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Rating Outlook — Stable
Fitch Ratings’ stable outlook on the U.S. insurance broker sector reflects an expectation
that brokers’ balance sheet strength and profitability will remain supportive of ratings
over the next 12–18 months.
Sector Trend — Stable
Fitch’s stable sector outlook recognizes continued flat or declining rates in most
commercial insurance segments and a soft reinsurance market that will pressure organic
growth. Revenues from diverse product and geographic platforms, such as healthcare
and benefits consulting, should help offset headwinds.
Acquisition Interest Surges
The pace of acquisitions increased following a period of more modest activity due to
an improving global economy with available funding in a low interest rate environment.
Private equity firm acquisition activity continues to expand, representing 54% of 2015
transactions versus 29% in 2011 according to a report by Optis Partners. Banks’ waning
interest in diversifying via broker acquisitions may be shifting as evidenced by BB&T
Corporation’s announced purchase of the U.S. brokerage business of Cooper Gay
Swett & Crawford.

Consolidated EBIT
Operating Margins
(%)
30
25
20
15
10
5
0

2014 Margin
2015 EBIT (RHS)

Organic Growth

2015 Margin

($ Mil.)
3,000
2,500
2,000
1,500
1,000
500
0

www.fitchratings.com

0
(5)

EBITDA/Interest Expense

2014

2015

Note: Excludes regulatory settlements and certain
other large nonrecurring items.
Source: Company SEC filings, press releases.

Martha M. Butler, CFA
+1 312 368-3191
martha.butler@fitchratings.com

5

Debt/EBITDA

Growth Challenges from Softening Market
Growth for the brokers in Fitch’s coverage universe remained positive at 3% in 2015,
continuing a favorable trend since 2011. This trend reflects primary insurance premium
growth, positive economic growth and acquisition integration completion. Emerging
markets, healthcare and alternative reinsurance markets are sources of expansion and
opportunities. Organic growth is anticipated to slow but remain positive in 2016.
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Note: Average results of insurance brokerage
operations for companies included in the Fitch
Insurance Broker Index.
Source: Company data, Fitch Ratings.
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Note: Excludes regulatory settlements and certain
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Debt-Servicing Abilities Solid as Leverage Rises
EBITDA/interest expense coverage remains solid for brokers despite increased debt
levels over the last two years. Near-term coverage should remain in the high single
digits in aggregate based on projected earnings and free cash flow growth. Total debt
grew in part due to increased acquisition opportunities and caused some temporary
rises in debt levels for preclosing financing. Low interest rates also promoted early debt
refinancing at lower costs.

Profit Margins Flattening
Brokers continue to generate double-digit operating margins; however, the average
margin flattened in the last two years from pricing pressures and lower margin business
growth. Margins should be stable in 2016 with modest improvements to overall earnings,
reduced expenses and strong cash flow.

(%)
20

Reported Revenue Growth
Organic Revenue Growth

(x)
20
10
5
0

Private Equity
Other

Private Owned
Bank

Public

(No. of Deals)

451

500
300

2015

15

Expansion of Private
Equity-Backed Broker Acquisitions

400

2014

289

321

268

357

Note: Excludes regulatory settlements and certain
other large nonrecurring items.
Source: Company SEC filings, press releases.

Insurance Broker Ratings
Company
Aon plc
Marsh & McLennan Companies, Inc
Willis Towers Watson plc

Senior
Debt Rating
BBB+
A–
BBB

Source: Fitch Ratings.

200
100
0

2011

2012

2013

2014

2015

Source: Optis Partners.

March 23, 2016

U.S. Insurance Brokers Dashboard
Disclaimer
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: HTTPS://FITCHRATINGS.
COM/UNDERSTANDINGCREDITRATINGS. INADDITION, RATING DEFINITIONSAND THE TERMS OF USE
OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT WWW.FITCHRATINGS.
COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO
AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE PROVIDED
ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS
OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED
ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
Copyright © 2016 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street,
NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or
retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing
and maintaining its ratings and in making other reports (including forecast information), Fitch relies
on factual information it receives from issuers and underwriters and from other sources Fitch believes
to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it
in accordance with its ratings methodology, and obtains reasonable verification of that information
from independent sources, to the extent such sources are available for a given security or in a given
jurisdiction. The manner of Fitch’s factual investigation and the scope of the third-party verification it
obtains will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located,
the availability and nature of relevant public information, access to the management of the issuer and
its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon
procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports
provided by third parties, the availability of independent and competent third-party verification sources
with respect to the particular security or in the particular jurisdiction of the issuer, and a variety of
other factors. Users of Fitch’s ratings and reports should understand that neither an enhanced factual
investigation nor any third-party verification can ensure that all of the information Fitch relies on in
connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers
are responsible for the accuracy of the information they provide to Fitch and to the market in offering
documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of
experts, including independent auditors with respect to financial statements and attorneys with respect
to legal and tax matters. Further, ratings and forecasts of financial and other information are inherently
forward-looking and embody assumptions and predictions about future events that by their nature
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cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts
can be affected by future events or conditions that were not anticipated at the time a rating or forecast
was issued or affirmed.
The information in this report is provided “as is” without any representation or warranty of any kind,
and Fitch does not represent or warrant that the report or any of its contents will meet any of the
requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a
security. This opinion and reports made by Fitch are based on established criteria and methodologies
that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective
work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or
a report. The rating does not address the risk of loss due to risks other than credit risk, unless such
risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports
have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A
report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled,
verified and presented to investors by the issuer and its agents in connection with the sale of the
securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy,
sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any
security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to
any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for
rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency
equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular
issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such
fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent).
The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by
Fitch to use its name as an expert in connection with any registration statement filed under the United
States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the
securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and
distribution, Fitch research may be available to electronic subscribers up to three days earlier than to
print subscribers.
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian
financial services license (AFS license no. 337123) which authorizes it to provide credit ratings to
wholesale clients only. Credit ratings information published by Fitch is not intended to be used by
persons who are retail clients within the meaning of the Corporations Act 2001.
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