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Descriptive Statistics
N Minimum Maximum Mean Std. Deviation

LOST 17 .2653816630 .7661160556 581844260704 1356067317410
INVEST 17 .0769315469 .2299135934 130380791072 0395224107923
COST 17 .0145842338 .2814515398 115852632332 .0664710170360
LEVERAGE 17 3069669873 9337946165 687005559343 1538023958472
PROFIT 17 .0557759475 .3543252475 206771377625 .0754688836596
Valid N (listwise) 17

Variables Entered/Removed”

Variables Variables

Model Entered Removed Method
1 LEVERAGE,

COST, LOST, .|Enter

INVEST?
a. All requested variables entered.
b. Dependent Variable: PROFIT

Model Summary®
Adjusted R Std. Error of the
Model R R Square Square Estimate Durbin-Watson
1 .630° .397 .196 .0676741591396 2.253
a. Predictors: (Constant), LEVERAGE, COST, LOST, INVEST
b. Dependent Variable: PROFIT
e e T e T s s e B sy iusa




ANOVA®
Model Sum of Squares df Mean Square F Sig.
1 Regression .036 4 .009 11.975 .003?
Residual .055 12 .005
Total .091 16

a. Predictors: (Constant), LEVERAGE, COST, LOST, INVEST
b. Dependent Variable: PROFIT

Coefficients®
Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Toleranc
Model B Std. Error Beta t Sig. e VIF
1 (Constant) .369 137 2.694 .020
LOST -
-172 136 -.309 .029 .842] 1.187
3.267E0
INVEST 441 AT7 2311 4.925 .003 .806( 1.240)
COST -
-.531 .263 -.467 .037 .934( 1.071
2.715E0
LEVERAGE -
-.083 A31 -.170 .006 707] 1.414
3.637E0

a. Dependent Variable: PROFIT

Collinearity Diagnostics®

Dimensi Variance Proportions
Model on Eigenvalue | Condition Index | (Constant) LOST INVEST COST LEVERAGE
1 1 4.656 1.000 .00 .00 .00 .01 .00]
2 217 4.632 .00 .02 .00 a7 .02
3 .088 7.262 .00 .02 .52 .16 .06
4 .028 12.793 .02 91 .01 .01 .36
5 .01 11.935 .98 .05 A7 .05 .56
e e O e o s e Syt



Collinearity Diagnostics®

Dimensi Variance Proportions

Model on Eigenvalue | Condition Index | (Constant) LOST INVEST COST LEVERAGE

1 1 4.656 1.000 .00 .00 .00 .01 .00]
2 217 4.632 .00 .02 .00 a7 .02
3 .088 7.262 .00 .02 .52 .16 .06
4 .028 12.793 .02 91 .01 .01 .36
5 .01 11.935 .98 .05 A7 .05 .56

a. Dependent Variable: PROFIT

Residuals Statistics®

Minimum Maximum Mean Std. Deviation N
Predicted Value .105736494064 .283007681370 206771377625 .0475469088310 17
Residual -
9.3064047396183E 1285829842091 .0000000000000 .0586075409946 17
-2
Std. Predicted Value -2.125 1.603 .000 1.000 17
Std. Residual -1.375 1.900 .000 .866 17

a. Dependent Variable: PROFIT
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Histogram

Dependent Variable: PROFIT

[a3]
1

Mean =-1 26E-15
Std. Dev. =0.866
M=17

o
1

]
1

Frequency
T

7]
- \
\
0 "/T/ —
2 -1 u] 1 2
Regression Standardized Residual
One-Sample Kolmogorov-Smirnov Test
LOST INVEST COST LEVERAGE PROFIT
N 17 17 17 17 17
Normal Parameters® Mean .581844260704| .130380791072| .115852632332| .687005559343| .206771377625
Std.
.1356067317410( .0395224107923 .0664710170360( .1538023958472| .0754688836596
Deviation
[Most Extreme Differences Absolute 145 131 130 138 120
Positive .087 131 130 .081 .095
Negative -.145 -.088 -.066 -.138 -.120
|Kolmogorov-Smirnov Z 597 540 538 .568 496
Asymp. Sig. (2-tailed) 868 932 934 .904 .966
|a. Test distribution is Normal.
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Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
CAR1 17]1-572746990101] 98044000000( -45230282714.01|179485756277.744
CAR2 17| -6052670305| 250325479986 38669820533.69| 68935999868.218
HEALTH 17]-381858900292| 14593400000( -32130441586.31| 94227637632.102
FIRE 17 609644507 527809686340| 67606934937.57|126191044706.561
PROFIT 17 1027246702 1344171971913 177669834757.27| 318642962596.186
Valid N (listwise) 17

Variables Entered/Removed®

Variables
Model Variables Entered Removed Method

1 FIRE, CAR1, HEALTH, CAR2? .|Enter

a. All requested variables entered.

b. Dependent Variable: PROFIT

Model Summary®

Adjusted R Std. Error of the
Model R R Square Square Estimate Durbin-Watson
1 .9682 .936 915 92928409782.918 2.105]

a. Predictors: (Constant), FIRE, CAR1, HEALTH, CAR2
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Model Summary®

Adjusted R Std. Error of the
Model R R Square Square Estimate Durbin-Watson
1 .9682 .936 915 92928409782.918 2.105]
b. Dependent Variable: PROFIT
ANOVA®
Model Sum of Squares df Mean Square F Sig.
1 Regression | 1520905129655808800000000.00 380226282413952200000000.00
0 4 0 44.030| .000?

