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Sunny with a Slight Chance of Rain 
by Tom Doran 

 
 

Growth Overview:   
Commercial Lines:  Blowing and Going.   

Group Benefits:  Meh. 
 
2019 is off and running and organic growth remains 
solid, but there are some interesting subplots 
emerging. Q1 organic agency growth totaled 5.3%, 
down just slightly from the 5.6% organic growth the 
industry posted for Q1 2018. This quarter’s 5.3% 
organic growth result is the lowest quarterly result 
in the past five quarters. 
 
Overall, survey participants are projecting 6.0% 
organic growth for 2019, down slightly from the 
7.0% growth projections we saw in the 2018 year-
end OGP survey.  
  
 

Agency Organic Growth, 2011-2019 
 

 
 
 
Commercial P&C commission and fee income 
(excluding contingent income) led the organic 
growth charge in the first quarter, delivering an 
impressive 6.9% growth result, up nicely from last 
year’s 6.0% first quarter tally.   
 
Even more notable: this Q1 2019 result is the 
highest Commercial Lines quarterly growth posted 
by the industry for the last seventeen quarters (Q4 
2014 – 7.0%).  
 

Commercial Lines Organic Growth, 2011-2019  

 
 
 
To what do we attribute these very strong results?  
Rate and a growing U.S. economy appear to be the 
primary levers. According to the CIAB, Commercial 
Lines rate across all-sized accounts in Q4 2018 was 
up 2.4% (Q1 2019 data are not yet available). This 
marked the 5th straight quarter in which the 
industry delivered positive Commercial Lines rate.   
 
Two of the three U.S. jobs reports in Q1 2019 
exceeded expectations and this put to bed, for now, 
late-2018 fears that the overall economy was 
cooling off.  
 
Q1’s 3.2% GDP growth result, which also exceeded 
expectations, served as a welcome turn-around 
from the 2.2% GDP growth tally posted in Q4 2018. 
Here’s another encouraging trend: GDP for Q1 was 
the best start to a year since 2015. If agents and 
brokers are not growing their Commercial Lines 
books of business in this environment, there’s no 
blaming markets or the economy.  
 
Personal Lines P&C was one of the great success 
stories in 2018. Historically, the Personal Lines 
modus operandi has been slow growth (flat to 
2.5%) with high profit margins (mid-twenties and 
higher): if done well, Personal Lines is a slow-
growth cash cow. This changed in 2018 when 
Personal Lines managed to grow organically by 

3.3%

5.0%
6.1% 6.2% 5.8%

5.1%
3.9%

5.6% 5.3%

2011 2012 2013 2014 2015 2016 2017 2018 2019

2.9%

6.6% 6.8%

8.4%

6.6%

3.3%
4.0%

6.0%
6.9%

2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: Reagan Consulting OGP Survey, 1st quarter results 

Source: Reagan Consulting OGP Survey, 1st quarter results 



Organic Growth & Profitability (OGP) Survey 
Market Commentary (Q1 2019) 

 

  - 2 - 

3.9%, the highest annual Personal Lines growth 
ever recorded in the OGP. Deliberate growth 
investments and a continued focus on high-end 
business by agents and brokers, when combined 
with rate, delivered the goods in a big way in 2018.   
 
The good times for Personal Lines continued into 
2019, with a 3.0% growth rate in Q1, down a bit 
from last year’s Q1 result (3.9%), but still above 
historical norms. Rate remains positive overall and 
a strong U.S. economy should allow for continued 
above-average growth in 2019.   
 
And now, for the unexpected and unwelcome 
outlier in an otherwise warm and fuzzy OGP report:  
Group Benefits grew by only 3.8% in Q1 2019, 
roughly half the growth result posted in Q1 2018 
(7.3%). This disappointing first-quarter result was 
the lowest quarterly growth posted by Group 
Benefits since early in 2013. It is too early to tell if 
this growth slowdown is anything more than a 
bump in the road, but we offer the following 
observations: 
 
 49 of 143 OGP respondents (34%) posted 

negative Group Benefits growth in the first 
quarter. In 2018, only 23% of the respondents 
did so – the percentage of firms that reported 
negative organic growth in Group Benefits 
increased by 47% year-over-year. 
 

 The ongoing siege by private-equity investors 
on middle-market companies continues to 
result in attrition challenges for middle-market 
Group Benefits business.   

 
 The rate of growth for employer-sponsored 

health insurance premiums does not seem to 
be slowing. Were this to be the case, we would 
expect this to slow Group Benefit revenue, as 
most agents and brokers are still compensated 
as a percentage of premium. As the following 
chart demonstrates, downward premium 
pressures do not appear to be the culprit in the 
Group Benefit slowdown.   

 
Health Insurance Premium Increases1

  

 
 
 
 
 Increasingly competitive (and potentially loss-

leading) fee-based compensation approaches 
from the nationals on large middle-market 
Group Benefits business continue to create 
retention challenges for independent agents 
and brokers.  
 

 Increasingly, there is a trend for larger middle-
market insurance clients to seek relief from 
increasing health insurance costs by exploring 
the use of HSAs, self-funded plans, high-value / 
narrow network plans, etc., all of which put 
additional competitive pressures on premium 
growth and, in many cases, broker 
compensation. 

 
It will be interesting to see if Group Benefits 
bounces back as 2019 progresses, but the cyclical 
nature of our business yet again demonstrates the 
value of a diversified insurance brokerage that can 
deliver strong overall growth, even amid a 
downturn by one of the other core business units.   
 

Profitability Overview:  
Getting better across the board 

 
Profitability results through the first quarter are 
always somewhat misleading, as P&C contingent 
income, which falls straight to the bottom line as 
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profit, is heavily weighted in the first half of the 
year. Agency profit margins are at their highest 
levels early in the year and then taper off as the 
year progresses. Even so, the year-over-year Q1 
profitability data can illuminate some interesting 
trends.   
 

EBITDA and Operating Profit, 2011-2019 

 

 
 
Through Q1, agency EBITDA profitability ticked up 
slightly, from 26.9% in Q1 2018 to 27.8%. This 
welcome news is likely driven in large part by much-
improved Supplemental Income results year-to-
date (P&C contingent and L&H override income). In 
Q1 2018, Supplemental Income was down 2.5%. 
Through the first quarter of 2019, Supplemental 
Income is up 6.2%. Not to look a gift horse in the 
mouth, but these Supplemental Income results are 
somewhat surprising in light of the natural disasters 
and wildfires that plagued the nation in 2018.     

But there’s more good news on the profitability 
front. Marginal operating profitability (which 
excludes Supplemental Income) was also up nicely 
through the first quarter (11.6% versus 9.9% in Q1 
2018). If agents and brokers continue to drive these 
technological and operating efficiency 
improvements and YTD Supplemental Income 
results continue to trend positive, 2019 could be 
shaping up to be a very profitable year for the 
industry.   
 
So, where does all this leave us? 2019 is looking 
good so far, but let’s see what happens with Group 
Benefit growth in the second quarter before we 
begin warming up for a victory lap. That said, this is 
just about as good as it gets for our industry. 
Extended periods of solid growth and profitability 
are the exception, rather than the rule, so let’s 
appreciate what we’ve got while we’re here.  
 
The industry is as healthy its been in recent 
memory. The massive M&A land grab and 
associated record valuations are nothing more than 
a confirmation of the incredible value of the 
independent insurance distribution system. There 
may never have been a better time to be an 
independent insurance agent or broker.   
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