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Abstract 

The financial performance of the life insurance sector has either remained stagnant or has 

declined over time as a result of poor management of their liabilities and assets. The purpose 

of this research is to improve the financial performance of the Nigerian life insurance industry 

via efficient asset–liability management. To attain the objectives of study, this study 

concentrated on ten life insurance companies that have been in operation from 2009 to 2020. 

The panel data regression model was used to test the study's hypotheses. According to the 

findings of this study, the poor financial performance of the life insurance industry can be 

attributed to poor asset and liability management. This study recommended that management 

of Insurance Firms hire professional accountants for appropriate asset and liability 

management; premium received (assets) by Life Insurance companies be invested into more 

productive investments which can assure maximum profit; assets that are less performing or 

outdated should be turned into cash and invested adequately and liabilities (particularly claims 

payable) should be prioritized in terms of management. 

 

Keywords: Financial Performance, Life Insurance, Industry, Asset and Liability Management 

 

 

 

 

 

 

 

 

mailto:peaceadeolabanjo@gmail.com


Nigeria Journal of Risk and Insurance  Vol. 12 No. 1 (2022) 

58 
 

 

1. INTRODUCTION 

Internationally, the spotlight has been shone on implementing effective framework that can 

assist in improving the financial performance of the Life Insurance Industry, since the financial 

performance of this sector (Life Insurance firms) has either remained static or has been 

discouraging (Owusu & Alhassan, 2020). As of 2022, the net premium captured by insurance 

firms in Nigeria is nearly 1.9 billion US dollars (Ukpong & Folarin, 2022), in comparison to 

3.8 billion US dollars accumulated in South Africa. The Life Insurance Industry in the United 

Kingdom accounting for nearly 20% of the country's total GDP. In South Africa, the Life 

Insurance Industry accounts for 17% of total GDP, while in Kenya, the Life Insurance Industry 

accounts for 3.4 percent of total GDP (Trenca, Zapodeanu, & Cociuba, 2022). Despite the fact 

that the number of Life Insurance companies has increased from one in 1918 (Royal Exchange 

Assurance Organization) to 56 today (National Life Insurance Commission ("NAICOM's") 

(Sayeed & Ziaul Hoque, 2020), the Nigerian Insurance Sector appears to contribute only 0.7 

percent of Nigeria's overall GDP. It is correct to say that the performance of the Nigerian Life 

Insurance Industry is inadequate (Adebayo, 2021). 

Most of the time, researchers focus on how to improve the profitability of Life Insurance 

companies by increasing the number of people who use their services. But they don't know that 

even if the number of people who use their services soars, if the assets and liabilities of the 

organizations are mismanaged, the performance of the Life Insurance Industry will stay the 

same. Asset Liability Management (ALM) is seen as a continuous management process that 

illustrates, integrates, and monitors financial plans so that a firm can efficiently handle its assets 

and liabilities (Oyeyemi, 2017). 

The Life Insurance Industry helps people reach their financial goals with a certain level of risk 

and constraints if they use the right assets and liabilities management approach. Asset and 

liability management is very important to the financial strategy of a Life Insurance company 

because of the ever-increasing complexity of Life Insurance activities and regulations, as well 

as the use of more complex models. The objective of assets and liability management is to 

make sure that assets and liabilities work together so that a given financial purpose can be met 

with a certain level of risk and under a specific set of constraints, says James (2017). Thus, the 

assets and liability management department in a Life Insurance department is in charge of 

producing studies that give advice on marketing strategy and asset allocation. 
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According to Hammed (2019), there are two main goals for managing assets and liabilities. 

One of the goals is to protect the company from liquidity and interest rate risks, which means 

that the Life Insurance company ’s capability to fulfill its obligations has been increased. The 

second goal is to make the company more profitable.  

As a result, asset and liability management can be regarded as a management tool for maximizing 

investment returns while mitigating risk. According to Ademola (2020), a Life Insurance 

firm must have appropriate knowledge and information of what constitutes its asset and liability 

risks in order to make sure financial strength and the ability to grant its contract obligations to its 

clients. To accomplish this, the assets and liability management department in a Life Insurance 

Industry must maintain effective asset and liability management in order to realize its financial 

goal with an appropriate threshold of risk under appropriate circumstances, generate sufficient 

information that can help to reach actionable asset allocation recommendations, and determine the 

capital requirement for market risks in the relevant assets and liability managerial functions 

(Badmus, 2016). 

According to Gorden (2019), asset and liability management involves the practice of managing a 

business to guarantee that decisions regarding assets and liabilities are organized in order to have 

effective operation of the organization's finances and enhance its financial performance. As a 

result, asset and liability management includes a method of measuring and managing risks in order 

to achieve higher returns and profitability (Trenca & Cociuba, 2020). A thorough idea of asset and 

liability management would offer an organization with a clear picture of the risk/return trade-off 

it is pursuing (Orreborn, 2019). 

The profitability of an insurance corporation is not only critical for the firm's operations, but it 

also makes a major contribution to the economy's growth. This indicates that if insurers can handle 

their assets and liabilities effeciently, they may be able to improve overall profitability (Ahmeed, 

2018). Profitability in life insurance can be hindered by both internal and external factors. Internal 

factors include the company's ALM culture, whereas external factors represent the economic and 

legal environment that affects the operation of Life Insurance companies. GDP, inflation, and 

interest rates are common macroeconomic variables that impact profitability (Nurudeen, 2017). 

