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 A t thet thet  start of start of start  2009, of 2009, of  agencies were at a at a at  crossroads, a crossroads, a  not knowing not knowing not  whether to whether to whether  buy, sell
or implementor implementor  new implement new implement  or new or new  improved or improved or  organic growth strategies. The path was uncertain,
but itbut itbut  was it was it  widely believed M&A activity would continue at a at a at  brisk a brisk a  pace brisk pace brisk  throughout

2009 as it did it did it  in 2008.
Instead, announced transactions were at the lowest levels in six years and the sec-

ond least active of the of the of  decade. Total deal count was 185 compared with 307 in 2008, a
40% decline. As expected, both public and privately held brokerages continued to lead
consolidation efforts with 131 deals. Trailing far behind were insurance and financial
service companies, with just 33, and banks, with just 21—the low-
est in 10 years.

Brown & Brown, which has historically been the most active most active most
acquirer eachacquirer eachacquirer  year, was surpassed for the for the for  first time first time first  since 2000 by
Arthur J.Arthur J.Arthur  Gallagher. The top six most six most six  active most active most  acquirers were Gallagher
(11), Hub International (9), Brown & Brown (8), Marsh & McLennan
(7), and—tied for fifth for fifth for  place—(6 each) Wells Fargo Insurance Ser-
vices and Ascension Insurance. These six brokerages six brokerages six  accounted for
25% of M&A of M&A of  last year. last year. last

Buyer demandBuyer demandBuyer  picked up in December with December with December  25 deals, but it but it but  was it was it
weak allweak allweak  year for year for year  five for five for  main reasons:

Uncertainty about the about the about  economyp

The threat of threat of threat  nationalized of nationalized of  healthcarep

Instability in the credit markets credit markets creditp

Bank focusBank focusBank  on strengthening balance sheets and increasing stock prices stock prices stockp

Lack ofLack ofLack  capital of capital of  and increased cost of cost of cost  debt, of debt, of  which reduced private equity group activity.p

Another factorAnother factorAnother  affecting factor affecting factor  M&A was transaction valuation multiples. Valuations fell from
2008 and created a significant a significant a  valuation significant valuation significant  gap between buyers and sellers. Many sellers took
a wait-and-seea wait-and-seea  approach, waiting for valuations for valuations for  to increase and seeing if a if a if  buyer a buyer a  would buyer would buyer
pay their asking their asking their  price.

Clearly, the threat of threat of threat  nationalized of nationalized of  healthcare and the broader prospect broader prospect broader  of prospect of prospect  overall of overall of  health-
care reform greatly affected acquisitions of employee of employee of  benefit agencies. benefit agencies. benefit  There were 43 ben-
efits deals in 2009 versus 99 in 2008—a decline 2008—a decline 2008—a  of 57%. of 57%. of  Some buyers completely took a took a took
pass while others cautiously moved forward with deals in the works.

January isJanuary isJanuary  typically a typically a typically  very a very a  active very active very  month, but average but average but  activity stayed activity stayed activity  the course with 16 with 16 with
deals. Insurance brokerages accounted for 15. for 15. for  For the For the For  most part, most part, most  banks will play a play a play  minor a minor a
role in brokerage in brokerage in  consolidation going consolidation going consolidation  forward, with the with the with  exception of exception of exception  Wells of Wells of  Fargo and BB&T.

Not allNot allNot  is dim, as the outlook for outlook for outlook  2010 for 2010 for  M&A activity looks rosy. Buyer demand Buyer demand Buyer  and
seller supplyseller supplyseller  should both increase as the economy improves and answers surrounding
healthcare reform become clearer. The valuation gap should narrow as narrow as narrow  valuations increase
slightly and sellers better accept better accept better  and accept and accept  understand current valuation current valuation current  multiples. The trans-
formation of the of the of  healthcare distribution model, a pending a pending a  rise in the capital gains rate, the
ever-increasing age of the of the of  average, independent agency independent agency independent  owner, and the inability to perpetu-
ate internally, along with several other variables, other variables, other  will continue to drive consolidation.

Send your M&A AnnounceMentS to AudrA SzolloSy At Audra.Szollosy@LeadersEdgeMagazine.com.

By AudraBy AudraBy  Szollosy
Senior ViceSenior ViceSenior  President

Hales & Co.

