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Focus. Expertise. Results.

Welcome to the quarterly update for the Insurance Premium
Finance industry. Insurance Premium Finance is an exciting
$40 billion industry where Colonnade has dominated in the
role of advisor to both buy-side and sell-side clients.

Having successfully advised on over two dozen transactions in the insurance
premium finance space, Colonnade’s focused approach, coupled with proven
expertise in premium finance, allows our team to deeply understand
industry players and dynamics and deliver optimal outcomes to our clients.
This 2022 Third Quarter Report analyzes data from the second quarter of
2022.

Insurance premium finance broadly encompasses commercial lines property
& casualty, personal lines property & casualty, and life insurance premium
finance. Our quarterly updates focus on the commercial lines segment,
although we periodically touch on news in adjacent segments, including life
insurance premium finance. Our quarterly updates cover both U.S. and
Canadian markets. The Colonnade Team maintains close relationships with
major industry players and provides this report to our readers to track
relevant industry news, sourced primarily from those public banks that
report segment results for their insurance premium finance groups.
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On an aggregate basis, this group reported a 12.9% quarterly increase in
outstandings and an impressive 21.9% year-over-year uptick.

Our Quarterly Update covers:
c Financial Results for select industry players

e Recent transactions — both M&A and financing

e Industry Outlook and other news
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a FINANCIAL RESULTS FROM SELECTED PUBLIC COMPANIES

Of the top 10 largest firms, only four are owned by public banks that report segment
data for their premium finance group. On an aggregate basis, this group reported a
12.9% quarterly increase in outstandings and a 21.9% year-over-year uptick.

Outstandings

($mm) Q/Qchange Y /Y change
FIRST INSURANCE' $5541 12.2% 22.5%
/' US PREMIUM
\/FiNANCE $942 15.0% 20.8%

A DIVISION OF AMERIS BANK

AFS & IBEX $481 19.2% 15.2%

A dwnston of MetaBank®

Peo les @ O $152 4.4% 30.1%

PREMIUM FINANCE

Aggregate Reported $7,117 12.9% 21.9%
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Annual Growth Rate of Composite Index (Y /Y Change)
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The insurance premium financing industry exhibited a healthy 21.9% annual growth
rate, despite inflationary and interest rate-related headwinds

Commentary

Despite increasing inflationary pressures and expected interest rate hikes, the premium
finance industry has exhibited exceptional annual growth. The industry benefits from
its inherently defensive positioning. Market slowdowns prompt insureds to seek
premium financing as cash flow management becomes a greater priority in a tight
economic environment.

* WinTrust reported that premium financing originations were $3.9 billion during the
second quarter of 2022, and average balances increased by $531.9 million as
compared to the first quarter of 2022

Robust loan growth in the face of broader macroeconomic headwinds echoes the
defensive nature of the industry, with major industry incumbent, WinTrust,
acknowledging the critical importance of their premium financing division in driving
loan growth during their recent Q2 2022 earnings call:
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“Loan growth for the quarter, net of PPP, was $1.9 billion or 22% annualized and just an
outstanding result. Equally as important and similar to the past few quarters, we continue to
see loan growth across the portfolio. I'd like to highlight a few key elements of this growth.
The second quarter is typically very strong for commercial premium finance and this quarter
was no exception with loans up $604 million, up slightly from the $563 million in the second
quarter of 2021. Life insurance premium finance continued to grow nicely with loans of $254
million.”

-Richard Murphy, Vice Chairman and Chief Lending Officer,
WinTrust Financial Corporation
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e RECENT TRANSACTIONS

M&A Activity

* In September 2022, Truist Insurance Holdings, Inc, announced that it had agreed to
acquire Bankdirect Capital Finance, a national premium finance Company from
Texas Capital Bankshares, Inc. The contemplated transaction would add over $3
billion in loans to Truist's premium finance business and broaden the Company'’s
platform within the life insurance sector. Post-close, BankDirect will operate as a
division of AFCO Credit Corporation, Truist's existing domestic premium finance
operation. The transaction is expected to close in Q4 2022

