
Q4 2017
OGP ID: 9999
Current Value Driver Comparison

Organic Growth

Total Agency Organic Growth Organic Growth by Product Line Reagan Consulting Observations

• Brokers finished 2017 on a strong note
with 4.5% organic growth for the year  - 
up from 4.2% in 2016 and 3.9% in Q3

• Commercial lines (4.1% in 2017 vs. 3.3% 
in 2016) and personal lines (3.0% in 2017 
vs. 2.1% in 2016) posted higher growth 

• Group benefits continues to be the high
performer for many firms at 5.2% growth
in 2017, however, benefits slowed from
the 6.8% rate in 2016

• OGP Projected 2018 Growth: 5.0%
Brokers expect a slight bump in 2018 at
5.0% growth vs. 4.5% in 2017

      Sample Organic
      Growth rank:

Profitability

Total Agency EBITDA Margin EBITDA Margin by Product Line Reagan Consulting Observations

• Overall broker profitability (20.4%) remained
steady, with nominal growth in 2017
versus 2016 at 20.0%

• Firms continue to focus on controlling
expenses in the face of soft P&C pricing and
demand for EB resources

• The small increase in profitability was 
primarily due to the P&C business - both
CL and PL beat 2016 margin levels

• OGP Projected 2018 Margin: 20.0%
Brokers are projecting a 20.0% margin for
2018, in line with the 2017 full-year
margin of 20.4%

      Sample Profitability
      rank:

The Rule of 20 (see note below)

Total Agency Rule of 20 Rule of 20 by Product Line Reagan Consulting Observations

• The 14.3 median Rule of 20 score is slightly 
below last year's 14.7 score

• Over 27% of OGP participants had a Rule of
20 score of 20 or higher in 2017 - up from 
21% in 2016

• Strong EBITDA margin performance drove the
the personal lines rule of 20 score (16.9) 
higher than the other lines of business

• OGP Projected 2018 Score: 16.0           
Brokers project a solid increase in rule of
20 scores for 2018 - which reflects their
positive outlook for organic growth

      Sample Rule of
      20 rank:

About the Rule of 20

Note: If data for your firm reads "0.0%" or "0.0" it may mean that no data was submitted for that metric.
(1) Represents Q4 2017 results for AJG, BRO and MMC and Q3 2017 results for AON and WLTW.

50th - 60th percentile

60th - 70th percentile

60th - 70th percentile

13.7 14.3 

20.7 

16.1 

 -

 5.0

 10.0

 15.0

 20.0

 25.0

Sample
Agency

OGP Survey
Median

OGP 75th
Percentile

Public
Brokers (1)

5.2%
4.5%

8.0%

4.0%

0.0%
1.0%
2.0%
3.0%
4.0%
5.0%
6.0%
7.0%
8.0%
9.0%

Sample
Agency

OGP Survey
Median

OGP 75th
Percentile

Public
Brokers (1)

6.0%

1.7%

3.1%

4.1%

3.0%

5.2%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

Commercial
Lines

Personal Lines Group Benefits

Sample Agency OGP Median

17.0%
20.4%

25.5%
24.1%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

Sample
Agency

OGP Survey
Median

OGP 75th
Percentile

Public
Brokers (1)

15.0%

20.0%
16.5%

18.6%

25.8%

19.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

Commercial
Lines

Personal Lines Group Benefits

Sample Agency OGP Median

13.5
11.7 11.4

14.0

16.9
15.1

 -

 2.0

 4.0

 6.0

 8.0

 10.0

 12.0

 14.0

 16.0

 18.0

Commercial
Lines

Personal Lines Group Benefits

Sample Agency OGP Median

Organic Growth & 
Profitability Survey

Reagan Consulting has developed a metric called the “Rule of 20” to provide a quick means of benchmarking an agency's shareholder returns. The Rule of 20 is calculated by adding half of 
an agency's EBITDA margin to its organic revenue growth rate. An outcome of 20 or higher means an agency is likely generating, through profit distributions and / or share price 
appreciation, a shareholder return of approximately 15% - 17%, which is a typical agency / brokerage return under normal market conditions. 
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Q4 2017
OGP ID: 9999
Agency Organic Growth & Profitability Scatter Plot

