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Abstract

This chapter begins by considering how a fair system of rate regulation—fair to

both policyholders and insurance-company stockholders—would work. This

question is usually answered by defining a fair rate of return. However, fairness

can be more clearly and generally defined in terms of present value.

 This is a preview of subscription content, log in via an institution  to check access.

Log in

Menu Search Cart

Home  Fair Rate of Return in Property-Liability Insurance  Chapter

A Discounted Cash Flow Approach to
Property-Liability Insurance Rate Regulation
Chapter

pp 55–78 Cite this chapter

Fair Rate of Return in Property-
Liability Insurance

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners , also

use optional cookies and similar technologies for advertising, personalisation of content,

usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and

access personal data on your device, such as browsing behaviour and unique identifiers.

Some third parties are outside of the European Economic Area, with varying standards of

data protection. See our privacy policy for more information on the use of your personal

data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'. 

You can also change your preferences or withdraw consent at any time via 'Your privacy

choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences

https://www.springer.com/series/6053
https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Fchapter%2F10.1007%2F978-94-015-7753-3_3
https://link.springer.com/
https://idp.springer.com/auth/personal/springernature?redirect_uri=https://link.springer.com/chapter/10.1007/978-94-015-7753-3_3
https://order.springer.com/public/cart
https://link.springer.com/
https://link.springer.com/book/10.1007/978-94-015-7753-3
https://link.springer.com/book/10.1007/978-94-015-7753-3
https://link.springer.com/privacystatement


Access this chapter

Subscribe and save

Springer+ Basic €32.70 /Month

Buy Now

Chapter EUR 29.95

Price includes VAT (Poland)

eBook EUR 42.79

Price includes VAT (Poland)

Softcover Book EUR 53.49

Price includes VAT (Poland)

Log in via an institution

Get 10 units per month

Download Article/Chapter or eBook

1 Unit = 1 Article or 1 Chapter

Cancel anytime

Subscribe now

Available as PDF

Read on any device

Instant download

Own it forever

Buy Chapter

Available as PDF

Read on any device

Instant download

Own it forever

Buy eBook

Compact, lightweight edition

Dispatched in 3 to 5 business days

Free shipping worldwide - see info

Buy Softcover Book

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners , also

use optional cookies and similar technologies for advertising, personalisation of content,

usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and

access personal data on your device, such as browsing behaviour and unique identifiers.

Some third parties are outside of the European Economic Area, with varying standards of

data protection. See our privacy policy for more information on the use of your personal

data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'. 

You can also change your preferences or withdraw consent at any time via 'Your privacy

choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences

https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Fchapter%2F10.1007%2F978-94-015-7753-3_3
https://link.springer.com/product/springer-plus
https://support.springernature.com/en/support/solutions/articles/6000233448-coronavirus-disease-covid-19-delivery-information
https://link.springer.com/privacystatement


Tax calculation will be finalised at checkout

Purchases are for personal use only

Institutional subscriptions 

Preview

Unable to display preview. Download preview PDF.

Similar content being viewed by others

References

DeAngelo, H., and R. W. Masulis. 1980. Optimal capital structure under corporate

and personal taxation. Journal of Financial Economics 8 (March): 3–29.

Article Google Scholar 

Derrig, R. A. 1985. The effect of federal taxes on investment income in property-

liability ratemaking. Working paper, Massachusetts Rating Bureau, Boston, MA.

Google Scholar 

Policy characteristics and
stakeholder returns in
participating life insurance:
which contracts can lead to …

Article  01 September 2018

Exposure to catastrophe risk
and use of reinsurance: an
empirical evaluation for the
U.S.

Article  Open access

07 September 2020

About Market Consistent
Valuation in Insurance

Chapter  © 2016

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners , also

use optional cookies and similar technologies for advertising, personalisation of content,

usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and

access personal data on your device, such as browsing behaviour and unique identifiers.

Some third parties are outside of the European Economic Area, with varying standards of

data protection. See our privacy policy for more information on the use of your personal

data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'. 

You can also change your preferences or withdraw consent at any time via 'Your privacy

choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences

https://www.springernature.com/gp/librarians/licensing/agc/ebooks
https://page-one.springer.com/pdf/preview/10.1007/978-94-015-7753-3_3
https://doi.org/10.1016%2F0304-405X%2880%2990019-7
https://scholar.google.com/scholar_lookup?&title=Optimal%20capital%20structure%20under%20corporate%20and%20personal%20taxation&journal=Journal%20of%20Financial%20Economics&volume=8&pages=3-29&publication_year=1980&author=Deangelo%2CH&author=Masulis%2CRW
https://scholar.google.com/scholar_lookup?&title=The%20effect%20of%20federal%20taxes%20on%20investment%20income%20in%20property-liability%20ratemaking.%20Working%20paper&publication_year=1985&author=Derrig%2CRA
https://link.springer.com/10.1007/s13385-018-0179-1?fromPaywallRec=true
https://link.springer.com/10.1057/s41288-020-00186-3?fromPaywallRec=true
https://link.springer.com/10.1007/978-3-319-29776-7_2?fromPaywallRec=true
https://link.springer.com/privacystatement


Fairley, W. 1979. Investment income and profit margins in property-liability

insurance: theory and empirical results. Bell Journal of Economics 10 (Spring):

192–210.

Article Google Scholar 

Miller, M.H. 1977. Debt and taxes. Journal of Finance 32 (May): 261–275.

