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an income of N1,334.2 million in 1991 representing 73.2 per cent of the total revenue
of the industry in the review period (see Table 5). Life insurance on the other nd
accounted for the remaining 26.8 per cent of the overall revenue. With regards to
expenditures, the non-life companies accounted for N957.8 miillion or 71.6 per cent of
the total expenditure of the industry in 1991.

Performance

The relative performance of the industry in 1991 showed that the incom o
expenditure ratio for the industry fell to 1.36 from 1.58 in 1990. This implied that
expenditure grew faster than income in the review year. Analysis of performance by
ownetship structure showed that while the revenue realised per unit of naira spent by the
indigenous group of companies dropped from 1.53 in 1990 to 1.34 in 1991 the joint
venture insurance companies also wilnessed a decrease in the corresponding ratio from
1.65in1990tc 1.40in 1991. This showed that the spale of cost increases affected both
the indigenous and jointly owned coinpanies.

The ralative performance of the two classes of insurance activities (i.e. life and non-
life) showed that theincome toexpenditure ratio of wholly life insurance companies stood
at 1.28 while that of the non-life business was 1.39 in 1991 as against their respective
positions of 1.81 and 1.51 in 1990. This implied poor performance in both classes of
insurance btisiness in 1991 as comnpared with 1990.

PART 1l

LIFE INSURANCE BUSINESS
Life insurance business which constitutes a major factor in the developiment and
application of insurance funds recorded a marginal growth in 1991. One of the main
faclors responisible for the stunted growth in this class of business is the insuflicient
awareness of benefits and role of life assurance by Nigertans.
Income And Expenditure

Although the number of insurance companies engaged in wholly life policy remained
at three (3) since 1988, with one Nigerian and two joint venture firns, the incomne and
expenditure of the insurance sub-sector have experienced steady growth overtime.
Nggregate revenue of life insirance conpanies rose by 17.8 per cent to Nd87.8 million
fromthe levelin 1990. The joint venture companies which had always contributed about
60 per cent of the total revenue in the previous years had their share reduced to about
5B.8 per cent in 1991 as a result of increased revenue accruing to the only Nigerian firin.
A similar trend was displayed by the two groups in their expenditure patter  While the
expenses of indigenous insurance companies in 1991 stood at N174.4 million, its jointly
owned counterparts incurred N204.6 million expenses, This contrasted sharply with the
he 1990 positions when the patlern of expenciture stood at N123.4 and N106.0 miillion
for indigenous and jointly owned companies respectively. Thus, the expenses incurred
by jointly owned companies surpassed those of the indigenous counterpart by N30.2
million partly due to the disproportionale increase in management expenses which
accounted for 49 8 per cent of total expenditure (see Table 6).

Sources And Application Of Funds
In this report four (4) sources of income are considered. These include premium
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N6,628.4 million in 1991. Four, out of the five components were responsible for the
increase in 1991 as a substantial decline in assets held in government securities was
recorded. Government securities which accounted for 29.2 per cent of aggregate assets
held by all the insurance companies in 1990 fell to 8.5 per cent in 1991. This was partly
due to the ongoing changes in the investment climate in the country which encouraged
the insurance companies to be selective and flexible in investing their funds to eamn
expected maximum yield even at the risk of violating existing statutory provisions.

While companies in the life business sub-sector achieved an increase (44.7 per cent)
in assets held in govemment securities, the non-life insurance companies recorded a
dismal 89.6 per cent shortfall compared with 1990 figures. The non-life insurance
companies were therefore responsible for the decline in assets held in government
securities in 1991,

A disaggregation by type of policy revealed that although assets held by life
insurance companies increased by 67.5 per cent in 1991 over the 1990 level, assets lell
only in stocks, shares and bonds, The value of total assets held by the life insurance
companies stood at N2,985.3 million in 1991 as against N1,782.3 miillion in 1990. The
total assets of the non-life insurance companies in 1991 valied N3,643.1 million,
registered a decline of 20.0 per cent over the 1990 figures.

