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Key Statistics 

STOCK DATA 
CURRENT PRICE:                  $41.59 
52-WEEK RANGE:                    $35.90-50.33 
MARKET CAP (B):                             $11.266 
SHARES OUTSTANDING (M):                271.80 
MODEL BETA:                          0.73 
COST OF EQUITY:                  7.81% 
PE RATIO (TTM):                  12.41X 

FINANCIAL METRICS 
2021 REVENUE (B):                             $11.908 
2021 EPS:                    $4.42 
DIVIDEND YIELD:                  5.46% 
ROE:                    8.26% 
ROA:                    1.80% 
NET INCOME (B):                               $1.202 
COMBINE RATIO (9MO – P&C):                               88.5% 
LOSS RATIO (9MO – P&C):                 57.3% 

Drivers of Thesis: 
Premium Pricing Conditions: Premium pricing 
conditions look optimistic for the next two years due 
to an increase in catastrophe losses. Furthermore, the 
P&C industry has been in a hardening cycle for the 
past two years making for prime conditions for firms to 
build reserves before a transition to a softening cycle. 
The P&C industry should expect to see new business 
creation during the softening period with historically 
high premium prices. 
Investment Conditions Improve: Investment 
conditions are expected to improve as interests rates 
slowly rise in 2022 and 2023. Insurance companies 
heavily invest in fixed income securities and higher 
interest rates will lead to higher bond yields, helping to 
generate more investment income. 
Rebounding Combined and Loss Ratio: Both combined 
and loss ratios improved drastically from 2020 to 2021. 
The combined ratio fell from 102.4% in 2020 to 94.8% 
in 2021. Likewise, the loss ratio fell from 66.9% in 2020 
to 61.7% in 2021. These changes are indications that 
CNA is continuing to move past pandemic conditions 
and regain underwriting profitability. We expect these 
ratios to stay consistent going into 2022 and 2023.  

Investment Thesis 

HOLD 

Thesis Risks: 
Rising Operation and Claim Costs: As inflation 
continues to be high and replacement costs are 
becoming more frequent for insurers, the value of 
each payout CNA makes could outweigh the price of 
premiums in the future. There could be a severe 
change in underwriting capacity, which could cause 
overall written premiums to be less. This would affect 
our model since we have a positive continuing growth 
rate for net earned premiums.  
Negative Revenue Growth: If CNA’s revenue growth 
continues to decline, our valuation will be 
exaggerated, and our target price will not be met. 

Price Projections 

TARGET PRICE:                                        $43-55 
DCF/EP MODEL:                   $52.21 
DDM MODEL:                                 $41.32 
RELATIVE VALUATION (AVG):                         $51.16 

Company Overview 

CNA FINACIAL CORP. OPERATES AS A PROPERTY AND CASUALTY 
INSRUANCE COMPANY. IT OFFERS LINES OF INSURANCE IN SPECIALTY, 
COMMERCIAL, INTERNATIONAL, AND LIFE & GROUP. THE FIRM IS 
HEADQUARTERED OUT OF CHICAGO AND HAS BEEN AROUND SINCE 
1853. THE FIRM DOES BUSINESS IN THE U.S., CANADA, AND EUROPE 
ANDIS ONE OF THE LARGEST PROPERTY & CASUALTY INSURANCE 
COMPANIES IN THE U.S. 



Executive Summary 

CNA Financial Corporation (NYSE: CNA) is a historically 
well-run company that has a long history in the insurance 
industry. Our group of analysts do not see this changing due 
to a variety of variables. CNA has a strategic objective to 
remain a top quartile underwriting company in the property 
and casualty insurance industry. Furthermore, a focus for 
CNA moving forward revolves around risks associated with 
natural catastrophes and climate change.i These risk factors 
are significant to CNA’s enterprise capital model, which is 
a sum of required capital needed for CNA to pay out 
expensive claims for potential catastrophic events. 
Adaptation to new frequent and severe risks will determine 
the success of CNA in the future. Moreover, with their 
ability to maintain corporate social responsibility, and their 
historic reliability, CNA will continue to be a main player 
in the insurance industry.  

Company Description 

CNA is a subsidiary of Loews Corporation founded in 1853. 
Formerly known as Continental Casualty Company (CCC), 
CNA specializes in property and casualty insurance. The 
segments of their property and casualty insurance coverages 
consist of three different operations: Specialty, 
Commercial, and International. The firm is also in control 
of two segments outside the property and casualty insurance 
operations: Life & Group and Corporate & Other. 
Altogether, CNA offers a variety of services including liability 
coverages, risk management coverages, information services, 
warranty, and claims administration. CNA’s operations 
primarily take place in the United States, along with 
international services in Canada and Europe.ii  

Revenue Segment Discussion 

 
Source: CNA 10-K (02/08/2022) 

Special Segment Analysis 

The Specialty segment offers Management & Professional 
Liability, Warranty & Alternative Risks, and Surety, among 
other coverages. iii  Management & Professional Liability 
consists of skilled labor liability coverages for professional 
firms, directors and officers, and fiduciary coverages specific 
to small and mid-cap firms. Furthermore, Management & 
Professional Liability provides insurance products to the 
healthcare industry, covering medical facilities, dentists, 
physicians, hospitals, and other medical professionals. iv 
Within Surety, CNA offers small, medium, and large 
commercial surety bonds. Additionally, CNA provides surety 
and fidelity bonds in all 50 states. In Warranty & Alternative 
Risks, CNA offers insurance products that cover financial 
burdens associated with mechanical breakdown. Coverages 
are primarily for vehicles, electronics, and other consumer 
goods. CNA wholesales these coverages to auto dealers and 
retailers in North America so they can offer these warranties to 
consumers who are looking to buy a new vehicle or consumer 
good. CNA sells these coverages through a network of brokers, 
independent agencies, and general underwriters. For the year 
2021, CNA increased net written premiums by $185 million 
from 2020 and reported loss and combined ratios of 59.1% and 
88.7% respectively. CNA reported loss and combined ratios 
less than 100%, which indicates the firm is currently producing 
higher written premiums than claims and expenses incurred. 
However, in 2022 we expect total net written premiums to 
decrease from $8.175 billion in 2021 to $7.991 billion in 2022 
due to economic and political uncertainty in the U.S. Another 
cause that will decrease Specialty segment revenue is from an 
increase in the federal funds rate to combat inflation. The 
decrease in net written premiums will tighten the spread 
between incurred expenses and claims, and total premiums 
written, in turn pushing the loss and combined ratios above or 
closer to 100%. 

Commercial Segment Analysis 

The Commercial segment specifically works with small 
businesses, middle markets, construction, and other 
commercial customers. Property coverages include 
standard and excess property, marine and boiler, and 
machinery coverages. Casualty coverages consist of 
workers’ compensation, general and product liability, 
commercial auto and umbrella coverages. In the past three 
years, catastrophe losses have jumped roughly 5% 
increasing the loss ratios of the Commercial segment. This, 
in turn, has pushed the combined ratio above 100%. 
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 2021 2020 2019 
Loss Ratio 
(excluding 
catastrophes & 
developments) 

61.0% 60.4% 61.5% 

Catastrophe 
Impacts 10.0% 10.7% 4.9% 

Development 
Impacts 0.5% 0.5% (0.4) 

Loss Ratio 71.5% 71.6% 66.0% 
Source: CNA 10-K (02/08/2022) 

The expense ratio stayed consistent, reporting 31.1%, 
33.0%, and 32.9% for the years 2021, 2020, and 2019. We 
believe this is a signal that the catalyst of abnormal 
combined ratios stems from the increased catastrophe 
losses.v Investors must also note that combined ratios do not 
solely determine profitability. Instead, insurance companies 
like CNA keep premiums competitive by collecting 
investment income. We predict earned premiums to remain 
relatively stable due to the hardening cycle caused by 
Covid-19 and an increase in natural disasters. vi However, 
investment income will likely hurt CNA’s profitability for 
2022 as our forecasted investment income predicts a 
decrease of $473 million. Although returns are down from 
past year, investors should be optimistic as CNA increased 
commercial premiums by $30 million in 2021 (net of quota 
share treaty reinsurance program). Overall, changes in 
investment income and written premiums should become 
more stable in future years as the economy recovers and 
CNA uses net realized losses for tax deductions. 

International Segment Analysis 

For the International segment, CNA writes property and 
casualty coverages for branch operations in Canada, Europe 
(insurance companies based in the U.K. & Luxembourg), and 
Hardy (Lloyd’s syndicate). The Canada branch provides 
coverages specialized in marine, oil and gas, construction, and 
life science industries. Europe provides a wide range of 
coverages including marine, property, financial services, and 
healthcare, and technology. In Hardy, CNA provides 
underwriting in energy, marine, property, casualty, and 
specialty lines through Lloyd’s syndicate 382.vii From a high-
level view, CNA’s breakdown of premium revenue reveals 
only a 9.35% from the International segment, meaning it is less 
significant wholistically when compared to U.S. premium 
revenue. In 2021, the International segment increased net 
written premiums by $140 million and net earned premiums 
by $117 million. However, CNA must account for the 
exchange rates from country to country. After conversion, net 
written premiums equate to $85 million ($55 million 
decrease). Currently (Nov. 18, 2022) the U.S. dollar is $0.04 
weaker than the Euro, meaning premium revenue in Europe 
would slightly benefit CNA’s profits. Additionally, a reduction 

in the loss ratio from 66.9% in 2020 to 61.7% in 2021 was 
caused by decreases in catastrophe losses on an international 
scale. CNA also reported a more optimistic combined ratio at 
94.8% in 2021, down 5.2% from 102.4% in 2020. Overall, we 
forecast the International segment to remain stable, only 
decreasing $21 million in 2022 and $16 million in 2023 before 
increasing by $31 million in 2024. We concluded these 
estimates based on the volatile exchange rates, and the 
geopolitical and economic uncertainty arising from the 
Ukraine War. Since the International segment is such a small 
source of revenue for CNA, our forecasts are relatively 
immaterial when compared to U.S. revenues. 

Life & Group Segment Analysis 

The Life & Group segment comprises CNA’s long-term care 
run-off as well as structured settlement obligations not funded 
by annuities. Additionally, long-term care policies are sold on 
an individual and group basis. Although net premiums are 
rather insignificant at $491 million in 2021, CNA brought in 
$966 million in net investment income making it the second 
highest segment for investment income behind the commercial 
segment.viii Core income in 2021 increased by $117 million. 
However, without the premium deficiency charges in 2020, 
core income would be $106 million meaning the increase was 
not as significant as it is reported. Over the next two years we 
predict the Life & Group sector to decrease net premiums by 
$17 million in 2022 and $14 million in 2023. 

