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INTRODUCTION

Insurance premium finance is a well-established, high-margin, high-growth
commercial lending activity with low credit quality costs. Finance companies
extend credit to a range of commercial enterprises at relatively high yields. Loans
are collateralized by the unearned premium of commercial insurance policies held
by highly-rated insurance carriers. We estimate the commercial insurance premium
finance segment has grown to $60 billion of annual originations, up 10% CAGR from
our last report, owing primarily to significant growth in the underlying E&S market.

Insurance premium finance is a pillar of commercial lending, financing mission-
critical insurance products for small and medium-sized businesses. As a
collateralized, short duration (?-10 months average maturity), fixed rate loan,
generally priced at a spread over Prime, insurance premium finance represents a
safe avenue for lenders to deploy capital at attractive risk-adjusted returns.

Over the past two decades, industry consolidation has bifurcated the competitive
landscape: a limited group of large players has amassed significant market share
compared to the fragmented universe of smaller firms.

The top three players command an estimated 70% market share. Privately-held
Imperial PFS (IPFS) secured its leadership position with the recent acquisition of
Stonemark and continued growth in the U.S. and Canada. FIRST Insurance Funding,
with a leading position in Canada, is a close second to IPFS in the U.S.
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While M&A activity was robust in 2024, with four significant transactions, activity in
2025 has abated. Acquisition appetite for premium finance companies of scale
remains broad. Deposit-rich banks seeking an avenue for the safe deployment of
capital are drawn to premium finance due to the conservative nature of the
underlying asset and the success of bank-owned lenders. Consolidators continually
look to add scale. Meanwhile, financial sponsors and private credit firms are
showing interest in the asset class, in many cases aiming to control the asset
origination platform to deploy significant capital. Industry consolidation has left few
platforms or large acquisition targets available for sale, however. Nonetheless, there
are several emerging opportunities for new entrants and consolidators alike.

Technology is an increasingly important differentiator, and tech-enabled and tech-
forward-thinking players are attracting interest from a broader set of new investors.

This report examines key dimensions of the
insurance premium finance sector, including:

Industry Overview
Market Growth

Competitive Landscape

M&A Dynamics
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@ \ousTRY OVERVIEW
The commercial lines insurance premium COMMERCIAL LOAN VOLUME

finance market has expanded to $60 bilion ———
in annual originations, up approximately [#1 Glions)

10% CAGR
10% CAGR since our 2022 report. Growth is /
driven primarily by expansion in the $60

underlying E&S market, higher premium $45
rates across commercial lines, and greater $35

adoption of financing among insureds.

Interest rates have stabilized but remain

elevated, and economic  pressures

continue to affect small and medium-sized
businesses. 2018 2021 2024

From an asset class perspective, premium finance exhibits exceptional credit
performance and profitability. Loans are collateralized by unearned premiums
held by A-rated or better carriers, producing loss rates typically below 25 basis
points per year.

Among the top lenders, pretax returns on average assets (ROAA) stand at roughly
2.5%, exceeding many other commercial and specialty finance products. The top
10 players generated more than half a billion dollars of pretax profit on roughly $20
billion of average assets in 2024.

The asset’s short duration, strong collateral, and relatively high yields make
premium finance an atfractive sector for bank-owned platforms, strategic
consolidators, and private capital providers seeking safe deployment of capital.

TYPICAL PREMIUM FINANCE TRANSACTION
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https://coladv.com/wp-content/uploads/Commercial-Lines-Insurance-Premium-Finance-December-2022.pdf
https://coladv.com/wp-content/uploads/Commercial-Lines-Insurance-Premium-Finance-December-2022.pdf
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DRIVERS OF LOAN GROWTH

« Hard market pricing dynamics elevate per-policy

PREMIUM GROWTH financing amounts

« Recent underlying interest rate reductions and current

RATE ENVIRONMENT stability are boosting adoption

« Continued non-admitted carrier growth drives

E&S EXPANSION incremental loan demand

« Economic uncertainty encourages the use of off-
balance sheet financing

CREDIT CONDITIONS

« SMEs increasingly use premium finance to manage

ADOFTION TRENDS liquidity and cash flows amid rising costs

lInsurance Information Institute
2S&P Capital IQ, Insurance Insider US Page 4 of 10
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€ comPETTIVE LANDSCAPE

The premium finance industry has evolved into a highly concentrated yet fiercely
competitive landscape. The top three players—Imperial PFS (IPFS), FIRST Insurance
Funding, and AFCO Direct—collectively control more than 70% of the total market
volume. The fourth largest participant is roughly one-tenth the size of the market
leader.

CONCENTRATION

The top five participants command roughly 75% of originations; the top 10 around
80%; and the top 20 about 85%. Approximately 55% of total loan volume is
originated by bank-owned platforms, consistent with our last report. Two of the top
three platforms are bank-owned. Large balance sheets and low cost of funds
generally enable banks to originate more aggressively than independents.
Nonetheless, the capital markets provide an excellent source of low-cost debt
financing for those players that can access it.

We estimate 2.2 million commercial lines premium finance loans were originated in
2024, with the top five lenders accounting for two-thirds of total unit volume.