Asset and liability management encompasses a broad range of subjects. It is associated with 

interest rate risk management in the life insurance sector, with associated risks like interest rate 

risk, liquidity risk, credit risk, market risk, and currency risk, among others. This is primarily 

due to the fact that such risks are linked to the Life Insurance company's assets and liabilities 
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(Timothy, 2015). Asset and liability management not only helps to protect against risk; it also 

offers protection for the organization, offering the opportunity that increase net worth. As the 

demand for finance in the Life Insurance sector has increased, insurers have reevaluated the 

characteristics of their assets and liabilities. Intense competition, combined with rising interest 

rate volatility, has prompted insurers to strike a balance between asset and liability spreads, 

profitability, and long-term viability (Ola & Adex, 2018). A mismatch between asset and 

liability may have an impact on the market value of the Life Insurance company's share as well 

as its overall profitability (Raheem, 2019). 

Poor asset and liability management in the life insurance industry will not only lead to poor 

financial performance, but it may also lead to an inability to pay claims when they are due, 

resulting in the rapid deterioration of the Insurance firms. The top management team of a Life 

Insurance company's failure to pay appropriate attention to assets and liabilities can be utilised, 

resulting in fraudulent activity and the loss of assets and viable investments. 

Numerous Life Insurance firms do not see the need to establish a department entirely 

responsible for asset and liability management, because in order to effectively manage assets 

and liabilities, Life Insurance providers should establish a department dedicated to asset and 

liability management. The department is accountable for selecting the most suitable and 

profitable investment to channel the Life Insurance firm's assets (premium received) to, as well 

as ensuring that liabilities (such as claims) do not outweigh the assets at any point. 

Due to the high cost of hiring experts to assist in managing the assets and liabilities of a life 

insurance company, they tend to hire one of their employees to oversee asset and liability 

management. However, most of the time, such employees lack the necessary expertise to 

successfully handle the assets and liabilities of a life insurance firm, and as a result, the financial 

performance of the life insurance firm suffers. 

The primary objective of this study is to ascertain the effect of assets and liabilities on the 

profitability of Life Insurance companies in Nigeria. The specific objectives are to: 

1. Determine the effect of asset management on the profitability of Life Insurance 

companies. 

2. Examine the effect of liability management on the profitability of Life Insurance 

companies. 
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2. REVIEW OF LITERATURE 

Financial Performance 

Profitability ican ibe iseen ias ithe iability iof ia icompany ito igenerate irevenue iin ian iefficient iway 

iusing iits iassets i(Shrestha, 2015). iRodriguez i(2018) iargue ithat iincreased iprofitability, 

iincreased imarket ishare, iincreased iindustry icompetitiveness, iand iincreased icustomer iloyalty 

iand iloyalty iall iimprove ibusiness iperformance. iDue ito ithe iintangible inature iof ithe iresults 

iand ithe ilack iof itransparency iin iresource iallocation idecisions, iit iis ioften idifficult ito iidentify 

ithe iunderlying ifactors iof ia ifinancial icompany's ifinancial iperformance. iResearchers isuch ias 

iTrenca iand iCociuba i(2020) iargue ithat iprofitability iis ithe ilifeline iof ia i"profit-oriented" 

iorganization iand ican ibe iused ias ia itool ito imeasure ithe isuccess iof ian iorganization's 

iachievement iof igoals.Hammed i(2019) iargues ithat iLife iInsurance ihas iits iown iaccounting 

isystem, iwhich imakes iit idifficult ito imeasure ithe iprofitability iof iLife iInsurance icompared ito 

iother ifinancial iinstitutions. iThe iinsurer imay inot iknow ihow imuch iprofit ior iloss ithe iinsurer 

ihas imade iduring ia iparticular iyear, ias ionly i40% iof ithe iclaims iincurred ihave ibeen ipaid iby 

ithe iend iof ithe iyear. iThis imeans ithat i60% iof ithe ilosses iincurred iwere icarried iover ito ithe 

inext iunderwriting iyear. iAccording ito iBadmus i(2016), ithe idifficulty iof imeasuring ian 

iinsurer's iprofitability ilies iin ifactors isuch ias iactual imortality, ireturn ion iinvestment, ithe isize 

iof idividends ior ishareholder ibonuses, iand itaxation. iThese irely ion ireasonable ipremiums ito 

icover idamage icosts, iadministrative icosts, iand ireasonable iprofits. iSuch ifair ilevels iof 

ipremiums ican ionly ibe iachieved iwith ia ihigh ilevel iof iaccuracy iin ithe iinsurer's iforecasts i(Ola 

& Adex, 2018). iProfitability ican ibe imeasured iin iterms iof ireturn ion iinvestment i(ROIC), 

ireturn ion iequity i(ROE), iand ireturn ion itotal iassets i(ROA) i(Sayeed & Ziaul Hoque, 2020). 

iWasike i(2021) ifound ithat iwhen idetermining ithe iprofitability iof ia iPolish inon-Life iInsurance 

icompany, ithe iprofitability iof itechnical iactivities, ithe iprofitability iof iassets, ithe iprofitability 

iof istocks, ithe iprofitability iof isales, iand ithe iprofitability iof iparticipating icapital. i 

The iconcept iofassetliability imanagement i(ALM)  

The ichallenges ifaced iby iinsurers iaround ithe iworld iin itheir ibusiness iare iconstantly 

iincreasing. iThis iis ia iresult iof ithe iemergence iof irisk-based iregulations ithat iincrease ithe 

icomplexity iof iLife iInsurance iproducts iand iincrease ithe irequirements ifor icomputational 

iaccuracy iand iconsistency iacross ithe ienterprise. iCoupled iwith irising ilevels iof irisk ias 

iinsurers iface ipersistently ilow ireturns i(Rosen i& iZenios, i2008; iKannan, i2009). iThis ihas iled 

iinsurers ito iseek ibetter ireturns ifrom ia ibroader iand imore idiversified iasset iclass i(Timothy, 



