
Reality Check:  Bank-Agency Returns
For the twelve months ending 6/30/09, the average total return on prior year value of a bank-owned insurance 
agency was a negative 10.2%.  While total revenue slipped only 4.3%, the value of the intangible assets (“book-
of-business value”) declined by 18.8% primarily due to a drop in earnings.  While a decline in the average EBITDA 
multiples had an impact on value, the average EBITDA itself declined by a sizable 14.8%.  A drop in value of 
18.8% plus average earnings for the year as a percentage of last year’s value of 8.6% provides a total estimated 
return of negative 10.2%.
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The key difference between the best 
and the worst was a direct result 
of poor management.  Over the 
past 24 months, many bank-owned 
agencies have implemented short-
term cost saving initiatives in hopes 
of preserving profitability, but instead 
destroyed organic growth and long-
term sustainability.  Servicing staff 
hiring freezes, wage freezes and a 
moratorium on producer reinvestment 
were implemented in order to improve 
short-term margin.  However, this 
strategy has instead set the table 
for cascading impairment.  Despite 
these initiatives, profitability slipped 
due to revenues declining faster than 
expenses could be cut.  To add insult 
to injury, banks have increasingly 
been reluctant to deploy capital for 
acquisition which is a key outlet for 
securing talent and niche specialties. 

Within peak performing bank-owned agencies, total return was preserved by revenue and EBITDA growth despite 
decreasing EBITDA multiples.  Peak performing bank-owned agencies have also cranked down on expense 
ratios.  But, this strategy was coupled with 1) service staff player trades versus wage / hiring freezes; 2) consistent 
reinvestment in next generation production staff; 3) employee accountability; and 4) strategic acquisitions.  

Leading banks will continue to manage expenses, deploy capital, drive growth, embrace accountability and realize 
long-term equity enhancement within the bank-owned insurance agency.  The harsh reality is that the masses that 
are implementing a short-term business plan to try to preserve margin without a strategy to maximize long-term 
value appreciation are managing a wasting asset.   They are choking the life out of their insurance subsidiary.  
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1   Current Year Return Calculated as After-tax   
     Earnings as a % of Prior Year Value

2   Total Return Calculated as Book of Business Value
     (unrealized return) Plus Current Year Return 
     (realized return)
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Learn.  Improve.  Realize.



MarshBerry’s clients are committed to realizing their fullest potential with respect to growth, 
profit, survival and shareholder value. Our agent, broker and carrier clientele engage us to 

achieve their goals within the retail and wholesale channels of the insurance distribution system. 
Our unparalleled industry-specific services include consulting, performance benchmarking, 
peer-to-peer exchange networks, merger and acquisition intermediation and producer recruiting.
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MarshBerry Solutions

Benchmarking Services
Perspectives for High Performance (PHP) 
Sales Tracking, Accountability and 

Results (STAR)
Confidential Employee Morale Indexing
Service, Tracking and Timeline Updating System 

(STATUS)
Perpetuation Preparedness
Operational Assessment
Sales Management Benchmark Report

MarshBerry.com
Performance Calculators
Forms & Documents
Position Descriptions
Discussion Groups
Research Studies
Market Data
On-Line Value Estimator
Published Articles

Monthly Publications
The MarshBerry Letter

a. Market & Financial
b. Agency Compensation
c. Agency Operations
d. Surveys

For The Record (Statistical Analysis)
Dealmaker’s Dialogue (M&A Advisory)

Public Speaking Engagements
Keynote / State of the Industry
Topical education

Carrier Services
Distribution System Management
Field Personnel Training and Development
Agency Management Symposiums

Information Services

Sales Management 
Cultural Mapping and Alignment
Producer Goal Setting
Pipeline Management
Accountability / Compensation Design
Producer and Sales Manager Training
Differentiation Design and Execution

Business Planning
Strategic Business Planning
Execution / Action Plan Management
Strategic Options Analysis

Agency Valuation
Agency Fair Market Valuation
Valuation Assessment

Perpetuation Plans
Perpetuation Plan Design
Plan Execution Management
Transfer Strategies

a. Stock
b. Leadership
c. Books of Business

Financial Consulting
Internal Financial Controls 
Compensation Consulting
Value Enhancement Planning

Operational Consulting
Staff Workload / Comp. Management
Workflow and Procedures
E&O Audit, Policies and Procedures
E&O Market Access

Recruiting
Position profile, search, screen, hire
Compensation development plan
Technical and sales training year one

Management Consulting

Agency Peak Performance 
EXchange (APPEX)

Over 115 Agencies
Over $1.1 Billion Revenue

Bank Agency NetworK (BANK)
Over 25 Banks
Over $1.0 Billion Revenue

Total Agency Sales Culture 
(TASC) Network

Over 35 Agencies
Over $1.1 Billion Revenue
Nation’s leading organic growth agencies
Enhanced new business production and 

retention strategies

Standard Partner Services
State of the Industry Research
CEO Peer Exchange / Networking
Semi-annual Conferences
Semi-annual Consultation
Regimented Benchmarking Services
MarshBerry.com
MarshBerry Letter
Priority Consulting Opportunities
Exclusive Programs
Distance Learning Groups (DLG’s)

Exchange Networks

Strategy
Acquisition Planning
Deal Return Modeling
Strategic Options Analysis
Alternative Buyer Comparison

Preparation
Sale Preparation Management 
Offering Memorandum  Development
Strategic Pitch Book Design
Candidate Profile Creation

Representation
Buy Side Representation
Sell Side Representation
Letter of Intent  / Negotiation
Creative Deal Structure Alternatives

Analytics
Agency Fair Market Valuation
Market Comparables / Benchmarking
After-Tax Return Optimization 
IRR, ROI and EPS Analysis 

Execution
Diagnostic Due Diligence
Confirmatory Due Diligence
Intangible Asset Allocation – GAAP Rep.
Fairness Opinion
Definitive Agrmt . Best Terms / Conditions

Post-Deal Management
Post-Closing Integration
Goodwill Impairment Testing
Peer to Peer CEO Exchange
Earn-Out Maximization Consultation

M&A Advisory