Corporate & Other Segment Analysis 

The Corporate & Other segment is a generalization of 
corporate expenses spanning from corporate debt to 
cybersecurity attacks and anything in between. Losses on 
Corporate & Other increased by $90 million due to expenses 
related a cybersecurity attack in March of 2021, an after-tax 
loss, and higher unfavorable net loss reserve deployments. The 
Corporate & Other segment is the smallest of all segments 
carrying little weight in influence. Since the segment is so 
small, we forecasted a consistent revenue of -$1 million across 
of five years. Fluctuations in Corporate & Other can be very 
inconsistent from year to year so making any rash estimate will 
only create a more inaccurate model. 

 

Industry Description 
As a broad industry, property and casualty insurance is 
dynamic. Examples of coverages within this industry include 
homeowners’, auto, and liability insurance. 

Industry Analysis 



 
Source: Statista 

Over the past five years, the property and casualty insurance 
industry has grown from around $742 billion to an estimated 
$844bn in 2022. ix  There are many notable players in the 
property and casualty insurance industry, with around one-
third of the industry being controlled by the top 25 insurers.x 
In comparison, CNA Financial Corporation is a large property 
and casualty insurance company but has extreme competition 
within the industry.

 
Source: Net Advantage 

 

 

Source: Net Advantage 

Industry Trends 

Technology Advancements 

A common trend in the property and casualty insurance 
industry is the movement to digital operations. Research has 
shown that throughout the past few years, 100% of property 
and casualty insurance carriers have undergone planning to 
prepare for the changes in insurance that technology will 
bring. xi  This includes automation in risk calculation and 
decision-making models. This continues to cause an increase 
in customer expectations for their insurance providers, and we 

believe that the leaders of this industry will be determined by 
the efficient use of technology.   

The most important uses of technology revolve around 
customer service. A breakout in claims technology is 
developing in the property and casualty insurance industry. 
Most insurance carriers are beginning to introduce digital 
claims for their customers, with about 69% of insurance 
carriers offering photo submission features currently.xii Most 
lines of business are offering some sort of submission ability, 
whether it is through a photo, video recording, or live video.  

 
Source: Aon’s Ward Digital Capability and Customer Engagement Survey,  

Technology advancements have also created concerns over 
cybersecurity. Evolving risk over cybersecurity involves 
automated cars, houses, ships, etc., and can result in big losses 
for businesses. As a result, many property and casualty 
insurance companies have ramped up the amount of cyber 
coverage they provide, as direct written premiums for 2021 
had a 75.3% increase from 2020 for this coverage.

 
Source: National Association of Insurance Commissioners 

However, cyber coverage has become a big risk for property 
and casualty insurance companies as security-related losses 
have become more prevalent. xiii  As a result, insurance 
companies have increased premium prices for this coverage, 
which has made it harder for businesses to obtain this cyber 
coverage. We believe the cyber security market is a hard 
market due to the lack of appetite for insurance carriers in this 
space, even though demand is high. As a result, the top eight 
cybersecurity insurers control this market.  
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Source: National Association of Insurance Commissioners 

Social and Demographic Changes 

Being in a consumer-based industry, property and casualty 
insurers see changes in social aspects of their business model. 
Different generations bring on different challenges in the 
insurance industry. A developing trend is that younger people 
are choosing to delay purchasing homes, which has in turn 
decreased demand in homeowner’s insurance. As a substitute, 
these young adults are turning towards cheaper alternatives, 
such as renting an apartment and paying a premium for renters’ 
insurance. As a result, homeowner’s insurance premiums are 
increasing, ultimately making the demand for this coverage 
decrease. 

  
Source: Statista 

This significant millennial increase in renter ideology will 
ultimately decrease the market size of homeowner’s insurance, 
making it harder for companies like CNA to collect earned 
premiums from property coverages. 

Climate Change 

A key trend in increased losses due to natural disasters has 
affected the property and casualty insurance industry. Most 
property and casualty insurers are soon going to have to 
reshape their methods of underwriting and overall business 
models to combat losses from natural disasters.xiv Inadequate 
responses to climate change can be detrimental to property 
and casualty insurance companies, especially those with 
operations primarily in hurricane areas.  

 
Source: Statista 

The effect of greater property and casualty losses from climate 
change involve profitability losses, often causing a company’s 
stock price to fall. In combating climate change losses, 
property and casualty insurance companies are raising 
premiums and capital expenditures for reinsurance. Our group 
believes the challenge of climate change will only increase, 
causing property and casualty insurance companies to modify 
their business approach.  

Peer Comparisons 

Financial Metrics 

Comparatively speaking, our group believes that American 
Financial Group (AFG), Erie Indemnity Co. (ERIE), 
Cincinnati Financial Corp (CINF), Markel Corp (MKL), 
Kinsale Capital Group (KNSL), and First American Financial 
(FAF) are the firms that compare the best to CNA. We have 
listed off the estimated 2022 operating margin, combined ratio, 
and revenue growth rate for each comparable firm.  

Operating margin is a very important metric in terms of 
profitability of a company. It shows how well a company is 
managed and provides an outlook on overall risk of a 
company. A good operating margin varies around 15% for a 
business, which means CNA has an overall average margin at 
10.4%. However, in comparison, CNA’s operating margin 
proved to stack up well against many of their main competitors 
since the company has good experience in efficiency and 
effective marketing tools. Markel Corp and Cincinnati 
Financial Corp fall in with lower operating margins than their 
competitors, which tells our group that CNA is better managed 
in terms of keeping operating expenses down.  

Our group also wanted to focus on industry specific metrics in 
our analysis as well. In terms of insurance operations, the 
combined ratio is the best metric used to measure the financial 
health of a company. Property and casualty insurance 
companies want to see their ratio below 100% because this 
indicates a that the company is making an underwriting profit. 
A ratio above 100% can show detrimental health problems 
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with a company, and it makes it clear that the company is 
paying out more in claims than it is profiting from premiums.xv 
Every competitor to CNA has a combined ratio below 100% 
besides Cincinnati Financial Corp. CNA’s combined ratio is 
95.7%, which is very good, and shows that the company 
continues to be consistently profitable stacking up in 
comparison. Overall, CNA’s operations according to the 
combined ratio have been consistently profitable in 
differentiation to the other companies listed in the table below.  

A final metric our group looked at was revenue growth rate. 
Revenue growth rate will always be an important metric 
because revenue is used by companies for investing and 
expansion. However, it does not tell the whole story all the 
time. For example, CNA has a lower revenue growth of 3.3%, 
which is still good by many standards. This is since CNA has 
reached a consistent revenue growth with their business model 
and has not made many big acquisitions in recent years. 
Markel Corporation, with a revenue growth rate of 21.1%, has 
the second highest growth rate of these companies since they 
have made many acquisitions to their company. Kinsale 
Capital Group Inc. has the highest revenue growth rate because 
they are still a growing company. In terms of industry outlook, 
CNA continues to be in a good spot with their healthy revenue 
growth rate. Our peer comparison metrics are summarized in 
the table below. 

Ticker Operating 
Margin 

Combined 
Ratio 

Revenue 
Growth Rate 

AFG 19.1% 91.1% 4.2% 

KNSL 22.8% 83.6% 39.2% 

CINF -1.2% 103.9% 10.7% 

MKL 2.5% 93.5% 21.1% 

FAF 8.3% 52.8% 2.0% 

CNA 10.4% 95.7% 3.3% 

Source: Bloomberg 

Treasury Yield 

The Treasury yield or yield curve is the effective annual 
interest rate that the U.S. government pays on its debt 
obligations. The yield curve is conveyed as a percentage return 
consumers expect to receive for loaning the government 
money. 

 
Source: Bloomberg 

The interest rates on the treasury yields hold considerable 
influence on insurance companies. As firms generate money 
from earned premiums, they invest that generated revenue in 
the market to help offset future claim expenses. Yields that 
gradually rise tend to help insurance companies because 
portfolio returns also steadily increase. It is important to note 
that this only occurs if rates slowly rise. If rates grow too fast, 
treasury yields on longer bond durations fall behind, creating a 
short-term loss for bondholders. These losses, however, are 
only temporary. As firms begin to purchase new treasury 
securities with smaller durations and more current yields, 
profitable returns start-up again. 

 
Source: CNA 10-K 

As shown from the chart above, CNA allocates 39% of its total 
fair value of investments towards the Life & Group insurance 
line. The other 61% of fair value investments is dealt to 
property and casualty insurance lines. Property and casualty 
has a much shorter duration on its policies as compared to Life 
& Group. This difference is significant because with over half 
of all investments allocated to property and casualty insurance, 
bonds with durations similar in nature need to be sought out. 
The idea behind similar durations is to match bond and 
insurance maturities in hopes that the annual returns from the 
fixed income securities will pay yields that offset claim 
expenses. If CNA invests in bond durations similar to their 
average policy maturities, it is likely they are investing in the 
7-Year Treasury Bill or fixed income securities with even 

Estimated 
Fair Value

Effective 
Duration

Investments 
Supporting 

Life & Group
18,458          9.2            

Other 
Investments 28,915          4.9            

Total 47,373          6.6            

2021
(In millions)

Economic Outlook 



shorter durations. Since the yield curve is currently inverted, 
investors should expect higher returns on short-term securities 
held in CNA’s bond portfolio. 

Investors should know that treasury yields also affect different 
lines of insurance in various ways. For property and casualty 
insurers, inflation effects the costs of claims, and the benefits 
received from rising treasury yields. Normally, as inflation 
rises, bond prices drop. However, the current situation in the 
U.S. market reflects high inflation and treasury yields. Hi 
inflation causes claims on property, automobile, and other 
insurance lines to be costly, weakening investment returns. 
Abnormally high inflation is also causing a predicted raise by 
the FOMC of the federal funds rate again through 2023 at 4.6% 
before coming back down the to 3.9% at the start of 2024.xvi 
While this will help combat inflation, this will also decrease 
the price of bonds held by CNA. Lower bond prices can mean 
that if CNA resells any of their bonds on the open market, they 
will incur realized losses as newly issued bonds will offer 
higher coupon payments. 

Consumer Price Index (CPI) 

The Consumer Price Index (CPI) is a measure used to track 
levels of inflation in the economy. The CPI is an assessment of 
the change in prices of a market basket of consumer goods.xvii 
Furthermore, the CPI can be divided into segments to measure 
the effects of inflation on different commodities. 

 
Source: U.S. Bureau of Labor Statistics 

Inflation possesses considerable influence on insurance 
companies. It affects automobile purchase rates, residential 
construction, and the cost of insurance claims. Insurance 
companies can charge higher premiums to auto owners who 
purchase new versus old cars. This in turn generates more 
profit. Since the FOMC continues raising the Federal funds 
rate, the cost of borrowing also increases. With increased 
borrowing costs, consumers may be discouraged when looking 
to finance the purchase of a new vehicle. Assuming there are 

less new and light truck sales through the end of 2022, CNA’s 
premium earnings will be temporarily hindered.xviii  

 
U.S. Bureau of Economic Analysis 

Borrowing rates for mortgages on homes will also be 
negatively impacted by inflation. With the Fed expected to 
continue raising the Federal funds rate and the U.S. 12-month 
inflation rate chart showing 7.7% inflation, consumers looking 
to buy a home may wait until borrowing rates become more 
reasonable.  

