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Tax increases that, if enacted, will make it substantially more expensive to sell a
business in the very near future.
An enormous wave of private equity investment in the insurance brokerage sector.
The coronavirus pandemic, which has accelerated insurance brokerage M&A, not
decelerated it.
Unprecedented multiples and highly attractive terms in current transactions.

We are currently witness to the perfect storm – a confluence of circumstances that is
leading many agency owners to decide that now is the time to seriously consider a sale
of their business. We have reported on each of these developments in separate articles
and blogs over the past year or so, and in this post we will provide you with links to
those articles so you can refer to them for more detail. This article integrates our
observations from these prior pieces and describes what we are seeing in today’s
marketplace and what we anticipate for the rest of 2021.

We are witnessing a massive wave of transactions that will carry us through at least to
the end of 2021. The implications for business owners who are thinking about selling
their business are very clear. If you are considering a sale of your business in 2021, you
should move ahead as rapidly as possible. The end of 2021 will be a remarkably busy
period and selling a business properly is a process that takes months, not weeks.
The circumstances that we are witnessing are the following:

Let us describe each of these circumstances in a bit more detail.

Proposed Tax Increases

As reported in our most recent blog, in conjunction with its American Families Plan, the
Biden administration has proposed significant tax increases on high-income Americans
and wealthy investors and heirs.

The Perfect Storm
Why Many Agency Owners Are Deciding That 2021 Is The
Time To Sell

mailto:mjf@sicafletcher.com
https://www.sicafletcher.com/post/rising-capital-gains-tax-rates
https://www.sicafletcher.com/post/rising-capital-gains-tax-rates


2 516.967.1958 | mjf@sicafletcher.com | SicaFletcher.com

Of critical importance to business owners contemplating the sale of their businesses,
the President has proposed an increase in capital gains rates for those earning over $1
million to ordinary income rates. This proposal, if enacted, will raise the capital gains
rates for these investors from 20% to 39.6%. Capital gains would also still be subject to
the 3.8% surtax that helps fund the Affordable Care Act, raising the capital gains rate to
43.4% from 23.8% currently.

Other proposed tax increases would include an increase in the highest personal income
tax rate from 37% to 39.6%, expanding payroll taxes for those with incomes above
$400,000. Changes to estate tax laws may increase the top rate from 40% to 45%. An
additional proposal would eliminate the stepped-up basis of appreciated assets on
death. Depending on how this is structured, this could dramatically reduce the incentive
for passing a business from one generation to the next.

The press has reported in copious detail that the Biden administration is struggling to
get unanimous support even from its own party for these tax increases, let alone the
Republican party, which unanimously opposes the proposed rate increases. It is unclear
which pieces of legislation will pass and what the final provisions will be. It is very likely,
however, that capital gains rates will be increased and that this will have a negative
impact on the sellers of businesses. The question is by how much and when the
effective date will be.

 
Private Equity Investment Has Completely Transformed the Insurance
Brokerage Industry

In numerous articles and blog posts, we have described and analyzed the remarkable
transformation that has taken place in the insurance brokerage industry in less than a
decade due to private equity. As described in our most comprehensive article on the
subject, A Primer on Private Equity’s Impact on Insurance Brokerage M&A:

The insurance brokerage sector has been radically transformed by private equity
(PE); in fact, it is hard to overstate the impact. In less than a decade, many of the
large players have changed, private equity sponsored agencies have seen explosive
growth, and old, deeply established  firms have been acquired. Private equity 
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sponsored agencies have increasingly dominated the insurance brokerage
business, dramatically impacted transaction pricing and terms, and influenced the
sheer number of deals.

There are currently at least 30 insurance brokerages that have received private equity
money. The investments have ranged from multi-billion dollar recapitalizations to
investments of under $10 million. The size of the brokerages that have received this
private equity money have ranged widely – from multi-billion dollar firms to firms with
$5 million in revenue, and even some startups. Furthermore, over 70 capital providers
are either invested in insurance distribution, have participated in a Sica Fletcher
process, or are interested in investing in the space.