» Motivated by the prospects of geographic expansion, National Partners Pfco, LLC (a
WebBank subsidiary) acquired Security Premium Finance Company, a privately
held, Florida-based premium finance company in early August 2022

Financing Transactions

« In Q2 2022, PFS Financing Corp raised an aggregate $475 million of asset-backed,
fixed-rate notes secured by insurance premium loans. The two-tranche Series C
issue offered Class A and B notes, benchmarked to I-curve.

o Class A notes have an S&P rating of AAA, written at a spread of 115 basis points,
with a current yield of 3.9%

o Class B notes have an S&P rating of A, written at a spread of 165 basis points,
with a current yield of 4.4%
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e OUTLOOK AND OTHER NEWS

Outlook

Insurance premium finance remains an attractive asset class for banks and independent
operators alike. Despite broader macroeconomic headwinds, industry loans outstanding
have exhibited substantial growth. Incumbent players are growing organically with the
hard P&C market and are actively seeking acquisitions. Consolidation over the past two
decades has materially reduced the inventory of properties available, resulting in
favorable market dynamics for sellers.

Conclusion

Colonnade has been either the sell-side or buy-side M&A advisor for most transactions
within the insurance premium finance space over the past 20 years. These complex
transactions require an investment banking team with a depth of industry experience,
insider-level mastery, competitive positioning, and a robust network of buyer
relationships. If you own a premium finance company or you are contemplating an
acquisition in the space, please contact us. The Colonnade team is an expert industry
resource for you to leverage as you consider your next steps.
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Our podcast on the Insurance Premium Finance industry may also be of interest.
In this episode, we answer the following questions:

* What is the Insurance Premium Finance industry? MIDDLE MARKET M&A
: ; : PODCAST
* Why are Insurance Premium Finance companies RN G
attractive to buyers? INSURANCE PREMIUM FINANCE
* How has the Insurance Premium Finance industry . /\ I~
changed over time? E

* What are some of the key drivers of valuation
for Insurance Premium Finance companies?

* How can Insurance Premium Finance companies
differentiate themselves in the market?

* Is there a sweet spot in terms of loan size and yields for high-value Insurance
Premium Finance businesses?

* What advice would you give to owners of premium insurance finance
companies to get them ready to go to market?

 How are insurance premium finance companies valued?
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Colonnade is a leading advisor to the insurance premium finance industry

SECURITY
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For more information on the Insurance Premium Finance industry, please contact:

Jeff Guylay Gina Cocking Jack Collins Ross Martin Matt Magee
Managing Director Managing Director Associate Analyst Senior Account Executive
847.452.8315 312.425.8145 312.544.8543 312.870.6212 312.870.6204
jouylay@coladv.com gcocking@coladv.com jcollins@coladv.com rmartin@coladv.com mmagee@coladv.com

Colonnade Advisors LLC ¢ 600 Cleveland Street e 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, fairness opinions, valuation opinions and corporate finance issues for
privately held businesses, publicly traded companies and financial sponsors. Our senior bankers bring extensive transaction experience,
industry expertise, a process orientation and a sense of urgency to each engagement.

This advertisement was prepared September 2022. It is not investment advice, and Colonnade undertakes no obligation to update the
information contained herein.

Sources:

WinTrust Origination and average balances stats:
https://www.globenewswire.com/en/news-release/2022/07/20/2483216/11955/en/Wintrust-Financial-Corporation-Reports-Second-Quarter-
2022-Results.html

WinTrust Earnings Call Transcript (Industry commentary last bullet):
https://seekingalpha.com/article/4524951-wintrust-financial-corporation-wtfc-ceo-edward-wehmer-on-g2-2022-results-earnings-call

PFS Transaction Sources:
https://www.spglobal.com/ratings/en/research/pdf-articles/220516-presale-pfs-financing-corp-series-2022-c-and-2022-d-12371143
https://finsight.com/deal-60491-pfs-financing-corp-pfsfc-2022-c

Outstandings statistics for graphics: Respective company 10-Q's

©2022 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 to or has assumed any responsibility to provide you with investment advice, whether in a fiduciary capacity or otherwise.
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