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Hold Conviction: Low

Initiated 2026-10-17 · Price $389.54 (as of 2026-10-16 close, stockanalysis.com) · Mkt cap $79.8bn (204.95mm shares, 10-Q
cover) · Financials / US commercial and personal P&C insurance · Model: verified

Rating: Hold — Conviction: Low

Travelers is executing very well. Q3 2026 core ROE was 22.1%, with an 84.1% underlying combined ratio, and record investment income.
The stock already reflects much of this: it is up 45% in a year and trades at 2.7x GAAP book, above its own FY2021–25 range of 1.33–
2.04x. Meanwhile the drivers of the 2026 margin are fading. Reserve releases are worth 3.8 points, management isn't projecting more, cat
losses have been light, commercial property rates are falling double digits, and personal auto rates are being cut. Our Base case still shows
upside, but that upside depends on the cost-of-equity assumption, so the balance is a Hold.

Conviction tests (3a-v-c): T1 fail (Hold → Buy at −1pp: Base +42.7%; +4.0% at +1pp) · T2 pass (residual income +17.1%, justified P/BV
+23.5%) · T3 pass · T4 pass (no pending deal, ruling or contract event; Canada sale closed 2026-01-02)

MODEL VALUE RANGE VS PRICE

Bear $260.59 Base $468.48 Bull $658.81

Price $389.54

Business overview

Travelers writes US property-casualty insurance in three segments (9M 2026 earned premiums $32.5bn). Business Insurance (52%)
covers middle-market and small commercial lines: workers' comp, auto, property and general liability. Personal Insurance (38%) is auto
and homeowners sold through independent agents. Bond & Specialty (10%) covers surety and management liability. The Canadian
business was sold to Definity for ~US$2.4bn and closed on 2026-01-02, so 2026 premiums are down 0.9% year to date. Three variables
drive earnings: the underlying combined ratio (pricing vs loss trend), catastrophe and reserve-development swings (2025 cats were 11.0
points through 9M vs 5.6 in 2026), and the yield on a ~$100bn bond portfolio.

Competition

In commercial lines, the competitors that matter are Chubb, Hartford (small commercial and middle market) and W. R. Berkley in specialty.
In personal lines, they are Allstate and Progressive. Market pricing has turned. Marsh's Q2 2026 index (published July 2026) had US
property rates −13% and the US composite −2%, with casualty still up ~7% on litigation costs. Travelers' own Q3 Business Insurance
renewal premium change was +4.1% overall and +7.0% excluding property. Pressure is showing up in price, not share: Business Insurance
retention held at 86%, but Travelers took ~10 low-single-digit personal auto rate decreases in Q3, and auto renewal premium change was
slightly negative. Chubb, the closest listed comparable, trades at 1.81x book and 12.4x forward earnings (stockanalysis, 2026-10-16).



Bull case

1. Exposure and casualty pricing keep premiums compounding — casualty rates are still rising, homeowners new business has grown
three quarters running, and once the Canada sale and the cyber cession are lapped, premium growth returns to 5%. Plays out if US
casualty pricing stays mid-single-digit positive through 2027. Model: npe_growth

2. The underlying margin is structural — technology cuts claims and servicing costs, and management can either keep the savings or
reinvest them in price, which holds the expense ratio ~29% and the combined ratio in the high 80s. Plays out if cats stay mid-single-digit
and loss trend stays "as expected". Model: combined_ratio

3. Investment income keeps stepping up — guidance calls for after-tax fixed-income NII of more than $3.6bn in 2027, up from ~$3.3bn
in 2026, as maturities reinvest above book yield. Plays out if the 10Y holds near 5%. Model: investment_yield

Bear case

1. Soft market — property rate cuts, auto rate decreases and abundant capacity flatten premiums and add 1–2 points to the underlying
ratio before repricing. Plays out if Marsh US composite rates stay negative into 2027. Model: npe_growth, combined_ratio

2. Reserve releases reverse — litigation drivers "remain active", Q3 carried a $295mm asbestos charge, and the 3.8 points of favorable
development in 2026 swing to strengthening. Combined with a normal-to-heavy cat year, the ratio moves to 92–94%. Plays out if the
casualty accident years 2015–2019 develop adversely again. Model: combined_ratio

