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ABSTRACT
Identification of internal factors affecting to Profitability in

Insurance Industry in Sri Lanka

UWU/ENM/09/0013
E.K.I Dilrukshi and Mrs. Y.M.C Gunaratne

.Insurance services are now being integrated into wider financial industry and the
insurance sector plays an important role in service based economy of Sri Lanka.
Profitability is one of the most important objectives of financial management because
one goal of financial management is to maximize the owner' s wealth and profitability
is very important determinants of performance. This paper investigated the
determinants of profitability in composite insurance companies of Sri Lanka.

Specifically this examine the effects of firm specific factors are company age, size of
company, volume of capital, leverage ratio and liquidity ratio and underwriting risk
on profitability peroxicié by ROA. A key .indicator of insurance coml;anies
»proﬁtability is return on assets (ROA), defined as the before fax profit divide by total
assets (TA). Pro'ﬁtability is dependent vdriable while firm specific factors consider as
indgpendent variable. The sample in this study includes 12 composite insurance
company as ageing life and non-life insurance companies which cover the period of
2007- 2011. Secondary data obtained from the financial stater;ents of insurance
companies. Result show that Company age, size, volumes of capital, underwriting risk
héve positive Vrelationship and leverage has negative relationship. I;iquidity is not

significant.
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