As a result of the private equity money that has poured into the brokerage industry, the
sheer number of insurance brokerage M&A transactions has exploded in the past
decade. We estimate that at least 75% of all agency acquisitions during this time were
closed by agencies affiliated with private equity  firms. Furthermore, about 30% of the fi -
rms in Business Insurance’s most recent ranking of the top 50 brokerages are affiliated
with private equity  firms and either did not exist or were dramatically smaller a decade
ago. Many owners of insurance brokerages took advantage of this phenomenon by
choosing to reposition their businesses by selling to the private equity sponsored
brokerages.

The Coronavirus Pandemic Actually Accelerated the Pace of
Transactions

Early in the pandemic, we noted in our blog post, Where Do We Stand Now as Things
Start to Open Up?, that the uncertainty had neither diminished buyers’ interest in
acquisitions nor reduced the multiples being paid in insurance brokerage transactions.
In a subsequent article, The Sky Definitely Is Not Falling…At Least Not Yet, we analyzed
the reasons for this phenomenon, which we explained as follows: Prior to the
pandemic, private equity dry powder (the amount of capital available for investment)
had reached new records, fueled by enormous amounts of remarkably cheap debt. The
Coronavirus negatively affected numerous sectors of the US economy; however,
insurance brokerages generally remained relatively unscathed from the fallout.
Consequently, the PE firms’ dry powder had fewer sectors of the US economy to flow 
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into. For a meaningful subset of private equity firms, insurance brokerages
represented a “shelter from the storm”. Capital continued to flow into the industry and
investors who already had invested in the industry continued to support continued
M&A activity.

Transaction Multiples Have Reached New Heights

As the most active advisors to the insurance agents and brokers, we noticed the impact
of these trends. The number of transactions our firm closed reached a record of 125
last year, from 93 the year before. This pace continues unabated so far in 2021.
Furthermore, we have closed a number of very significant private equity investments in
our sector, with more on the horizon.

In our experience, transaction multiples have reached new peaks in recent months.
While we are not at liberty to disclose transaction multiples for particular deals, we are
frequently surprised at the transaction multiples being paid for companies of all sizes.
Even smaller agencies that are not quite “pristine” are garnering transaction multiples
that would have been reserved for the largest and most robust companies only a few
years ago. And transaction terms remain as highly favorable to sellers as we have ever
seen (learn more).

In Conclusion

What we are seeing is the perfect storm, causing the most robust sellers’ market we
have ever seen in the history of the insurance brokerage industry. This has been fueled
by enormous amounts of private equity and inexpensive debt. The coronavirus
pandemic has accelerated insurance brokerage M&A, not decelerated it. And
impending proposed tax increases threaten to make selling a business much more
expensive from a tax perspective in the very near future. 

If you would like to have a discussion with us about your strategic options in these
unprecedented times, please contact Mike Fletcher directly at mjf@sicafletcher.com or
516-967-1958. If you are contemplating a transaction, please do not wait, as the risk of
paying substantially higher taxes on the sale of a business increases as time passes,
especially after the end of this year. It takes months, not weeks, to properly bring an
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insurance brokerage to market and close the transaction. And the end of 2021
promises to be remarkably busy.

About Sica | Fletcher 

Among the brokerage community, Sica | Fletcher is well known as the leading strategic
advisory firm in the U.S. that specializes in the insurance brokerage space and related
industries that complement it. In 2020, we led the country with 125 transactions
completed for the insurance agents and brokers, building on the successes of 2018 and
2019, when we led the country with 79 and 92 closed transactions, respectively. We are
also the leading advisor to the private equity firms that are most interested in investing
in insurance brokerages and in the private equity sponsored agencies that have been
created in recent years. 

The firm was founded in 2014 by Michael Fletcher and Al Sica, two of the industry’s
leading insurance M&A advisors who have closed over $6 billion in insurance agency
and brokerage transactions since 2014.

5

mailto:mjf@sicafletcher.com

