Prob.
Panel v-Statistic -0.901976  0.8165 -2.045973 0.9796
Panel rho-Statistic 2.355979  0.9908  2.344498 0.9905
Panel PP-Statistic -17.84814  0.0000 -10.75052 0.0000
Panel ADF-Statistic  -0.397657 0.3454 -2.203791 0.0%138
Alternative hypothesis: individual AR coefs. (betweens
dimension)
Statistic Prob.
Group rho-Statistic 4.002578  1.0000
Group PP-Statistic -18.44832  0.0000
Group ADF-Statistic -1.356504  0-0875
Cross section specific results
Phillips-Peron results (nahsparametric)
Cross ID AR(™~ Variance HAC Bandwidth Obs
AIICO 0,028 0.000109 7.03E-05 1.00 9
CHI 0358 0.000104 2.64E-05 7.00 8
CORNER ¥ -0.399 2.81E-05 9.42E-06 8.00 9
GUINBA  -0.311 6.67E-06 1.54E-06 6.00 7
Kl -0.221 0.000312 5.73E-05 6.00 7
LASACO -0.666 4.69E-06 4.81E-06 1.00 9
LINKAGE -0.448 3.53E-06 4.43E-06 1.00 9
MUTUAL  -0.499 0.000126 0.000107 2.00 9
NEM -0.155 9.17E-06 3.47E-06 8.00 9
PRESTIGE  0.224 1.10E-05 7.45E-06 5.00 9
REGENCY -0.047 0.000143 0.000143 0.00 9
SOV TRUST -0.580 5.90E-05 5.90E-05 1.00 9
UNIVERSAL -0.556 2.87E-06 6.89E-07 8.00 9

Augmented Dickey-Fuller results (parametric)
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Cross ID AR(1) Variance Lag Max lag Obs
AIICO -0.441 7.49E-05 1 -- 8
CHI -0.835 0.000101 1 - 7
CORNER  -1.230 1.83E-05 1 -- 8
GUINEA  -1.139 1.83E-06 1 - 5
IEI -0.431 0.000301 1 -- 5
LASACO  -0.654 5.04E-06 1 - 8
LINKAGE -0.022 3.62E-06 1 -- 8
MUTUAL  -0.621 0.000107 1 - 8
NEM -0.855 5.74E-06 1 -- 8
PRESTIGE -0.008 8.66E-06 1 -- 8
REGENCY -0.130 8.55E-05 1 -- 8
SOV TRUST -0.674 6.28E-05 1 - 8
UNIVERSAL -1.079 2.85E-06 1 -- 8

Vector Error Correction Estimates

Vector Error Correction Estimates

Date: 03/08/23 Time: 01:41

Sample (adjusted): 2014 2020

Included observations: 82 after adjustments
Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEql

ROA(-1) 1.000000

ROE(-1) 0.70 1%%‘
(6.0485(%%)

[—14%751]

e Qo

6\& [-0.01448]

3.10E-10

NET_PG1)
96 (5.2E-09)

[0.06023]

UNDERW P(-1)  7.83E-09
(7.9E-09)
[0.98915]

LOSS ADJ(-1)  -0.103822
(0.05377)
[-1.93075]

C 0.080342
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D(UNDERWD(LOSS AD

