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The Effect of Using Financial Analysis on Evaluating the
Performance of Saudi Insurance Companies
- An Applied Study -
Abstract:

The aim of this study is to evaluate the performance of
insurance companies in the Kingdom of Saudi Arabia using
financial analysis, which is one of the most important
methods used that enable the management of insurance
companies to meet their future obligations, and given the
lack of studies in this field in the Kingdom, it is expected that
the current study will contribute significantly to Developing
the field of using financial analysis in evaluating the
performance of insurance companies. The study relied on the
theories of financial analysis and performance evaluation and
what was stated in previous studies related to the position of
Saudi insurance companies regarding profitability indicators,
reinsurance indicators and technical provisions, insurance
portfolio growth indicators, liquidity indicators, and solvency
indicators Financial and absorptive capacity. This is applied
to the data of Saudi insurance companies during the years
2019, 2020.

The study found that the performance evaluation
indicators in Saudi insurance companies were less than the
acceptable level in two indicators related to profitability,
namely the loss rate and the combined rate, and one of the
reinsurance indicators, which is the adequacy rate of the
provision for outstanding compensation, and it was within
the acceptable range in both liquidity indicators and
indicators Solvency and absorptive capacity.

The study recommended the necessity of increasing the
retention rate to reduce dependence on reinsurers and to
make a greater effort to increase growth rates by issuing a
law on Takaful insurance that takes into account its special
nature, which differs from commercial insurance, especially
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investment channels and the basis for dealing with surplus or
deficit of activity, and studying the causes of poor
profitability rates, especially the value Supplementary
compensation, which was the first reason for the decline in
the profitability of most insurance companies, as well as
setting a maximum limit for the formation of the claims
coverage reserve.

Key words: Financial analysis; Performance evaluation;
financial indicators; Saudi insurance companies.
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