 
U.S. Bureau of Labor Statistics  

A drop in the demand for new homes will lead to a decline in 
homes being built. When construction for new homes declines, 
so does the demand for homeowner’s insurance. A reflection 
of this decline can be seen in the Revenue Decomposition, 
which reveals premium revenue decreases for Specialty, 
Commercial, and International by $92 million, $53 million, 
and $21 million respectively.  

Lastly, inflation greatly affects the claim costs for insurance 
companies. The Producer Price Index (PPI) is currently 
hovering around an all-time high at 269, which is significant 
compared to a value of 130 in 2000. With the cost of building 
material almost double from 2000, insurance companies have 
had to shell-out large sums of money to cover the costs of 
insurance claims. JD Power cited that insurance quotes went 
up 11.8%.xix  Construction costs are not the only cause for 
increasing costs of insurance claims. The current chip shortage 
and increased labor and auto repair costs are also high, causing 
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automobile claims to spike. Since the costs for materials and 
labor have increased, along with large supply chain 
bottlenecks, premium profit margins have declined. Insurance 
companies will need to decide whether it’s more important to 
keep premiums steady or to raise premiums and rely on the 
whole property and casualty insurance market to shift prices 
upward. 

Consumer Confidence Index (CCI) 

The Consumer Confidence Index (CCI) measures how 
optimistic or pessimistic consumers are regarding their 
expected financial situation currently and into the future.xx The 
purpose of the CCI is to gauge consumer spending as there is 
a direct correlation between consumer confidence and 
consumer spending. The CCI is released on the last Tuesday 
of every month and is thought to be regarded as the most 
credible source for gauging the U.S. consumer confidence.xxi 

The CCI is another highly impactful benchmark when looking 
at the economic outlook of the financial services sector. Since 
the CCI measures consumer’s current financial situation and 
investigates their future expectations of the market, the CCI 
will determine how much money will be spent in the future. 
Spending directly affects the Financial Services sector as 
investments, deposits, loans, and insurance policies take place 
when spending is high. 

 
Source: The Conference Board 

 
The U.S. Monthly Consumer Confidence Index fell from 
September to October. Consumer surveys reported the present 
and future situations for business and labor conditions was less 
favorable in October. The CCI surveys conveyed that 17.5% 
of consumers thought business conditions were “good,” down 
from 20.7%. Vice versa, the CCI showed that 24.0% of 
consumers thought business conditions were “bad,” up from 
20.9%. On the labor market side, 45.2% of consumers said 
jobs were “plentiful,” down from 49.2% and 12.7% of 
consumers said jobs where “hard to get,” up from 11.1%.xxii 
Looking at the present situation and expectations chart, it is 
clear consumers still have reservations about the future of the 
U.S. economy. 

 

 
Source: The Conference Board 

The Conference Board also noted declines in short-term 
business conditions, short-term labor market outlook, and 
short-term income. Key drivers for this change in confidence 
came from rising inflation, along with heightening gas and 
food prices.xxiii Decreases in booked vacations also decreased. 
Conversely, intentions to purchase homes, automobiles, and 
large appliances all increased. Until inflation declines, it is 
likely that strong headwinds will hold the CCI down, in turn, 
decreasing profits for the Financial Services sector. 

Real Gross Domestic Product (Real GDP) 

Real GDP is a significant measure for the overall health of the 
economy as well as a determining factor for the outlook on the 
Financial Services sector. Real GDP assesses the value of all 
goods and services produced by an economy each year. The 
major difference between GDP and real GDP is that real GDP 
is adjusted for inflation. It can sometimes be referred to as the 
constant-price GDP or inflation-corrected GDP. xxiv  Usually 
when real GDP is increasing, investors and businesses become 
more likely to invest in the financial markets, increasing the 
growth of firms in the Financial Services sector. Conversely, 
firm growth usually shrinks or becomes stagnant when real 
GDP contracts. 

  
Source: Federal Reserve Economic Data (FRED) 

In the third quarter of 2022, real GDP increased at an annual 
rate of 2.6% which aligns with the average year-over-year real 
GDP growth rate of the U.S. economy. Dating back from 1970 
and onward, the growth rate of the U.S real GDP has been 
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2.7%, ultimately telling that the economy is recovering. 
Additionally, the real GDP for quarter three was improved 
relative to quarter two’s rate of -0.6%. Key drivers for this 
increase were caused by a narrowing trade deficit and 
increased numbers in consumer spending and government 
outlays. 

 
Source: Federal Reserve Economic Data (FRED) 

Since the narrowing trade deficit was a large reason why the 
real GDP increased, it’s important to note that this is a one-off 
occurrence that won’t be repeated in future quarters. 
Concurrently, increases in real GDP will likely be hard to 
sustain due to the one-off occurrence, leading economists to 
believe that a mild recession is on horizon for the first half of 
2023. Another large indicator that a small recession is coming 
is due in part that the jobless claims report is edging higher to 
217,000 from 216,000. xxv  With evident short-term 
uncertainties and false Real GDP growth, the Financial 
Services sector will presumably see slowing growth through 
the end of 2022 and into the first half of 2023.  

Methodology 

Our valuation of CNA Financial Corporation is formed from 
different factors that not only affect CNA, but the entire 
insurance industry. Considering the past economic and 
industry environment, we observed CNA’s historical 
financials for the past ten years. After current and future 
analysis of our company and the industry, we forecasted the 
future financials for our valuation. Finally, after forecasting the 
future financials, we evaluated our company based on the 
discounted cash flow, economic profit, discount dividend, and 
relative valuation models to come to a decision to sell, hold, or 
buy in the CNA stock.  

Revenue Breakdown 

Net Earned Premiums 

CNA Financial Corporation breaks up their revenue between 
earned premiums, investment income, and other revenues. Out 
of these areas of revenue, CNA relies the most on their 

premium revenue. As stated earlier, CNA’s five business 
segments of Specialty, Commercial, International, Life & 
Group, and Corporate & Other make up the entirety of the 
premium revenue. Using year-over-year growth rates and 
current economic events, we forecasted our premiums 
revenues for 2022 - 2026. In 2022 and 2023, we will see 
negative growth rates for all our premium segments. For 
example, CNA’s two biggest segments, Specialty and 
Commercial, each had revenue growth rates of 6.69% and 
6.89% in 2021. In 2022 and 2023, our group predicts these 
segments to have negative growth rates due to increased 
premiums prices, high replacement claim expenses, and 
rapidly increasing natural disasters. From 2024 – 2026, we 
expect year-over-year premiums revenues to rebound for most 
of CNA’s segments due to inflation leveling out and decline in 
replacement costs claims. Our combined average growth rate 
for all segments of net earned premiums is expected to be 
around 0.53% at 2026 and into the future, with the biggest 
growth rate happening in the Specialty and International 
segments.  

Investment Income 

Investment income is essential to the revenues for CNA. 
Overall, CNA invests in stocks, bonds, and several other 
investment assets. This investment income is necessary for the 
operations of CNA, as it allows the company to pool together 
money to offset large claims that might be presented by 
insureds. Fixed maturity securities total about 89% of 
investment income for CNA, by far the largest area of 
investment. Other investment income comes from equity 
securities, limited partnership investments, mortgage loans, 
and other investment income. In order to calculate these 
measures, we first had to find the return on investment (ROI%) 
for each line item. For every line item besides fixed maturity 
securities, we used the average yearly growth rate to find the 
ROI%. In order to calculate fixed maturity securities ROI%, 
we used the 7-year treasury yield of 4.09% multiplied by 0.75 
to get a similar bond yield to CNA’s average bond duration. 
This resulted in a ROI% of 3.37% for fixed maturity securities. 
Finally, in order to get our forecasted investment incomes for 
2022 – 2026, we multiplied our ROI% by the beginning 
invested assets for each year. We believe that equity securities 
will be negative in 2022 but see growth in all other investment 
income.  

Non-Insurance Warranty Revenue 

Non-insurance warranty revenue is also a large portion of 
revenue that we forecasted for our valuation of CNA. This 
revenue is primarily generated from separately priced service 
contracts that provide coverages for mechanical 
breakdown. xxvi  Overall, at about 15% of our total revenue, 
non-insurance warranty revenue is an important part to CNA’s 
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operations. 2017 was the first year that CNA reported non-
insurance warranty revenue. We calculated the forecasted 
values of this revenue by taking the average growth rate from 
2017 – 2021 and multiplying that by the beginning non-
insurance warranty revenue. We estimate a big revenue growth 
from 2022 – 2026 as we believe consumers will be buying 
more goods and services as inflation drops. This will increase 
monthly premiums that CNA charges for mechanical 
breakdown coverage.  

Total Claims, Benefits and Expenses 

Insurance Claims and Policyholders’ Benefits 

Insurance claims paid out and amortization covers about 58% 
of total expenses for CNA. To forecast the insurance claims 
expenses, our group first found the insurance claims paid out 
from 2012-2021 and divided these values by the matching total 
premium revenue for each year. From there, we calculated out 
an average of insurance claims paid out as a percent of total 
premium revenue, getting a 10-year value of -78.78%. We then 
calculated the insurance claims expenses from 2022-2026 by 
taking our average of -78.78% and multiplying it by our 
forecasted earned premiums for that year.  

Amortization of Deferred Acquisition Costs 

To calculate this expense, our group used the same method as 
we did to find insurance claims paid out. We first took 
amortization of deferred acquisition costs as a percentage of 
total premium revenue, getting a 10-year average of -18.62%. 
We then multiplied this average by the total net earned 
premiums for the same year. By 2026, we expect insurance 
claims and amortization of deferred acquisition costs to be 
around 67% of total claims, benefits and expenses for CNA.  

Non-Insurance Warranty Expense 

Other expenses incurred by CNA include non-insurance 
warranty expense. To forecast this expense, we just took the 5-
year average percentage of warranty expense and divided it by 
the total non-insurance warranty revenue for the correlated 
year. We expect this non-insurance warranty expense to 
increase by around 37% from 2022 – 2026 as CNA increases 
premiums earned for mechanical breakdown coverage. We see 
an inverse relationship between non-insurance warranty 
revenue and expense.  

