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This article summarizes key financial
results for medical professional liability

(MPL) specialty writers from the second
quarter of 2022 and continues our 13th-
consecutive year of tracking and publish-
ing these results in MEDICAL LIABILITY MONITOR.
As in past years, this article compares his-
torical second-quarter financial results to
historical annual results in order to offer a
glimpse at where, perhaps, 2022 annual
financial results might be headed. 

Our analysis is based on the collec-
tive financial results of 175 MPL specialty
companies with a total direct written
premium of more than $6.5 billion in
2021. The data employed covers 20 years
and consists of aggregate statutory
financial information compiled from S&P
Global Market Intelligence.

2022 PREMIUM GROWTH SLOWS DURING Q2
In our analysis of 2022’s first quarter (see MLM, July 2022), we dis-
cussed the increase in premium associated with MPL writers boosting
rate levels in jurisdictions with poor underwriting results. This growth
slowed modestly during the second quarter as premium growth (i.e.,
the premium written in second-quarter 2022 compared with that
written in second-quarter 2021) decreased by 2%. However, the com-
posite’s direct written premium is still up 2.2% in aggregate, relative
to the second quarter of 2021 (Figure 1), due to the strong first quar-
ter in 2022. Despite the slowdown, the 2022 full-year premium still
has a shot at challenging the composite’s 2006 peak.

FLATTENING RESERVE DEVELOPMENT

Continuing a two-year trend, the composite reported cumulative

adverse development through the second quarter of approximately
$23 million (see Figure 2) on reserves related to prior years. This
reflects a slight improvement relative to the same point in 2021 and
is on-par with the 2020 development through the second quarter.
The relatively small amounts of second-quarter adverse development
in both 2020 and 2021 did not ultimately lead to adverse develop-
ment for the full years. While we anticipate 2022’s annual results will
also reflect some reserve redundancy, how much is uncertain, given
that, on average, two-thirds of annual reserve restatements typically
occur during the fourth quarter.

COMBINED RATIOS CONTINUE TURNAROUND IN Q2 2022
The composite’s combined ratio through the second quarter of 2022
was 109% (Figure 3, on page 7), a decrease of 5% from last year and
the lowest mark since 2016. The decrease is largely driven by a decline
in the loss and loss adjustment expense (LAE) ratio, with the expense

and policyholder dividend ratios show-
ing a minor decline compared to the
same period in 2021. This implies that
the impact of higher rate levels contin-
ues to have the desired effect.

Figure 3 also compares historical
second-quarter combined ratios rela-
tive to annual combined ratios. The
2022 annual combined ratio is project-
ed to be around 107%, which is an 8%
decrease from the recent peak in 2019.
While this represents the composite
moving in the right direction, the pro-
jected improvement is still somewhat
dependent on reserve redundancies, as
previously mentioned. The combined
ratios are likely still unsustainable over
the long-term given the declining
investment performance experienced $0
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MODEST SLOWDOWN IN PREMIUM GROWTH DISTINGUISHES 
SECOND-QUARTER FINANCIAL RESULTS FOR MPL SPECIALTY INSURERS
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by the industry during the last decade.

NET INCOME DECREASES

Net income for the second quarter of 2022
experienced a 44% decrease compared to
the second quarter of 2021 (see Figure 4), but
this is still a 63% increase from the second
quarter of 2020. These fluctuations can be
attributed to COVID-19 and the unprecedent-
ed market volatility and economic environ-
ment that followed. The decrease through
second-quarter 2022 was influenced by a
41% decline in year-over-year investment
gain, which indicates the MPL industry, like
many others, is having difficulty navigating
the current market. If investment perform-
ance continues to lag behind historical levels,
the industry may be forced to take additional
rate increases to stabilize operating ratios.

DIVIDEND LEVELS CONTINUE TO FALL

The composite’s policyholder and stockhold-
er dividends through the second quarter of
2022 were at their lowest levels since 2007,
with annual projections for both expected to
also be at their lowest levels in quite some
time (Figure 5). The decrease in dividend pay-
outs highlights the downstream impact of
the higher operating ratios. It also highlights
the company-specific nature of the compos-
ite — with certain companies still poised to
offer modest dividends. 

CONCLUSION

Top-line revenue for the composite contin-
ues to grow and may soon reach an all-time
high. Insurers continue to seek additional
rate increases to help counter the economic
uncertainty brought about by macroeco-
nomic and social inflationary pressures.
Continued emphasis will be placed on keep-
ing loss and LAE ratios stable as reserve
redundancies disappear, improving invest-
ment income performance and ultimately
ensuring that the industry remains in a
financial position to protect the healthcare
providers they insure. But external uncer-
tainties, like inflation, the financial markets
and the continued evolution of COVID-19
variants, will make meeting these chal-
lenges challenging.

Eric Wunder is a principal and consulting actu-
ary and Nicholas Blaubach an associate actu-
ary at Milliman Inc., an independent actuarial
and consulting firm.
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