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The direct and indirect effects of COVID-19 from public health and public policy standpoints will continue to influence top- and bottom-line results across a wide 
range of businesses, S&P Global Market Intelligence's newly released 2023 U.S. Accident & Health Insurance Market Report projects. 

 

Though the most dramatic fallout from the pandemic on claims payments may be in the past, the forthcoming rollback of lingering emergency public policy 
initiatives will have a significant impact on premium volumes within specific U.S. accident and health, or A&H, business lines. Medicaid rolls swelled as the Biden 
Administration renewed the COVID-19 public health emergency on multiple occasions, including as recently as Jan. 11, but they could begin to contract as 
soon as April under legislation that passed Congress at the end of 2022. Many of those Americans who will be disenrolled from Medicaid in the coming years 
may transition to private or employer-sponsored health plans, but the extent and timing of uptake remain uncertain.  

We project that overall U.S. A&H premiums earned will increase between 2021 and 2026 at a compound annual rate of 5.0%, approximately 1.6 percentage 
points below the pace of expansion during the previous five- and 10-year periods. The growth will be uneven across lines as the expected downward pressure 
on individual Medicaid business in 2023 and 2024 mitigates a variety of other factors that favor top-line expansion, including the migration of recipients into 
private plans. Outsized growth in Medicaid premiums helped push the overall premium growth rate to nearly 8.1% in 2021; the absence of redeterminations in 
2022, we estimate, likely helped support a slightly higher level of expansion in 2022.  

The ratio of incurred claims to premiums will remain above 83% through the course of our projections, not far removed from pre-pandemic historical averages 
but well above the 2020 low of 80.3%.  

Our projections reflect the format of the Accident & Health Experience Exhibits of annual statutory statements for U.S. property and casualty, life and managed 
care companies, subject to the considerations discussed in the "Methodology" section below. The report includes historical results for 2012 through 2021 and 
estimates of full-year 2022 results based on data for the first three quarters of the year. The exhibits must be filed annually in most jurisdictions by April 1. 

A high-level summary of our projections by major market segment follows.  

 

 

Government programs 
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We project that the rate of growth in A&H business linked to government programs, including Medicaid, Medicare, 
Federal Employee Health Benefits and the Children's Health Insurance Program, or CHIP, will lag the overall industry 
for the first time in more than a decade in 2023 as a result of the effects of Medicaid redeterminations. Our 
projection for government programs earned premiums growth of only 2.6% in 2023 compares to an outlook for 4.5% 
expansion across all A&H lines.  

The impact of the continued aging of the American population on various Medicare-related lines and the expected 
shift of some displaced Medicaid business into the CHIP line will help offset our projection for a decline of nearly 7% 
in the individual Medicaid line in 2023. 

Individual Medicaid premiums increased by double-digit percentages seven times in a 10-year span ended in 2021, 
reflecting the impact of Medicaid expansion under the Affordable Care Act and, most recently, the pandemic. 
Medicaid rolls swelled from 2020 through 2022 as the Families First Coronavirus Response Act effectively prevented 
states from redetermining enrollees' eligibility for coverage until the expiration of the public health emergency. 
However, the Consolidated Appropriations Act of 2023 allows states on April 1 to begin terminating Medicaid 
enrollment for those individuals who are deemed ineligible. States will have 12 months to initiate and 14 months to 
complete the unwinding process, according to the Centers for Medicare and Medicaid Services. 

A December 2022 report by the Urban Institute estimated that between 18 million and 19 million Americans would 
lose Medicaid coverage in the 14 months following a prospective public health emergency expiration in April or July 
of 2023. Those estimates were based on the same 14-month unwinding period that will occur in response to the 
recent legislation. 

The report projected that total Medicaid and CHIP enrollment would hit 85.6 million among the non-elderly by April, 
then tumble to 70.8 million by June 2024. The projected decline is net of an estimated 3.2 million children that the 
Urban Institute anticipates will transition to separate CHIP programs.  

It is important that not all of the displaced business will be associated with the insurers in our coverage universe that 
have contracted with individual states to managed Medicaid plans. Additionally, our historical results and projections 
exclude entities that file financial statements exclusively with the California Department of Managed Health Care. 
There were 49.09 million covered lives in the individual Medicaid line among the insurers within the scope of our 
report and, according to Department of Managed Health Care filings, 11.33 million Medi-Cal enrollees outside of the 
scope. 

From a timing standpoint, leading Medicaid managed care company Centene Corp. projected a total revenue 
reduction of $8 billion related to redeterminations with $4.5 billion of that amount to hit its books during 2023. That 
outlook assumed that the unwinding process would begin Feb. 1, however, as opposed to April 1. The company's 
updated guidance calls for some of that $4.5 billion to push into 2024. Other large Medicaid managed care organizations include Elevance Health Inc., 
UnitedHealth Group Inc. and Molina Healthcare Inc. 

Our projections, which we premised upon the Urban Institute estimates and Centene's latest guidance, assign 50% of the impact to each of 2023 and 2024. 
This approach applies not only to downward pressure on Medicaid enrollment and premiums but also on individual and group major medical business, both of 
which stand to benefit from the forthcoming redeterminations. We assume that approximately 63% of the covered lives added during the pandemic will be 
dropped from the individual Medicaid line.  
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Major medical  

Medicaid's loss will be a gain for the individual and group comprehensive major medical lines. 

