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Welcome to the quarterly update for the Insurance
Premium Finance industry. Insurance Premium
Finance is a robust $45 billion industry that
Colonnade has dominated in the role of advisor to
both buy-side and sell-side clients.

Colonnade has successfully advised and executed over two dozen transactions
within the insurance premium finance space throughout a wide range of
macroeconomic environments. Colonnade’s significant industry experience
allows our team to navigate transactional nuance and maximize value, delivering
optimal outcomes for our clients. This report analyzes data from the first quarter
of 2023.

The insurance premium finance industry is broadly composed of commercial
lines property and casualty, personal lines property & casualty, and life insurance
premium finance. Our quarterly updates focus on the commercial lines segment,
although we occasionally report 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 a vast network of
industry operators and provides this report to our readers to keep them up to
date on relevant industry news, sourced primarily from those banks that report
segment results for their insurance premium finance verticals.

OUR QUARTERLY UPDATE COVERS:

o Financial Results For Select Industry Players
9 Recent Transactions — Both M&A and Financing

e Industry Outlook and Other News
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FINANCIAL RESULTS FOR SELECT INDUSTRY
PLAYERS

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 modest 2.5% quarterly reduction in outstandings and a 15.5%

year-over-year uptick.

OUTSTANDINGS' Q/Q CHANGE VY/Y CHANGE

FIRST INSURANCE® $5’739 (]_9%) 16.2%

FUNDING
AWINTRUST COMPANY

\ J Us PREMIUM $947 (7.4%) 15.6%
o $438 0.2% 8.4%
pathward
Peo les ¢ ﬂ $158 (0.6%) 8.5%
PR’EMIUM FINANCE
AGGREGATE REPORTED $7,282 (2.5%) 15.5%

'$ in millions
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ANNUAL GROWTH RATE OF COMPOSITE INDEX (Y/Y change)

Aggregate YoY Outstandings Growth

23.3%

. . . ]

Jun-22 Sep-22 Dec-22 Mar-23

COMMENTARY

Despite the tumultuous macroeconomic environment of the past twelve
months, the insurance premium finance industry expanded considerably,
growing outstandings 15.5% year over year as of Q1 2023. Since mid-March 2022,
the Federal Reserve hiked interest rates by 500 bps, forcing industry participants
to originate at higher interest rates.

As a result of higher funding costs and consequentially higher interest costs to
the insured, aggregate outstandings held by the tracked group of industry
operators declined 2.5% quarter over quarter. Richard Murphy, Vice Chairman
and CLO of industry heavyweight Wintrust attributed the recent decline in their
commercial premium finance outstandings to seasonal factors, maintaining an
outlook for robust near-term growth in the company’'s Q1 2023 earnings call:

“The first quarter is generally the slowest quarter for core loan production and is a
seasonally slow quarter for the commercial premium finance portfolio. Higher
borrowing costs have forced borrowers to reconsider the economics of new
projects, business expansion, equipment purchases and premium finance costs
and overall business sentiment, which has dropped during the past few
months....

...Also, while commercial premium finance loans were down by $111 million in
the first quarter, based on historic seasonality, we would anticipate that this
portfolio will show solid growth in Q2.”
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COMMENTARY

Healthy year over year growth in premium finance outstandings despite a rapidly
tightening monetary policy environment verifies the defensive nature of the
industry’s underlying asset class. Industry operators recently emphasized the
diversification benefit that their premium finance operations accrue to their
overall portfolios in their recent earnings calls.

“Now | want to have a few words about
commercial finance...This portfolio is
diversified across different asset classes
and structured to provide opportunity
’ regardless of where we are in the
economic cycle. If we're in a thriving
athwa rd economy, we expect to see increased
p originations in the equipment and
insurance lines of businesses as our
customers grow and expand. In the
downturn, we typically see an increase
in the working capital segment, as most

businesses need our help bridging any
gaps they may experience.”

-Brett Pharr, CEO
Pathward Financial

“We continue to believe that our
relatively short term and asset-sensitive
balance sheet structure can provide for
margin stability as our premium
\S >§ ;HNTRUST finance portfolios, which comprise
roughly one-third of our loan portfolio
should continue to reprice upwards
over the course of this year, which

should substantially mitigate the rise in
deposit pricing.”