Model Valuations 

Cost of Equity 

Our group used the CAPM model to compute CNA’s cost of 
equity. Our risk-free rate was computed using the 10-year 
treasury rate yield at 4.04%. We next found our equity risk 
premium of 5.17% from the difference between the return on 
the market and the 10-year treasury bonds from the years 
1928-2021. Next, we used Bloomberg to find our raw beta by 
taking the average of the last four years of CNA’s raw beta. 

We settled on a beta of 0.73 and were then able to use the 
CAPM model to compute our cost of equity for our valuation 
models. Using these inputs, we calculated our cost of equity at 
7.81%.  

Discounted Cash Flow & Economic Profit Analysis 

 
 

Our group used both the DCF and EP valuation methods to 
find our implied share price. As a firm in the Financial Services 
sector, our group used the equity economic profit approach to 
our valuations. For the DCF model, we had to first find the free 
cash flow to equity for forecasted years 2022 – 2026. Our 
group then used the free cash flow to equity value from 2026 
to find the continuing value. We then took the present value of 
our free cash flow to equity by discounting it by our cost of 
equity of 7.81%. This resulted in our value of equity, which we 
divided by CNA’s shares outstanding to get the intrinsic value 
of our stock price. We adjusted our stock price to get our 
implied price. For our EP valuation, we first found our equity 
economic profit values from 2022 – 2026, using the 2026 value 
to find our continuing value. We then found our present value 
of economic profit for our forecast years and added them up to 
get our total present value of economic profit. Finally, we 
added our invested capital to this present value to get our value 
of equity and divided it by the shares outstanding. This 
confirmed our implied price of $52.19 for both our DCF and 
EP models. This price is just above CNA’s 52 week high, so 
we believe that with our forecasts, CNA will most likely yield 
consistent returns for the next five years. We believe the DCF 
and EP models are both important forecasts for our valuation 
of CNA. 
 
Dividend Discount Model 

 
 

Our group also used the DDM model to predict another 
implied stock price for our valuation of CNA. This model is 
based on the number of dividends that CNA will be able to pay 
out in the future. CNA has a history of paying out dividends 
and intends on continuing this pattern in the future. We 
forecasted out our dividends per share and calculated our 
future stock price of $39.21. We then discounted the dividends 
per share and stock price to get our discounted cash flows to 
get an intrinsic stock price of $38.66. After adjusting this stock 
price to today’s price, we ended with an implied stock price of 
$41.31. This stock price is very similar to the current stock 
price of CNA, so we believe this stock is valued at the right 
price, which factored into our valuation of our target price.  

Relative Valuation 

When conducting our relative valuation model, we chose what 
we believed were the best competitors with CNA. The 
companies we chose consisted of American Financial Group 
(AFG), Assurant Inc. (AIZ), Cincinnati Financial Corp. 

Share Price: $52.21 

Share Price: $41.32 



(CINF), Markel Corporation (MKL), Old Republic 
International (ORI), and First American Financial (FAF). We 
conducted analysis on the P/E for 2022 and 2023 for each of 
these companies, getting an implied share price of $29.35 in 
2022 and $43.09 in 2023. We excluded other competitors like 
Erie Indemnity Company (ERIE) and Kinsale Capital Group 
(KNSL) since they their P/E for 2022 and 2023 were outliers 
and would affect the overall implied share price. Excluding the 
same companies, we also conducted the P/B (price to book) for 
the rest of CNA’s competitors. We calculated the implied 
share price of $54.36 in 2022 from P/B. The tangible P/B 
implied stock price we calculated came at $102.96, and the P/E 
of 2022 are not a representation of where our target price is. 
However, our group decided that the P/E of 2023 along with 
the P/B were relevant in finding our target price, so we took 
the average of each implied stock price to get $51.16. We 
believe the average of these estimates are around the target 
price we are expecting CNA to be at since CNA is closely 
related to these competitors.  

 

 

Beta vs. Equity Risk Premium 

Our group believed performing a sensitivity analysis on the 
two variables that impact CNA’s cost of equity is important. 
The table below shows how changes in the beta and equity risk 
premium impact the implied share price. As the beta and the 
equity risk premium decrease, the intrinsic value of the stock 
increases. Since CNA’s is an insurance company, and 
therefore valued at equity level, it makes sense to analyze the 
effect beta and equity risk premium have on the share price 
value. This will help determine combinations that decrease the 
cost of equity for CNA which, in turn, decrease invested 
capital, and makes return on equity and equity economic profit 
greater. 

 

Cost of Equity vs. CV Growth Rate of Net Income 

The sensitivity analysis between cost of equity and the 
continuing growth rate of net income shows the two variable’s 
effects on the value of CNA’s stock price. As cost of equity 
decreases and the CV of net income increase, the intrinsic 
value of CNA’s stock price increases. This makes sense as the 
cost of equity hurts the economic profit of a company if its 
ROE is less than the cost of equity. Furthermore, when a 
company’s growth rate is expected to be large in the future the 
stock price jumps up.  

 

Beta vs. Risk-Free Rate 

Analyzing the sensitivity between the risk-free rate and beta 
is an important measure. The risk-free rate is significant in 
this analysis because it affects the market risk premium. 
When the market risk premium is high is make the cost of 
equity high which negatively affects firm cash flows. Beta 
also plays a key role in this analysis because it measures the 
undiversifiable risk of a firm. As shown from the sensitivity 
table, when CNA’s beta and risk-free rates are low, the 
firms stock price increases. In other words, when the firms 
has low systematic risk and a low risk-free threshold, the 
firms cost of equity decreases, increasing equity economic 
profit and return on equity. 

 

Equity Risk Premium vs. Risk-Free Rate 

A sensitivity analysis of equity risk premium and risk-free 
rate are central components to insurance companies who are 
valued at the equity level. The equity risk premium 
represents the excess return investors expect over the risk-
free rate. When the equity risk premium is high, an increase 
in separation between the risk-free rate and the equity risk 
premium occurs, causing the beta to multiply a larger 
market risk premium. Bigger market risk premiums lead to 
higher cost of equity which negatively impacts the equity 
economic profit and return on equity. 

 

CV ROI% Fixed Maturity Securities vs CV ROI% Other 
Investment Income 

The CV ROI% for fixed maturity securities and the CV 
ROI% on investment income is a purposeful measure for 
CNA as it’s an insurance company with roughly 79% of its 
investment revenue stemming from fixed income. The chart 
below shows this significance through various 
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combinations of the two variables. As the CV ROI% on 
fixed income increases from 4.57% to 5.17% the stock price 
increases from $46.94 to $56.92, a $9.93 difference. 
Conversely, when the CV ROI% of other investment 
income increases from 0.14% to 0.74% the stock price only 
increases from $46.94 to $47.45, a $0.51 difference. These 
differences make sense as the fixed income securities carry 
a much larger weight in the portfolio. CNA stock becomes 
more volatile when return changes in fixed income occur.  

 

CV Specialty Premium Growth vs. CV Commercial 
Premium Growth 

Like the measure of fixed income and other investment 
income, different lines of insurance have different premium 
revenues. For CNA, it’s Commercial segment earns roughly 
$500 million more than its Specialty segment. Furthermore, 
combining Commercial and Specialty segments together, 
the two lines of insurance earn 81% of all premium revenue. 
Noting the significance of the two segments, we believe too 
much growth in already saturated segments can make total 
claim expense more severe and frequent, ultimately 
decreasing the price as growth rates increase. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 
 

This report was created by students enrolled in the Security 
Analysis (6F:112) 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. 
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CNA Financial Corporation
Revenue Decomposition
Fiscal Years Ending Dec. 31 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E CV 2026E
Net Earned Premiums:

Specialty 2898 2795 2838 2782 2743 2712 2732 2773 2883 3076 2984 2939 2968 2998 3028
Commercial  3,306              3,004              2,906              2,788              2,840              2,881              3,050              3,162              3,323              3,552              3,499        3,464        3,516           3,566              3,599           
International 120 916 913 804 806 857 1001 974 940 1057 1036 1020 1051 1075 1098
Life & Group 560                 559                 556                 548                 536                 539                 530                 520                 504                 491                 474            460           448               438                 432               
Corporate & Other (2)                    (3)                    (1)                    (1)                    (1)                    (1)                    (1)                    (1)                    (1)                    (1)                    (1)               (1)               (1)                  (1)                    (1)                  
Total Earned Premiums 6,882              7,278              7,212              6,921              6,924              6,988              7,312              7,428              7,649              8,175              7,991        7,881        7,981           8,076              8,156           

Investment Income:
Fixed maturity securities 2,022              1,998              1,803              1,751              1,819              1,812              1,795              1,817              1,728              1,707              1,494        1,924        2,053           2,193              2,207           
Equity Securities 12                   12                   12                   12                   10                   12                   18                   85                   65                   83                   (207)           86              90                 94                   99                 
Limited Partnership Investments 251                 451                 263                 92                   155                 207                 (22)                  180                 121                 362                 344            168           123               111                 101               
Mortgage Loans 17                   23                   31                   33                   41                   34                   50                   51                   57                   61                   44              52              61                 71                   84                 
Trading Portfolio 24                   17                   10                   8                      10                   12                   7                      9                      18                   9                      9                 9                9                    9                      9                    
Other Investment Income 12                   5                      6                      7                      12                   16                   30                   39                   10                   1                      69              74              38                 20                   10                 
Investment Expense (56)                  (56)                  (58)                  (63)                  (59)                  (59)                  (61)                  (63)                  (64)                  (64)                  (68)             (72)            (75)                (77)                  (79)                
Net Investment Income 2,282              2,450              2,067              1,839              1,990              2,035              1,817              2,113              1,935              2,160              1,686        2,241        2,298           2,421              2,430           
Non-insurance warranty revenue -                  -                  -                  -                  -                  390                 1,007              1,161              1,252              1,430              1,608        1,808        2,033           2,286              2,571           
Other Revenues 320                 361                 356                 407                 404                 37                   50                   31                   26                   24                   22              19              17                 16                   14                 
Net Investment Gains (Losses) 63                   31                   57                   (67)                  50                   93                   (52)                  29                   (54)                  120                 109            99              90                 82                   74                 

Total Revenues 9,547              10,120           9,692              9,100              9,368              9,543              10,135           10,762           10,808           11,909           11,416      12,049     12,420         12,880           13,245         
Net Earned Premium YOY Growth Rate:

Specialty 3.65% -3.55% 1.54% -1.97% -1.40% -1.13% 0.74% 1.50% 3.97% 6.69% -3.00% -1.51% 1.00% 1.01% 1.01%
Commerical 2.04% -9.13% -3.26% -4.06% 1.87% 1.44% 5.87% 3.67% 5.09% 6.89% -1.50% -1.00% 1.50% 1.44% 0.93%
International -                  663.33% -0.33% -11.94% 0.25% 6.33% 16.80% -2.70% -3.49% 12.45% -2.00% -1.51% 3.00% 2.26% 2.17%
Life & Group -1.58% -0.18% -0.54% -1.44% -2.19% 0.56% -1.67% -1.89% -3.08% -2.58% -3.50% -2.99% -2.55% -2.18% -1.44%
Corporate and Other 0.00% 50.00% -66.67% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Return on Investment:
Fixed maturity securities 5.06% 4.69% 4.37% 4.30% 4.60% 4.43% 4.33% 4.59% 4.09% 3.82% 3.37% 4.31% 4.58% 4.86% 4.87%
Equity Securities 3.95% 4.82% 6.49% 5.41% 5.08% 10.91% 2.59% 10.90% 7.51% 8.37% -20.00% 7.97% 7.97% 7.97% 7.97%
Limited Partnership Investments 11.18% 18.32% 9.67% 3.13% 6.08% 8.73% -0.93% 9.08% 6.91% 22.36% 18.50% 9.25% 6.94% 6.46% 6.02%
Mortgage Loans 7.26% 5.74% 6.10% 5.61% 6.05% 5.75% 5.96% 6.08% 5.73% 5.71% 4.57% 4.80% 5.04% 5.29% 5.55%
Other Investment Income 0.73% 0.26% 0.41% 0.40% 0.70% 1.11% 2.03% 2.91% 0.52% 0.05% 3.32% 3.49% 1.74% 0.87% 0.44%
Total Investment 5.14% 5.14% 4.48% 3.98% 4.45% 4.48% 3.88% 4.75% 4.05% 4.29% 3.35% 4.42% 4.49% 4.69% 4.67%

Asset Amount Invested:
Fixed maturity securities 42,633           41,233           40,768           39,572           40,905           41,487           39,546           42,207           44,631           44,380           44,611      44,842     45,076         45,310           45,545         
Equity Securities 249                 185                 222                 197                 110                 695                 780                 865                 992                 1,035              1,079        1,127        1,181           1,240              1,305           
Limited Partnership Investments 2,462              2,720              2,937              2,548              2,371              2,369              1,982              1,752              1,619              1,859              1,812        1,767        1,723           1,680              1,638           
Mortgage Loans 401                 508                 588                 678                 591                 839                 839                 994                 1,068              973                 1,085        1,211        1,350           1,506              1,680           
Other Investment Income 1,891              1,461              1,747              1,704              1,443              1,480              1,339              1,926              1,983              2,081              2,136        2,193        2,251           2,310              2,372           
Total Investments 47,636           46,107           46,262           44,699           45,420           46,870           44,486           47,744           50,293           50,328           50,724      51,140     51,580         52,046           52,539         



CNA Financial Corporation
Income Statement (1.00)           
Fiscal Years Ending Dec. 31 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
Revenue:

Total revenues           9,547            9,932            9,692            9,101            9,366            9,542         10,134         10,767         10,808         11,908         11,416         12,049         12,420         12,880         13,245 

Net earned premiums           6,882            7,271            7,212            6,921            6,924            6,988            7,312            7,428            7,649            8,175            7,991            7,881            7,981            8,076            8,156 
Net investment income           2,282            2,282            2,067            1,840            1,988            2,034            1,817            2,118            1,935            2,159            1,686            2,241            2,298            2,421            2,430 
Net realized investment losses / gains:                 63                (76)                 57                (67)                 50                 93                (52)                 29                (54)               120               109                 99                 90                 82                 74 
Non-insurance warranty revenue -              96                -              -              -              -              1,007          1,161          1,252          1,430          1,608          1,808          2,033          2,286          2,571          
Other revenues excluding non-insurance warranty revenue 320             359             356             407             404             427             50                31                26                24                22                19                17                16                14                

Expenses:
Total claims, benefits and expenses (8,675)        (8,800)        (8,485)        (8,552)        (8,229)        (8,232)        (9,170)        (9,544)        (9,987)        (10,424)      (10,658)      (10,800)      (11,127)      (11,483)      (11,837)      

Insurance claims and policyholders' benefits (5,896)        (5,947)         (5,591)         (5,384)         (5,283)         (5,310)         (5,572)         (5,806)         (6,170)         (6,349)         (6,206)         (6,121)         (6,199)         (6,272)         (6,334)         
Amortization of deferred acquisition costs (1,274)        (1,362)         (1,317)         (1,540)         (1,235)         (1,233)         (1,335)         (1,383)         (1,410)         (1,443)         (1,488)         (1,467)         (1,486)         (1,504)         (1,519)         
Non-insurance warranty expense -              -              -              -              -              -              (923)            (1,082)         (1,159)         (1,328)         (1,489)         (1,674)         (1,882)         (2,117)         (2,380)         
Other operating expenses excluding non-insurance warranty expense (1,335)        (1,325)         (1,394)         (1,473)         (1,552)         (1,528)         (1,202)         (1,142)         (1,126)         (1,191)         (1,349)         (1,410)         (1,432)         (1,462)         (1,474)         
Interest Expense (170)            (166)            (183)            (155)            (159)            (161)            (138)            (131)            (122)            (112)            (127)            (128)            (129)            (129)            (130)            

Income / loss before income tax 872             1,313          1,207          549             1,137          1,310          964             1,223          821             1,484          758             1,249          1,293          1,397          1,408          
Income tax benefit / expense (244)            (376)            (516)            (70)              (278)            (411)            (151)            (223)            (131)            (282)            (167)            (276)            (285)            (308)            (311)            

Income / loss from discontinued operations, net of income tax expense / benefit - - (197)            - - - - - - - - - - - -
Net income / loss 628             937             691             479             859             899             813             1,000          690             1,202          591             973             1,007          1,088          1,097          
Basic EPS 2.33            3.48            2.56            1.77            3.18            3.32            2.99            3.68            2.54            4.42            2.17            3.58            3.71            4.00            4.04            
Average Shares Outstanding 269.40       269.70        269.90        270.20        270.40        271.10        271.50        271.60        271.60        271.80        271.80        271.80        271.80        271.80        271.80        
Dividends Per Share 0.60            0.80            2.00            3.00            3.00            3.10            3.30            3.40            3.48            2.27            1.90            3.13            3.24            3.50            3.53            



CNA Financial Corporation
Balance Sheet

Fiscal Years Ending Dec. 31 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
Assets:

Total assets 57,156                 60,918         59,522        59,371        58,931        58,977        60,427        60,899        65,052        68,683        66,639        68,492            69,442          70,426          71,412          72,291          
Investments:

Fixed maturity securities at fair value 39,937                 42,633         41,233         40,768         39,572         40,905         41,487         39,546         42,207         44,631         44,380                      44,611            44,842            45,076            45,310            45,545 
Equity securities at fair value 304                      249               185              222              197              110              695              780              865              992              1,035                          1,079              1,127              1,181              1,240              1,305 
Limited partnership investments 2,245                   2,462            2,720           2,937           2,548           2,371           2,369           1,982           1,752           1,619           1,859                          1,812              1,767              1,723              1,680              1,638 
Mortgage loans 234                      401               508              588              678              591              839              839              994              1,068           973                             1,085              1,211              1,350              1,506              1,680 
Other invested assets 1,653                   1,891            1,461           1,747           1,704           1,443           1,480           1,339           1,926           1,983           2,081           2,136        2,193      2,251      2,310      2,372      

Total investments 44,373                 47,636         46,107        48,009        46,403        46,863        48,350        45,825        49,670        52,276        52,409        50,723            51,140          51,580          52,046          52,539          
Cash 75                        156               195              190              387              271              355              310              242              419              536              3,241               3,556            3,692            3,776            3,741            
Reinsurance receivables 6,001                   6,158            6,017           4,694           4,453           4,416           4,261           4,426           4,179           4,457           5,463           4,774               4,708            4,768            4,824            4,872            
Insurance receivables 1,614                   1,882            1,979           1,936           2,078           2,209           2,292           2,323           2,449           2,607           2,945           2,746               2,708            2,742            2,775            2,802            
Accrued investment income 436                      434               443              405              404              405              411              391              395              380              377              329                  437                448                472                474                
Deferred acquisition costs 658                      598               624              600              598              600              634              633              662              708              737              720                  710                720                728                735                
Deferred income taxes 378                      93                 220              191              638              379              137              392              199              66                142              144                  147                150                153                156                
Property & equipment,net 309                      326               304              295              343              310              326              324              282              252              226              230                  199                169                139                110                
Goodwill 139                      154               155              152              150              145              148              146              147              148              148              148                  148                148                148                148                
Deferred non-insurance warranty acquisition expense -                       -                -               -               -               -               -               2,513           2,840           3,068           3,476           3,605               3,882            4,179            4,499            4,844            
Other assets 779                      1,085            1,150           841              1,297           1,078           1,133           1,208           1,473           1,628           2,261           1,832               1,807            1,830            1,851            1,870            

Total assets 57,156                 60,918         59,522        59,371        58,931        58,977        60,427        60,899        65,052        68,683        66,639        68,492            69,442          70,426          71,412          72,291          
Liabilities:

Insurance Reserves:
Claim & claim adjustment expenses 24,303                 24,763         24,089         23,271         22,663         22,343         22,004         21,984         21,720         22,706         24,174         24,754             25,239          25,603          25,955          26,231          
Unearned premiums 3,250                   3,610            3,718           3,592           3,671           3,762           4,029           4,183           4,583           5,119           5,761           5,489               5,414            5,483            5,548            5,603            
Future policy benefits 9,810                   11,475         10,471         9,490           10,152         10,326         11,179         10,597         12,311         13,318         13,236         13,554             13,819          14,018          14,211          14,362          
Policyholders' funds 259                      233               116              27                -               -               -               -               -               -               -               -                   -                 -                 -                 -                 

Short term debt 83                        13                 549              -               350              -               150              -               -               -               -               364                  359                363                368                371                
Long term debt 2,525                   2,557            2,011           2,559           2,212           2,710           2,708           2,680           2,679           2,776           2,779           3,144               3,064            3,055            3,043            3,027            
Deferred non-insurance warranty revenue - - - - - - - 3,402           3,779           4,023           4,503           4,557               4,748            4,947            5,154            5,371            
Other liabilities 2,975                   3,557            3,589           3,833           4,243           4,123           4,253           3,089           3,325           3,377           3,377           3,748               3,794            3,827            3,867            3,924            

Total liabilities 43,466                 46,208         44,543        42,772        43,291        43,264        44,323        45,935        48,397        51,319        53,830        55,610            56,438          57,296          58,146          58,889          
Stockholder's Equity:

Common Equity 2,829                   2,829            2,828           2,834           2,836           2,856           2,858           2,875           2,886           2,894           2,898                          2,898              2,898              2,898              2,898              2,898 
Retained earnings (accumulated deficit) 8,382                   8,774            9,495           9,645           9,313           9,359           9,414           9,277           9,348           9,081           9,663                          9,737              9,858              9,984            10,120            10,257 
Accumulated other comprehensive income (loss) 470                      831               442              400              (315)             (173)             32                (878)             51                803              320                                 320                 320                 320                 320                 320 
Treasury stock, at cost (102)                     (99)                (91)               (84)               (78)               (73)               (60)               (57)               (70)               (71)               (72)                                  (72)                  (72)                  (72)                  (72)                  (72)
Notes receivable for the issuance of common stock (22)                       (21)                (23)               (1)                 - - - - - - - - - - - -

Total stockholders' equity 11,557                 12,314         12,651        12,794        11,756        11,969        12,244        11,217        12,215        12,707        12,809        12,883            13,004          13,130          13,266          13,403          



CNA Financial Corporation
Historical Cash Flow Statement
Fiscal Years Ending Dec. 31 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Cash Flows from Operating Activities

Net income 628              628              937              691              479              859              899              813              1,000            690                1,202            
Adjustment to reconcile net income to net cash flows provided by operating activities:

Loss from discontinued operations 1                  -                   -                   -                   -                   -                   -                   -                   -                     -                     -                     
Loss on disposal of property and equipment 9                  4                  -                   -                   -                   -                   -                   -                   -                     -                     -                     
Loss on sale of subsidiaries -                   -                   -                   251              -                   -                   -                   -                   -                     -                     -                     
Deferred income tax expense (benefit) 188              147              77                3                  (150)            136              168              (20)              (46)                (49)                47                  
Trading portfolio activity 1                  (23)              (10)              16                17                (9)                9                  -                   (16)                (5)                   20                  
Net investment (gains) losses 2                  (63)              (31)              (60)              67                (50)              (93)              52                (29)                54                  (120)              
Equity method investees 97                (89)              (323)            83                195              238              84                330              11                  (8)                   (127)              
Net amortization of investments (64)              (55)              (24)              3                  17                (27)              (40)              (70)              (89)                (67)                (81)                
Depreciation and amortization 79                125              101              83                84                77                88                79                68                  60                  54                  
Changes in:

Receivables, net 1,020          49                44                731              82                (130)            92                (229)            137                (409)              (1,358)           
Accrued investment income (17)              4                  (9)                -                   (1)                (3)                (4)                19                (3)                   16                  3                    
Deferred acquisition costs (1)                (16)              2                  44                311              (8)                (24)              (6)                (26)                (43)                (30)                
Insurance reserves (237)            430              (68)              (363)            241              237              22                482              358                1,681             2,463             
Other assets 175              144              (27)              (48)              (79)              (95)              (158)            (192)            -                     -                     -                     
Other liabilities (187)            (49)              525              (48)              126              162              173              (98)              -                     -                     -                     

Other, net 10                14                10                54                (2)                29                38                67                (225)              (145)              (76)                
Net cash flows provided by operating activities 1,702          1,250          1,204          1,440          1,387          1,416          1,254          1,227          1,140            1,775            1,997            
Cash Flows from Investing Activities

Dispositions:
Fixed maturity securities - sales 7,579          6,123          6,869          4,914          4,390          5,328          5,438          8,408          5,842             5,904             3,816             
Fixed maturity securities - maturities, calls, and redemptions 3,055          3,699          3,271          3,983          4,095          3,219          3,641          2,370          2,997             3,760             4,464             
Equtiy securities 178              86                103              31                57                81                46                89                214                355                316                
Limited partnerships 57                165              108              167              174              290              192              343              479                373                246                
Mortgage loans 2                  7                  22                57                26                207              26                128              143                74                  190                

Purchases:
Fixed maturity securities (12,168)       (10,299)       (11,197)       (9,365)         (8,675)         (9,827)         (9,065)         (10,785)       (8,661)           (10,269)         (9,307)           
Equtiy securities (72)              (54)              (77)              (67)              (62)              -                   (166)            (258)            (186)              (452)              (304)              
Limited partnerships (215)            (228)            (223)            (271)            (188)            (252)            (171)            (419)            (198)              (224)              (440)              
Mortgage loans (149)            (174)            (129)            (137)            (123)            (120)            (274)            (128)            (298)              (172)              (95)                

Changes in other investments 17                22                (22)              15                4                  7                  (3)                (12)              (11)                (8)                   (6)                   
Changes in short term investments 566              (7)                425              (388)            34                258              (6)                168              (535)              (39)                (83)                
Capital Expenditures 87                (290)            (59)              (71)              (125)            (39)              (102)            (99)              (26)                (23)                (26)                
Proceeds from sale of subsidaries -                   -                   -                   198              -                   -                   - -                   -                     -                     -                     
Other, net 1                  16                11                16                21                2                  20                18                15                  16                  1                    

Net cash flows used by investing activities (1,062)         (934)            (898)            (918)            (372)            (846)            (424)            (177)            (225)              (705)              (1,228)           
Cash Flows from Financing Activities

Acquisition of CAN Surtey noncontrolling interest (475)            -                   -                   -                   -                   -                   -                   -                   -                     -                     -                     
Dividends paid to common stockholders (108)            (162)            (216)            (541)            (811)            (813)            (842)            (896)            (929)              (950)              (621)              
Proceeds from the issuance of debt 396              -                   -                   546              -                   498              496              -                   496                495                -                     
Repayment of debt (451)            (70)              (13)              (549)            -                   (398)            (391)            (180)            (520)              (419)              -                     
Purchase of treasury stock -                   -                   -                   -                   -                   -                   -                   -                   (23)                (18)                (18)                
Stock options exercised 2                  1                  2                  -                   -                   -                   -                   -                   -                     -                     -                     
Other, net (8)                (8)                (37)              25                4                  -                   (18)              (9)                (12)                (10)                (9)                   

Net cash flows used by financing activities (644)            (239)            (264)            (519)            (807)            (673)            (755)            (1,085)         (988)              (902)              (648)              
Effect of foreign exchange rate changes on cash -                   4                  (3)                (8)                (11)              (13)              9                  (10)              5                    9                    (4)                   
Net change in cash (2)                81                39                (5)                197              (116)            84                (45)              (68)                177                117                
Cash, beginning of year 77                75                156              195              190              387              271              355              310                242                419                
Cash, end of period 75                156              195              190              387              271              355              310              242                419                536                



CNA Financial Corporation
Forecasted Cash Flow Statement
Fiscal Years Ending Dec. 31 2022E 2023E 2024E 2025E 2026E
Cash Flows From Operating Activities
Net Income                  591                  973              1,007              1,088              1,097 
Adjustments to reconcile net income to net cash:

Provided by operating activities:
Reinsurance receivables 689                66                  (60)                 (56)                 (48)                 
Insurance receivables 199                38                  (34)                 (32)                 (28)                 
Deferred income taxes (2)                   (3)                   (3)                   (3)                   (3)                   
Deferred non-insurance warranty acquisition expense (129)               (276)               (297)               (320)               (345)               
Other assets 429                25                  (23)                 (22)                 (18)                 
Claim & claim adjustment expenses 580                485                364                352                276                
Unearned premiums (272)               (75)                 69                  65                  55                  
Future policy benefits 318                266                199                193                151                
Deferred non-insurance warranty revenue 54                  191                199                207                216                
Other liabilities 371                46                  33                  40                  57                  

Change In Operating Revenues 2828 1735 1453 1512 1410

Cash Flows From Investing Activties
Fixed maturity securities at fair value (231)               (232)               (233)               (234)               (235)               
Equity Securities at fair value (44)                 (48)                 (53)                 (59)                 (65)                 
Other invested assets (55)                 (57)                 (58)                 (60)                 (61)                 
Limited partnership investment 47                  45                  44                  43                  42                  
Mortgage Loans (112)               (125)               (140)               (156)               (174)               
Accrued investment income 48                  (108)               (11)                 (24)                 (2)                   
Deferred acquisition costs 17                  10                  (9)                   (9)                   (7)                   
Property & equipment,net (4)                   31                  30                  30                  30                  

Change in Investing Activities -335 -484 -430 -468 -473

Cash Flows From Financing Activities
Total Dividends (517)               (852)               (882)               (953)               (960)               
Short term debt 364                (5)                   5                     4                     4                     
Long term debt 365                (80)                 (10)                 (12)                 (16)                 

Change in Financing Activities 212                (937)              (887)              (960)              (972)              

Change in Cash 2,705            315                136                84                  (35)                 
Beg. Cash 536                3,241            3,556            3,692            3,776            
End Cash 3,241            3,556            3,692            3,776            3,741            



CNA Financial Corporation
Common Size Income Statement
Fiscal Years Ending Dec. 31 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
Revenue:

Total Revenues 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Net earned premiums 72.09% 73.21% 74.41% 76.05% 73.93% 73.23% 72.15% 68.99% 70.77% 68.65% 70.00% 65.41% 64.26% 62.70% 61.58%
Net investment income 23.90% 22.98% 21.33% 20.22% 21.23% 21.32% 17.93% 19.67% 17.90% 18.13% 14.77% 18.60% 18.51% 18.79% 18.34%
Other net realized investment losses / gains 0.66% -0.77% 0.59% -0.74% 0.53% 0.97% -0.51% 0.27% -0.50% 1.01% 0.95% 0.82% 0.72% 0.63% 0.56%
Non-insurance warranty revenue 0.00% 0.97% 0.00% 0.00% 0.00% 0.00% 9.94% 10.78% 11.58% 12.01% 14.09% 15.01% 16.37% 17.75% 19.41%
Other revenues excluding non-insurance warranty revenue 3.35% 3.61% 3.67% 4.47% 4.31% 4.47% 0.49% 0.29% 0.24% 0.20% 0.19% 0.16% 0.14% 0.12% 0.11%

Expenses:
Total claims, Benefits and Expenses 90.87% 88.60% 87.55% 93.97% 87.86% 86.27% 90.49% 88.64% 92.40% 87.54% 93.36% 89.64% 89.59% 89.16% 89.37%

Insurance claims and policyholders' benefits 61.76% 59.88% 57.69% 59.16% 56.41% 55.65% 54.98% 53.92% 57.09% 53.32% 54.36% 50.80% 49.91% 48.69% 47.83%
Amortization of deferred acquisition costs 13.34% 13.71% 13.59% 16.92% 13.19% 12.92% 13.17% 12.84% 13.05% 12.12% 13.03% 12.18% 11.97% 11.67% 11.47%
Non-insurance warranty expense 9.11% 10.05% 10.72% 11.15% 13.04% 13.89% 15.16% 16.43% 17.97%
Other operating expenses excluding non-insurance warranty expense 13.98% 13.34% 14.38% 16.19% 16.57% 16.01% 11.86% 10.61% 10.42% 10.00% 11.81% 11.70% 11.53% 11.35% 11.13%
Interest 1.78% 1.67% 1.89% 1.70% 1.70% 1.69% 1.36% 1.22% 1.13% 0.94% 1.11% 1.06% 1.04% 1.01% 0.98%