Nigeria Journal of Risk and Insurance  Vol. 12 No. 1 (2022) 

62 
 

2015). iSince ieach iof ithe iproposed imodels ifits iinto ian iasset-centric ior iliability-centric iALM 

iapproach, ithe ivarious iALM iapproaches icontribute ifairly ito ithe ichallenges ifacing iinsurers 

i(Ademola, 2020). iIt ihas ialso ibeen ishown ithat ithis idifference ican ilead ito iinconsistencies 

iacross ithe iorganization, ileading ito iregulatory iscrutiny, ias iwell ias iinaccuracies ion ieither 

iside iof ithe ibalance isheet. i 

James i(2017) idefines iassets ias iresources ithat iare iexpected ito igenerate ifuture iprofits. iThis 

imeans ithe iright ito ireceive imoney. iLiabilities, ion ithe iother ihand, iare idebts ior idebts ithat 

iarise iin ithe iprocess iof ioperating ia ibusiness iand irepresent ipayment iobligations. iIn ithis 

iregard, iALM ishould ibe iconsidered ias ia ibroad iterm ifor ia imodel iused ito ipredict ithe ilong-

term iperformance iof ia icompany, isum iup iits iportfolio iof iassets iand iliabilities, iand icalculate 

iexpected icash iinflows iand ioutflows. iALM ican ibe irun iat ibanks, iLife iInsurance icompanies, 

ior iother ifinancial iinstitutions isuch ias igovernment ipension ifunds iand icompanies iwith ilarge 

iand idiverse iassets iand iliabilities. iAccording ito iWasike i(2021), iALM irefers ito ithe 

imanagement iof iasset iallocation irelated ito ia icompany's iliabilities. iThis imeans imanaging ithe 

irisks ithat iresult ifrom ia imismatch ibetween ia icompany's iassets iand iits iliabilities. iThe 

iSociety iof iActuaries idevelops, iimplements, imonitors, iand imonitors iALM's iasset iand 

iliability-related istrategies ito iachieve ian iorganization's ifinancial igoals, itaking iinto iaccount 

ithe iorganization's irisk itolerance iand iother iconstraints. iAnd iis idefined ias ian iongoing 

iprocess iof irevision. iALM's ihistory irelies ion ifluctuations iin iinterest irates iin ideveloped 

icountries iand ican ilead ito ilosses iin ifinancial iservices i(Ahmeed, 2018). iPrior ito ithe i1970s, 

iinterest irate ifluctuations iin ideveloped icountries iwere ismall iand ilosses idue ito iasset-liability 

imismatches iwere ismall. iLiability ifrom ideposits, iLife iInsurance, ior iannuities iis iinvested iin 

iassets isuch ias iloans, ibonds, ior ireal iestate. iAll iassets iand iliabilities iare iheld iat ibook ivalue, 

isuccessfully idisguising ithe ifinancial irisks iarising ifrom ithe idisclosure iof iassets iand 

iliabilities i(Sayeed & Ziaul Hoque, 2020). iThe i1970s ihad ia iperiod iof ivolatile iinterest irates 

ithat ilasted iuntil ithe iearly i1980s. iVolatility ihas ihad ia ivolatile iimpact ion ifinancial 

iinstitutions. iU.S. iregulations isought ito ilimit ithe iinterest irates ibanks icould ipay ito 

idepositors, ibut ithis ionly iresulted iin ithe imigration iof ithe iU.S. ideposit imarket iabroad 

i(Ukpong & Folarin, 2022). 

Since iaccrual iaccounting iis iused iby imost icompanies, ithe iassociated irisks iseemed iless 

iobvious. iThese icompanies igradually ibegan ito ilose imoney iover ithe inext ifive ito iten iyears. 

iOne isuch icompany iis ithe iEquitable iLife iInsurance icompany i(Adebayo, 2021). iThe ilessons 

ilearned iduring ithis itime ihave iled ito ithe idevelopment iof ia imore irobust iALM. iLife 
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iInsurance icompany imanagers ihave ia ibalance ito imaintain ia icombination iof ideposits 

ithrough iinvestments iin ipremiums, iliabilities iand iothers ito iensure iconsistency iwith icore 

iLife iInsurance ifunctions iand iensure ilong-term igrowth iand irisk imanagement. i 

This ihas iled ito ithe idevelopment iof inew ifinancial imethods isuch ias igap ianalysis, iperiod 

ianalysis iand iscenario ianalysis iin iboth ibanks iand iinsurers i(Nurudeen, 2017). iHowever, ithe 

iALM ipractice iis ievolving. iBanks iare iincreasingly iusing imarket ivalue iaccounting iin itheir 

ibusiness iareas iin itheir iday-to-day itransactions. iALM iis iused ito imanage iassets iand 

iliabilities ithat ineed ito ibe iaccounted ifor ion ian iaccrual ibasis i(Adebayo, 2021), iwhich 

iincludes iall itraditional iLife iInsurance iactivities, ibank ilending iand iunderwriting. iincluded. 

iThe igrowth iof ithe iderivatives imarket ihas ienabled ivarious ihedging istrategies isuch ias 

isecuritization, iallowing icompanies ito iaddress ithe irisks iof iwealth iand iresponsibility 

i(Shrestha, 2015). iThe irange iof iALM ihas ialso ibeen iexpanded. iThe iALM isector iis ibeginning 

ito icover ia ivariety iof irisks, iincluding iforeign iexchange irisk. iNon-financial icompanies iare 

inot iexcluded. iMany icompanies iemploy iseveral iALM imethods ito imanage iinterest irate irisk, 

iliquidity irisk, iand iforeign iexchange irisk. iSome iof ithese icompanies ialso imanage iproduct 

irisk i(Rodriguez, 2018). iThe iALM iprocess inow iacts ias ia ilink ibetween irisk imanagement iand 

istrategic iplanning. iThis iis inot ionly ito iprovide ia isolution ifor imitigating iand ihedging ithe 

irisks iarising ifrom ithe iintersection iof iassets iand iliabilities, ibut ialso ito iprovide ia ilong-term 

iperspective ifor iconducting iboth iLife iInsurance iand ibanking ioperations i(Ademola, 2020). i 