Retail vs. Wholesale AcquisitionsRetail vs. Wholesale AcquisitionsRetail vs. Wholesale AcquisitionsRetail vs. Wholesale AcquisitionsRetail vs. Wholesale AcquisitionsRetail vs. Wholesale Acquisitions
octoBer-deceMBer 2009
Retail 49
Wholesale 7

Disclosure: Scorecard year-to-date totals may change from month to month should an acquirer contact acquirer contact acquirer  Hales to request an ear-
lier acquisitionlier acquisitionlier  be included in the Scorecard that was not publicly announced. As always, Hales welcomes your announcements. your announcements. your

Market teMperature: NIppY 

Adios, Au Revoir, Farewell 2009
and Good riddance
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  [ the real deal ]
Recent M&A Action

Brokerages
American Westbrook ins. Services American Patriot Insurance Agency ill. p-c insurance agency specializing agency specializing agency  in the construction field

Aon corp. Allied north America n.Y. surety and surety and surety  construction insurance brokerage firm Price: $145m revenue: $88m

Aon corp. Fcc global Insurance Services Spain-based captive brokerage and subsidiary of subsidiary of subsidiary fomento De construcciones Y
contratas, specializing in infrastructure, environmental and environmental and environmental  related public services

brown & brown Alamo Insurance group tetet xas brokerage providing p-c insurance, employee benefits insurance, personal insurance, personal insurance, personal
and risk management risk management risk  products and services revenue: $4.3m

capacity coverage eJA &JA &JA  Associates n.J. full-service insurance agency

cbiZ national Benefit Alliance utah firm specializing in the design, implementation and administration of employee of employee of
benefit plans to service government contractors as well as well as well  the traditional commercial traditional commercial traditional  market commercial market commercial revenue: $2m

cochrane & co. zurich transportation accounts from calif.-based trans cal, a general agent general agent general  and surplus lines brokerage

eAGiL financial Groupnancial Groupnancial goebel Insurance Agency Pa.-based Agency Pa.-based Agency  agency offering agency offering agency  a full line full line full  of p-c of p-c of  and life insurance products

frank crystal &rystal &rystal co. gables Financial group fla. brokerage specializing in corporate employee benefits, pension and retirement planning

Higginbotham & Assoc. McKinney InsuranceMcKinney InsuranceMcKinney group tetet xas commercial and commercial and commercial  personal p-c personal p-c personal  insurance brokerage

Hub international Associated Insurance Managers mont. full-service insurance brokerage

Hub international commercial linesommercial linesommercial  and life & health books of business of business of  of calif.-based Wescom Insurance Services, a wholly owned wholly owned wholly
subsidiary ofsubsidiary ofsubsidiary  Wescom of Wescom of credit union

Hub international ogilvy, gilbert, norris & hill d/b/a ogilvy hill Insurance calif. insurance brokerage offering commercial, personal
and employee benefits products and services to its client base of businesses of businesses of  and individuals revenue: $7m

integro William e. Kelly Agency Kelly Agency Kelly n.Y. personal lines personal lines personal  agency specializing agency specializing agency  in insuring yachts

integro london Market Insurance Brokers u.K. brokerage with a specialty in specialty in specialty  marine coverage solutions

investor Groupnvestor Groupnvestor  led by mgmt. of millennium
brokerage Grp.

Millennium Brokerage group tenn.tenn.t  life insurance brokerage and subsidiary of subsidiary of subsidiary enterprise financial Services
corp. Price: $4m

Jardine Lloyd thompson Group hSBc Actuaries and consultants u.K. firm and subsidiary of subsidiary of subsidiary  HS of HS of bc Holdings, providing actuarial and actuarial and actuarial  pension
consultancy services,consultancy services,consultancy  financial planning financial planning financial  services, employee benefit services and pension administration to u.K.
companies Price: $44.9m revenue: $65.9m

Johnson & Johnson Sunbelt general Agency Ala. Agency Ala. Agency  full-service managing general agency general agency general  and agency and agency  subsidiary of subsidiary of subsidiary  American of American of modern
insurance Group

Karen & michael Quigleyichael Quigleyichael ins. Agency elmer r. Jordan Insurance Agency calif. agency offering agency offering agency  personal insurance, business insurance, and financial
services

Lawson-Hawks insurance Assoc. J6 Insurance Services calif. insurance brokerage specializing in construction and environmental insurance environmental insurance environmental

