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Company Description 

CNA Financial Corporation (NYSE: CNA) is a leading 
U.S. commercial property and casualty insurance 
company operating primarily in the United States. 
Founded in 1897, CNA is a majority-owned subsidiary 
of Loews Corporation and provides a broad range of 
standard and specialty insurance products to businesses 
across multiple industries. The company’s core property 
and casualty operations are organized into three 
segments: Specialty, Commercial, and International. 
These segments offer coverage such as management and 
professional liability, surety, warranty, commercial 
property, workers’ compensation, general liability, and 
marine insurance. While most of CNA’s business is 
U.S.-based, the company also maintains international 
operations in Canada, the U.K., and Continental Europe. 
In addition to its core P&C segments, CNA reports 
results for Life & Group and Corporate & Other, which 
include run-off long-term care and legacy exposures. 

Source: CNA 2024 10-K 
Specialty Segment: 

The Specialty segment provides a range of industry-
focused coverages, including management and 
professional liability, surety, warranty, and alternative 
risks, marine, and other specialty property and casualty 
lines. These products serve customers across healthcare, 
financial services, professional services, technology, 
construction, marine, and other specialized sectors. 
Within this segment, CNA writes coverages such as 
D&O and E&O liability, employment practices liability, 
cyber liability, and various surety and warranty products 

sold through independent agents, brokers, and 
automotive dealerships. In 2024, Specialty remained 
one of CNA’s largest business units, generating 
approximately 33% of total revenue. Net written 
premiums increased year-over-year, driven by stable 
retention and favorable renewal premium charges. The 
segment reported a combined ratio of 92.6%, reflecting 
continued underwriting profitability, support by higher 
net investment income and lower catastrophe losses. 
Management noted ongoing pricing pressure in certain 
professional liability lines; however, Specialty 
continues to be a consistent contributor to CNA’s 
overall premium growth and earnings. 

Commercial Segment: 

The Commercial segment provides a broad range of 
property and casualty coverages for small businesses, 
middle-market accounts, and larger commercial clients. 
Key products include standard and excess property, 
workers’ compensation, general liability, commercial 
auto, umbrella, boiler and machinery, and marine 
coverages. The segment also offers loss-sensitive 
programs and risk management services distributed 
through independent agents and brokers. 

In 2024, Commercial remained CNA’s largest segment, 
accounting for roughly 50% of total revenue. Net 
written premiums increased year-over-year, supported 
by favorable renewal pricing and stable retention. The 
segment reported a combined ratio of 96.7%, slightly 
higher than the prior year due to elevated catastrophe 
losses and an increase in the underlying loss ratio. 
Expense ratio improvement partially offset these 
pressures, aided by higher net earned premiums and 
stronger investment income. Despite recent 
underwriting challenges, Commercial has continued to 
demonstrate steady premium growth and remains a core 
contributor to CNA’s overall operating performance. 

International Segment: 

The International segment underwrites commercial and 
specialty property and casualty coverages across 
Canada, the United Kingdom, Continental Europe, and 
through Hardy, CNA’s Lloyd’s Syndicate 382. This 
business includes marine, energy, construction, 
financial lines, and other commercial risks written on 
both a domestic and cross-border basis. International 
operations consistently contribute around 12% of 
CNA’s annual revenue. 
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In 2024, the segment reported solid underwriting 
results, with a combined ratio of 94.0%, slightly higher 
than the prior year due to increased catastrophe losses 
and a modest rise in the expense ratio. Net written 
premiums increased year-over-year, driven by higher 
retention, favorable renewal pricing, and growth in new 
businesses, partially offset by foreign currency impacts. 
The segment also benefited from stronger net 
investment income. Despite ongoing currency 
volatility, International continues to demonstrate stable 
performance and remains a steady contributor to CNA’s 
overall financial results. 

Life & Group Segment: 

The Life & Group segment includes CNA’s long-term 
care business and its structured settlement obligations. 
This segment represents a small portion of CNA’s 
overall operations, contributing around 4-5% of total 
revenue in 2024. Unlike the P&C segments, Life & 
Group generates most of its earnings from net 
investment income, while net earned premiums 
continue to gradually decline due to the runoff nature of 
certain long-term care blocks. 

In 2024, net earned premiums for the segment decreased 
modestly, consistent with the long-term trend of 
declining premium volumes as older policies mature. 
However, the segment benefited from continued 
strength in investment income driven by higher yields 
across the portfolio. Although long-term care remains 
sensitive to reserve development and claims variability, 
the segment overall continues to provide a steady, 
predictable contribution to CNA’s consolidated results. 