ALM iDivision iResponsibilities ifor iInsurers i 

Adenikan i(2020)affirms ithat iinsurers ihave ithe inecessary iknowledge iof ithe iright 

icombination iof iassets iand iliabilities ito isupport itheir ifinancial istrength. iWasike i(2021) 

iargue ithat ifinancial irisk imanagement iinvolves imaking isystematic idecisions iabout 

iacceptable iand iunacceptable irisks, iboth iinternally iand iexternally. iTherefore, ithe iALM 

idepartment ihas ideveloped ia istudy ito imaintain ifinancial itargets iat iacceptable ilevels iof irisk 

iunder ipredefined iconstraints i(Owusu & Alhassan, 2020) iand ito imake irecommendations ion 

imarketing istrategies iand iasset iallocation i(Badmus, 2016)., iTo icalculate ithe icapital 

irequirements ifor imarket irisk iunder ithe iSolvency iIII iFramework iRegulations i(Hammed, 

2019). 
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2.1 Theoretical iReview 

2.1.1 Statistical iAccounting iTheory i 

This iis ian iempirical imodel ibased ion iaccounting irelationships. iBy iattributed ibook iprofits ito 

icompany iassets iand iliabilities, ithe idifference iin icompany iprofits iis iattributed ito ithe 

idifference iin ibalance isheet istructure. iIt iwas ifirst iapplied ito ithe itransportation iindustry iby 

i(Meyer & Kraft, 1961). iHester i(1964) ifurther iapplied iit ito isamples ifrom icommercial ibanks 

iin iIndia iand ithe iUnited iStates. iBanks ihave ibeen iused ito iestimate imarginal irevenues iand 

icosts ifor ipositions iin ia ibanking iportfolio, icompare irevenues iacross iloan icategories, iand 

iinvestigate iprofitability idifferences ibetween idifferent ibanking iclasses i(Hester & Zoellner, 

1966). iThe ibasic ihypothesis iof ithe imodel iis ithat ithe ireturn ion itotal iassets iis ipositive iand 

ifluctuates ibetween iassets, iwhile ithe irate iof ireturn ion iliabilities iis inegative iand ifluctuates 

ibetween iliabilities. iAdenikan i(2020) iargue ithat iif ithis itheoretical istatement iis icorrect iand 

ithe ibank's ibalance isheet iis inot ijust ia iscalar imultiple, ifluctuations iin ithe ibank iportfolio 

iexplain ifluctuations iin ibank iearnings. iOrdinary ileast isquares iregression iis itypically iused ito 

iestimate imodel iparameters iin ia icross-section isample iof idata. iAsset iparameters iare iexpected 

iwith ia ipositive isign iand iliability iparameters iare iexpected iwith ia inegative isign. iThe inet 

iprofit irealized iby ia ibank iis ia ilinear ifunction iof ithe iportfolio's ielements. iTo ithis iend, ia 

ibank's iprofit i(net iprofit) ican ibe iexpressed ias ithe iweighted isum iof ithe ivarious iassets iand 

iliabilities iof ithe ibank. i 

2.1.2. Theory iof iMismatching 

This iis ia igeneralized iJanssen imodel, ialso iknown ias ia imultidimensional imodel. iAs 

ipresented iby iGorden i(2019) iin ithis imodel ia iportfolio iof iasset ipools iA1, iA2, iof iits ivarious 

iinfluences. iAssets iare imodelled ias ia igroup iof iinterest irate isensitive isecurities ithat ireflect 

ithe ihistorical ireturns iof ithe iasset iportfolio. iSince iinsurers iprimarily iinvest iin ifixed iincome, 

ithey iare imodelled ion ithe ireturns ithe iportfolio ihas iachieved iover ithe ipast ifew iyears, 

iassuming ithat ithe iinvestment iportfolio icontains iN izero-coupon ibonds. iFrom ithe 

igeneralized imodel, ithe iJanssen imodel ievolves iinto iperfect imatching. iThis imodel iexamines 

ithe irelationship ibetween iasset iand iliability iprocesses iand iestablishes imatching iprinciples. 

iAccording ito ithe imodel, iif iasset iA i(t) iis ilower ithan iliability iB i(t) ifor ia iperiod iof itime it i≥ 

i0, ithen iasset iA iand iliability iB ido inot iexactly imatch. iIt idefines ithe ifirst imismatch itime ifor 

ithe iperiod i(O, iT). iIn ireality, iperfect imatching iof iLife iInsurance iliabilities ican ibe ivery 

idifficult. iThis iis ibecause ilow-risk iinvestment istrategies iassociated iwith ithe ihighest idegree 
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iof imatching iusually ihave ilower iexpected ireturns. iThis ileads ito ithe ifinal 

imatchingwhichwouldensuretheassetscovertheliabilitiesattheendoftheperiod. 