Lockton companies Significant stake in IMI South Korean insurance brokerage

marsh & mcLennan cos. hSBc Insurance Brokers u.K. international provider international provider international  of provider of provider  risk of risk of  intermediary risk intermediary risk  and intermediary and intermediary  risk advisory risk advisory risk  services advisory services advisory  and wholly
owned subsidiary of subsidiary of subsidiary  HS of HS of bc bank Price: $219.3m

marsh & mcLennan cos. the nIA group n.J. brokerage providing p-c insurance, employee benefits, personal insurance personal insurance personal  and life insurance/
estate planning revenue: $62m

mgmt. of Alliance of Alliance of insurance Agency Alliance Insurance Agency Va. Agency Va. Agency  full-service insurance agency and agency and agency  subsidiary of subsidiary of subsidiary  Alliance of Alliance of bankshares corp. Price: $5m

mgmt. of nb&t insurance Agency nB&t Insurance Agency ohio full-service insurance agency and agency and agency  wholly owned wholly owned wholly  subsidiary of subsidiary of subsidiary the national bank andnk andnk
trust co.

nSm insurance Group condon & Skelly collectible Vehicle Insurance n.J. insurance brokerage serving the antique, classic car, and
street rod market

risk Strategiesisk Strategiesisk co. gSM Insurance Services calif. specialty insurance specialty insurance specialty  organization with a focus on construction services, environmental
and professional liability professional liability professional

Shepherd insurance Agency detrude & co. ind. employee benefits firm serving several business several business several  sectors, including law firms, law firms, law  manufacturers,
service organizations and governmental agencies governmental agencies governmental

the Securus Group the dunlop Agency merger betweenerger betweenerger  two Pa. full-service insurance agencies

trc Stevenson Merritt & McKenzie Ga. full-service insurance agency and agency and agency  subsidiary of subsidiary of subsidiary first Horizon national corp.

tricounty insurance Steve Brooks Insurance Services merger betweenerger betweenerger  two calif. full-service insurance agencies

united insurance mexico agency business agency business agency  of maine-based northeast Bank Insurance Bank Insurance Bank group, a wholly owned wholly owned wholly  subsidiary of subsidiary of subsidiary
northeast bank

Willis Group Holdings dickson & co. Insurances ireland commercial and commercial and commercial  personal lines personal lines personal  brokerage

Willis Group Holdings Mccausland light & rankin ireland commercial insurance commercial insurance commercial  brokerage specializing in transportation insurance and a
wide range of property of property of  insurance, property insurance, property  varying from single occupancy to occupancy to occupancy  industrial estates industrial estates industrial

Insurance and FInancIal servIces
independence Holding co. Alliance underwriters fla. managing general underwriter general underwriter general  of underwriter of underwriter  employer of employer of  stop employer stop employer  loss

northeast Delta Dental combined Services n.H. general insurance general insurance general  agency and agency and agency  subsidiary of subsidiary of subsidiary fort Dearborn Life insurance co. offering a full
portfolio of employee of employee of  benefits insurance products and administrative services throughout maine, n.H. and Vt.
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Announced



What’s Being BoughtWhat’s Being Bought
Full Service 32
P-C Commercial 13
Benefits 9
P-C Personal 1
Life, LTC, and/or DI and/or DI and/or 1
TPATPATP 0
Title 0

Who’s Buying
Insurer &Insurer &Insurer  Other 9
Insurance Broker 41
Bank 6

[ scorecard ]
Our World in Play

YTd
compAnY 12/31

YTd
compAnY 12/31

YTd
compAnY 12/31

BAnKS
Af financial Group 1
Allegacy federal credit union 1
Ameriana bancorp 1
Aquesta bank 1
bb&t corp. 1
city Holdingity Holdingity co. 1
eastern bank corp. 1
fedfirst financial corp. 1
first Horizon national corp. 1
Kinderhook bank corp. 1
national Penn bancshares 1
northeast bancorp 1
townebank 1
umb financial corp. 2
Wells fargo & co. 6
total 21
InSurAnce And FInAncIAl SerVIceS
American financial Group 1
beazley Groupeazley Groupeazley 1
catlin Group 1
citadel reinsurance co. 1
clear choice Health Plans 1
comprehensive care corp. 1
fortegra financial corp. 1
Hcc insurance Holdings 1
ironshore 1
manulife financial corp. 1
markel corp. 2
northeast Delta Dental 1
Pan-American Life insurance Group 1
Physicians Healthcare mgmt. Group 1
Primary GroupPrimary GroupPrimary 1
randall & Quilter investment Holdings 1
tower Groupwer Groupwer 1
W.r. berkley corp. 1
XL capital 1
Xn financial 1
total 21
BroKerAgeS
53 Group Holdings 1
A.n. Ansay & Ansay & Ansay  Associates 1
Aci Specialty benefits 1
American Westbrook ins. Services 1
AmWinS Group 4