Fixed Maturity Securities: 

Fixed maturity securities remain the largest driver of 
CNA’s investment income, accounting for about 84% in 
2023. Income increased from $1,976mm in 2023 to 
$2,084mm in 2024, supported by a larger invested asset 
base and favorable reinvestment rates. The fixed 
maturity portfolio is also CNA’s largest investment 
category, totaling $41.1B in 2024. Historically, this 
category has shown steady growth, and our model 
forecasts this trend to continue. We project fixed 
maturity income to rise to $2,208mm in 2025 and 
$2,290mm in 2026 as yields remain elevated. The 
effective portfolio yield already improved from 4.7% in 
2023 to 4.8% in 2024, and we expect it to gradually 

climb toward 5.0%. Overall, fixed maturity securities 
remain CNA’s most stable and reliable income source 
in both recent results and our forward outlook. 

Limited Partnership & Common Stock Investments: 

Limited partnership and common stock investments 
were the second-largest contributor to CNA’s 
investment income in 2023 at 7.53%. Income increased 
from $202mm in 2023 to $320mm in 2024, driven by 
strong private equity, hedge fund, and common stock 
returns. LP and common stock returns were 13.3% in 
2024, significantly higher than prior years. Our model 
forecasts continued moderate growth, with income 
increasing to $336mm in 2025E and $353mm in 2026E. 
Although these investments carry higher risk and lower 
liquidity, they have historically performed well for 
CNA and added valuable diversification. Based on both 
historical performance and the current market 
environment, we expect this category to remain a strong 
contributor to CNA’s overall investment income. 

Mortgage Loans: 

CNA held $1,054 million of mortgage loans at 
amortized cost in 2024 (up slightly from $1,035 million 
in 2023). The portfolio is primarily secured by retail, 
office, and industrial properties, with retail making up 
50% of total exposure. Credit quality remains solid, 
with the allowance for expected credit losses steady at 
$35 million, representing 3.3% of amortized cost. 
Mortgage loan income in our model is modest but 
stable, rising from $69mm in 2023 to $72mm in 2024 
and $75mm in 2025E. Higher mortgage rates in 2023 
and 2024 have pressured returns, but they also help 
support yield stability going forward. Based on 
historical performance and disciplined underwriting 
standards, we expect mortgage loans to continue 
providing reliable, low-volatility investment income for 
CNA. 

Equity Securities: 

Equity securities are classified in three levels. Level 1 
includes publicly traded securities valued at quoted 
market prices. Level 2 securities are valued using 
comparable pricing, precedent transactions, and other 
observable inputs. Level 3 securities rely on 
broker/dealer quotes and internal modeling. CNA’s 
equity securities are primarily Level 1, with smaller 
allocations in Levels 2 and 3. Based on our data, equity 
security income has shown meaningful volatility over 
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time. Results declined sharply in 2018 with a loss of 
$74mm, followed by a strong rebound in 2019 with a 
gain of $66mm. After another modest decline in 2020, 
results improved again in 2021 and 2022, before 
dropping to a loss of $116mm in 2023. Beginning in 
2024, equity security income stabilizes and gradually 
increases throughout the forecast period, rising steadily 
from $4mm in 2024 to $9mm by 2034. This trend 
reflects a more normalized investment environment and 
consistent long-term expectations for equity portfolio 
performance. 

Short-Term Investments 

Short-term investments make up a small portion of 
CNA’s overall investment income. These assets 
typically mature in less than one year and consist of 
low-risk holdings such as money market instruments 
and treasury bills. Income from these investments 
generally follows movements in short-term treasury 
yields. 

Based on our historical data, short-term investment 
income has remained modest and somewhat volatile, 
ranging from $12m in 2015 to small losses in several 
subsequent years. Results decline through the period 
and reach $2m by 2022, reflecting lower short-term 
yields and reduced contribution from this asset class. 
Looking ahead, we expect income from short-term 
investments to remain limited and broadly stable as 
market conditions normalize. 

Dividend Payout 

CNA has historically maintained a high payout ratio, 
which is common in the financial services industry, 
where companies generate reliable cash flows that 
support regular dividends. This stability enables firms 
like CNA to distribute a significant portion of earnings 
back to shareholders while still operating with an 
efficient capital structure. 
Over the historical period, CNA’s payout ratio has 
shown meaningful variability due to shifts in net income 
and the timing of special dividends. The ratio began at 
169 percent in 2015, then settled into the 90 percent 
range in the following years. It continues to fluctuate 
between 52 percent and 143 percent throughout the 
historical window, reflecting the impact of both 
operating performance and capital management 
decisions. Across our forecast period, the payout ratio 
moves toward a more sustainable level, gradually 

declining through the long-term projection. It trends 
from the low-80 percent range early in the forecast to 77 
percent by 2034. This steady decrease indicates a more 
balanced alignment between earnings growth and 
dividend payments, supporting a stable long-term 
capital return strategy. 

