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SPECIAL INSURANCE ADVISORY 

How to Increase the Transformative 
Value of Insurance M&A Transactions 
 

By Ian Duncan and Rory O’Brien 

Investor appetite and global insurance M&A remains strong as buyers and sellers seek an edge over 
competitors in a consumer market increasingly adopting innovative products and services offered by 
insurtech startups. In making choices in this dynamic marketplace, it is important for buyers and sellers to 
reassess pre- and post-transaction expectations, putting more focus on factors that will increase and 
sustain post-transaction value in the long term. 

Executive Summary 
In this article we discuss the market factors influencing M&A, 
and how buyers and sellers can achieve increased value from 
M&A transactions by focusing on the key enablers and drivers 
of sustainable value creation. Our objective is to provide 
insights and guidance that enable companies to gain more 
value from M&A. Buyers are looking for M&A opportunities 
to accelerate their growth strategy by deepening capabilities 
in customer intimacy, product and technology innovation, 
organizational transformation and operational efficiency.  

Underpinning these four strategic goals are two primary 
factors — aligning and managing cultural fit and optimizing 
data analytics. Sellers can maximize their asset valuations by 
viewing their asset value through a similar lens. We provide 
further guidance to both buyers and sellers by providing 
examples and the FTI Consulting Data Analytics Maturity 
Model, to help frame and track progress toward your ability 
to create sustainable value. 

 

Market Overview 
According to analysis by S&P Global Market Intelligence, 
through the first nine months of 2018, the $39.1 billion in 
aggregate transaction value ranks as the most active year for 
insurance M&A since 2015, and deal value for full-year 2018 
will increase by approximately 150 percent from 2017 to 
more than $44 billion (Insurance Journal, Oct. 10, 2018). 

Looking at the marketplace from 30,000 feet, you can see 
seismic shifts in consumer attitudes and behavior; in the 
accelerated advance of digitization; in the proliferation of 
technology enabled startups; in shifting economic conditions 
and national strategic and political agendas; in the 
harmonizing of global regulations; and in the increase in 
environmental impacts. 

At ground level, these high-level factors can be parsed, 
clarified and interpreted as various threats and opportunities, 
each of which may require assessment and creation of 
actionable strategies and plans.  
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Factors Influencing M&A Activity in the  
Insurance Market 

We see four major factors (Diagram 1) driving demand for 
M&A activity in the Insurance market: 

Threat of Disruptors 

• Cash-rich tech companies that are entering the insurance 
market through acquisitions or investments in local 
carriers.  

• Insurtech startups are using advanced technology to 
cherry-pick areas within the value chain, creating 
innovative products and services to reach groups of clients 
such as millennials; reduce cycle times; and improve 
reliability of transactions. 

Productivity Improvement and Increased Scale 

• Operational synergies are being sought to improve 
profitability and increase the ability to scale by shifting 
expenses to more productive initiatives. 

• Technology advances have created step-change 
opportunities to improve operational efficiency and deliver 
better customer experience. Advances in Robotic Process 
Automation (RPA) promises to automate and streamline 
many value creation processes. Advances in Artificial 
Intelligence (AI) are creating value by reducing claims 
propensity, improving risk capital allocations, and 
improving customer acquisition and cross-sell results.  

Regulatory, Financial and Risk Change 

• U.S. tax reform has improved the M&A climate for U.S. 
insurers and brokers as a result of the reduced tax  
burden on U.S. firms, thus freeing capital for M&A and 
other objectives. 

• Regulatory activity by the EU and larger U.S. states may 
prompt changes to insurer and broker products offered 
and markets served.  

• Catastrophes continue to cause major disruptions in  
supply chains and long recovery times. As a result,  
insurers and brokers may reconsider products offered  
and markets served.  

 Growing Investor Appetite 

• Alternative capital sources and new types of investors 
have emerged with lower cost of capital and with a variety 
of transaction objectives — private equity, ILS Funds 
(insurance-linked securities) venture capital, individual 
high-net-worth investors, sovereign wealth funds, pension 
funds, and run-off aggregators.  

• Devaluation of the U.S. dollar can increase the 
attractiveness of U.S. firms for non-U.S. buyers, but at the 
same time, could increase the difficulty of closing the bid-
ask gap, or diminish the ROI potential for buyers. 

• Global market growth, according to Munich Re  
Insurance Market Outlook for 2018/2019, growth will 
continue at 3.9% for Life and 3.3% for P&C (adjusted for 
inflation), led by China/Asia and emerging countries as the 
primary growth drivers, followed by high-volume 
industrialized countries. 