Error Correction: D(ROA) D(ROE) D(NET CL) D(NET_P) P) D)
CointEql -0.030088  1.780055  -550060.6  460437.0  3743659.  0.134560
(0.05187)  (0.16829)  (864548.) (1728334) (4075831) (0.15022)
[-0.58010] [10.5773] [-0.63624] [0.26641] [0.91850] [ 0.89573]
D(ROA(-1)) -0.512446  -0.510167  2153512.  679424.8 -6878480. -0.333297
(0.10771)  (0.34947)  (1795325) (3589069) (8463897) (0.31196)
[-4.75775] [-1.45982] [1.19951] [0.18930] [-0.81268] [-1.06840]
D(ROA(-2)) -0.359797  -1.418749  511601.8  -1477900. -17739993 -0.347104
(0.11886)  (0.38565) (1981194) (3960644) (9340160) (0.34425)
[-3.02710] [-3.67882] [0.25823] [-0.37315] 4%«89932] [-1.00828]
D(ROE(-1)) -0.007822  0.230589  261562.4  944313.6™ 2393942.  0.070652
(0.02357)  (0.07647)  (392836.)  (78§325.) (1851988) (0.06826)
[-0.33191] [3.01549] [0.66583] ©[M.20245] [1.29263] [ 1.03505]
D(ROE(-2)) -0.016243  0.412307  -1824756 N\ -1111781.  28263.13  0.086642
(0.01945)  (0.06311) (324186.)° (648087.)  (1528345) (0.05633)
[-0.83515] [6.53366] [-056287] [-1.71548] [0.01849] [ 1.53809]
D(NET_CL(-1)) 2.16E-09  7.66E-08 « 07773251 0.873760  1.779879  2.41E-08
(1.2E-08)  (3.9B-08)™\ (0.19789)  (0.39560)  (0.93293)  (3.4E-08)
[0.18158] [ 1.98973]" “[3.90750] [2.20867] [1.90784] [0.69983]
D(NET_CL(-2)) -6.34E-09 ~4.385E-09  0.090108  0.723055 -1.346350 -1.39E-08
(1.3E-08)C \4.1E-08)  (0.21048)  (0.42077)  (0.99228)  (3.7E-08)
[-0.50245])" [ 0.11835] [0.42811] [ 1.71840] [-1.35682] [-0.38035]
D(NET _P(-1)) -R20E-09  -2.79E-08  0.034055  0.240868  -1.620072  -9.88E-09
SJE-09)  (1.2E-08)  (0.06223)  (0.12440)  (0.29338)  (1.1E-08)
20.32066] [-2.30689] [0.54724] [1.93617] [-5.52218] [-0.91394]
D(NET R({2)) 6.23E-09  7.34E-08  0.133183  -0.585502 -0.095876  2.93E-08
(5.2E-09)  (1.7E-08)  (0.08728) (0.17448) (0.41148) (1.5E-08)
[ 1.19036] [4.31762] [1.52592] [-3.35562] [-0.23301] [ 1.93443]
D(UNBPERW P(-1)) 1.07E-09  7.27E-09  0.009643 -0.297624  0.410315  4.62E-08
(6.1E-09)  (2.0E-08) (0.10166)  (0.20324)  (0.47928)  (1.8E-08)
[0.17537] [0.36759] [0.09485] [-1.46442] [0.85611] [2.61273]
D(UNDERW _P(-2)) -6.84E-09 -1.14E-08 -0.191359 -0.127005  0.866739  2.13E-08
(5.2E-09)  (1.7E-08)  (0.08710)  (0.17412)  (0.41063)  (1.5E-08)
[-1.30955] [-0.67344] [-2.19700] [-0.72939] [2.11077] [ 1.40620]
D(LOSS_ADIJ(-1)) -0.042424 -0.201046  -2242459. -1731605. -5450527. -0.233223
(0.05442)  (0.17657)  (907098.) (1813397) (4276431) (0.15762)
[-0.77958] [-1.13860] [-2.47212] [-0.95490] [-1.27455] [-1.47967]
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D(LOSS_ADJ(-2)) 0.036774  0.184114  -743783.8 -2161716.  2017048. -0.082172
(0.05041)  (0.16355) (840191.) (1679642) (3961003) (0.14599)
[ 0.72955] [ 1.12574] [-0.88526] [-1.28701] [0.50923] [-0.56285]
C 0.004358  -0.066123 147608.9  394801.1 563892.8 -0.011423
(0.00702)  (0.02278)  (117010.)  (233917.)  (551632.)  (0.02033)
[ 0.62075] [-2.90309] [1.26151] [1.68779] [1.02223] [-0.56183]
R-squared 0.507659  0.694505  0.554433 0.493210  0.453434  0.180290
Adj. R-squared 0.413536  0.636101 0.469252  0.396324  0.348944  0.023581
Sum sq. resids 0.192809  2.029841  5.36E+13  2.14E+14  1.19EMIS  1.617436
S.E. equation 0.053249  0.172773 887578.1 1774375. 4184406.  0.154227
F-statistic 5.393522 11.89150  6.508821 5.090608 44339477 1.150477
Log likelihood 131.8108  35.29628  -1231.770  -1288.572'\ ¥1358.921  44.60800
Akaike AIC -2.873433  -0.519422  30.38463 31.77005™ 33.48588  -0.746537
Schwarz SC -2.462530  -0.108518  30.79554 3248095  33.89678 -0.335633
Mean dependent 0.005688  0.017889  451048.8 *,692M46.0 -47482.37  0.008624