Residual 103628272137383830000000.000 12| 8635689344781986000000.000

Total 1624533401793192600000000.00
0

16

a. Predictors: (Constant), FIRE, CAR1, HEALTH, CAR2
b. Dependent Variable: PROFIT

Coefficients?®

Standardized
Unstandardized Coefficients Coefficients Collinearity Statistics
Model B Std. Error Beta t Sig. | Tolerance VIF
1 (Constant) 1.673E10 3.501E10 478 .641
CAR1 -.346 431 -.195| -5.805| .000 .090[ 11.063
CAR2 129 1.437 114 3.786( .001 .055( 18.180]
HEALTH -.529 .625 -.156 -.846| .414 .156 6.426
FIRE .187 732 161 4.109| .001 .063[ 15.798
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Coefficients®
Standardized
Unstandardized Coefficients Coefficients Collinearity Statistics
Model B Std. Error Beta t Sig. | Tolerance VIF
1 (Constant) 1.673E10 3.501E10 A478| .641
CAR1 -.346 431 -.195( -5.805| .000 .090] 11.063
CAR2 129 1.437 .114] 3.786| .001 .055] 18.180]
HEALTH -.529 .625 -.156| -.846| .414 .156 6.426
FIRE 187 732 .161] 4.109| .001 .063[ 15.798

a. Dependent Variable: PROFIT

Collinearity Diagnostics®

Dimensi Variance Proportions

Model on Eigenvalue | Condition Index | (Constant) CAR1 CAR2 HEALTH FIRE

1 1 3.797 1.000 .01 .00 .00 .01 .00
2 .823 2.148 44 .01 .00 .01 .00
3 .309 3.503 .00 .09 .01 .24 .01
4 .045 9.142 42 46 .08 .56 46
5 .025 12.261 A3 44 .90 19 .53

a. Dependent Variable: PROFIT

Residuals Statistics®

Minimum | Maximum Mean Std. Deviation N
Predicted Value 1.86E10 1.32E12| 1.78E11 3.083E11 17
Residual -1.361E11| 2.606E11 .000 8.048E10 17
Std. Predicted Value -.516 3.720 .000 1.000 17
Std. Residual -1.465 2.804 .000 .866 17

a. Dependent Variable: PROFIT
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Histogram

Dependent Variable: PROFIT

Frequency
T 1

k3
1

Regression Standardized Residual

One-Sample Kolmogorov-Smirnov Test

Mean =2.12E-16
Std. Dev. =0.866
M=17

CAR1

CAR2

HEALTH

FIRE

PROFIT

N

Normal Parameters?®

IMost Extreme Differences

|Kolmogorov-Smirnov Z

Asymp. Sig. (2-tailed)

Mean

Std. Deviation
Absolute
Positive

Negative

17

-45230282714.01

179485756277.744

.365

212

-.365

1.106

.091

17

38669820533.69

68935999868.218

372

372

-.258

.532

218

17

-32130441586.31

94227637632.102

.385

310

-.385

1.087

113

17

67606934937.57

126191044706.561

.304

.304

-.298

1.255

.086

17

177669834757.27

318642962596.186

.330

.330

-.290

.760

149

a. Test distribution is Normal.
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Abstract:

Insurance industry in every country’s economy plays two roles: Risk coverage and
financial intermediary, where each of these roles has its own importance. An insurance
company, as a profit-seeking organization, gains its profit through playing these roles,
because the goal of every financial management system is maximizing the wealth of
shareholders.

The objective of this research is to study the factors affecting the profitability of an
insurance company. Therefore the influence of variables of loss ratio, return on
investment (ROI) ratio, debt ratio and costs ratio as independent variables on return of
equity (ROE) ratio as dependent variable for 17 insurance companies in between years
2007 and 2011 have been analyzed. The results show that the loss ratio, debt ratio and
costs ratio have negative relationship with profitability of the company and ROI has a
positive relationship with profitability.

Also in this research, the effect of portfolio held by the insurance company on its
profitability has been studied by discussing the net effect of four lines of insurance
which have high share in portfolios, on the profitability. These four lines are Third party
liability insurance, car insurance, Medical insurance and Fire insurance. The results
show that car and fire insurance classes have positive impact on profitability, while
Third party liability insurance causes the profitability to fall. Also there was no clear
relationship between the Medical insurance and profitability of the insurance company.

Key words: Insurance, Loss ratio, Portfolio of insurance company, Profitability
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