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Undertaking #17 

MPI to provide historically how the changes in the new money yield have impacted the 

motorcycle rate specifically. (TAKEN UNDER ADVISEMENT) 

RESPONSE: 

 

Please see Undertaking 17 – Figure 1 below for an overview of the sensitivity of Major 

Class 4 rate indication based on movements in the New Money Yield of 10 basis 

points. Please note that all other assumptions have been kept the same as the 2026 

GRA June filing. 
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Undertaking 17 – Figure 1  New Money Yield Sensitivity Analysis on Major Class 4 

Rate Indication 

Line

No.

 New Money 

Yield 

 Major Class 4 

Rate Indication 

 Change in Rate 

Indication 

Compared to 2026 

GRA 

[1]  [2]  [3] 

1 3.49% 8.86% 3.05%

2 3.59% 8.33% 2.51%

3 3.69% 7.80% 1.99%

4 3.79% 7.29% 1.48%

5 3.89% 6.79% 0.98%

6 3.99% 6.30% 0.48%

7 4.09% 5.81% 0.00%

8 4.19% 5.34% -0.48%

9 4.29% 4.87% -0.94%

10 4.37% 4.52% -1.29%

11 4.39% 4.41% -1.40%

12 4.49% 3.96% -1.85%

13 4.59% 3.51% -2.30%

14 4.69% 3.08% -2.73%

15 4.79% 2.65% -3.16%

[1] - New Money Yield Net of Investment Expenses (~0.18%)

[1][7] - New Money Yield used in 2026 GRA

[1][10] - New Money Yield from 2025 Compliance Filing

[3] = [2] - [2][7]
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Undertaking 17 – Figure 2   Fitting a line to the the impacts of New Money Yield 

on Major Class 4 rate indication. The Rate Indications and the New Money Yield are 

taken from Undertaking 17 – Figure 1 above. 

 

The premiums for Motorcycle are not only more sensitive to changes in interest rates 

because of their longer claims durations and higher proportion of PIPP claims, but this 

also means they benefit the most from investment income. The present value of 

future claims payments for motorcycles decreases more sharply than for other Major 

Classes, resulting in a greater reduction in required premiums. 
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