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ABSTRACT 
 

Research Purpose: The main aim of this research study is to determine the financial 

fundamental ratios that may influence on the financial performance of the KSE - 100 

index listed insurance and takaful companies. The research study determines the 

important selected financial variables that an investor / decision makers considers to be 

impact significantly on the insurer’s financial performance. 

  

Methodology / Design / Approach: The research study constitutes secondary data of 22 

insurance and 5 takaful listed companies to examine the impact of retention ratio, loss 

ratio, liquidity ratio, efficiency ratio, capital adequacy and current ratio on the financial 

performance (ROA and ROE) during the period 2010 to 2016. The data is collected from 

the annual financial statements of selected companies. 

 

Research Findings: The finding of the study concludes that insurance company’s 

decision makers should consider retention ratio, loss ratio and efficiency ratio as an 

important financial fundamental factor that impact the performance (ROA) in 

conventional insurance scenario. Further, study contributed that retention ratio, loss ratio, 

efficiency ratio, capital adequacy and liquidity ratio have statistically significant 

relationship to the ROA, while retention ratio, loss ratio and liquidity ratio have 

significant association to the ROE in the context of Islamic insurance companies. 

However, the research study found insignificant relationship between current ratio and 

financial performance for all models. 

 

Managerial Implications / Originality: The study assist investor’s and decision making 

authorities of domestic and international companies to have a better look of considering 

financial fundamental factors, thus predict the company’s performance. First 

comprehensive study has been conducted on financial factors determines the stock price 

of KSE - 100 listed insurance and takaful companies within the Pakistan. 

 

Keywords: Financial Performance, Insurance, Islamic Insurance, Takaful, Pakistan 
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1. INTRODUCTION 
 

1.1 Background of the Study 

 

The basic purpose of a company’s annual financial reports is to provide useful and 

necessary information to the interested parties involved in the decision making process. 

These published financial reports are considered to be the reliable and best source to 

forecast the future growth potential and performance assessment of the company. The 

companies put in order a set of files at the end of  each financial period from which 

investors, shareholders and strategic policy makers measure the short term and long term 

financial sustainable position of organization (Hoque & Parker, 2014). These financial 

statements often accompanied with financial ratio analysis to provide a snapshot of all 

company’s aspects in terms of performance, profitability, assets and liabilities 

management. From this valuable information, shareholders extract evaluation related to 

financing, operating effectiveness, investment policies and future potential of the 

company. Therefore, such financial reports are often audited by best auditing agencies 

and accountants to ensure the accuracy of each and every financing transaction. 
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