-David Dykstra, Vice Chairman
and COO
Wintrust
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9 RECENT TRANSACTIONS

FINANCING TRANSACTIONS

= |n Q12023 IPFS raised an aggregate $750 million of asset-backed, fixed rate
notes secured by insurance premium finance loans. The two-tranche issue

offered Class A and B notes, benchmarked to I-curve
Class A notes have a S&P rating of AAA, written at a spread of 120 basis points
Class B notes have a S&P rating of A, written at a spread of 175 basis points
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e OUTLOOK AND CONCLUSION

OUTLOOK

Insurance premium finance remains an attractive asset class for banks and
independent operators alike. The asset class has a track record of consistently
delivering strong risk-adjusted returns with low credit losses. The short average
term also allows lenders to efficiently reposition their portfolios in a rising rate
environment. 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.

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 and White Paper on the Insurance Premium Finance industry may

also be of interest. In these industry overviews, we answer the following
guestions:

What is the Insurance Premium Finance

Industry?

How are insurance premium finance
companies valued?

Why are Insurance Premium Finance
companies attractive to buyers?

How has the Insurance Premium
Finance industry changed over time?

What are 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 insurance premium finance
companies to get them ready to go to
market?

MIDDLE MARKET M&A

PODCAST

018: INDUSTRY SPOTLIGHT -
INSURANCE PREMIUM FINANCE

INDUSTRY REPORTS

COMMERCIAL LINES INSURANCE
PREMIUM FINANCE

Commercial Lines
Insurance Premium
Finance
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COLONNADE IS A LEADING ADVISOR TO THE
INSURANCE PREMIUM FINANCE INDUSTRY

IMP[HM

SECURITY CAPITAL MEPCO MEPCO .PF &S sToNEMARK
5 M FINANCING: | | afllp? instrance premium financin
PREMIUM FINANCE, INC. BEEEHRINANGING
was sold to raised capital from was sold to was sold to zﬁgncei;ge [‘5) oefm/um was sold to
2 1 % SEABURY
= corLEY | EQUITY | PARTNERS | [INDEPENDENT MEPCO
NATIONAL PARTNERS BANK
COLONNADE COLONNADE COLONNADE COLONNADE COLONNADE COLONNADE
CAPITOL 3
UIOQAC =

CAPITAL

1 FINAN

PAYMENT PLAN

@)r;mium @ncm @;n

NATIONAL PARTNERS

@ Budget Installment Corp

raised capital from was sold to was sold to was sold to was sold to was sold to
A . 'ﬂw ﬂl .
—z—:mBe I'1S "M" WELLS FARGO .'M” WebBank || ® Texas Capital Bank
ancorp
COLONNADE COLONNADE COLONNADE COLONNADE COLONNADE COLONNADE
ELAT $IRON || Premium ASSIGNVENT TR[U MPH AFS & IB EX I > I
b ST i E REMIUM FINANCE PREMIUME 2 n Financial Servi L& CANANWILL
- FINANCING R BERRL_Z | |Fnonciaitemices ine. | | e PREMIUM FUNDING
was sold to was sold to was sold to was sold to was sold to was sold to
L ﬂ
% Peoples @) | & .,w' LB O
WELLS FARGO .PFS ples .PF MetaBan MACQUARIE
COLONNADE COLONNADE COLONNADE COLONNADE COLONNADE COLONNADE
ST [ = :
== BROADWAY

uuuuuuuuuuuu

© MACQUARIE

COLONNADE

Allianz (i)

COLONNADE

nnnnnnnnnn

was sold to
COLONNADE

Premium Funding

was sold to

WINTRUST

COLONNADE

UIOQAC

was sold to

COLONNADE

CAPITAL

1 FINAN

raised capital from

@ Texas Capital Bank

COLONNADE

Bancorp

COLONNADE

" gotoPremiumFinance
raised capital from

BMO 9 Harris Bank

COLONNADE

MERGERS & ACQUISITIONS | CAPITAL RAISING | COLADV.COM




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

Matt
Magee

Sr. Account Executive
312.870.6204

mmagee@coladv.com

Gina Jack Ross
Cocking
Managing Director
312.953.2658

gcocking@coladv.com

Collins Martin

Associate Analyst
312.544.8543 312.870.6212

jeollins@coladv.com rmartin@coladv.com

Guylay
Managing Director
847.452.8315
joguylay@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, 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 May 2023. It is not investment advice, and Colonnade undertakes no obligation to
update the information contained herein.

Sources: SEC filings, Finsight, Seeking Alpha, Company Earnings Calls
©2023 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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