Distribution of Assets and Investiments

While most life insurers prefer to invest in long-term securities to match their
portlolio spread being long term in nature, non-fife insurers prefer to invest the
premiums collected as well as other inconies on assets of short term maturities taking
cognizance of having to recall all or part of these [unds to settle claims.

The existing statutory provision in the Insurance Act of 1976 which is still relevant
to this report mandates insurance companies to invest 25 per cent of their assets in
government and semi-government securities, 10 per cent of the non-life insurance
assels in real property while 25 Ler cent hmit is also imposed on lite insurers to be heid
in real property.

The statutory requirement in 1991 made it mandatory for life insurers to commit as
nuch as 25 per cent of their investments into morigages and loans. Data indicated that
this group of insurance companies {life insurers) committed up to 29.7 per cent of their
assets into these types of investment outlets thus {ulfilling the legal requirement. In 1990
this requirement was not complied with, as 16.3 per cent of assets was invested (see
Table 12.).

In addition, the insurance decree requires the coinpanies to put at least 25 per cent
of their assets in governiment securities, but only 13.4 per cent of such investments were
made in 1991 while in 1990 they ako fell short of the statutory requirement by 9.5 per
cent.

With respect to non-life insurers, it is stipulated in the 1976 insurance decree that
at least 10 per cent of their assets be invested in mortgages and loans. Hence, as at the
end of 1991 only 8.7 per cent was invested, an improvement over the 4.9 per cent
achieved in 1990.

Generally, the two classes of insurance companies preferred investing their assets
in miscellanecus activities.









1989
BUSTNESS TYPE AND

OWNERSHIP PATTERN NO.OF COMPANIES
1. LIFE 3
a) NIGERIAN 1
b) JOINT 2
1. NON-LIFE 65
a)} NIGERIAN 55
b) JOINT 10
HIL. LIFE & NON -LIFE (Mixed) 30
a) NIGERIAN n
b) JOINT 7
IV ALL COMPANIES 98
a) NIGERIA 79

b} JOINT 19

*s SHARE OF TOTAL

100.0

333

66.7

100.0

84.6

100.0

76.7

233

100.0

80.6

19.4

TABLE 2
STRUCTURE OF INSURANCE INDUSTRY
BY TYPE OF BUSINESS & OWNERSHIP

1990

NO.OF COMPANIES

3

2

70

60

30

23

103

84

%+ SHARE, OF TOTAL
100.0

333

66.7

100.0

B83.7

14,3

100.0

76.7

NO.OF COMPANIES

3

1

37

28

107

87

20

*s SHARE OF TOTAL

100.0

333

66.7

100.0

86.6

100.0

75.7

243

100.0

187
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INCONE AND EXPENDITURE OF ALL INSURANCE COMPANIES IN NIGERIA

TABLE 4

SUMMARY BY TYPE OF OWNERSHIP (N' 000)

INCOME EXPENDITURE
TYPE OF OWNERSHIP 1989 1990 1991 1989 1990 1991
WHOLLY NIGERIAN 645,071 866,327 1,043,367 508,982 562,960 780,057
JOINT 491,387 596,185 778,706 270,925 361,346 356,743
TOTAL 1,136,438 1,462,512 1,822,073 779,907 924306 1,336,800
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PERCENTAGE DISTRIBUTION OF ASSETS

TABLE 12

(N'000)
Life Non-Life All Companies
vpes of Assets 1989 1950 1991 1989 1990 1991 1989 1990 1991
ove nt Secunues | 17.5 155 13.4 424 346 4.5 347 19.2 8.5
tacks, Shares & Bonds | 14.8 19.0 9.4 4.7 4.5 1.9 78 79 8.6
longages & Loans 203 16.3 29.7 4.9 4.9 8.7 9.7 8! 18.2
ash & Bills Receivable] 6.9 99 7.6 12.9 114 2.2 11.1 il.o 15.6
Mool rous 405 393 39.9 351 45.6 6.7 36.7 538 49.1
OTAL 100.0 100.0 100.0 160.0 114.0 i0G.0 100.0 100.0 100.0

AHL SA NS WL LYLS

ol











