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What is Insurance

• Insurance is a financial mechanism to transfer risk. 
• In exchange for a premium, an insurer promises compensation for 

specified losses (damage, accident, illness, life) per the policy terms.
• It protects individuals and businesses from uncertain losses by 

pooling risks. 
• Insurance spreads risk across many policyholders so that no single 

participant bears a devastating loss alone.

• Gives Financial security and stability



How Insurance Company Works

Premium
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Law of Large Numbers: With a sufficiently large pool of Independent risks, the 
observed loss will be close to the expected loss.



Principles of Insurance

1. Utmost Good Faith: Both Parties act in good faith towards each other

2. Insurable Interest :  Insured must have an insurable interest

3. Proximate Cause : Primary and direct cause of a loss without which the damage would not 
have occurred.

4. Indemnity: Compensate the policyholder for the loss up to the amount agreed upon

5. Subrogation: After compensating the loss, the rights of property go to the insurer

6. Contribution: Each Insurer must pay their proportionate part of the claim

7. Loss Minimization: Responsibility of insured to take precautions to minimize loss

8. Moral Hazard & Loss Control : Deductibles, Co-payments to ensure insured has incentive to 
minimize loss

9. Adverse Selection & Underwriting: Proper premium pricing and Limits, waiting periods. 
Source: Mcminn Personal Injury Lawyers website



Types of Insurance 

Life Insurance (24) Health Insurance (8)
General Insurance / 

P&C Insurance (34) 

Death of Policyholder Sickness of Policyholder Damage to Property or 

Liability cover

Life Insurance Hospitalisation Motor 

(TP, OD)

Property 

(Fire)

Investments Personal Accident Engineering Crop

Retirement / Annuity Marine

(Hull, Cargo)

Liability

Misc. 

Re-insurance (2)

Non Life Insurance



GWP Growth – 10 Y CAGR – 15%; Led by Health – 19% 

Source: IRDAI; GI Council
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Top 10 Market Share

Source: GI Council

Company

FY25 

Market %

The New India Assurance Co Ltd 12.57%

ICICI Lombard General Insurance Co Ltd 8.72%

Bajaj Allianz General Insurance Co Ltd 6.96%

United India Insurance Co Ltd 6.52%

The Oriental Insurance Co Ltd 6.44%

Tata AIG General Insurance Co Ltd 5.75%

Star Health & Allied Insurance Co Ltd 5.43%

National Insurance Co Ltd 5.42%

HDFC Ergo General Insurance Co Ltd 5.14%

SBI General Insurance Co Ltd 4.51%

Type FY25 Market %

General Insurers 83.90%

Stand-alone Health 12.49%

Specialised 3.61%

Health Insurance

FY25 

Market %

The New India Assurance Co Ltd 16.17%

Star Health & Allied Insurance Co Ltd 13.92%

The Oriental Insurance Co Ltd 6.94%

Care Health Insurance Ltd 6.85%

Bajaj Allianz General Insurance Co Ltd 6.60%

National Insurance Co Ltd 6.55%

ICICI Lombard General Insurance Co Ltd 6.06%

United India Insurance Co Ltd 5.93%

Niva bupa health insurance company limited 5.59%

HDFC Ergo General Insurance Co Ltd 4.85%

Health Type Market %

General Insurers 68.38%

Stand-alone Health 31.62%



Insurnace Ecosystem 

Distribution Channels
• Individual Agents
• Brokers
• Corporate Agents
• Web Aggregators

Regulator - IRDAI
Surveyors
TPA
Reinsurance

Source: GI Council



Insurnace Ecosystem - Reinsurance 

• Insurance for the Insurer; 