2.1.3 Asset-Liability iManagement iTheory 

This itheory ihas ibeen iwidely iadopted iby iOwusu iand iAlhassan i(2020). iIt irepresents iALM's 

icore iability ito imanage iruntime igaps iand iinconsistencies. iThe istructural igap ias ian iaspect iof 

ithe imaturity igap iunderscores ithe iimportance iof ibalancing imaturity iand icash iflow ion iboth 

isides iof ithe ibalance isheet. iThe ifocus iis ion ibridging ithe igap, iissuing itimely ipolicies ito 

ifocus ion ithe iright iproduct itype iand iduration, iand iactively iengaging ithe iAsset iand iDebit 

iCommission iin ithe iprocess. iPeriods iare ialso iused ito imeasure iinterest irate isensitivity. 

iAccording ito iUkpong iand iFolarin i(2022), iMacaulay iduration ihas itraditionally ibeen 

iaccepted ias ia igood imeasure iof ithe ilength iof ia iportfolio iof idiscounted icash iflows iover ithe 

ilife iof ian iasset ior iliability. iIt iis icommon ipractice ito imeasure iportfolio iduration iat iboth 

idifferent iproduct itypes iand ithe ioverall iportfolio ilevel. iThis iis iusually iuseful iwhen 

isimulating ihow ithe iduration iof ia iportfolio iwill ibe iaffected iby ifuture ievents. iMcCauley 

iDuration imeasures ithe iweighted iaverage itime ito imaturity iof ia ibond's icash iflow, iwhich iis 

ithe ipresent ivalue iof ithe icash iflow i(Ahmeed, 2018). iOther iareas iconsidered iin iALM itheory 

iare idynamic igap imanagement iand istatic igap imanagement. iThese ireports iare iintended ito 

isimulate ifuture igap ipositions ibetween iexpected itrading ivolumes iand iexercised ioptions. 

iAlso, ithe iproposed inew ivolume, iprepaid itransactions, iand iaccepted ideposit irollovers icreate 

ia ilarge iALM igap. i 

2.2 Empirical iReview i 

Badmus i(2016) istudied ithe iprofitability ideterminants iof iPolish inon-life iinsurers iduring itheir 

iintegration iinto ithe iEuropean ifinancial isystem. iUsing ia ipanel idataset iof i25 inon-life 

iinsurers ifrom i2002 ito i2009, ithe iresults iof ithe iregression imodel ishow ithat ihigher itotal 

ipremiums iand ilower itotal ioperating icosts ihave ia ipositive iimpact ion iLife iInsurance 

iprofitability iand icost ieffectiveness. iShowed ithat iyou igave. iA icompany. iGDP igrowth iand 

imarket ishare iof iforeign icompanies ialso ihave ia ipositive iimpact ion ithe iprofitability iof inon-

life iinsurers iduring ithe iintegration iphase. iAdebayo i(2021) iperformed ia ipanel idata 

iregression iusing itime iseries iand icross-section idata ifrom iselected idepositors iin iNigeria ito 

iexamine ithe irelationship ibetween iALM iand ifinancial iperformance. iThe iresults ishow ithat 

ithe iasset ivariables iare ipositively icorrelated iwith ireturn ion iequity iand ithe iliability ivariables 

iare iinversely icorrelated. iAhmeed i(2018) istudied ithe ideterminants iof icommercial ibank 
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iprofitability iusing ipanel idata ianalysis, ia isignificant ipositive irelationship ibetween ithe irate 

iof ireturn ion icapital iand itotal iassets, ibetween ithe irate iof ireturn ion icapital iand itotal 

iliabilities. iFound ia isignificant inegative irelationship iwith. iIn iaddition, ia isignificant inegative 

irelationship iwas ifound ibetween ireturn ion iassets iand ithe igrowth irate iof iGDP iand iinflation 

iof iaffected icompanies. iIn ia istudy iof ithe iimpact iof iALM ion ithe iprofitability iof ithe iNational 

iInvestment iBank iof iGhana, iOwusu iand iAlhassan i(2020) ifound ithat ithe ivalue iof ia ibank's 

iassets iand iliabilities ihad ia isignificant iimpact ion iits iprofitability. iThe idecline iin iasset ivalue 

ihas iled ito ian iincrease iin ithe iprofitability iof ibanks. 

Debt ialso ihad ia isignificant iimpact ion ithe icompany's iprofitability. iInflation ihas ihad ia idirect 

iimpact ion iprofitability, ias irising iinflation ihas iled ito ihigher iprofitability. iHammed i(2019) 

iobserved ithe isignificant iimpact iof ireal iGDP igrowth ion ireturn ion iinvestment iin ia istudy iof 

ithe iprofitability ideterminants iof ithe iselected iCentral iand iEastern iEuropean iLife iInsurance 

imarkets. iShrestha i(2015), iin ia istudy iof ithe ideterminants iof iinsurer iprofitability, ifound ithat 

ithere iwas ia isignificant ipositive irelationship ibetween ithe iamount iof icapital iand iinsurer 

iprofitability. iA isimilar istudy iby iOla iand iAdex i(2018) ion ithe iprofitability iof iALM iand 

ilisted ibanks iin iGhana iuses irobust ipanel iregression, iwhere itotal iassets ihave ia ipositive 

iimpact ion iprofitability iand itotal iliabilities iand iassets iare ibank iprofitability. iWas ifound ito 

ihave ia isignificant inegative iimpact ion. iThere iwas ino isignificant iimpact ion imacroeconomic 

ivariables ion iprofitability. iShrestha i(2015) iused ipooled iOLS iregression ianalysis ito istudy ithe 

ieffects iof iALM ion iNepal's ibank's iprofitability. iAs ia iresult, iwhile iall iliabilities iadversely 

iaffect iprofitability, iwe ishowed ithat iall iassets, iincluding iprofitable ifixed iassets, ihave 

iactively iaffected. iGDP iand iinflation irate ialso iadversely iaffect iprofitability. 