Inflation: 

Inflation remains a major factor for CNA, as it directly 
affects the cost of paying out claims to policyholders. 
When inflation rises, the cost of repairing or replacing 
damaged property rises as well, which pushes claim 
costs higher. Recently, claim severity has been 
increasing faster than premium growth, creating margin 
pressure for CNA. For example, in 2023 premiums 
increased roughly 6 percent, while claim costs rose 
closer to 8 percent, which can erode underwriting 
profitability. Continued premium increases also risk 
policyholder churn if customers become sensitive to 
rising rates. 

Figure 1: 10-Year Break-Even U.S Inflation 

Based on the 10-year breakeven inflation data from the 
Federal Reserve Bank of St. Louis, inflation 
expectations peaked in early 2022 but have steadily 
moderated since. Since mid-2023, breakeven inflation 
has stabilized around the 2.2 to 2.4 percent range, 
indicating that long-run inflation pressures have cooled 
significantly. This stabilization is important for CNA, as 
more predictable long-term inflation reduces volatility 
in claim costs. If breakeven inflation remains anchored 
near this range, CNA should begin to see claim cost 
growth normalize relative to premium growth, easing 
some of the margin compression experienced over the 
past two years. 

Interest Rates: 

Net investment income is an important earnings driver 
for CNA, and the company relies heavily on its fixed-

Economic Analysis 
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maturity investment portfolio to generate stable, 
recurring returns. Because these assets are closely tied 
to movements in interest rates, fluctuations in the rate 
environment can significantly influence the fair value of 
CNA’s holdings. When interest rates rise, newly issued 
bonds offer higher yields, which reduces the market 
value of existing lower-yield bonds. This dynamic can 
create unrealized losses and put short-term pressure on 
CNA’s investment portfolio during periods of 
tightening monetary policy. 

Figure 2: 10-Year Treasury Maturity Minus 2-Year Treasury 

The chart above shows the spread between the 10-year 
Treasury yield and the 2-year constant maturity rate, a 
common measure for assessing interest-rate 
expectations and economic outlook. The spread has 
remained inverted and compressed in recent years as the 
Federal Reserve aggressively tightened monetary policy 
to control inflation. This prolonged inversion signals 
expectations for slower economic growth and continued 
rate volatility, which can influence the performance of 
CNA’s fixed-income portfolio. Based on where the 
spread is trending, we expect the yield curve to remain 
relatively flat or inverted through 2025, suggesting 
continued pressure on the fair value of long-duration 
bonds before any meaningful steepening occurs 

GDP & Housing Market: 

Real GDP plays an important role in shaping the broader 
insurance market, as periods of economic expansion 
typically support stronger housing activity and 
commercial development. When the economy grows, 
new homes and businesses are built, household wealth 
increases, and overall demand for property insurance 
rises. For CNA, this can translate into growth in policy 
count and premium volume. At the same time, a 
growing economy also introduces additional exposure, 
meaning underwriting standards must adapt to reflect 
the risks associated with newer properties and changing 
construction costs. 

Figure 3: U.S. Real GDP (Chained 2017 Dollars) 

The chart above shows long-term U.S. real GDP trends. 
While GDP has historically increased at a steady pace, 
recent growth has been more moderate as the economy 
adjusts to tighter financial conditions and ongoing 
inflation pressures. Looking ahead, most forecasts 
suggest slower but positive economic expansion over 
the next year. A stable growth environment would 
support steady insurance demand, but a meaningful 
slowdown could weigh on new construction and limit 
near-term premium growth for CNA. 

Unemployment: 

Unemployment is another key macroeconomic 
indicator that can influence CNA’s business across 
multiple insurance lines. When unemployment rises, 
fewer individuals are actively working, which can 
reduce demand for certain coverages such as workers’ 
compensation. Lower employment levels can also lead 
to fewer commuters on the road, potentially reducing 
the frequency of auto-related claims. Depending on how 
quickly CNA adjusts pricing and underwriting to these 
shifts, changes in unemployment can either support 
profitability or create mismatches between premiums 
and claim trends. 

Figure 4: U.S. Civilian Unemployment Rate 

As shown in the chart above, unemployment 
experienced a sharp but temporary spike during the 
COVID-19 pandemic before returning to historically 
low levels. In recent years, unemployment has remained 
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relatively stable, hovering in a narrow range despite 
tighter financial conditions. Looking ahead, most 
expectations point toward a steady labor market with 
modest fluctuations. A stable unemployment 
environment supports consistent insurance demand, 
though any slowdown in job growth or changes in labor 
force participation could influence claim activity and 
premium growth for CNA. 

