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Foreword

We are delighted to present our annual outlook on the
M&A market for the UK insurance broking industry for 2021.

Within this review of the market, we:

» Reflect on some of the industry’s M&A themes from the last 12 months;

= Outline the results of our insurance broker survey carried out during 2020; and
= Run our predictions for the insurance broking M&A market for 2021.

It would be fair to say that 2020 was very different to what any of us could have imagined.
However, despite the obvious challenges, M&A activity in the insurance broking sector
remained resilient and we have already seen this momentum continuing into 2021.

Please feel free to contact us or any member of the M&A team should you have any questions.

Simon Fitzsimmons
Insurance M&A
T: +44 (0)7794 031134

Jack Haynes
Insurance M&A
T: +44 (0)7884 251994
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Insurance Broker M&A activity
2020 remained stable despite obvious headwinds

Deal numbers... Consolidators capitalise
on opportunities...

After a brief pause, the consolidators returned
to execute their acquisition pipelines.

With some consolidators joining forces
once again, including Ardonagh’s swoop
of Bravo Group.

Despite the pandemic, the insurance broking
market is deemed a safe place for investment
with deal numbers remaining stable compared
to prioryear.

2020
M&A

PE remains a vital source review Some notable deals have
of funding in the market... come from overseas buyers...
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Results of our 2020 survey

D%

(@
...a minority of brokers think potential tax rate
changes is the most important factor for M&A
activity... the majority believe M&A activity

is driven by the insurance sector being more
attractive for investment than others.

02%

..believe that the current level of consolidation
is sustainable, a reduction from 83% in our
survey last year. Also, 86% feel consolidation

in the market has positive elements.

6/%

...suggest that having more buyers in

the market (PE, international and new
consolidators) is the main reason for high
multiples in the sector. Others have suggested
that the low returns in other sectors will amplify
this demand.

VASY:

...think that M&A multiples will remain stable
after considering the impact of COVID-19.
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43%

...of brokers feel that Insurtech has had no real
impact on the industry over the last 12 months,
however the majority feel that COVID-19 will
influence their relationship with or investment
in Insurtech going forward.

50%

...of brokers stated that COVID-19 will be the
biggest challenge to organic growth over the
next 12 months, however 76% suggest they have
not changed their corporate strategy as a result.

/6%

...of brokers think that there are positive
elements to having PE as a source of funding
in the sector, which is a consistent rate to our
survey last year.

90%

...of respondents think that current levels of
M&A activity in the insurance broking sector
will remain stable or increase as a result of
COVID-19.
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After the contradiction that was 2020, attention will focus
on investing in resilient sectors such as insurance

Macro environment

An opportunity arises for those brokers that
are able to ride the challenges of a hardening
market and a threat for those that don’t...

...as a result we are likely to see a flurry of
acquisition opportunities arise whether
through choice or necessity.

The pandemic has
accelerated the shift
towards digital insurance,
which will change the
behaviour of many brokers
and play into the hands that
already have...

L%

..we expect to see

a closer relationship

with insurtech, whether
that’s digital brokers

or investment in software
to the broking industry.

Private equity

Portfolio management may have been critical
for parts of 2020 for private equity, but there
will be an eagerness to replicate success
stories recently seen...

...attentions are likely to turn closer towards
niche growing product lines and
concentrate further on those with a digital
presence.

Last year, we identified a number of high profile
PE exits that did crystallise in 2020, including
GRP and Kingsbridge) and just recently PIB...

...below are a few that could happen in 2021...

PE house Broker Invested
ECI AET N E! 2014
Connection Tempcover 2017
Inflexion My Policy 2017
AnaCap Brightside Group 2014

2021

M&A

outlook

Overseas activity

Overseas investment has for a long time
fuelled M&A activity in the UK market and
in particular investors from the US.

Despite Gallagher not acquiring any UK
brokers in 2020, last year still saw the joint
highest number of deals involving US based
funding...

..with a number of other US players on the
acquisition hunt for UK insurance broking
businesses, we are expecting this trend

to continue into 2021.

US investors into UK insurance broking
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‘New’ consolidators

A number of the traditional consolidators have
already started making headlines in 2021, with
all of Ardonagh, Aston Lark, Gallagher, GRP
and PIB making acquisitions within the first
few weeks of the year...

...alongside the traditional consolidators,
there are a number of ‘newer’ consolidators
heating up the market, driving demand for
the mid size broker base.

Despite the high levels of
consolidation seen in the
market over recent years,
the number of businesses
in the industry has only
marginally fallen.

Number of insurance
brokers 2016-2021

-0.2%

There are opportunities for brokers at the smaller
end of the market to break into the middle
ground or see themselves being approached

by larger players or as new private equity platforms.
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Contacts

Simon Fitzsimmons, Insurance M&A
T: +44 (0)7794 031134
E: simon.fitzsimmons@mazars.co.uk

Jack Haynes, Insurance M&A
T: +44 (0)7884 251 994
E: jack.haynes@mazars.co.uk

Mazars is an internationally integrated partnership, specialising in
audit, accountancy, advisory, tax and legal services*. Operating in over
90 countries and territories around the world, we draw on the expertise
of 40,400 professionals — 24,400 in Mazars’ integrated partnership
and 16,000 via the Mazars North America Alliance - to assist clients

of all sizes at every stage in their development.

*where permitted under applicable country laws

www.mazars.co.uk
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Mazars LLP is the UK firm of Mazars, an international advisory and
accountancy organisation, and is a limited liability partnership registered

in England with registered number OC308299. A list of partners’ names

is available for inspection at the firm’s registered office, Tower Bridge House,
St Katharine’s Way, London E1W 1DD. Registered to carry on audit

work in the UK by the Institute of Chartered Accountants in England

and Wales. Details about our audit registration can be viewed at
www.auditregister.org.uk under reference number CO01139861.
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