3. The rate tailwind reverses — rate cuts lower reinvestment yields and alternatives returns disappoint, so NII stalls near 4.1%. Plays out
if S6 arrives. Model: investment_yield

Valuation & balance sheet

Metric (definition) Current
Own history (range or 5y
avg)

Peers Source, as-of

P/B (GAAP book, incl. AOCI) 2.71x 1.33–2.04x (FY2021–25 year-
ends)

CB 1.81 · HIG 1.87 · ALL 1.92 · WRB
2.92

stockanalysis, 2026-10-
16

P/adjusted book (ex net unrealized losses; adj.
BVPS $172.47)

2.26x n/a (unverified) n/a Q3 release, 2026-09-30

Forward P/E (consensus) 12.64x n/a (unverified) CB 12.37 · HIG 10.01 · ALL 8.20 ·
WRB 15.68

stockanalysis, 2026-10-
16

P/E (TTM, GAAP) 10.05x 10.4–15.6x (FY2021–25) CB 12.48 · HIG 9.14 · ALL 4.78 ·
WRB 15.52

stockanalysis, 2026-10-
16

Model-implied value range (from model-summary.json ; insurer, residual income and justified P/BV, midpoints): Bear $260.59 · Base
$468.48 · Bull $658.81 per share, i.e. implied returns of −33.1% / +20.3% / +69.1% vs $389.54. These ranges show how the bull and bear
drivers translate into value; they are not price targets. The price sits closer to Base than to Bear, so the market already assumes
underwriting margins normalize only modestly from their peak. On the model's own basis (FY0 book $32.9bn over 204.95mm shares),
today's multiple is 2.43x. The Base case embeds a re-rating to 2.84x under residual income and 3.00x under justified P/BV (+17% / +23%);
the two methods agree within 6%. A tail sensitivity (combined ratio 88/95/97/95/94%, premiums −2/−2/0/+1/+2%, yield sliding to 3.8%, cost
of equity 10.8%, terminal growth 1.5%) gives $203.18 (−47.8%).

Why Hold despite +20% Base: the Base case keeps the pre-tax margin near 20% of premiums, above every year from FY2021–25
(EDGAR: 8.9–17.8%). One point on the cost of equity cuts the upside to +4%. The model also starts from December 2025 book, before the
after-tax unrealized loss widened by $4.9bn (~$24 per share). That mark pulls to par as the bonds mature, but it is real capital today.

Balance sheet: debt $9.8bn, debt-to-capital 25.3% (21.7% excluding unrealized losses). The model shows gross leverage of 1.18x (debt ÷
FY0 pre-tax plus interest) and coverage of 16.9x. Liquidity: n/a (unverified; holding company liquidity not retrieved). Nearest material
maturity: n/a (unverified; ladder not retrieved; the 7.75% notes were repaid in April 2026 and $750mm 4.95% notes due 2031 were issued in
July). Ratings on senior debt: S&P A, Moody's A2, AM Best a+ (stable).



Model note: built and LibreOffice-verified (2,846 formula cells matched). FY2021–25 historicals are EDGAR XBRL companyconcept 10-K
values (PremiumsEarnedNet, Investments, StockholdersEquity, pre-tax income). Unverified inputs: none. Assumptions without basis: none.
No scenario CHECKs. The debt coupon (5%) and maturity (2035) are display placeholders with no value effect. other_expense  is
calibrated on the 9M 2026 gap between GAAP pre-tax income and underwriting income plus NII. Base Y1 (2026) EPS of $38.71 runs above
the 2026 run-rate (9M core $26.90) mainly because the model applies a −4% share change to period-end shares, while 2026 weighted
diluted shares were ~214mm. Model net income (~$7.8bn) is in line with 9M actuals annualized. Travelers gives no EPS guidance. AOCI
isn't modeled.