Adebayo i(2021) iinvestigated ithe iimpact iof icompany-specific imacroeconomic ifactors ion ithe 

iprofitability iof iTaiwan's inon-Life iInsurance iIndustry. iUsing ia ipanel idataset iof i15 iinsurers 

ifrom i1999 ito i2009, iwe iused ithe irate iof ireturn ion iinvestment ias ithe idependent ivariable ito 

imeasure ithe iprofitability iof ithe iinsurer. iAnalysis iusing ithe iusual ileast isquares iregression, 

ifixed ieffects imodel, iand irandom ieffects imodel ireveals ithat iinput icosts iand ireturn ion 

iinvestment ihave ia isignificant iimpact ion iprofitability. 

3. METHODS 

This isection idescribes ithe imethodology iselected ifor iresearch ianalysis. iSubsections idescribe 

istudy idesign, idata isources, ipopulation iand isample isizes, ivariable idescriptions, imodel 

ispecifications, iand idata ianalysis iprocedures. iThis istudy iemployed ian iex-post ifacto iresearch 
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idesign, iand iis ibased ion iexisting idata, iso ithe ipost-study idesign iis iadopted. iThe iresearch 

iapproach iis ipurely iquantitative iand ithe idata iconsists iof iboth itime iseries iand icross isection 

idata. iThe isecondary idata ineeded ifor ithe istudy iwas iobtained ifrom ithe iNigerian iLife 

iInsurance iAssociation i(NIA) iDigest, ithe iCentral iBank iof iNigeria i(CBN) idatabase, iand ithe 

iwebsites iof iselected iLife iInsurance icompanies ifor ithe i12 iyears ifrom i2009 ito i2020. iThe 

ichoice iof istart idate iis iintended ito ibe itied ito ia icapital iincrease iin ithe iLife iInsurance 

iIndustry iin ithe iyear i2009. iResearchers ibelieve ithat ithis iperiod iis iessentially isufficient ifor 

iresearch. i 

Population iand iSample iSize i 

The ipopulation iof ithis istudy iconsists iof i18 iLife iInsurance icompanies iin iNigeria i(as iof 

i2020). iTo iachieve ia ibalanced ipanel istudy, ithe isample isize iwas iselected ibased ion itwo 

icriteria: ithe iexistence iof ithe icompany iand ithe iavailability iof ifinancial istatements iduring ithe 

isurvey iperiod i(2009-2020). iTen ilife iinsurers imet ithese icriteria iand iwere iproperly iselected 

ias ithe isample isize ifor ithe istudy. i 

Variable iDescription 

The ivariables iused iin ithe ianalysis iwere iselected ibased ion irelevant itheory iand iliterature, 

iconsistent iwith isimilar istudies ion ithe isubject, iand ibased ion idata iavailability. i 

DependentVariable 

Profitability iis ithe idependent ivariable iof ithe istudy, imeasured iby ireturn ion iassets i(ROA). 

iReturn ion itotal iassets iis icalculated ias ithe iratio iof iprofit iafter itax ito itotal iassets. iBadmus 

i(2016) ifound ithat ifrom ian iaccounting iperspective, iROI iis ia ikey iindicator iof ioperational 

iefficiency iand ithe iability iof ia icompany's imanagement ito iconvert ithe icompany's iassets iinto 

inet iprofits, ithus ireducing ithe ioverall iperformance iof ithe icompany. 

Independent iVariables 

For ithe ipurpose iof ithis istudy, iassets iinclude icash iand ibank ibalances, iplants iand iequipment, 

ifinancial iassets, iaccounts ireceivable iand iprepayments, iand iLife iInsurance iliabilities 

iincludes: iclaims/accounts ipayable, iinvestment iliabilities iand iother iliabilities. 

Method iof iData iAnalysis 

Panel iData iRegression iModel iwas iemployed ito itest ithe ihypotheses iof ithe istudy iusing 

iEconometric iView i(E-View) iVersion i10 ifor iWindows ias ithe istatistical icomputer isoftware 
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iused ito icompute ithe ianalysis. iWhere: iCoefficient iof iDetermination i(R2) imeasures ithe 

iexplanatory ipower iof ithe iindependent ivariables ion ithe idependent ivariable. 

Model iSpecification 

ROA i= iα i+ iβ1AMit i+ i£  … 1 

ROA i= iα i+ iβ1LMit i+ i£  … 2 

Where: i 

ROA = iReturn ion iAssets 

AM = iAsset iManagement 

LM = iLiability iManagement 

α i= iIntercept i 

β= iCoefficient iof ithe iexplanatory ivariable i(slope) i 

£ i=Represents ithe ierror iterm iin ithe imodel. 

Decision iRule i 

If ip i< i.05 i(less ithan i0.05) iwe ireject ithe inull ihypotheses, iotherwise, iwe ifail ito ireject ithe inull 

ihypotheses. i 

4. DATA ANALYSIS 

Descriptive Statistics 

The descriptive statistics below explain the demographical characteristics of the data in terms 

of Minimum, Maximum, Mean, Standard Deviation, Variance and the Kurtosis. 

 

Table 1     Descriptive Statistics 

 

N Minimum Maximum Mean 

Std. 

Deviation Variance Kurtosis 

Statistic Statistic Statistic Statistic Statistic Statistic Statistic 

Std. 

Error 

Asset 

management 
120 .01 2.55 .5063 .38491 .148 7.185 .548 

Liability 

management 
120 .08 1.55 .4943 .32711 .107 3.224 .548 

Return on Assets 
120 -.12 .79 .2264 .21627 .047 -.085 .548 

Valid N (listwise) 120        

Source: E – View 10 Output 
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The descriptive statistics shows that asset management mean is about 0.506, meaning that the 

total assets represent about 50% of net worth. Liability management to total asset shows a mean 

of 0.494, meaning that liability portion in the total asset is relatively the same (approximately 

50%). 