How to Maximize M&A Deal Value  

Buyers and sellers are responding to their individual situation 
and the market in a variety of ways, including mergers 
(buy/sell); divesting low-performing or non-core assets; 
acquiring strategic assets; realigning product portfolios with 
geographic and demographic priorities; outsourcing core 
products and services to third parties; obtaining insurtech 
capabilities through investment, partnering, joint venture or 
license; and most important, undergoing strategic 
transformations based on decisions made.  

Ensure There is a Disciplined Process for Assessing 
Options and Managing Execution  
Diagram 2 on the next page captures the FTI Consulting M&A 
Lifecycle, starting with definition of strategic objectives, 
target selection and approach, and due diligence through to 
post-transaction integration, value creation and monitoring.  

Our Lifecycle methodology is a proven approach that provides 
for flexibility in managing and executing any of the above 
strategies chosen by buyers or sellers. Our projects include 
experienced experts and professionals such as insurance 
business leaders, actuaries, financial and business analysts,  
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and specialists in M&A structuring and integration, and 
organizational transformation. 

Due Diligence 
In our experience, cursory due diligence may be insufficient 
and lead to post-transaction disputes.  

To gain insights that enable value creation post-transaction, it 
is important to perform a full, deep dive due diligence. It is 
the foundation upon which transaction data is derived, 
enabling reliable pricing and realization of value moving 
forward. It also helps uncover hidden issues that might 
compromise the ability to meet desired objectives, such as 
underachieving cost savings from projected operational 
efficiencies; failure to integrate the businesses and 
operations in a timely and effective manner; and other issues 
that can cause price adjustments and post-merger disputes. 

  
To gain insights that enable value creation post-transaction, it 
is important to perform a full, deep dive due diligence. 

 

 

Example: If a target company self-insures or owns a 
captive, the acquirer could face substantial financial risk 
due to the retained claims exposure. This risk could 
include: understatement of claims reserve liability, which 
could inflate the reported equity value; adjustments to 
accounting procedures or actuarial approach between 
reserve evaluation periods, thus potentially resulting in a 
reserve decrease which may artificially inflate calendar 
period earnings; significant fluctuations in large claims or 
bundled claims costs over extended future periods; and, 
where liquidity constraints exist, a greater risk that 
assets of the captive have been used for the immediate 
needs of the parent company. See: “Don’t Fall Captive to 
Self-Insurance Risks in M&A”, FTI Journal, Jan. 2018. 

Assess M&A Opportunity Against Your Strategic 
Objectives  
Once due diligence has identified the risks and opportunities, 
ensuing decisions should be centered on one or more key 
contributors to value creation, typically measured against 
stated objectives, value to stakeholders and improved 
financial performance.  

In that regard, it is worth noting that a 2018 study by ACORD 
of 100 top insurers over a 10-year period found that high 
performers were able to effectively and simultaneously 
execute against four fundamental insurance value-creating 
strategies.  

The study categorized these as: Customer Intimacy; Product 
Leadership; Innovation; and Operational Excellence. See: 
“Driving Value”, Best’s Review, October 2018. 

These findings are in line with our consulting experience that 
includes a wide variety of M&A transactions. 

Customers - New markets, customers, and products and 
services; and improving the value of customers through 
improved retention, account rounding and up-selling  

Organization - Broadening and improving people-related 
aspects such as culture, governance, employee credentials 
and expertise, and collaboration and innovation 

Technology & innovation - Enhancing and protecting 
information systems and data, and enabling innovative 
business applications and capabilities 

Operations - Improving the efficiency and effectiveness of 
functional processes across the enterprise 

http://www.ftijournal.com/article/dont-fall-captive-to-self-insurance-risks-in-ma
http://www.ftijournal.com/article/dont-fall-captive-to-self-insurance-risks-in-ma
https://www.acord.org/docs/default-source/research-public/driving_value.pdf
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Underpinning the effectiveness of these four strategies 
are two primary factors driving sustainable value in 
M&A:  

• Aligning and managing cultural fit 

• Optimizing data analytics 

Diagram 3 illustrates how these two value drivers function 
across the M&A lifecycle to deliver sustainable value.  

We cannot overstate how important it is for both buyers and 
sellers to determine if the culture and the state of data 
analytics of the target create opportunities or threats for the 
deal. Knowing this information: 

• Buyers will have a better understanding of the transaction 
value and a realistic purchase price; will be better informed 
and equipped to manage integration processes more 
effectively; and thus will be more confident in making a go/ 
no-go decision.  

• Sellers will be better able to position their assets to be 
more attractive to buyers and thus propose a better asking 
price. Although it may seem counterintuitive, this includes 
being able to speak with clarity and transparency regarding 
both strengths and weaknesses, which serves to enhance 
the comfort level and reduce the burden on buyers and 
may serve to benefit the seller in price negotiations. 