Automotive Sales: 

Automotive sales are often viewed as a gauge of overall 
economic strength, as higher consumer spending on 
vehicles typically reflects rising confidence and stable 
household income. For CNA, trends in vehicle sales 
have a direct connection to insurance demand. More 
vehicles on the road increase the need for auto coverage, 
supporting premium growth. Newer vehicles also tend 
to carry higher values and more advanced technology, 
which can make repairs more expensive, resulting in 
higher premium rates. At the same time, increased 
vehicle ownership can lead to more accident exposure, 
and if claim frequency or severity rises faster than 
premiums, underwriting profitability may be pressured 

Figure 5: Total Vehicle Sales (Millions of Units) 

The chart above shows long-term trends in total vehicle 
sales. Following the sharp decline during the pandemic, 
sales have recovered and moved back toward pre-
pandemic levels. While growth has been uneven at 
times, the overall trend suggests a healthier vehicle 
market supported by improved supply chains and 
resilient consumer demand. Looking ahead, we expect 
moderate growth in vehicle sales, which should 
continue to support steady auto-insurance exposure for 
CNA while also requiring careful monitoring of claim 
costs. 

Industry Description: 

The Property & Casualty (P&C) insurance industry 
provides coverage that protects individuals and 
businesses from financial losses related to auto 
accidents, property damage, liability claims, and other 
unexpected events. The industry is highly fragmented 
and competitive, with firms differentiated by business 
mix, underwriting discipline, catastrophe exposure, and 
customer service. Profitability is driven by the 
combined ratio, expense management, and investment 
income generated from large fixed-income portfolios. 
Recent years have been marked by elevated weather-
related losses, inflation in repair costs, and corrective 
rate actions, which have led to improved underwriting 
results in 2024 as these pressures have moderated. As a 
core part of the financial services landscape, the P&C 
sector plays a critical role in economic stability by 
helping households and businesses manage and transfer 
risk. 

Porter’s 5 Forces Analysis: 

Threat of New Entrants (Low): 

The P&C industry has high barriers to entry because 
new firms need significant capital, regulatory approval, 
and the ability to build strong underwriting models and 
distribution networks. Larger carriers also benefit from 
spreading risk across bigger pools and operating with 
lower expenses, which smaller or new companies 
cannot easily match. Because of these hurdles, it is 
difficult for new competitors to enter the market in a 
meaningful way, especially in commercial and specialty 
lines. 

Bargaining Power of Customers (Low-Medium): 

Customers can shop around and switch insurers fairly 
easily in auto and homeowners, which gives them some 
influence. Still, switching can be limited by things like 
underwriting criteria, credit scores, and the stability of 
long-term relationships for commercial clients. Since 
many P&C products are becoming more price-driven, 
customer retention often depends on good claims 
handling and customer service. Firms that excel in these 
areas can maintain strong retention even during periods 
of rising rates. 

Bargaining Power of Suppliers (Moderate-High): 

Reinsurers play a major role in the P&C industry, and 
their pricing power has increased following several 

Industry Analysis 
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years of elevated catastrophe losses. Higher reinsurance 
costs flow directly into insurers’ combined ratios. 
Talent is another key “supplier,” as experienced 
underwriters, actuaries, and claims professionals remain 
in short supply, pushing labor costs higher. These two 
factors give suppliers more influence over industry costs 
than in many other financial sectors. 

Threat of Substitutes (Very Low): 

There are very few substitutes for P&C insurance. Many 
coverages, such as auto liability or workers’ 
compensation, are mandatory, and businesses rely 
heavily on insurance to transfer risk. Self-insurance is 
only realistic for large corporations with substantial 
capital, so for most customers, traditional insurance 
remains the only option. 

Intensity of Competitive Rivalry (High): 

Competition in the P&C industry is strong because 
many companies offer similar products and compete 
heavily on pricing. Large national carriers like 
Progressive, State Farm, and Allstate often set pricing 
trends, forcing mid-sized companies to differentiate 
through underwriting discipline, niche specialties, or 
better service. As loss trends stabilize, especially in 
personal auto, and companies finish implementing 
recent rate increases, price competition is expected to 
pick up again. Specialty and commercial carriers may 
hold some pricing power, but overall rivalry in the 
industry remains high. 

Industry Trends: 

Underwriting Environment After Challenging Years: 

Industry underwriting results strengthened significantly 
in 2024 after several years of elevated claim costs 
driven by inflation, supply-chain pressure, and volatile 
auto repair expenses. Rate increases from 2022-2023 
have now fully earned through, and personal auto 
results have normalized as driving patterns stabilized. 
Commercial lines stayed steady throughout, which has 
helped carriers like CNA keep consistent underwriting 
performance. 