RELATIVE VALUE VS PEERS

Metric TRV CB HIG ALL WRB Peer median vs median

P/E (TTM) 10.1x 12.5x 9.1x 4.8x 15.5x 10.8x −7%

P/E (forward) 12.6x 12.4x 10.0x 8.2x 15.7x 11.2x +13%

PEG n/a 1.5x 2.7x n/a 2.9x 2.7x

P/B 2.7x 1.8x 1.9x 1.9x 2.9x 1.9x +43%

Dividend yield 1.3% 1.1% 1.8% 1.7% 2.5% 1.8% −0.5pp

P/E (TTM)

WRB 15.5x15.5x

CB 12.5x12.5x

TRV 10.1x10.1x

HIG 9.1x9.1x

ALL 4.8x4.8x

P/E (forward)

WRB 15.7x15.7x

TRV 12.6x12.6x

CB 12.4x12.4x

HIG 10.0x10.0x

ALL 8.2x8.2x

PEG

WRB 2.9x2.9x

HIG 2.7x2.7x

CB 1.5x1.5x

P/B

WRB 2.9x2.9x

TRV 2.7x2.7x

ALL 1.9x1.9x

HIG 1.9x1.9x

CB 1.8x1.8x

Dividend yield

WRB 2.5%2.5%

HIG 1.8%1.8%

ALL 1.7%1.7%

TRV 1.3%1.3%

CB 1.1%1.1%

As of 2026-10-17. One source and one definition for every company: aggregator TTM and consensus-forward P/E; P/B on the
source's book value per share (GAAP, incl. AOCI). Not the model's own basis (FY0 common book over 204.95mm shares; see the
report's valuation table). Quotes are 2026-10-16 closing prices (4:00 PM ET) as shown on each page, fetched 2026-10-17. Dashed
line = peer median. Source: stockanalysis.com /stocks/<ticker>/statistics/, fetched 2026-10-17.

Notes. The source's PEG figures, based on its analyst growth estimates. TRV shows 84.49, which reflects a near-zero consensus
growth rate off peak 2026 earnings and would flatten the chart, so it is left null; ALL shows n/a. Omitted: EV-based multiples are not
meaningful for insurers.



Scenario stress test

Reasoned from the bull/bear drivers above. The model column comes from the scenario overlays (Base case + shock).

Scenario Effect Mechanism Magnitude
Model Δ value
vs Base ($/sh)

S1 Fast equity
crash

− Risk-premium spike (cost of equity +1pp); small equity/alternatives sleeve; no operating channel High −$63.52

S2 Slow bear /
recession

− Payroll and sales exposure bases shrink (comp, GL), surety and management-liability losses rise, yields
fall. ~21% of Base − Bear ($207.89): a recession is transitory and P&C claims aren't recession-driven,
while the bear is a multi-year soft market plus reserve strengthening

Med −$42.89

S3 Rapid rate
shock

± Faster reinvestment at higher yields vs higher cost of equity; the AOCI mark (already −$6.35bn after tax)
isn't modeled

Med −$37.55

S4 Slow rate
grind

+ ~$100bn book reinvests higher over years; modest cost-of-equity drag Med +$17.05

S5 Soft-landing
cuts

± Lower reinvestment yields vs lower cost of equity Med +$24.95

S6 Recession-
driven cuts

− Yields fall and exposure bases shrink; surety and D&O losses Med −$45.13

S7a Credit
liquidity shock

− Risk-off; credit marks on the bond book (AOCI) proxied in cost of equity High −$63.52

S7b Slow
default cycle

− Surety, management liability and D&O losses; portfolio credit losses (high-grade, muni-heavy book) Med −$19.47

S8 Stagflation − Auto physical damage, home repair and casualty severity outrun pricing while auto rates are being cut;
higher yields only partly offset

Med −$22.73

S9a Dollar
spike

0 No material effect, not modeled; US-centric after the Canada sale — $0.00

S9b Dollar slide 0 No material effect, not modeled — $0.00

S10 Melt-up + Lower cost of equity Med +$39.97

S11 Energy
supply shock

− Gasoline and parts inflation lifts auto severity; marine and energy losses modest for a US carrier Low −$4.90

S12 Mega-
cap/AI derating

0 No material effect, not modeled; no tech exposure of size, low beta — $0.00

Currently active/on watch per the playbook: S3 partially active (price-level leg); S8, S10, S11 on watch.