Income / loss before income tax 9.13% 13.22% 12.45% 6.03% 12.14% 13.73% 9.51% 11.36% 7.60% 12.46% 6.64% 10.36% 10.41% 10.84% 10.63%
Income tax benefit / expense -2.56% -3.79% -5.32% -0.77% -2.97% -4.31% -1.49% -2.07% -1.21% -2.37% -1.47% -2.29% -2.30% -2.39% -2.35%
Income / loss from discontinued operations, net of income tax expense / benefit -2.03%

Net income / loss 6.58% 9.43% 7.13% 5.26% 9.17% 9.42% 8.02% 9.29% 6.38% 10.09% 5.18% 8.08% 8.11% 8.45% 8.28%



CNA Financial Corporation
Balance Sheet
Fiscal Years Ending Dec. 31 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
Assets:

Total assets 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Investments:

Fixed maturity securities at fair value 69.87% 69.98% 69.27% 68.67% 67.15% 69.36% 68.66% 64.94% 64.88% 64.98% 66.60% 65.13% 64.58% 64.00% 63.45% 63.00%
Equity securities at fair value 0.53% 0.41% 0.31% 0.37% 0.33% 0.19% 1.15% 1.28% 1.33% 1.44% 1.55% 1.58% 1.62% 1.68% 1.74% 1.80%
Limited partnership investments 3.93% 4.04% 4.57% 4.95% 4.32% 4.02% 3.92% 3.25% 2.69% 2.36% 2.79% 2.65% 2.54% 2.45% 2.35% 2.27%
Mortgage loans 0.41% 0.66% 0.85% 0.99% 1.15% 1.00% 1.39% 1.38% 1.53% 1.55% 1.46% 1.58% 1.74% 1.92% 2.11% 2.32%
Other invested assets 2.89% 3.10% 2.45% 2.94% 2.89% 2.45% 2.45% 2.20% 2.96% 2.89% 3.12% 3.12% 3.16% 3.20% 3.24% 3.28%

Total investments 77.63% 78.20% 77.46% 80.86% 78.74% 79.46% 80.01% 75.25% 76.35% 76.11% 78.65% 74.06% 73.64% 73.24% 72.88% 72.68%
Cash 0.13% 0.26% 0.33% 0.32% 0.66% 0.46% 0.59% 0.51% 0.37% 0.61% 0.80% 4.73% 5.12% 5.24% 5.29% 5.17%
Reinsurance receivables 10.50% 10.11% 10.11% 7.91% 7.56% 7.49% 7.05% 7.27% 6.42% 6.49% 8.20% 6.97% 6.78% 6.77% 6.76% 6.74%
Insurance receivables 2.82% 3.09% 3.32% 3.26% 3.53% 3.75% 3.79% 3.81% 3.76% 3.80% 4.42% 4.01% 3.90% 3.89% 3.89% 3.88%
Accrued investment income 0.76% 0.71% 0.74% 0.68% 0.69% 0.69% 0.68% 0.64% 0.61% 0.55% 0.57% 0.48% 0.63% 0.64% 0.66% 0.66%
Deferred acquisition costs 1.15% 0.98% 1.05% 1.01% 1.01% 1.02% 1.05% 1.04% 1.02% 1.03% 1.11% 1.05% 1.02% 1.02% 1.02% 1.02%
Deferred income taxes 0.66% 0.15% 0.37% 0.32% 1.08% 0.64% 0.23% 0.64% 0.31% 0.10% 0.21% 0.21% 0.21% 0.21% 0.21% 0.22%
Property & equipment,net 0.54% 0.54% 0.51% 0.50% 0.58% 0.53% 0.54% 0.53% 0.43% 0.37% 0.34% 0.34% 0.29% 0.24% 0.20% 0.15%
Goodwill 0.24% 0.25% 0.26% 0.26% 0.25% 0.25% 0.24% 0.24% 0.23% 0.22% 0.22% 0.22% 0.21% 0.21% 0.21% 0.20%
Deferred non-insurance warranty acquisition expense 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 4.13% 4.37% 4.47% 5.22% 5.26% 5.59% 5.93% 6.30% 6.70%
Other assets 1.36% 1.78% 1.93% 1.42% 2.20% 1.83% 1.87% 1.98% 2.26% 2.37% 3.39% 2.67% 2.60% 2.60% 2.59% 2.59%

Liabilities:
Insurance Reserves:

Claim & claim adjustment expenses 42.52% 40.65% 40.47% 39.20% 38.46% 37.88% 36.41% 36.10% 33.39% 33.06% 36.28% 36.14% 36.35% 36.35% 36.35% 36.28%
Unearned premiums 5.69% 5.93% 6.25% 6.05% 6.23% 6.38% 6.67% 6.87% 7.05% 7.45% 8.65% 8.01% 7.80% 7.79% 7.77% 7.75%
Future policy benefits 17.16% 18.84% 17.59% 15.98% 17.23% 17.51% 18.50% 17.40% 18.92% 19.39% 19.86% 19.79% 19.90% 19.91% 19.90% 19.87%
Policyholders' funds 0.45% 0.38% 0.19% 0.05% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Short term debt 0.15% 0.02% 0.92% 0.00% 0.59% 0.00% 0.25% 0.00% 0.00% 0.00% 0.00% 0.53% 0.52% 0.52% 0.51% 0.51%
Long term debt 4.42% 4.20% 3.38% 4.31% 3.75% 4.60% 4.48% 4.40% 4.12% 4.04% 4.17% 4.59% 4.41% 4.34% 4.26% 4.19%
Deferred non-insurance warranty revenue 5.59% 5.81% 5.86% 6.76% 6.65% 6.84% 7.02% 7.22% 7.43%
Other liabilities 5.21% 5.84% 6.03% 6.46% 7.20% 6.99% 7.04% 5.07% 5.11% 4.92% 5.07% 5.47% 5.46% 5.43% 5.42% 5.43%

Total liabilities 76.05% 75.85% 74.83% 72.04% 73.46% 73.36% 73.35% 75.43% 74.40% 74.72% 80.78% 81.19% 81.27% 81.36% 81.42% 81.46%
Stockholder's Equity

Common Equity 4.95% 4.64% 4.75% 4.77% 4.81% 4.84% 4.73% 4.72% 4.44% 4.21% 4.35% 4.23% 4.17% 4.11% 4.06% 4.01%
Retained earnings (accumulated deficit) 14.67% 14.40% 15.95% 16.25% 15.80% 15.87% 15.58% 15.23% 14.37% 13.22% 14.50% 14.22% 14.20% 14.18% 14.17% 14.19%
Accumulated other comprehensive income (loss) 0.82% 1.36% 0.74% 0.67% -0.53% -0.29% 0.05% -1.44% 0.08% 1.17% 0.48% 0.47% 0.46% 0.45% 0.45% 0.44%
Treasury stock, at cost -0.18% -0.16% -0.15% -0.14% -0.13% -0.12% -0.10% -0.09% -0.11% -0.10% -0.11% -0.11% -0.10% -0.10% -0.10% -0.10%
Notes receivable for the issuance of common stock -0.04% -0.03% -0.04% 0.00%

Total stockholders' equity 20.22% 20.21% 21.25% 21.55% 19.95% 20.29% 20.26% 18.42% 18.78% 18.50% 19.22% 18.81% 18.73% 18.64% 18.58% 18.54%



CNA Financial Corporation
Value Driver Estimation
Fiscal Years Ending Dec. 31 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
Net Income:                   628              937              691              479              859              899              813           1,000              690           1,202              591              973           1,007           1,088           1,097 
Total Stockholder Equity: 12,314            12,651       12,794       11,756       11,969       12,244       11,217       12,215       12,707       12,809       12,883       13,004       13,130       13,266       13,403       

Free Cash Flow Equity (FCFE):
Net Income (NI) 628                 937             691             479             859             899             813             1,000         690             1,202         591             973             1,007         1,088         1,097         
Change in Total Assets 5,739              (1,396)        (151)           (440)           46               1,450         472             4,153         3,631         (2,044)        1,853         949             984             986             880             
Change in Total Liabilities 2,742              (1,665)        (1,771)        519             (27)              1,059         1,612         2,462         2,922         2,511         1,780         828             858             850             743             
FCFE -2369 668 -929 1438 786 508 1953 -691 -19 5757 517             852             882             953             960             

Return on Equity (ROE):
Net Income (NI) 628                 937             691             479             859             899             813             1,000         690             1,202         591             973             1,007         1,088         1,097         
Beg. Stockholders Equity -                  12,314       12,651       12,794       11,756       11,969       12,244       11,217       12,215       12,707       12,809       12,883       13,004       13,130       13,266       
ROE 7.61% 5.46% 3.74% 7.31% 7.51% 6.64% 8.92% 5.65% 9.46% 4.61% 7.55% 7.75% 8.29% 8.27%

Equtiy Economic Profit (EEP):
Beg. Stockholders Equtiy                      -           12,314         12,651         12,794         11,756         11,969         12,244         11,217         12,215         12,707         12,809         12,883         13,004         13,130         13,266 
x (ROE - Re) -7.81% -0.20% -2.35% -4.07% -0.51% -0.30% -1.17% 1.10% -2.17% 1.65% -3.20% -0.26% -0.07% 0.48% 0.45%
Equity Economic Profit (EEP)                      -                 (25)             (298)             (521)               (60)               (36)             (144)              123             (264)              209             (410)               (34)                 (9)                 62                 60 



CNA Financial Corporation
Weighted Average Cost of Capital (WACC) Estimation

Cost of Equity: ASSUMPTIONS:
Risk-Free Rate 4.04% Risk Free Rate - 10-year Treasury
Beta 0.73             Company Beta - Average of the 1yr, 2yr, 3yr, & 4yr Raw Beta's (Source: Bloomberg)
Equity Risk Premium 5.17% Equity Risk Premium - Geometric Average from 1928-2021 of the 10-year Treasury
Cost of Equity 7.81%



CNA Financial Corporation
Discounted Cash Flow (DCF) and Economic Profit (EP) Valuation Models

Key Inputs:
     CV Growth of NI 2.50%
     CV Year ROE 8.27%
     Cost of Equity (Re) 7.81%

Fiscal Years Ending Dec. 31 2022E 2023E 2024E 2025E 2026E

DCF Model:
Free Cash Flow Equity (FCFE) 517.1 851.6 881.7 952.5 960.0
Continuing Value (CV) 14399.7
PV of FCFE 479.6 732.6 703.6 705.0 10657.4

Value of Operating Assets: 13278.2
Value of Equity 13278.2
Shares Outstanding 271.8
Intrinsic Value of Last FYE 48.85$        
Implied Price as of Today 52.21$        