Surveyed firms with annual revenues less than $10 million Sample Agency
Surveyed firms with annual revenues between $10 and $25 million Top and Bottom 25% of all firms
Surveyed firms with annual revenues greater than $25 million Rule of 20 line (All points on this line indicate a Rule of 20 score of 20)

About the Scatter Plot

Note: Scatter Plot represents Q4 2017 results for AJG, BRO and MMC and Q3 2017 results for AON and WLTW.
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In the chart above, we've plotted every firm in the survey that completed both the total agency organic growth section and the total agency profitability section. Each firm's organic growth 
is plotted along the x-axis, and each firm's profitability is plotted along the y-axis. We've included a couple of guidelines on the graph to help in interpreting the data. The grey dotted lines 
show the top and bottom 25% of firms in organic growth and profitability. The solid purple line represents all combinations of organic growth and EBITDA margin that result in a Rule of 20 
score of 20. Finally, we've broken the firms into groups based on revenue size, as distinguished by the different colored dots. The goal of this scatter plot is to show the wide range of organic 
growth and profitability results in the industry and to benchmark where your firm falls.

Organic Growth & 
Profitability Survey
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Growth & Profitability Drivers / Projections

Sales Velocity (see note below)

Sales Velocity About Sales Velocity

Reagan Consulting Observations

•   The industry has maintained Sales Velocity numbers in the low teens over the last several
•   years, varying between 10.0% and 13.0% 

•   Median Sales Velocity was 11.0% for the industry in 2017

•   If a firm consistently posts Sales Velocity figures in the top 25% of the industry (15.1% or 
•   higher in 2017), it is likely the firm will generate above average industry growth, assuming
•   normal levels of client retention

      Sample Sales 
      Velocity rank:

Operating Margin & Contingent Income as % of Revenue

Operating Margin Contingent / Bonus / Override Income as a % of Revenue

Sample Operating Sample Operating
      Margin rank:       Margin rank:

About Operating Margin

2018 Projections

Projected Agency Organic Growth Projected Agency EBITDA Margin % Projected Agency Rule of 20

Sample Organic Sample EBITDA       Sample Rule of
      Growth Rank:       Margin Rank:       20 rank:
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Organic Growth & 
Profitability Survey

Reagan Consulting has developed a metric called "Sales Velocity" to benchmark an agency's new 
business results against other firms. Expressed as a percentage, Sales Velocity is calculated by 
dividing the new business written in the current year by the prior year’s commissions and fees. 
Sales Velocity is among the most important drivers of organic growth.11.5% 11.0%
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Operating Margin is calculated as EBITDA less contingent / bonus / override income, divided by pro-forma net revenues less contingent income.
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Historical Trending

Quarterly Organic Growth - Total Agency Median (Q4 2009 - Present)

Comparative Median Organic Growth by Product Line (Fourth Quarter Numbers, 2009 - 2017)

Comparative Median Profitability and Rule of 20 Analysis (Fourth Quarter Numbers, 2009 - 2017)

About EBITDA Margin and Operating Margin

Organic Growth & 
Profitability Survey
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EBITDA Margin is calculated by dividing a firm's pro-forma EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) by the firm's pro-forma net revenues. Operating Margin is 
calculated as EBITDA less contingent / bonus / override income, divided by pro-forma net revenues less contingent income.
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Organic Growth & Profitability (OGP) Survey 
Market Commentary (Q4 2017)
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Improving Organic Growth & Profitability, the 
Tax Act, a Strengthening Economy and Other 

Reasons to be Optimistic About the Future
by Bobby Reagan 
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•
•
•
•

All securities transactions are conducted through Reagan Securities, Inc., an affiliate of Reagan Consulting, Inc. Reagan Securities, 
Inc. is a member of FINRA/SIPC. 

Copyright © 2003-2018 Reagan Consulting. All rights reserved. No portion of this site may be reproduced without the prior 
written consent of Reagan Consulting. 