S.D. dependent 0.069533  0.286409 1218322, ,C.2283722.  5185905.  0.156078
Determinant resid covariance (dof
adj.) 1.90E+31
Determinant resid covariance 6.19E+30
Log likelihood -3605.015
Akaike information criterion 90.122%1
Schwarz criterion 92(76383
HETEROSKEDASTICITY TEST
Dependent Variable: RESIDO2
Method: Panel Least, Squdses
Date: 03/08/23 Time: 0409
Sample: 2011 2020
Periods included™'®
Cross-sections=included: 13
Total panel (unbalanced) observations: 127
Variable Coefficient Std. Error t-Statistic ~ Prob.
C 9.61E-17 0.014330 6.70E-15 1.0000
NET CL 4.69E-23  4.96E-09 9.46E-15 1.0000
NET P -2.45E-23  2.63E-09 -9.34E-15 1.0000
UNDERW P 3.43E-24 1.46E-09 2.35E-15 1.0000
LOSS _ADJ -2.17E-16  0.032780 -6.63E-15  1.0000
R-squared 0.000000 Mean dependent var -1.64E-18
Adjusted R-squared -0.032787 S.D. dependent var  0.061364
S.E. of regression 0.062362  Akaike info criterion -2.673149
Sum squared resid 0.474460 Schwarz criterion -2.561173
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Log likelihood 174.7449 Hannan-Quinn criter. -2.627654
F-statistic 0.000000 Durbin-Watson stat 1.269376
Prob(F-statistic) 1.000000
40,000,000 60,000,000
50,000,000 |
30,000,000 |
40,000,000 |
) o
— 20,000,000 | ~ 30,000,000 |
w g
20,000,000 |
10,000,000 ®
o . 10,000,000 ‘ i
L =
0 P ° 0
6 -4 2 2 4 6
ROA QQ’} ROA
30,000,000 '®4 b
20,000,000 Q 12
10,000,000 i 1.0
n_l ? ° off 6 —
2 0 5 :)\ T 08 8
8 -10,000,000 - g 06 e
5 ° g o
-20,000,000 | 0.4 % ° o
-30,000,000 | 02
-40,000,000 - 0.0
Dependent @e: RESID06
Method: Pa ast Squares
Date: 0 23 Time: 01:15
Sa Q 12020
Periods”included: 10
Cross-sections included: 13
Total panel (unbalanced) observations: 127
Variable Coefficient Std. Error t-Statistic  Prob.
C 1.40E-16 0.124554 1.12E-15 1.0000
NET CL 1.33E-22 4.31E-08 3.08E-15 1.0000
NET P -7.10E-23 2.28E-08 -3.11E-15 1.0000
UNDERW P 8.44E-24 1.27E-08 6.66E-16 1.0000
LOSS ADJ -242E-16 0.284924 -8.49E-16 1.0000
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R-squared 0.000000 Mean dependent var -9.83E-18
Adjusted R-squared -0.032787 S.D. dependent var ~ 0.533384
S.E. of regression 0.542058 Akaike info criterion 1.651686
Sum squared resid 35.84686 Schwarz criterion 1.763662
Log likelihood -99.88206 Hannan-Quinn criter. 1.697180
F-statistic 0.000000 Durbin-Watson stat ~ 0.716522
Prob(F-statistic) 1.000000
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50,000,000 -
30,000,000 - °
40,000,000 -
3] . o
! 20,000,000 -| ' 30,000,000 |
w ° u
=4 pz4
o 20,000,000 -
10,000,000 - S
10,0.00%2
0 T 0‘ nfﬁﬂ o Q\O
6 -4 -2 0 2 -6
ROE . ‘\%
30,000,000 - C ) 1.4
20,000,000 -| 1.2
10,000,000 1.0
o o &%
§| 0| ’ ge@“ o g 081
i ®
S -10,000,000 - & 06-
% -
-20,000,000 0.4 -
-30,000,0004 0.2 -
40,ooo,$y | | ’ 0.0
Q -6 -4 2 0 2 -6
Q ROE

231




A.

Personal Data
Full Name:
Address:
E-mail:

Phone No:
Date of Birth:
Place of Birth:
Nationality:

Next of Kin:

Bio-data

Olugbenga Adedayo FALADE

No. 1, Falade Close, Off Ayodele Avenue, Isa Ilu, Ipaja, Lagos.
gbengfal@yahoo.co.uk

+234802 301 3980, 0802 305 7794 ‘®

August 20, 1968

5
Tkole LG, Ekiti State ‘%\
%w

Nigeria .
S
Olakunbi Elizabeth Falade N

No. 1, Falade Close, Off Ay%@lue, Isa Ilu, Ipaja, Lagos

B. Educational Background

Educational Institutions Attended with @% Qualifications

e PhD in Insurance & Risk Manag@ — Lead City University In View
e MA. —Peace and Conﬂictwa%ersity of Ibadan 2019
e BL — The Nigerian L %Sﬁ})ol (Abuja) 2018
e MSc.in Insura@isk Management — Lead City, University 2017
e L.LB - Udiydrsity of Ibadan 2016
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