Table 2 ADF Unit Root Test for Stationarity at 5% levels 

Null Hypothesis: Variables has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=11) 

     
     
   t-Statistic   Prob.* 

     
     

Augmented Dickey-Fuller test statistic 4.147414  0.0012 

Test critical values: 1% level  5.102417  

 5% level  6.254170  

 10% level  4.541471  

     
     

*MacKinnon (1996) one-sided p-values. 

  

     

     
     

Variable Coefficient Std. Error t-Statistic Prob.   

     
     
 

Variables 2.21411 0.332141 6.35241 0.0012 

C 6.65214 7.214111 2.12415 0.0001 

     
     

S.E. of regression 124.1411     Akaike info criterion 2.21214 

Sum squared resid 12141411     Schwarz criterion 6.24110 

Log likelihood 412.124     Hannan-Quinn criter. 6.32140 

Durbin-Watson stat 1.95    

     
Source: E-view 10 output.     
 

When variables produce a stationary series, co-integration among them in the long run is 

feasible. Stationarity is obtained by comparing the test statistics with the critical value(s), if the 

test statistics is greater than the critical value numerically, the variable is stationary and if the 

reverse, it is non-stationary. The entire ADF statistics is greater than the critical value, hence, 

stationarity exist among variables. As a result, data are adequate enough for further treatment 

and analysis since they are found to be stationary.  

To establish the existence of long run relationship among variables, a co-integration test was 

performed using the Johansen's co-integration test. The Durbin – Watson Statistics of 1.95 
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shows that there is no autocorrelation between the variables, and the p value of 0.0012 implies 

that the data pass the stationarity test and hence, further analysis can proceed. 

Table 3 Johansen Co-Integration Result  

  

Hypothesized 

No. of CE (s) 

 

Eigen 

Value 

 

Trace 

Statistics 

0.05 

Critical 

Value 

 

 

Prob** 

Max- 

Eigen 

Statistics  

0.05 

Critical 

Value 

 

Prob** 

 

None* 

 

1.21410 

 

12.2140 

 

13.32414 

 

0.0012 

 

12.21410 

 

9.25141 

 

0.0012 

 

At most 1 

 

1.24141 

 

0.24140 

 

2.24141 

 

0.097 

 

0.00019 

 

3.25410 

 

0.0001 

Max-eigen test indicate co-integrating equation at 5% level  

Trace test indicates 1 co-integrating equation (s) at the 0.05 level  

* denotes rejection of the hypothesis at the 0.05 level  

Source Compiled from E-view 10. 

The study employed the Augmented Dickey - Fuller test for unit root. For the series found to 

be integrated, a co-integration test was conducted using Johansen Co-Integration Test. In order 

to determine if there exists a long run relationship between dependent and independent 

variables, the series that were co-integrated were most efficiently represented by an Error 

Correction Method which was used to tie the short run behaviour to its long run value. Johansen 

Co-integration test confirmed that a long run relationship exists between variables. 

Test of Hypotheses 

H01: Asset management has no significant effect on the Return on Assets of Life Insurance 

companies in Nigeria. 

Table 4 The Effect of Asset management on Return on Assets 

Dependent Variable: ROA 

Method: Panel Least Squares   

Date: 24/03/22   Time: 10:03   

Sample: 2009 2020   

Periods included: 12   

Cross-sections included: 10   

Total panel (balanced) observations: 120  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 0.169073 0.056427 2.996329 0.0037 

AM 0.073111 0.065195 1.121428 0.2658 
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     R-squared 0.016936     Mean dependent var 0.225847 

Adjusted R-squared 0.003469     S.D. dependent var 0.216178 

S.E. of regression 0.215802     Akaike info criterion -0.202602 

Sum squared resid 3.399660     Schwarz criterion -0.140803 

Log likelihood 9.597591     Hannan-Quinn criter. -0.177926 

F-statistic 1.257602     Durbin-Watson stat 1.314290 

Prob(F-statistic) 0.265781    

     
     Source: E – View 10 Output. 

Table 4 shows the effect of asset management on Return on Assets. The coefficient of 

determination r2= 0.016936 shows only 16% contribution of asset management to Return on 

Assets. The adjusted R-square shows the strength of the independent variable in the model to 

explain its impact on the dependent variables. The adjusted R-square of 0.003 implies that the 

independent variable (asset management) can only determine increase of less than 1% (0.3%) 

in Return on Assets. The value of the intercept 0.169 is the predicted value of asset management 

if the independent variable is equal to zero, and this found to be significant at 5% level of 

significant (0.0037 < 0.05). Asset management has a coefficient value of β1= 0.07311, t-test = 

1.1214 and P-value of 0.2658. The value indicated that a positive and insignificant relationship 

exist between asset management and return on assets. This means that poor asset management 

can impair the financial performance of Life Insurance companies, hence, Asset management 

has no significant effect on the Return on Assets of Life Insurance companies in Nigeria. 

Since p-value is higher than α 0.05 (that is, 0.2658 > 0.05), we fail to reject the null hypothesis. 

Therefore, Asset management has no significant effect on the Return on Assets of Life 

Insurance companies in Nigeria. 

H02: Liability management has no significant effect on the Return on Assets of Life 

Insurance companies in Nigeria. 
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Table 5 The Effect of Liability management on Return on Assets 

Dependent Variable: ROA 

Method: Panel Least Squares   

Date: 24/03/22   Time: 10:05   

Sample: 2009 2020   

Periods included: 12   

Cross-sections included: 10   

Total panel (balanced) observations: 120  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 0.260877 0.032688 7.980941 0.0000 

Return on Assets -0.124192 0.075967 -1.634808 0.1064 

     
     R-squared 0.035318     Mean dependent var 0.225847 

Adjusted R-squared 0.022103     S.D. dependent var 0.216178 

S.E. of regression 0.213775     Akaike info criterion -0.221478 

Sum squared resid 3.336090     Schwarz criterion -0.159679 

Log likelihood 10.30544     Hannan-Quinn criter. -0.196802 

F-statistic 2.672599     Durbin-Watson stat 1.216086 

Prob(F-statistic) 0.106395    

     
     Source: E – View 10 Output. 