MODEL VALUE CHANGE VS BASE, BY SCENARIO

S1 Fast equity crash −$63.52

S7a Credit liquidity shock −$63.52

S6 Recession-driven cuts −$45.13

S2 Slow bear / recession −$42.89

S3 Rapid rate shock −$37.55

S8 Stagflation −$22.73

S7b Slow default cycle −$19.47

S11 Energy supply shock −$4.90

S9a Dollar spike $0.00

S9b Dollar slide $0.00

S12 Mega-cap/AI derating $0.00

S4 Slow rate grind +$17.05

S5 Soft-landing cuts +$24.95

S10 Melt-up +$39.97

What would change the call

Upgrades if: the price falls toward ~2.2x GAAP book with the underlying combined ratio still ≤85%, or 2027 shows Business Insurance
renewal premium change holding ≥4% alongside the >$3.6bn NII guide, with favorable development continuing. Downgrades if: the
underlying combined ratio rises above 87% for two quarters, prior-year development turns adverse outside asbestos, or personal auto rate
cuts deepen while severity accelerates.

Watch items

W1: Underlying combined ratio — stays ≤85.5% — Q4 2026 release — ~2027-01-21 (est.) — Model: combined_ratio

W2: Business Insurance renewal premium change — holds ≥4% (≥6.5% ex-property) — Q4 2026 release — ~2027-01-21 (est.) —
Model: npe_growth

W3: Net prior-year reserve development — no adverse casualty development outside asbestos — Q4 2026 release and FY2026 10-K —
Model: combined_ratio

W4: After-tax fixed-income NII — ~$875mm in Q4 2026, on track for >$3.6bn in 2027 — Q4 2026 release — Model: investment_yield

Sources

Travelers Q3 2026 results, 8-K Ex. 99.1 —
https://www.sec.gov/Archives/edgar/data/0000086312/000008631226000180/a991pressrelease93026.htm — accessed 2026-10-
17

Travelers Form 10-Q, quarter ended 2026-09-30 —
https://www.sec.gov/Archives/edgar/data/0000086312/000008631226000181/trv-20260930.htm — accessed 2026-10-17

https://www.sec.gov/Archives/edgar/data/0000086312/000008631226000180/a991pressrelease93026.htm
https://www.sec.gov/Archives/edgar/data/0000086312/000008631226000181/trv-20260930.htm


SEC EDGAR XBRL companyconcept, CIK 0000086312 (PremiumsEarnedNet, Investments, StockholdersEquity, pre-tax income)
— https://data.sec.gov/api/xbrl/companyconcept/CIK0000086312/us-gaap/PremiumsEarnedNet.json — accessed 2026-10-17

Travelers Form 10-K FY2025 (debt ratings as of 2026-02-12) —
https://www.sec.gov/Archives/edgar/data/86312/000008631226000065/trv-20251231.htm — accessed 2026-10-17

AM Best a+ issue rating on $750mm 4.95% notes due 2031 — https://www.businesswire.com/news/home/20260724655214/en/ —
accessed 2026-10-17

Travelers Q3 2026 earnings call transcript — https://earningswhispers.com/transcript/TRV/Q32026 — accessed 2026-10-17

TRV statistics and annual ratios — https://stockanalysis.com/stocks/trv/statistics/ ·
https://stockanalysis.com/stocks/trv/financials/ratios/ — accessed 2026-10-17

Peer statistics CB, HIG, ALL, WRB — https://stockanalysis.com/stocks/cb/statistics/ (and /hig/, /all/, /wrb/) — accessed 2026-10-17

Marsh Global Insurance Market Index Q2 2026 — https://www.reinsurancene.ws/abundant-capacity-and-competition-drive-6-
global-commercial-insurance-rate-decline-in-q226-marsh/ — accessed 2026-10-17

Daily macro log (10Y 5.09%, 2026-10-16) — logs/macro-2026-10.md

Independent single-name research. Directional characterization, not a price target, execution instruction, or portfolio recommendation.
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