Catastrophe Activity and Reinsurance Costs: 

More frequent and severe weather events, such as 
hurricanes, wildfires, and windstorms, continue to put 

pressure on long-term loss trends across the P&C 
industry. While catastrophe losses were slightly lower 
in 2024, the broader upward trend has pushed insurers 
to raise premiums and tighten underwriting standards. 
At the same time, reinsurance prices have climbed as 
reinsurers respond to several years of heavy global 
losses. This combination has contributed to continued 
pricing momentum across property lines, while 
commercial-focused carriers with lower catastrophe 
exposure, such as CNA, have benefited from more 
stable underwriting results. 

Use of AI/Automation in Underwriting and Claims: 

AI and advanced analytics are becoming more widely 
adopted for underwriting, pricing, fraud detection, and 
claims handling. These tools help insurers operate more 
efficiently, improve loss selection, and reduce expenses. 
The NAIC has introduced guidance for responsible AI 
use, and insurers that adopt these capabilities sooner 
may maintain lower expense ratios and stronger 
competitive positioning over time. 

Peer Comparison: 

To evaluate CNA’s positioning within the mid-cap 
commercial P&C industry, we compared a group of 
close peers across key financial and operating metrics. 
Our comparison includes market cap, net earned 
premiums, the percentage of net income derived from 
investment income, and combined ratio, along with 
additional performance indicators not shown in the table 
below. 

Source: FactSet, Company Annual Reports 

Financial Metrics: 

Comp 
Market 
Cap 
($B) 

Net 
Earned 
Premiums 

% NI from 
Investment 
Income 

Combined 
Ratio 
(2024) 

RLI 5.80 1.53B 41.2% 86.2% 
KNSL 9.06 1.35B 36.24% 76.4% 
DFY 8.51 3.54B 48.4% 94.5% 
ORI 10.76 7.31B 78.9% 92.7% 
THG 6.54 5.91B 5.9% 94.8% 
HSX 4.85 4.81B 8.2% 89.2% 
ERIE 13.38 3.37B 9.1% 110.4% 
L 21.54 10.21B 17.1% 94.9% 
MKL 25.76 8.43B 33.5% 94.3% 
CNA 12.39 10.21B 17.37% 94.9% 
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Across mid-cap P&C insurers, CNA sits near the middle 
of the group in terms of market cap, which is consistent 
with its role as a steady, commercially oriented 
insurance company. CNA’s $10.21 billion in net earned 
premiums places it on the higher end of the operating 
peer group, close to companies like THG and Old 
Republic. Its 17.37% of net income coming from 
investment income is similar to most peers and shows 
that both underwriting results and investment returns 
contribute meaningfully to its overall earnings. 

While Loews (L) is included in the table, we do not treat 
it as a true peer because Loews owns roughly 90% of 
CNA and reports CNA’s results within its own 
financials. Therefore, our comparisons focus on 
independent insurers. Within that group, CNA shows a 
competitive premium scale and a fairly balanced 
earnings profile. 

Operating Metrics: 

Underwriting performance is one of the key ways P&C 
insurers are evaluated. CNA posted a 94.9% combined 
ratio in 2024, which is almost identical to Hanover 
(94.8%) and close to most traditional commercial 
carriers in the peer group. CNA also performed better 
than some peers, such as Definity (94.5%) and 
especially Erie (110.4%), which struggled with elevated 
catastrophe losses. Overall, CNA’s underwriting results 
look solid given the challenging environment of higher 
inflation and more frequent severe weather events. 

The strongest underwriting performers in the group are 
Kinsale (76.4%) and RLI (86.2%), but both operate in 
niche specialty markets where underwriting discipline 
and limited exposure to personal lines help drive 
stronger ratios. CNA, on the other hand, writes a 
broader commercial portfolio across multiple lines, 
which naturally exposes it to industry pricing cycles but 
also gives it more scale. While it is not a standout 
outperformer, CNA’s underwriting results compare 
well with most traditional commercial carriers and have 
remained steady in recent years. 

Paired with its large premium base and consistent 
investment income, CNA comes across as a balanced 
competitor—less volatile than specialty-focused peers 
and more stable than companies that rely heavily on 
investment gains. 

Net Earned Premiums: 

Net earned premiums remain CNA’s largest revenue 
driver, consistently accounting for around 70 percent of 
total revenue. The company’s premium base has shown 
stable and reliable growth over the last decade, 
increasing from $6.9 billion in 2015 to $9.48 billion in 
2023. Looking forward, our projections show continued 
momentum driven primarily by CNA’s property and 
casualty (P&C) segment. 