The Urban Institute report projects that approximately 63.9% of the approximately 14.8 million Medicaid members to be displaced by redeterminations will pick 
up employer-sponsored health coverage with another 6.9% moving to individual plans. Another 25.8% will be left uninsured, the report projects. 

Our outlook for the individual and group comprehensive major medical lines assumes half of the resulting expansion will hit in each of 2023 and 2024, indexed 
for business that we expect could move to California entities outside of our coverage universe. This will lift the rate of growth in premiums earned for the 
combination of the comprehensive major medical lines to 9.3% in 2023, we project, from an estimated 1.7% in 2022. The fastest annual growth rate in those 
lines during the previous 10-year period was 6.6% in 2021. After another year of outsized growth in 2024 at 7.9%, we project a return to low single-digit rates 
of expansion in 2025 and 2026. 

The largest writers in these lines are UnitedHealth, Aetna Life Insurance Co. parent CVS Health Corp., the group led by Health Care Service Corp. a Mutual 
Legal Reserve Co. and Elevance Health. 

Our outlook for the incurred claims ratio assumes regression to the longer-term mean after several years of pandemic-induced volatility. The ratio fell to 79.8% 
in 2020 from 82.7% in 2019 as routine care and elective procedures were pushed back. It then spiked to nearly 87.6% in 2021. 

Group protection 

The incurred loss ratio in the non-medical group protection lines also spiked in 2021 due to the impact of COVID-19. 

We define the group protection business to constitute the combination of the group limited benefit, vision, specified named disease, accident only or accidental 
death and dismemberment, short- and long-term disability, long-term care and dental lines. We also incorporate group life projections issued in July 2022 in 
the U.S. Life Insurance and Annuity Market Report. The largest writers in these businesses based on 2021 premiums were MetLife Inc., Prudential Financial 
Inc., the group led by New York Life Insurance Co., Unum Group and The Hartford Financial Services Group Inc. 

Not only did the dental and vision lines see significant increases in utilization rates from depressed levels in 2020, death benefits in the group life business 
surged as the delta variant of the virus led to a higher proportion of COVID-19 deaths occurring among individuals below retirement age and more likely to be 
covered by employer-sponsored life insurance. Deaths due to the virus were very heavily concentrated among those 65 and older both before and since. 

The combined claims and benefit ratio of 68.7% in 2021 marked an increase from 63.7% in 2020. We estimate that it declined to 64.0% in 2022, and our 
projections assume a continuation of a return toward the historical mean in 2023.  

Premium growth also surged in 2021 by nearly 8.0% after slipping by 0.3% in 2020. The increase in 2021 reflected the combination of higher rates of 
employment and an easy comparison owing to the negative effects of COVID-19 premium relief particularly in the dental business in 2020. We expect 
premiums in the group protection lines to rise annually by between 3.3% and 4.0% from 2023 through 2026. This outlook does not anticipate a severe 
recession during that period nor a material rise in long-term disability claims from unresolved medical conditions attributable to previous COVID-19 infections. 

Methodology 
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The results and outlook presented in this report focus on key measures of growth and profitability for accident, major medical, government-associated health 
and supplementary health insurance written by U.S.-domiciled property and casualty, life and managed care insurers that file annual statements with the 
National Association of Insurance Commissioners. 

Data points referenced in the report generally reflect a sum-of-the-parts analysis of disclosures for 39 distinct business lines as well as rollups for the individual 
and group lines, largely reflecting the way they are reported on the Accident and Health Experience Exhibits of annual statements. The sum-of-the-parts 
approach includes distinct modeling of outlooks at the sector level for each business line based on a range of inputs. Our outlook also considers the IHS Markit 
forecast for key macroeconomic measures, including gross domestic product growth, unemployment rates and the consumer price index. 

Material revisions made to the A&H Experience Exhibit presentation for 2021 by the NAIC resulted in more granular financial reporting by business line and 
geography. The historical results and outlook in this report rely on direct premiums earned and direct incurred claims as the key measures of growth and 
underwriting profitability for individual business lines, consistent with the presentation employed in annual statements in 2020 and prior. Additionally, the new 
format included the breakout of individual and group vision business from the limited benefit lines. 

Due to a host of reporting inconsistencies for select business lines that coincided with the release of the new format, we adjusted historical results to account 
for certain omitted or misfiled 2021 data by individual entities. These adjustments included the combination of the use of data contained in other schedules of 
the 2021 filings as well as S&P Global Market Intelligence estimates based on prior years' results. We implemented these adjustments to develop more 
reasonable projections under the assumption that any data integrity issues and other information technology challenges associated with the new reporting 
forms will be addressed in future years. 

In addition to these proprietary adjustments, we also excluded historical results for state funds, residual market companies and several entities that have 
traditionally generated essentially all of their A&H business from outside the United States. As previously mentioned, health insurers that exclusively file 
financial statements with the California Department of Managed Health Care are also excluded. 

Please select the "Methodology" tab of the full report for a complete discussion of the scope and limitations of our outlook. 

IHS Markit is now part of S&P Global. 
 

This article was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global.
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