EP Model:
Equity Economic Profit (EEP) -410.1 -33.7 -8.7 62.4 60.3
Continuing Value (CV) 1133.9
PV of EP -380.4 -29.0 -6.9 46.2 839.2

Total PV of EP 469.2
Invested Capital (last FYE) 12809.0
Value of Operating Assets: 13278.2
Value of Equity 13278.2
Shares Outstanding 271.8
Intrinsic Value of Last FYE 48.85$        
Implied Price as of Today 52.21$        



CNA Financial Corporation
Dividend Discount Model (DDM) or Fundamental P/E Valuation Model
Fiscal Years Ending Dec. 31 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E

EPS 2.17$          3.58$      3.71$      4.00$      4.04$      

Key Assumptions
   CV growth of EPS 2.50%
   CV Year ROE 8.27%
   Cost of Equity 7.81%

Future Cash Flows
     P/E Multiple (CV Year) 13.13      
     EPS (CV Year) 4.04$      
     Future Stock Price 39.21$    
     Dividends Per Share 1.90            3.13         3.24         3.50         
     Discounted Cash Flows 1.76            2.70         2.59         2.59         29.02      

Intrinsic Value as of Last FYE 38.66$       
Implied Price as of Today 41.32$       



CNA Financial Corporation
Relative Valuation Models

EPS EPS BV Tangible Tangible
Ticker Company Price 2022E 2023E P/E 22 P/E 23 Equity BV Equity P/B P/B
AFG American Financial Group $136.14 $11.42 $11.94 11.92      11.40      47.76 44.87 2.85         3.03         
ERIE Erie Indemnity Company $238.58 $5.89 $6.61 40.51      36.09      29.37 29.37 8.12         8.12         
AIZ Assurant Inc. $132.19 $11.19 $13.74 11.81      9.62         83.73 15.55 1.58         8.50         
CINF Cincinnati Financial Corp. $98.81 $4.50 $5.18 21.96      19.08      66.29 66.29 1.49         1.49         
MKL Markel Corporation $1,165.65 $64.67 $83.70 18.02      13.93      897.93 565.62 1.30         2.06         
ORI Old Republic International $23.07 $2.51 $2.47 9.19         9.34         22.41 21.84 1.03         1.06         
KNSL Kinsale Capital Group $272.01 $6.85 $8.17 39.71      33.29      27.02 26.87 10.07      10.12      
FAF First American Financial $49.45 $6.10 $5.58 8.11         8.86         46.82 27.55 1.06         1.79         

Average 13.50      12.04      1.55         2.99         

CNA CNA Financial Corporation $41.13          2.17          3.58 18.9         11.5         35.06 34.44 1.17         1.19         

Implied Relative Value:
   P/E (EPS22)  $    29.35 
   P/E (EPS23) 43.09$    
   P/B 54.36$    
   P/Tangible BV 102.96$  



CNA Financial Corporation
Key Management Ratios

Fiscal Years Ending Dec. 31 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E

Liquidity Ratios:
Current Ratio (Current Assets / Current Liabilities) 2.42                           2.09                           1.88                           1.59                           1.77                           1.66                           2.41                           2.18                           2.33                           2.76                           2.70                           2.75                           2.78                           2.80                           2.77                           
Quick Ratio ((Cash/Cash Equiv. + Mkt Securities + A/R)/ (CL)) 1.38                           1.34                           1.33                           1.07                           1.02                           1.01                           0.97                           1.22                           1.14                           1.22                           1.45                           1.48                           1.52                           1.55                           1.56                           
Basic Defense Ratio 88.11                         92.72                         83.02                         85.08                         85.05                         83.77                         93.38                         86.98                         88.20                         100.41                       122.81                       123.20                       124.24                       124.75                       124.37                       
Daily Operational Expenses 93.02                         88.34                         82.15                         81.31                         81.09                         82.46                         75.59                         78.98                         84.84                         89.07                         87.62                         89.06                         90.17                         91.18                         91.79                         

Asset-Management Ratios:
Average Collection Period 153.69                       146.93                       124.84                       130.96                       129.09                       125.33                       121.54                       112.34                       119.28                       128.86                       120.21                       112.33                       110.35                       107.67                       105.75                       
Asset Turnover Ratio (Rev/Total Assets) 15.41% 16.03% 15.65% 14.69% 15.12% 15.40% 16.36% 17.38% 17.45% 19.22% 18.43% 19.45% 20.05% 20.79% 21.38%
Fixed Asset Turnover Ratio 31 32 32 30 30 31 33 35 35 39 37 39 40 42 43

Financial Leverage Ratios:
Debt-to-Asset Ratio (Total Debt/Total Assets) 0.04 0.04 0.04 0.04 0.05 0.05 0.04 0.04 0.04 0.04 0.05 0.05 0.05 0.05 0.05
Debt-to-Equity Ratio (Total Debt/Total Equity) 0.21 0.20 0.20 0.22 0.23 0.23 0.24 0.22 0.22 0.22 0.27 0.26 0.26 0.26 0.25
Asset-to-Equity Ratio 4.95 4.70 4.64 5.01 4.93 4.94 5.43 5.33 5.41 5.20 5.32 5.34 5.36 5.38 5.39

Profitability Ratios:
Return on Equity (NI/Beg TSE) 5.43% 7.61% 5.46% 3.74% 7.31% 7.51% 6.64% 8.92% 5.65% 9.46% 4.61% 7.55% 7.75% 8.29% 8.27%
Net Profit Margin (Net Income / Net Sales) 6.58% 9.43% 7.13% 5.26% 9.17% 9.42% 8.02% 9.29% 6.38% 10.09% 5.18% 8.08% 8.11% 8.45% 8.28%
Return on Assets (Net Income/Total Assets) 1.03% 1.57% 1.16% 0.81% 1.46% 1.49% 1.34% 1.54% 1.00% 1.80% 0.86% 1.40% 1.43% 1.52% 1.52%

Payout Policy Ratios:
Dividend Payout Ratio (Dividend/EPS) 25.75% 22.99% 78.13% 169.49% 94.34% 93.37% 110.37% 92.39% 137.01% 51.36% 87.52% 87.52% 87.52% 87.52% 87.52%
Total Payout Ratio ((Divdends + Repurchases)/Net Income) 17.20% 25.80% 23.05% 78.29% 169.31% 94.64% 93.66% 110.21% 95.20% 140.29% 90.57% 89.37% 89.31% 89.17% 89.16%
Free Cash Flow to Equity (2,369.07)                  668.00                       (929.00)                      1,438.00                    786.00                       508.00                       1,953.27                    (691.12)                      (18.95)                        5,756.81                    517.09                       851.57                       881.75                       952.54                       959.97                       



CNA Financial Corporation
Sensitivity Tables

52.21      0.55         0.61         0.67           0.73         0.79         0.85         0.91         52.21      4.87% 4.97% 5.07% 5.17% 5.27% 5.37% 5.47%
4.87% 64.98       60.97       57.44         54.32       51.54       49.04       46.78       3.74% 57.53       56.71       55.92       55.15       54.40       53.67       52.97       
4.97% 64.18       60.20       56.69         53.60       50.83       48.36       46.12       3.84% 56.42       55.63       54.87       54.13       53.41       52.71       52.03       
5.07% 63.41       59.44       55.97         52.89       50.15       47.70       45.49       3.94% 55.35       54.59       53.86       53.15       52.46       51.78       51.13       
5.17% 62.65       58.71       55.26         52.21      49.49       47.06       44.87       4.04% 54.32       53.60       52.89       52.21      51.54       50.89       50.26       
5.27% 61.91       57.99       54.57         51.54       48.85       46.43       44.26       4.14% 53.33       52.64       51.96       51.30       50.65       50.03       49.42       
5.37% 61.19       57.30       53.89         50.89       48.22       45.83       43.68       4.24% 52.38       51.71       51.06       50.42       49.80       49.20       48.61       
5.47% 60.49       56.62       53.24         50.26       47.61       45.24       43.11       4.34% 51.47       50.82       50.19       49.57       48.98       48.39       47.82       

52.21      7.51% 7.61% 7.71% 7.81% 7.91% 8.01% 8.11% 52.21      4.57% 4.67% 4.77% 4.87% 4.97% 5.07% 5.17%
2.80% 55.57       54.48       53.44         52.40       51.48       50.56       49.67       0.14% 46.96       48.62       50.29       51.95       53.62       55.28       56.94       
2.70% 55.44       54.37       53.35         52.33       51.43       50.52       49.65       0.24% 47.04       48.71       50.37       52.04       53.70       55.36       57.03       
2.60% 55.31       54.27       53.27         52.27       51.38       50.49       49.63       0.34% 47.13       48.79       50.46       52.12       53.79       55.45       57.11       
2.50% 55.19       54.17       53.19         52.21      51.33       50.45       49.61       0.44% 47.21       48.88       50.54       52.21      53.87       55.53       57.20       
2.40% 55.08       54.08       53.11         52.14       51.29       50.42       49.59       0.54% 47.30       48.96       50.63       52.29       53.95       55.62       57.28       
2.30% 54.97       53.98       53.04         52.09       51.24       50.39       49.57       0.64% 47.38       49.05       50.71       52.38       54.04       55.70       57.37       
2.20% 54.86       53.89       52.96         52.03       51.20       50.36       49.55       0.74% 47.47       49.13       50.80       52.46       54.12       55.79       57.45       

52.21      0.55         0.61         0.67           0.73         0.79         0.85         0.91         52.21      0.71% 0.81% 0.91% 1.01% 1.11% 1.21% 1.31%
3.74% 67.03       62.51       58.59         55.15       52.11       49.41       46.98       0.63% 52.29       52.28       52.27       52.25       52.24       52.23       52.21       
3.84% 65.50       61.19       57.43         54.13       51.21       48.60       46.25       0.73% 52.28       52.26       52.25       52.24       52.22       52.21       52.20       
3.94% 64.04       59.92       56.32         53.15       50.33       47.81       45.55       0.83% 52.26       52.25       52.23       52.22       52.21       52.20       52.18       
4.04% 62.65       58.71       55.26         52.21       49.49       47.06       44.87       0.93% 52.24       52.23       52.22       52.21      52.19       52.18       52.17       
4.14% 61.32       57.55       54.23         51.30       48.68       46.33       44.20       1.03% 52.23       52.22       52.20       52.19       52.18       52.16       52.15       
4.24% 60.05       56.43       53.25         50.42       47.89       45.62       43.56       1.13% 52.21       52.20       52.19       52.17       52.16       52.15       52.14       
4.34% 58.83       55.36       52.30         49.57       47.13       44.93       42.94       1.23% 52.20       52.19       52.17       52.16       52.15       52.13       52.12       
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