Google Scholar 

Modigliani, F., and M.H. Miller. 1963. Corporate income taxes and the cost of

capital: a correction. American Economic Review 53 (June): 433–443.

Google Scholar 

Myers, S.C., and R.A. Cohn. 1981. Insurance rate of return regulation and the

capital asset pricing model. Paper prepared for the Massachusetts automobile

rate hearings, Boston, MA (August).

Google Scholar 

Roll, R. 1977. A critique of the asset pricing theory’s tests; Part I: On past and

potential testability of the theory. Journal of Financial Economics 4 (March): 129–

176.

Article Google Scholar 

Editor information

Editors and Affiliations
Wharton School, Department of Insurance, University of Pennsylvania,

19104, Philadelphia, PA, USA

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners , also

use optional cookies and similar technologies for advertising, personalisation of content,

usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and

access personal data on your device, such as browsing behaviour and unique identifiers.

Some third parties are outside of the European Economic Area, with varying standards of

data protection. See our privacy policy for more information on the use of your personal

data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'. 

You can also change your preferences or withdraw consent at any time via 'Your privacy

choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences

https://doi.org/10.2307%2F3003326
https://scholar.google.com/scholar_lookup?&title=Investment%20income%20and%20profit%20margins%20in%20property-liability%20insurance%3A%20theory%20and%20empirical%20results&journal=Bell%20Journal%20of%20Economics&volume=10&pages=192-210&publication_year=1979&author=Fairley%2CW
https://scholar.google.com/scholar_lookup?&title=Debt%20and%20taxes&journal=Journal%20of%20Finance&volume=32&pages=261-275&publication_year=1977&author=Miller%2CMH
https://scholar.google.com/scholar_lookup?&title=Corporate%20income%20taxes%20and%20the%20cost%20of%20capital%3A%20a%20correction&journal=American%20Economic%20Review&volume=53&pages=433-443&publication_year=1963&author=Modigliani%2CF&author=Miller%2CMH
https://scholar.google.com/scholar_lookup?&title=Insurance%20rate%20of%20return%20regulation%20and%20the%20capital%20asset%20pricing%20model&publication_year=1981&author=Myers%2CSC&author=Cohn%2CRA
https://doi.org/10.1016%2F0304-405X%2877%2990009-5
https://scholar.google.com/scholar_lookup?&title=A%20critique%20of%20the%20asset%20pricing%20theorys%20tests%3B%20Part%20I%3A%20On%20past%20and%20potential%20testability%20of%20the%20theory&journal=Journal%20of%20Financial%20Economics&volume=4&pages=129-176&publication_year=1977&author=Roll%2CR
https://link.springer.com/privacystatement


J. David Cummins  & Scott E. Harrington  & 

Rights and permissions

Reprints and permissions

Copyright information

© 1987 Springer Science+Business Media New York

About this chapter

Cite this chapter
Myers, S.C., Cohn, R.A. (1987). A Discounted Cash Flow Approach to Property-Liability Insurance Rate

Regulation. In: Cummins, J.D., Harrington, S.E. (eds) Fair Rate of Return in Property-Liability Insurance.

Huebner International Series on Risk, Insurance and Economic Security, vol 6. Springer, Dordrecht.

https://doi.org/10.1007/978-94-015-7753-3_3

.RIS .ENW .BIB

DOI

https://doi.org/10.1007/978-94-

015-7753-3_3

Publisher Name

Springer, Dordrecht

Print ISBN

978-94-015-7755-7

Online ISBN

978-94-015-7753-3

eBook Packages

Springer Book Archive

Publish with us

Policies and ethics

Search

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners , also

use optional cookies and similar technologies for advertising, personalisation of content,

usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and

access personal data on your device, such as browsing behaviour and unique identifiers.

Some third parties are outside of the European Economic Area, with varying standards of

data protection. See our privacy policy for more information on the use of your personal

data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'. 

You can also change your preferences or withdraw consent at any time via 'Your privacy

choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences

https://s100.copyright.com/AppDispatchServlet?publisherName=SpringerNature&orderBeanReset=true&orderSource=SpringerLink&title=A%20Discounted%20Cash%20Flow%20Approach%20to%20Property-Liability%20Insurance%20Rate%20Regulation&author=Stewart%20C.%20Myers%2C%20Richard%20A.%20Cohn&contentID=10.1007%2F978-94-015-7753-3_3&copyright=Springer%20Science%2BBusiness%20Media%20New%20York&publication=eBook&publicationDate=1987&startPage=55&endPage=78&imprint=Springer%20Science%2BBusiness%20Media%20New%20York
https://citation-needed.springer.com/v2/references/10.1007/978-94-015-7753-3_3?format=refman&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-94-015-7753-3_3?format=endnote&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-94-015-7753-3_3?format=bibtex&flavour=citation
https://metadata.springernature.com/metadata/books
https://www.springernature.com/gp/policies/book-publishing-policies
https://link.springer.com/privacystatement


Search by keyword or author

Navigation

Find a journal

Publish with us

Track your research

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 96 partners , also

use optional cookies and similar technologies for advertising, personalisation of content,

usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and

access personal data on your device, such as browsing behaviour and unique identifiers.

Some third parties are outside of the European Economic Area, with varying standards of

data protection. See our privacy policy for more information on the use of your personal

data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'. 

You can also change your preferences or withdraw consent at any time via 'Your privacy

choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences

https://link.springer.com/journals/
https://www.springernature.com/gp/authors
https://link.springernature.com/home/
https://link.springer.com/privacystatement