The P&C business represents the majority of CNA’s 
earned premiums and has demonstrated sustained 
strength, rising from $6.37 billion in 2015 to an 
estimated $9.73 billion in 2024, with growth extending 
to $14.52 billion by 2034. This steady upward trend 
reflects ongoing rate increases, disciplined 
underwriting, and stable demand across commercial 
insurance lines. Based on this trajectory, we expect 
P&C to remain the primary engine of premium 
expansion over the next decade. 

CNA’s long-term care (LTC) segment, although 
significantly smaller, also shows gradual growth in our 
model. LTC premiums increase from $548 million in 
2015 to an estimated $725 million by 2034. While the 
LTC book continues to evolve and remains a modest 
share of total premiums, its consistent upward 
movement contributes incremental earnings stability 
rather than acting as a drag on growth. 

Overall, our projections indicate that total net earned 
premiums will grow from $9.48 billion in 2023 to 
$15.25 billion by 2034, reflecting a balanced mix of 
rate-driven expansion, stable retention, and disciplined 
underwriting across CNA’s core commercial lines. 

Net Investment Income: 

Net investment income is another important contributor 
to CNA’s overall earnings, making up roughly 17 
percent of total revenue in recent years. CNA generates 
this income through a diversified investment portfolio 
that includes fixed-maturity securities, equities, and 
various alternative investments. Fixed-income 
securities remain the largest component of the portfolio 
and continue to provide a stable foundation of recurring 
returns as the company reinvests cash flows at 
prevailing market yields. 

Valuation Analysis 
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Looking at our projections, net investment income 
increases steadily throughout the forecast period. 
Income rises from $2.26 billion in 2023 to 
approximately $3.71 billion by 2034, reflecting 
consistent reinvestment at higher rates, improving 
portfolio yields, and the gradual expansion of the asset 
base. This upward trend aligns with a more normalized 
interest-rate environment, where reinvestment yields 
remain elevated relative to the pre-pandemic decade. 

Unlike prior years when rate cuts or volatility created 
pressure on fixed income returns, the current trajectory 
supports a more constructive outlook. The growth 
embedded in our model implies a long-term CAGR that 
remains positive over the forecast horizon, though more 
moderate than the rapid improvement seen during 
periods of sharp rate increases. While analysts expect 
stronger investment income growth driven by more 
aggressive return assumptions, our forecast remains 
conservative, reflecting a balanced view on interest-rate 
normalization, credit conditions, and the overall 
stability of CNA’s investment strategy. 

Overall, the sustained rise in net investment income 
enhances CNA’s earnings profile and provides a 
meaningful secondary revenue stream beyond premium 
growth. 

Non-Insurance Warranty Revenue: 

Non-insurance warranty revenue has grown into an 
important part of CNA’s business since it was 
introduced in 2016. This segment includes service 
contracts and warranty programs that cover repairs, 
maintenance, and other support services. Revenue has 
increased rapidly, rising from 390 million in 2016 to 
more than 1.6 billion in 2023. Based on historical 
growth, we project continued expansion, reaching about 
2.16 billion by 2034. Our forecasts reflect the strong 
performance of this segment over the past several years. 
Growth has consistently outpaced CNA’s traditional 
insurance lines, and we expect this momentum to 
continue as warranty products become a more central 
focus for the company. 

Insurance Claims and Policyholders’ Benefits: 

Insurance claims paid are CNA’s largest operating 
expense. We project this expense by applying the 
historical claims-to-premium ratio to each year’s net 
earned premium revenue. As premium revenue 

increases over time, the related claims costs rise in a 
similar pattern. This approach reflects the direct 
relationship between CNA’s growth in written business 
and the level of claims the company is expected to pay. 

Amortization of Deferred Acquisition Costs: 

Amortization of deferred acquisition costs is another 
major expense for CNA. These costs include 
commissions paid to agents, underwriting expenses, and 
other policy acquisition activities. We projected this 
expense by calculating the historical ratio of deferred 
acquisition cost amortization to net earned premium 
revenue and applying the average of that ratio to each 
forecast year, which follows the method used in our 
formula. As premium revenue increases over time, this 
expense rises proportionally based on that historical 
relationship. 

Non-Insurance Warranty Expense: 

Non-insurance warranty expense is the final major 
expense category for CNA. These costs are directly tied 
to the company’s non-insurance warranty revenue and 
represent the expenses associated with providing 
service contracts and extended warranty programs. We 
projected this expense by calculating the historical ratio 
of warranty expense to warranty revenue and then 
applying the average of that ratio to each year’s 
projected revenue, which is reflected in our formula. 
Because we expect strong growth in this segment, the 
related expenses also increase proportionally 
throughout the forecast period. 