• 1 Active Player + 1 approved player + 11 Branches of Foreign reinsurers 

• Policy Level, Select Co-Hort Level, Product Level, Portfolio Level

• Proportionate

• Non – Proportionate – Excess Loss, Catastrophe Excess Loss

• Commission Income to Insurance company

• Compulsory Ceding to GIC – 4%



Sub segments of General Insurance –Health – 40% 

• Growth prospects – low penetration, high 
inflation

• Group Health Vs Retail Health Vs Govt 
Schemes

• Low claims initially and increasing claims 
as the policy holder ages

• TPAs 

Source: Red Seer Report



SAHI Vs GI health  

Source: IRDAI Handbook



Sub segments of General Insurance – Motor – 32%

• Motor OD – Damage to own vehicle – No Barriers

• Motor TP – Mandatory legal cover – Controlled pricing – Long Tail Risk

• NCB

• Telematics based pricing

• Reinsured for Catastrophe Risk 

• High Volume, Thin margin segment

Source: GI Council



Sub segments of General Insurance – Motor – 32%

• Motor OD

• Motor TP

Source: GI Council



Sub segments of General Insurance – Property (Fire + Engineering)  

• Aimed at Businesses, Houses, factories and shops

• High severity–low frequency risks

• Catastrophe Risk

Source: GI Council



Sub segments of General Insurance – Others

Crop

• PMFBY launched in 2016. Highly subsidised. (95%+) 

• Bidding by insurance companies district wise

• Long tail

Marine – Hull & cargo 

Liability

Misc. 

Source: GI Council



Retention Ratios

Source: GI Council



Simple Case 

All Premiums on 1st day and all claims on last day.

Amount

Gross Written Premium + Rs. 10,000

Interest Income @ 10% + Rs.   1,000

Gross Claims Incurred @ 60% - Rs.    6,000

Other Expenses @ 30% - Rs.    3,000

Underwriting Result =Rs.    2,000



Simple Case + Reinsurance 

All Premiums on 1st day and all claims on last day. Reinsurance @ 10%

Amount

Gross Written Premium + Rs. 10,000

Reinsurance @ 10% - Rs.    1,000 

Net written Premium = Rs.    9,000

Interest Income @ 10% + Rs.       900

Gross Claims Incurred @ 60% - Rs.    5,400

Other Expenses @ 30% - Rs.    2,700

Underwriting Result =Rs.    1,800



Simple Case + Policy Spread across Years + Reinsurance 

Policy taken on 90th day.

Reserves created

• UPR

• Claims Reserves

• IBNR + IBNER

• Premium Deficiency

Amount

Gross Written Premium + Rs. 10,000

Reinsurance @ 10% - Rs.    1,000 

Net written Premium = Rs.    9,000

Unearned Premium Reserve @25% - Rs.     2,250    

Net Earned Premium = Rs.    6,750

Interest Income @ 10% + Rs.       900

Gross Claims Incurred @ 60% - Rs.    5,400

Claim Reserves @25% + Rs.    1,350

Net Claims Incurred = Rs.    4,050

Other Expenses @ 30% - Rs.    2,700

Underwriting Result =Rs.    0



ICICI Lombard Public Disclosures

Source: ICICI Lombard Website



ICICI Lombard Annual Report – Revenue Account 

Source: ICICI Lombard Annual Report



ICICI Lombard Annual Report – Revenue Account – Schedules  

Source: ICICI Lombard Annual Report



ICICI Lombard Annual Report 

Source: ICICI Lombard Annual Report



ICICI Lombard Annual Report – Balance Sheet 

Source: ICICI Lombard Annual Report



ICICI Lombard Annual Report –Development of Losses 

Source: ICICI Lombard Annual Report



ICICI Lombard Annual Report –Technical Reseves

Source: ICICI Lombard Public Disclosures



RAMELS Model 

Component What to Evaluate Key Questions

R – Risk Profile
Underwriting risks, CAT exposure, 

business mix

How diversified is the risk pool? Is there 

CAT concentration (e.g. flood, 

earthquake)?

A – Asset Quality
Investment book, credit risk, MTM 

sensitivity

Is the investment portfolio safe, 

diversified, and liquid? Any junk 

exposure?

M – Management Governance, strategy, risk culture

Is management conservative or growth-

oriented? How effective is their capital 

allocation?

E – Earnings Quality
Underwriting profits, combined ratio, 

reserving discipline

Is underwriting profitable (Combined 

Ratio <100%)? Are earnings volatile or 

steady?

L – Liquidity Claims-paying ability, ALM match
Can the insurer meet sudden claim 

surges? Are assets liquid enough?

S – Solvency & Capital Solvency ratio, RBC compliance

Is the insurer well-capitalised? How much 

buffer exists beyond regulatory 

minimums?