The largest lenders generally cater to larger insurance agencies, which in furn
support larger insured clients with larger loans. The most successful lenders provide a
one-stop-shop solution to larger agencies to service their big, medium, and small-
ticket clients. Middle-market loans are generally the most profitable on a risk-

adjusted basis.
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GROWTH AMONG THE TOP 10

In recent reports, we predicted that the late 2022 combination of AFCO and
BankDirect would create opportunities for competing firms to wrestle share away
from the combined entity, as larger agencies in particular would distribute their
business across multiple providers. It appears FIRST (which increased volume by 13%)
and Pathward (subsequently acquired by Honor Capital in 2024) were the largest
beneficiaries of any such fallout.

Middle market and smaller players posted the highest volume growth rates, as
usual. Honor's impressive annual growth rate stems in part from its late 2024
acquisition of Pathward; nonetheless, we estimate Honor grew 46% organically.
Goto, Peoples, and Capital each posted strong double-digit growth in loan volume,
as well.

2024 LOAN VOLUME GROWTH

(% change in dollar loan volume)
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O A DYNAMICS

M&A activity in the premium finance industry was strong in 2024, featuring four
notable transactions, including IPFS’s acquisition of Stonemark and Honor Capital’s
acquisition of Pathward. However, 2025 has seen fewer deals, largely due to limited
availability of scaled, independent platforms.

TARGET BUYER

Oct-2024 HONOR CAPITAL SEARCHLIGHT CAPITAL
Oct-2024 PATHWARD PREMIUM FINANCE HONOR CAPITAL
Mar-2024 STONEMARK HOLDINGS IPFS

Feb-2024 AGILE PREMIUM FINANCE FIRST FINANCIAL
Nov-2022 BANKDIRECT AFCO

AUg-2022 SECURITY PREMIUM FINANCE NATIONAL PARTNERS
Mar-2022 CAPITAL PREMIUM FINANCE COPLEY EQUITY*
Feb-2022 HONOR CAPITAL HUDSON STRUCTURED
Jun-2020 TRIUMPH PREMIUM FINANCE PEOPLES BANCORP
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CONCLUSION

The commercial lines insurance premium finance industry remains one of the most
consistent and profitable segments of commercial lending. With its combination of
strong collateral, low losses, short duration, and scalable origination opportunities,
premium finance continues to attract institutional interest despite heightened
consolidation.

Premium finance offers an especially compelling investment opportunity for
commercial banks, in particular. The asset class has a track record of delivering
strong risk-adjusted returns with low credit losses. In a challenging macroeconomic
environment, borrowers are likely to leverage premium financing to better manage
cash flow and liquidity, accelerating growth for premium finance lenders. However,
two decades of industry consolidation results in a limited inventory of premium
finance platforms available for acquisition.

Despite this scarcity, interest from non-traditional capital sources and international
players continues to drive M&A demand for lenders of scale. We anticipate
considerable M&A and capital-raising activities across the industry in the next 12 to
24 months.
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COLONNADE IS THE LEADING ADVISOR TO THE
INSURANCE PREMIUM FINANCE INDUSTRY
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For more information on the Insurance Premium Finance industry,
please contact:

Gina Jeff Matt Derek Jack

Collins
Vice President
312.544.8543

jcollins@coladv.com

Cocking Guylay
Managing Director Managing Director
312.425.8145 847.452.8315

gcocking@coladv.com jguylay@coladv.com

Magee Spies
Sr. Account Executive Senior Vice President
312.870.6204 312.544.8541

mmagee@coladv.com dspies@coladv.com
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COLONNADE

Colonnade Advisors LLC ¢ 600 Cleveland Street ¢ Suite 272
Clearwater, FL ¢ 33755
Investment banking services provided through
Colonnade Securities LLC, member FINRA

Colonnade is an independent investment bank focused on the financial services and business
services sectors. Colonnade provides expert, objective advice on mergers and acquisitions, private
placements, and corporate finance issues for privately held businesses, publicly fraded companies

and financial sponsors. Our senior bankers bring extensive transaction experience, industry
expertise, a process orientation and a sense of urgency fo each engagement.

This advertisement was prepared November 2025. It is not investment advice, and Colonnade undertakes no obligation to
update the information contained herein.

Sources: Insurance Information Institute, S&P Capital IQ, Insurance Insider US, company presentations, public disclosure,
regulatory filings, and Colonnade research and estimates.

©2025 Colonnade Advisors LLC.

Copyright and Other Important Information

This document, including text, graphics, logos, icons, images and the selection and arrangement thereof, is the exclusive
property of Colonnade Advisors LLC and is protected by U.S. and international copyright laws. Colonnade hereby permits
you, unless you are an investment bank or other financial advisor, to download, copy, distribute, publish, reproduce, cite, link
or post this document or its contents subject to the following conditions: 1) you retain on any material all copyright and other
proprietary notices and 2) you do not modify this document or its contents in any way. Colonnade reserves all rights not
expressly granted. This document and the information that it contains are produced by Colonnade Advisors LLC solely for
general background information on the matters described. This document or any of its information may not be used for
investment, valuation or accounting purposes. None of Colonnade or its representatives or affiliates has agreed o or has
assumed any responsibility to provide you with investment advice, whether in a fiduciary capacity or otherwise.

MERGERS & ACQUISITIONS | CAPITAL RAISING | COLADV.COM




