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Investigation the relationship between Financial Ratios and the Ratio

of Financial Strength of Insurance Companies With an emphasis on
car tire insurance
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Abstract

The insurance market is one of the most important financial markets. Insurance companies play a significant role
in the growth and development of any country by accepting various risks and strengthening financial resources for
investment in the capital market. According to the nature of their activity, insurance companies will fail in fulfilling
their future obligations if they are not capable enough. Emphasizing the financial ratios of insurance companies as a
clear indicator of the performance of insurance companies has caused the investigation of the relationship between
financial ratios and the ratio of financial wealth of insurance companies with an emphasis on car tire insurance to be
the main goal of this research. In this research, four categories of financial ratios under the title of leverage ratios and
capital adequacy, profitability ratios, liquidity ratios and operating ratios are considered as independent variables
for 21 insurance companies in the period of 2010-2012 and the relationship of these financial ratios with the financial
strength ratio of the companies Insurance has been reviewed during this time period. Based on the results of this re-
search, profitability ratios and liquidity ratios have a high correlation with financial prosperity ratio, and the ratios
of loss ratio, profitability of insurance operations, net profit to equity from the set of profitability ratios and current
ratio from the set of liquidity ratios are the most effective financial ratios in the evaluation of prosperity. are financial
The desirability of financial ratios indicates the financial health of insurance companies and that insurance companies
will be able to fulfill their obligations, and financial ratios can be introduced as an effective component to evaluate the
health and financial strength of insurance companies and get help from them to check their financial strength.

Key words: Financial strength assessment, financial strength, financial strength ratio, financial ratios, monitor-

ing of financial strength.
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