Regulations 

Solvency Ratio = Available Solvency Margin / Required Solvency Margin.

• ASM = Assets – Liabilities (including technical reserves)

• RSM  Calculated based on Lines of Business, long tail risk etc. higher of 
premium-based or claims-based requirement. 20% of Net premium or 30% of 
Net incurred claims

• Min Solvency 1.5x

Expenses of Management = Commission ratio + Opex Ratio. 

• 30% of GWP for GI, 35% for SAHI 

Source: IRDAI Master Circular 2022



I Investment Regulations 

Approved Investments: Primarily AA and above rated sovereign and corporate bonds, Equity with constraints

Other Investments: Includes lower-rated instruments, venture capital, REITs/InvITs, derivatives, etc., governed by
board-approved exposure limits

Source: IRDAI Master Circular 2022

Category Minimum Allocation (%) Remarks

Central Government Securities 20% G-Secs only

State Government / Other 

Approved Securities
30% Includes above

Housing and Infrastructure 15%
Includes infrastructure bonds, 

loans to housing projects

Equity and Equity Mutual Funds ≤15%
Only approved large caps, and 

within risk limits

Other Investments ≤25% Subject to prudential norms



Insurance Penetration

Source: IRDAI FY24 Annual report (Swiss Re)



Insurance Density

Source: IRDAI FY24 Annual report (Swiss Re)



Loss Ratio

Source: IRDAI; GI Council
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Combined Ratio

Source: IRDAI; GI Council
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Dupont 

Source: Company Financials

Ratio FY22 FY23 FY24

Gross written premiums 95.5% 90.1% 92.5%

Net earned premiums 81.7% 78.4% 78.4%

Claims 71.1% 50.9% 52.1%

Commission 12.4% 11.7% 11.2%

Operating expenses 15.3% 14.3% 14.5%

Underwriting profit -17.2% 1.4% 0.5%

Investment income 6.6% 5.8% 6.6%

Expenses 1.1% 1.5% 0.3%

Pretax profit -11.6% 5.8% 6.8%

Tax -3.0% 1.4% 1.7%

ROAA -8.7% 4.3% 5.1%

X leverage 2.96 2.86 2.80 

ROE -25.7% 12.3% 14.4%



Recent Developments 

• Insurance for all by 2047

• Use and File of Products

• Limiting health insurance premium hike to 10% for senior citizens

• Insurance Amendment Act (Proposed)

• FDI Limit to increase to 100%. 

• Composite License 

• Open Architecture for agents

• IndAS-117

• Risk Based Solvency

• Easier Entry



Recent Developments – IndAS 117 

• 1/n accounting

• Amortisation of acquisition costs over life of the product. Positive RoE

• MTM gains of investment book to flow through P&L. Volatile PAT

• Long Tail risks can be discounted.

• Immediate loss recognition for onerous contracts

• ECL Provisioning for asset quality

• Pro-forma filings to IRDAI from FY26. Decision based on results 



Risks 

• Underwriting Risk

• Investment Risk – Credit and Asset quality

• Insurance and Re-insurance Cycles – Soft Vs Hard Markets

• New Entrants – Pricing Pressure

• Regulatory Risk 

• Catastrophic Events, Pandemics

• Health Insurance – Hospitals, HMO models 



Conclusion

• Interesting Sector to keep tracking

• Growth Prospects – Regulatory, Inflationary, Financialization, Digitization, 
Increasing Penetration

• 6 Companies Directly listed – ICICI Lombard, New India Assurance, Go Digit, 
Star Health, Navi Bupa Health, GIC.

• Many More Indirectly listed – Subsidiaries of Banks, Bajaj Finserv, AB Capital

• More rational valuations required   



Sources

● IRDAI Handbooks, Monthly reports and Annual Reports
● General Insurance council Yearbook 
● DRHPs : Navi Bupa, Go Digit, Star Health & ICICI Lombard
● Annual Reports, Company Presentations and Public Disclosures
● redseer Industry Report on Indian Digital Insurance Market – April 2024
● redseer Navigating Indian Health Insurance Landscape – June 2024
● Swiss RE Sigma Insurance Report
● Sell Side Reports



Thank You
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