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Combined Ratio (P&C)
Definition & Measurement Details

P&C Insurance Combined Ratio is the sum of Loss Ratio (claims paid out divided by premium earned) and Underwriting Expense Ratio (cost of sales, 
underwriting and customer service divided by premium earned). This ratio is a basic measure of an insurance company’s overall profitability.

Combined Ratio is a common, vital indicator of a property and casualty 
(P&C) insurance company’s profitability. The factors impacting Combined 
Ratio are simple - premium earned, losses paid out and operating 
expenses. As one would expect, losses paid out and operating expenses 
should be kept to a minimum, while earned premium should be 
maximized. There are countless factors that can impact Combined Ratio: 
claims leakage, a spike in catastrophe losses, outdated or ineffective 
underwriting rules, lack of discipline within the company’s sales force, 
lack of strategic direction, subpar customer service and retention, and 
waste within support and administrative functions of the business (e.g., 
finance, HR, IT, etc.) can move the needle significantly in terms of Loss 
Ratio and Underwriting Expense Ratio (and consequently, Combined 
Ratio).

Underwriting Expense Ratio (P&C), Loss Ratio (P&C) ((Total P&C Claims Losses + Total P&C Operating Expense) / P&C 
Premium Earned) * 100

Two aggregate values are used to calculate this KPI: (1) the insurance 
company’s P&C Loss Ratio, and (2), the company’s P&C Underwriting 
Expense Ratio. Loss Ratio is calculated by dividing the sum of total claims 
paid out and loss adjustment expense (loss + LAE expense) by total 
premium earned over the same period of time. Underwriting Expense 
Ratio is calculated by dividing total operating expense (not including loss 
and LAE expense) by premium earned over the same period of time. 
Combined Ratio is simply the sum of these two values (Loss Ratio + 
Underwriting Expense Ratio).

What is Combined Ratio (P&C)?

Formula

Why should this KPI be measured? How is this KPI calculated?

Related KPIs

ABRIDGED CONTENT

Purchase to View Full Definition & Measurement Details!
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Combined Ratio (P&C)
Benchmarks & Characteristics of High Performers

Combined Ratio (P&C)
((Total P&C Claims Losses + Total P&C Operating Expense) / P&C Premium Earned) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.

Avg (XX)

Low PerformersHigh Performers
XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX
XXXX

Sample Size: XX

KPI Type: XX

Unit: XX

Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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