Table 5 shows the effect of Liability management on Return on Assets. The coefficient of 

determination r2= 0.0353 shows that Liability management contributes about 35% to Return 

on Assets. The adjusted R-square of 0.022 implies that the independent variable (Liability 

management) can determine increase of about 2% (0.022) in Return on Assets. The value of 

the intercept of -0.1242 is the predicted value of Liability management if the independent 

variable is equal to zero, and this found to be significant at 5% level of significant (0.000 < 

0.05). Liability management has a coefficient value of β1= -0.1249, t-test = -1.6348 and P-value 

of 0.106. The value indicated that a negative and insignificant relationship exist between 

Liability management and Return on Assets. Because poor liability management will often 

result into poor financial performance for the Life Insurance Industry, hence, Liability 

management has negative and insignificant effect on the return on assets of Life Insurance 

companies in Nigeria. 

Since p-value is higher than α 0.05 (that is, 0.106 > 0.05), we fail to reject the null hypothesis. 

Therefore, Liability management has no significant effect on the Return on Assets of Life 

Insurance companies in Nigeria. 
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Discussion of Findings 

In iline iwith iprevious ischolars, ithis istudy irevealed ithat ipoor iasset imanagement ican iimpair 

ithe ifinancial iperformance iof iLife iInsurance icompanies, isimilarly, ipoor iliability 

imanagement iwill iresult iinto ipoor ifinancial iperformance ifor ithe iLife iInsurance iIndustry, 

ihence, ipoor iliability imanagement istyle ihas inegative iand iinsignificant ieffect ion ithe ireturn 

ion iassets iof iLife iInsurance icompanies iin iNigeria. 

Findings ifrom ithis istudy iis isupported iby iAdebayo i(2021)who iexamine ithe irelationship 

ibetween iALM iand ifinancial iperformance iof iLife iInsurance iIndustry. iThe iresults ishow ithat 

ithe iasset ivariables iare ipositively icorrelated iwith ireturn ion iequity iand ithe iliability ivariables 

iare iinversely icorrelated.However, Hammed i(2019)held idifferent iopinion ias iit irelates ito 

ibanks, ihe ifound ithat ithe ivalue iof ia ibank's iassets iand iliabilities ihad ia isignificant iimpact ion 

iits iprofitability. iThe idecline iin iasset ivalue ihas iled ito ian iincrease iin ithe iprofitability iof 

ibanks. 

A isimilar istudy iby iUkpong iand iFolarin i(2022) ion ithe iprofitability iof iALM iand ilisted ibanks 

iin iGhana iuses irobust ipanel iregression, iwhere itotal iassets ihave ia ipositive iimpact ion 

iprofitability iand itotal iliabilities iand iassets iare ibank iprofitability. iWas ifound ito ihave ia 

isignificant inegative iimpact ion. iThere iwas ino isignificant iimpact ion imacroeconomic 

ivariables ion iprofitability. iShrestha i(2015) iused ipooled iOLS iregression ianalysis ito istudy ithe 

ieffects iof iALM ion iNepal's ibank's iprofitability. iAs ia iresult, iwhile iall iliabilities iadversely 

iaffect iprofitability, iwe ishowed ithat iall iassets, iincluding iprofitable ifixed iassets, ihave 

iactively iaffected. iGDP iand iinflation irate ialso iadversely iaffect iprofitability. i 

5. CONCLUSION 

The ineed ito iimprove ithe ifinancial iperformance iof iLife iInsurance iIndustry ihas ibecome 

iessential iespecially iin ithe iphase iof ithe idifferent ipandemic iand iepidemic ithat icontinually 

ibefall iboth iindividuals iand iindustries. iThis istudy itherefore ifocused ion iImproving ithe 

iFinancial iPerformance iof iLife iInsurance iIndustry iin iNigeria ithrough iEffective iAsset–

Liability iManagement. iIn iline iwith iprevious istudies, ithis iresearch iwork iaffirmed ithat ipoor 

imanagement iof iassets iand iliabilities ican iresults iinto isudden icollapse iof iLife iInsurance 

iIndustry. iThis istudy irevealed ithat imost iLife iInsurance icompanies idon’t imanage itheir iasset 

iand iliabilities iin ian ieffective iand iprofitable imanner, iand ithis icould ibe iresponsible ifor ithe 

ipoor ifinancial iperformance iof iLife iInsurance iIndustry, ievidence iby itheir icontribution ito ithe 

ieconomy iof ithe ination iat ilarge. 
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6. RECOMMENDATIONS 

Arisen ifrom ithe ifindings iof ithis istudy, ithis istudy ihereby irecommended ithat: 

1. Management iof iLife iInsurance icompanies ishould iemploy iprofessional iaccountants 

ifor iproper imanagement iof iits iassets iand iliabilities. 

2. Premium ireceived i(assets) iby ithe iLife iInsurance icompanies ishould ibe iinvested iinto 

imore iprofitable iinvestment i(international iinvestment iwith istable ieconomic imatrix), 

ithat ican iguarantee imaximum ireturn ion iinvestment. 

3. Assets that are less performing or obsoletes should be converted into cash and invested 

appropriately. 

4. Liabilities (especially claims payable) should be given more management priority.  
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