Culture: A Significant Hidden Risk and Opportunity  
in M&A 
Business leaders are becoming more aware of the importance 
of managing culture to deliver sustainable long-term value for 
the enterprise. Understanding what managing culture means 
in practice is part of the challenge, since culture is often 

loosely or poorly articulated. To be effective, culture must be 
directly linked to performance.  

In other words, culture is the way things get done. It’s the 
unquestioned practices that a person, team, business unit  
or enterprise adhere to. For instance, in a high-performing 
culture, people know what’s expected of them and how  
their work connects to the vision, strategy and objectives of 
the enterprise. 

When framed in this context, it is possible to determine the 
impact that culture has on performance. That impact needs 
to be understood by both buyers and sellers, especially since 
M&A deals can fall short of expectations because of cultural 
shortcomings and even lead to post-transaction disputes. 

A recent FTI Consulting report, Building A Culture of 
Performance Accountability, put forth an approach on how to 
build a culture of performance accountability. The report 
provides guidance on the activities associated with creating a 
culture change and is relevant for M&A integration planning 
and execution. It underlines the importance of the CEO in 
setting the tone to create a high-trust environment and 
putting in place structures to devolve decision-making and 
empower experts. 

  
Culture is the way things get done. It’s the unquestioned 
practices that a person, team, business unit or enterprise 
adhere to. 

 

 

 

Diagram 3: Driving Sustainable Value in Insurance M&A through Culture & Data Analytics 

 

https://www.fticonsulting-emea.com/insights/reports/building-culture-performance-accountability
https://www.fticonsulting-emea.com/insights/reports/building-culture-performance-accountability
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Even under the best circumstances, an acquisition or merger 
can create uncertainty within the acquiring entity; and 
uncertainty generally causes anxiety and a drop in 
productivity — people fear changes to their roles and tend to 
expect the worst. When this happens, staff focus turns to 
managing upwards in an attempt to understand what the 
new organization means. The result can be lost productivity 
and major morale issues. 

Understanding cultural fit early in the M&A lifecycle is 
a key factor for transaction success  

For buyers it informs more realistic valuations, and strategies 
to manage value leakage during integration. Sellers also 
benefit from bringing up cultural compatibility issues early in 
the M&A lifecycle, since it gives them comfort that their 
people will integrate, be productive and have meaningful 
roles and careers within the buyer’s organization.  

Therefore, it is important to both buyers and sellers to 
conduct a systematic cultural compatibility assessment,  
one that involves interviewing the management team and  
key employees and gathering data to determine the  
decision-making processes, governance structures, levels  
and spans of control and institutional practices that 
organizations use to get work done. One of the key outputs of 
this process is setting realistic integration timings and 
valuation expectations. 

Example: FTI Consulting was engaged to integrate two 
acquisitions that our client had made. We deployed a small 
expert team to diagnose, design and plan an integrated 
operating model. This included: assessing the culture 
implications of integrating these businesses with the parent 
company; determining the integration risks and optimal 
timeframes; and balancing speed of execution with sales 
team retention risk. Today, the businesses are executing on 
the FTI Consulting integration strategy, having successfully 
consolidated their product functions and financial and risk 
management functions into a group. The sales organization 
remains intentionally separate, with separate brands and 
routes to market. Further plans are progressing to integrate 
their logistics and supply chain operations. 

For buyers, one of the keys to maximizing deal value — and 
an often overlooked part of due diligence — is creating a 
common understanding and a shared set of expectations for 
each organization’s way of getting work done. This can be 
obtained in three ways. If it is not possible to gain access 
before negotiations conclude, we recommend getting an 
informed view of the management’s approach of both 
parties, including attitudes and beliefs and the operational 
culture as early as possible.  

Where it is possible to have access, we recommend designing 
questions to cover these areas in an interview process. If the 
above options are not available, we recommend performing 
market intelligence to form an initial view. 

Data Analytics – A Powerful Driver of Value Creation in 
M&A 

As the insurance industry strives to become customer-centric 
and data-driven, data management and data analytics are 
now widely accepted as key strategic assets for insurance 
companies.  

Often there is significant untapped value potential inside an 
insurance customer base which may not be priced into 
transactions. This value can be realized through customer 
value management strategies such as devising and executing 
cross-sell strategies and/or segmenting customers to devise 
targeting strategy. For sellers, including these customer value 
management strategies into their business plans pre-sale lifts 
the value of the deal. For buyers, recognizing such untapped 
potential and assessing this value can make the deal value 
more attractive. 

