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Altus/Internal/009  The Ministry of Justice (MoJ) has today published its response 

to the earlier consultation paper, ‘The Personal Injury Discount Rate: How it should be set in the future’ (March 2017). This 

came following then Lord Chancellor Liz Truss’s decision to reduce 3 

1.1 ALTUS - OGDEN DISCOUNT RATE - MOJ RESPONSE 

The Ministry of Justice (MoJ) has today published its response to the earlier consultation paper, 
‘The Personal Injury Discount Rate: How it should be set in the future’ (March 2017). This came 
following then Lord Chancellor Liz Truss’s decision to reduce the rate from 2.5% to -0.75%, 
leading to a significant negative financial impact to insurers with an exposure to high value 
personal injury claims. The response paper sets out a summary of the replies received from all 
stakeholders, and the Government’s conclusions and next steps.  
  
Link: https://www.gov.uk/government/consultations/personal-injury-discount-rate-how-it-
should-be-set-in-future  
  
The outcome of the review is broadly positive for the insurance industry. The impact to insurer 
strategies and operational considerations is unlikely to be clear at this stage, but Altus has 
included a summary of the conclusions below for awareness. 
  
Key points:  
  

• In reaching its conclusions, the Govt. has taken into account the replies to the 
consultation and various pieces of research (including international comparisons).  

• The MoJ believes that the assumptions as set out in the current law are unrealistic, and 
are likely to lead to compensation of greater than 100%.  

• Changes to the legal framework proposed: 
o Rate to be set with reference to the expected rate of return on a low risk 

diversified portfolio of investments (rather than very low risk as currently). Actual 
investment practices and rates available to be considered as part of this.  

o Principles to be set out in statute.  
o Rate to be reviewed within 90 days after legislation comes into force, and then 

every 3 years (review to take maximum of 180 days).  
o Rate to be set by the Lord Chancellor, with advice from an expert panel – to be 

chaired by the Govt. Actuary, plus inclusion of an actuary, an investment 
manager, an economist and someone with experience of consumer investment 
affairs.  

o It will be possible to set different rates for different types of case, as currently. 
o No changes to the law around periodical payment orders (PPOs).  

• Next steps – alongside the response paper, the Govt. has published draft clauses for 
further views, which it intends to introduce as amendments to the Damages Act 1996 as 
soon as Parliamentary time permits. (Link: 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/642706/p
ersonal-injury-discount-rate-command-paper-web.pdf).  

• In his announcement, Justice Secretary David Lidington indicated that if the new system 
were applied today, it would lead to a discount rate between 0% and 1% - this would be 
closer to industry expectations of where the rate would be set, prior to the controversial 
reduction to -0.75% earlier this year.  

  
As changes to primary legislation will be needed to allow the new approach, and a subsequent 
period of 3-9 months for the discount rate to be reviewed and updated, it is likely to be some 
time before insurers see the financial benefit of the Government response.   
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