Cost of Equity: 

We calculated CNA’s cost of equity to be 6.79 percent 
using the Capital Asset Pricing Model. This estimate is 
based on a risk-free rate of 4.08 percent, a beta of 0.50, 
and an equity risk premium of 5.44 percent. These 
inputs reflect the current yield on 10-year U.S. Treasury 
securities and the long-run geometric equity risk 
premium. The resulting cost of equity is an important 
assumption in our valuation work because it is used as 
the discount rate for projecting future equity returns 
throughout our model. 

Discounted Cash Flow & Economic Profit Analysis: 

Model Valuations 
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The first intrinsic valuation methods we applied were 
the Discounted Cash Flow model and the Economic 
Profit model. Since CNA operates as a financial services 
company, we calculated free cash flow to equity for the 
forecast period and discounted these cash flows using 
our cost of equity of 6.79 percent. After adjusting for the 
Employee Stock Ownership Plan, dividing by shares 
outstanding, and applying the timing adjustment, our 
DCF model produced an implied value of $60.47 per 
share. 

For the Economic Profit model, we calculated equity 
economic profit by multiplying beginning total 
stockholders’ equity by the difference between return on 
equity and the cost of equity. We then discounted each 
year’s economic profit to the present and added it to 
invested capital to estimate total equity value. After 
subtracting the ESOP balance, dividing by shares 
outstanding, and applying the timing adjustment, the EP 
model also produced an implied value of $60.47 per 
share. 

Our continuing value assumptions include a 2.50 
percent continuing growth rate for net income and a 10 
percent continuing value of return on equity. These 
assumptions are more conservative than analyst 
expectations but reflect the long-term growth profile of 
the property and casualty insurance industry. Based on 
the consistency of our results across both intrinsic 
valuation methods and the stability of CNA’s 
underlying revenue drivers, the DCF and EP models 
support our outlook for CNA’s long-term value. 

Dividend Discount Model: 

The Dividend Discount Model (DDM) is an important 
valuation approach for CNA because the company has 
a consistent history of returning capital to shareholders 
through regular dividends. We discounted the projected 
dividends per share for the forecast period using our cost 
of equity of 6.79 percent. We also calculated the 
terminal value by applying our continuing value P/E 
multiple of 17.37 to the continuing value EPS of 3.91. 
This terminal value was then discounted to the present 

to reflect the timing of future cash flows. After summing 
the discounted dividends and the discounted terminal 
value, and applying the partial year timing adjustment, 
our DDM produced an implied price of 59.41 per share. 

Our continuing value EPS is slightly below analyst 
expectations because we project a gradual increase in 
operating costs over the long term. Although our 
assumed P/E multiple is higher than CNA’s current 
trading multiple, it aligns with long-run averages for the 
property and casualty insurance sector. Given CNA’s 
steady earnings profile and consistent dividend 
behavior, the DDM supports a stable long-term 
valuation outcome and reinforces the conclusions 
reached in our DCF and EP models. 

Relative Valuation: 

For our relative valuation, we selected comparable 
companies within the property and casualty insurance 
industry, focusing on firms that operate in similar 
commercial and middle market segments. We excluded 
companies with extreme or inconsistent valuation 
multiples that would distort the analysis. The final 
comparable set included First American Financial, Old 
Republic International, Markel Group, Cincinnati 
Financial, and American International Group. 

Our relative valuation used several multiples, including 
P/E for 2025 and 2026, PEG ratios, price to book value, 
and price to tangible book value. Applying CNA’s 
forward earnings, book value, and tangible book value 
to the average peer multiples resulted in implied values 
across a range of valuation methods. The implied prices 
included 55.88 using the 2025 P/E, 47.15 using the 2026 
P/E, 47.15 using the PEG ratio, 57.48 using price to 
book, and 67.92 using price to tangible book. The 
average of these implied prices is 55.24 per share. 

The relative valuation result is lower than the estimates 
produced by our intrinsic valuation methods. Much of 
this difference is driven by lower forward P/E multiples 
among the comparable companies and higher dispersion 
across book value-based multiples. Because relative 
valuation relies heavily on current market conditions 
and peer pricing, we treat it as a supporting reference 
point rather than a primary driver of our final 
recommendation. Our overall valuation places greater 

Share Price: $60.47 
fhgfhfh62fg;$62.79 

Share Price: $59.41 

Share Price: $55.24 
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weight on the intrinsic models, which more directly 
capture CNA’s long-term earnings profile and 
investment income growth. 