Data analytics is in the DNA of data-driven organizations 

Leading insurance companies create sustainable value by 
predicting customer preferences, and make highly relevant 
offers at the right time, thus achieving improved customer 
experience and value. They leverage automation to create 
lean operations and constantly innovate products and 
services around current and future customer needs. As 
leaders, these organizations are classified at Level 5 in the FTI 
Consulting Data Analytics Maturity Model – see Diagram 4 on 
next page. As a reference point, companies such as Google, 
Netflix and Amazon are masters in data-driven decision 
making and have Level 5 capabilities.  

Notably, the insurance industry is advancing to overcome 
legacy issues, embrace digital technologies, and achieve 
greater agility in meeting customer needs. Often data is 
stored in legacy systems and is difficult to extract and utilize 
for analysis. Performing an assessment of data analytics 
maturity and developing a cost-benefit analysis on what 
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investment is required to transform the data into a strategic 
asset is an important consideration in pricing. 

As part of that journey, it is important for companies to 
understand where they fit on the Maturity Model, so that 
plans can be developed and actions taken to move toward 
Level 5. Moving upward on the Maturity Model generates 
substantial value for insurance companies, enabling them to 
leverage data analytics to grow their business. Accordingly, 
the Maturity Model is an effective tool for helping verify the 
data management and analytics capabilities of the target. 

Also, when considering M&A transactions to achieve 
objectives, buyers and sellers can use the Maturity Model as a 
guide by determining where the target is on the Maturity 
Model, thus providing another indicator for assessing the 
potential value of the transaction. 

For buyers, acquiring a business that includes advanced data 
and analytic capabilities is a practical way to create value; 
providing buyers with benefits such as the opportunity to 
leapfrog competitors; create a more personalized customer 
experience; streamline operations through RPA; and improve 
decision-making through AI and machine learning. Given the 

importance of data management and analytics,  
it is crucial that M&A teams have the experience and 
expertise to effectively evaluate the target’s data quality, 
analytics capabilities, and operational processes to determine 
true value. 

This includes determining where the target is positioned on 
the Maturity Model and what it would take to reach the next 
levels, answering questions such as: Does the target client 
base have untapped potential? What are the capabilities of 
the target’s data management and analytics teams? Are 
analytics being applied to drive efficient processes and better 
decision making? 
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Example: A large European insurer, with which FTI 
Consulting has a long-standing relationship, engaged us to 
assist in their enterprise strategy to build market share 
through their direct channel, and to devise and implement a 
data-driven strategy to accelerate their data analytics 
maturity. At that time, our client was at Level 1 on the FTI 
Consulting Data Analytics Maturity Model. Our team devised 
a data architectural strategy and led a series of projects to 
build an integrated single customer view; create market 
campaign strategies; design and implement a marketing and 
sales function; design and build propensity models; and 
design a customer journey for effective customer treatment 
plans. As a result, our client is moving toward Level 4 on the 
Maturity Model, achieving an increase of 18% in new 
business and 50% in renewals, and an increase in annual 
Gross Written Premium over a two-year period. 

Conclusion 
The four overarching conditions driving increased insurance 
M&A activity are threat of disruptors; productivity 
improvements and desire for scale; regulatory, financial and 
risk change; and a growing investor appetite. We believe 
these conditions will continue, presenting significant 
opportunities for buyers and sellers. In the current 
marketplace and digital environment, companies must stay 
focused on customers; organizational flexibility and agility; 
technology and innovation; and operational excellence as 
sustainable value enhancing strategies. 

Fulfilling these strategies while managing transaction risk  
will depend heavily on the ability to align and manage  
cultural fit while effectively applying data management  
and data analytics to achieve value enhancement. One 
measure of meeting these objectives is progression  
through the FTI Consulting Data Analytics Maturity Model. 
Ultimately, however, the increase in transaction value 
achieved will be measured by financial metrics and value 
delivered to stakeholders. 

Ian Duncan 
+1 353 86 3882499 
Ian.Duncan@fticonsulting.com 

Rory O’Brien 
+44 20 3727 1727 
Rory.OBrien@fticonsulting.com 


	Executive Summary
	Market Overview
	Factors Influencing M&A Activity in the  Insurance Market
	We see four major factors (Diagram 1) driving demand for M&A activity in the Insurance market:
	Threat of Disruptors
	Productivity Improvement and Increased Scale
	Regulatory, Financial and Risk Change
	Growing Investor Appetite

	How to Maximize M&A Deal Value
	Ensure There is a Disciplined Process for Assessing Options and Managing Execution
	Assess M&A Opportunity Against Your Strategic Objectives
	Organization - Broadening and improving people-related aspects such as culture, governance, employee credentials and expertise, and collaboration and innovation
	Technology & innovation - Enhancing and protecting information systems and data, and enabling innovative business applications and capabilities
	Culture: A Significant Hidden Risk and Opportunity  in M&A
	Conclusion