Aon corp. 3
Apex Global Partners 1
Armstrong/robitaille/riegle 2
Arthur J.Arthur J.Arthur  Gallagher & Gallagher & Gallagher co. 11
Ascension insurance 6
Ash brokerage corp. 1
Associated insurance mgmt. 1
Atlantic risk Specialists 1
Atlas insurance Agency 1
bearence management Group 1
bollinger 2
bradley &radley &radley  Parker 1
brower insurance Agency 1
brown & brown 8
capacity coverage 1
cbiZ 2
chastain & Assoc. 1
ciA GroupA GroupA 1
cooper Gayooper Gayooper 1
cottingham & butler 1
Dean & Draper ins. Agency 1
Demetriou General Agency 1
Diablo Valley insurance Agency 1
eastern insurance Acquisition Group 1
edgewood Partners insurance center 2
frenkel & co. 1
Glatfelter insurance Group 1
GnW-evergreen insurance Services 2
Group benefit Services 1
Hector fortun, former owner former owner former  of owner of owner fortun

ins. Agency
1

Higginbotham & Associates 3
Hix insurance Associates 1
Hub international 9
insurance Specialty Group Specialty Group Specialty 1
inSuricA ServicesA ServicesA 1
integro 1
Jardine Lloyd thompson Group 1
John o. bronson co. 1
Keenan & Suggs 1
Keystone insurers Group 1
Knight crockett miller ins. Group 1
KPD insurance 1
Lawson-Hawks ins. Associates 2
management of nb&t insurance Agency 1
management of Sovereign benefits consulting 1

marsh & mcLennan cos. 7
marshall & Sterling insurance 1
mbL Advisors Holdings 1
mcneary 1
mcQueary HenrycQueary HenrycQueary bowles troy 1
new Yorkew Yorkew  Long-term care brokers 1
nif Group 1
nii bSA 1
niP 1
owners and employees of Galloway-chandler-

mcKinney ins. Agency
1

Premier insurance 1
Propel insurance 1
Scirocco financial Group 1
Seubert & Associates 1
Shepherd insurance Agency 1
texas Security General Security General Security insurance Agency 1
the buckner co. 1
the buren insurance Group 1
the niA GroupA GroupA 1
the Securus Group 1
trc Stevenson 1
tricounty insurance 1
united insurance 1
uSi Holdings corp. 1
Wagner insurance Agency 1
Warranty title Agency 1
Western States insurance Agency 1
Weymouth & Smith 1
William Gallagher Assoc. Gallagher Assoc. Gallagher 1
Willis Group Holdings 1
Woodruff-Sawyer &Woodruff-Sawyer &Woodruff-Sawyer co. 1
York international Agency 1
total 131
other
AHm corp. Holdings 1
Astorg Partners 1
evolution capital Partners 1
LtLtL c Global Solutions 1
management team and fund management Group 1
meDeX Global Group 1
Stone Point capital 1
undisclosed buyer 4
Watson Wyatt Worldwide 1
total 12

  [ the real deal ]
Recent M&A Action

Acquirer TATAT rgeT Firm

Banks
totot wnebank taylor Johnsonaylor Johnsonaylor group Va. full-service insurance agency

Wells fargoargoar  & co. orca Bay Benefits Bay Benefits Bay  Wash. insurance brokerage providing employee benefits services including, healthcare
reimbursement arrangements (HrAs), healthcare savings accounts (HSAs), individual and individual and individual  large group medical
insurance plans, and a full range full range full  of value of value of  added benefits services

Wells fargoargoar  & co. ileader risk Managementisk Managementisk  Solutions fla. brokerage providing risk management risk management risk  services and insurance brokerage
solutions to the healthcare, transportation, retail, and hospitality industries, hospitality industries, hospitality  as well as well as well  providing Peo/staffing solutions
for largefor largefor  and mid-sized organizations

other
Stone Point capital 49% minority interest minority interest minority  in tetet xas-based higginbotham & Associates

Watson Wyatt Worldwide towers, Perrin, Forster & Forster & Forster crosby merger betweenerger betweenerger  two global consulting global consulting global  firms Price: $4b revenue: $1.76b
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