Beta vs. Equity Risk Premium 

The table shows that increasing either beta or the equity 
risk premium reduces CNA’s valuation. At the base case 
of 5.44 percent ERP and 0.50 beta, the valuation is 
59.39. Raising beta from 0.50 to 0.55 lowers the 
valuation from 59.39 to 56.18, a drop of about 5.4 
percent. The ERP has a similar effect. Increasing the 
ERP from 5.44 percent to 5.59 percent reduces the 
valuation from 59.39 to 58.46, a decline of roughly 1.6 
percent. Overall, while both inputs matter, beta changes 
drive larger movements in valuation than the ERP 
adjustments shown in the sensitivity table. 

Beta vs. Risk-Free Rate 

From the table, increasing the risk-free rate lowers 
CNA’s valuation. At a beta of 0.50, the valuation falls 
from 62.86 on a 3.82 percent risk-free rate to 52.78 at 
4.68 percent. In the base case (4.08 percent, 0.50 beta), 
the value is 59.39, and a 0.15 percent increase to 4.23 
percent reduces it to 57.57. Beta shows a similar pattern. 
At the 4.08 percent risk-free rate, raising beta from 0.40 
to 0.70 drops the value from 67.19 to 48.48. Both 
variables clearly influence valuation, but their effects 
remain smaller than changes in the equity risk premium. 

CV Roe vs. Cost of Equity 

CV ROE and the Cost of Equity directly influence 
carrying value in both the DCF and EP models. In the 
sensitivity table, the base case at a 9.12% CV ROE and 
6.79% Cost of Equity produces a valuation of $59.51. 
Increasing the Cost of Equity to 7.24% drops the value 
to $54.38, while increasing CV ROE across the range 
leaves the value essentially unchanged. This shows the 
model is far more sensitive to the discount rate than to 
changes in CV ROE. 

CV EPS Growth vs. Cost of Equity 

The sensitivity results show that valuation is much more 
responsive to changes in the Cost of Equity than to 
changes in CV EPS Growth. At the base case of 2.50% 
CV EPS growth and a 6.79% Cost of Equity, the 
valuation is $59.51. Raising the Cost of Equity to 7.24% 
drops the value to $54.38, while increasing CV EPS 
growth from 2.50% to 2.80% only increases the 
valuation to $60.72. This confirms that discount rate 
assumptions have a larger impact on the carrying value 
than EPS growth adjustments. 

Payout Ratio vs. CV EPS Growth 

The sensitivity table shows that changes in the payout 
ratio have a moderate effect on valuation, while CV EPS 
Growth has a slightly smaller impact. At the base case 
of 2.50% CV EPS growth and a 90% payout ratio, the 

Sensitivity Analysis 
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valuation is $59.48. Increasing the payout ratio to 96% 
raises the value to $60.15, while increasing CV EPS 
growth from 2.50% to 2.80% lifts the valuation to 
$60.68. These results indicate that both assumptions 
influence the carrying value, but neither is as impactful 
as changes to the Cost of Equity in earlier sensitivities. 

CV EPS Growth vs. Dividend Yield 

The model shows a balanced but moderate sensitivity to 
both dividend yield and CV EPS growth. At the base 
case of a 3.94% dividend yield and 2.50% CV EPS 
growth, the valuation is $59.48. Increasing the dividend 
yield to 4.39% lowers the value to $59.25, while 
increasing CV EPS growth to 2.80% raises the value to 
$60.68. Overall, both inputs influence valuation, but the 
effect is modest compared to the larger shifts seen when 
adjusting the Cost of Equity. 

We placed a BUY rating on CNA due to the growth 
opportunities in net earned premiums as well as 
investment income generated. We advise that the 
Krause Fund continue to hold this company in the 
portfolio. 

Conclusion 
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This report was created by students enrolled in the 
Applied Equity Valuation class at the University of 
Iowa. The report was originally created to offer an 
internal investment recommendation for the University 
of Iowa Krause Fund and its advisory board. The report 
also provides potential employers and other interested 
parties an example of the students’ skills, knowledge, 
and abilities. Members of the Krause Fund are not 
registered investment advisors, brokers or officially 
licensed financial professionals. The investment 
advice contained in this report does not represent an 
offer or solicitation to buy or sell any of the securities 
mentioned. Unless otherwise noted, facts and figures 
included in this report are from publicly available 
sources. This report is not a complete compilation of 
data, and its accuracy is not guaranteed. From time to 
time, the University of Iowa, its faculty, staff, students, 
or the Krause Fund may hold a financial interest in the 
companies mentioned in this report. 

Important Disclaimer 
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