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Houlihan Lokey Insurance Technology
Market Update

Dear Clients and Friends,

Houlihan Lokey is pleased to present its Insurance Technology Market Update for Q3 2019.

. Insurance technology (insurtech) continues to be a highly active category, with
approximately $1.2 billion in financing volume and approximately $7.4 billion in M&A
volume during Q3 2019

— 62 financings in Q3 2019 is 13% higher than the same period in 2018, and annualized
financing volume is significantly outpacing 2018 levels

— 22 M&A transactions in Q3 2019 are slightly outpacing 20 deals completed during the
same period in 2018

— Q3 M&A volume was bolstered by Prudential’s $3.5 billion acquisition of
Assurance. Adjusting for that deal and adjusting Q3 2018 for Carlyle’s $6.7 billion
acquisition of Sedgwick, Q3 2019 volume is still way ahead of year-ago levels—
$3.9 billion in Q3 2019 M&A volume versus $689 million in Q3 2018

. Increase in larger financings as category leaders begin to differentiate themselves and

investors look to back established players
— Lots of Q3 financing activity for companies utilizing data and analytics to
maximize the consumer experience obtaining home, renters, and auto insurance
(including Root, Hippo, and Kin) as well as health/life insurance (including Ethos and
Singlife)

. Data and analytics and benefits administration/payroll companies lead the public

company pack, trading at 5.5x and 4.0x EV/2020E revenue, respectively

We hope you enjoy this report, and please reach out if you have any questions. We look forward to
staying in touch.

Regards,

Fintech Team

=
Kegan Greene Mark Fisher
Director Managing Director
KGreene@HL.com MFisher@HL.com
415.273.3639 +44 (0) 20 7907 4203
Rob Freiman Tim Shortland
Director Managing Director
RFreiman@HL.com TShortland@HL.com
212.497.7859 +44 (0) 20 7907 4213

Source: S&P Capital 1Q, market data as of 10/24/19



Record Investment Into the Insurtech Sector

2019 YTD financing volume has already outpaced 2018 levels

Select Major Insurtech Financings

O Number of Transactions

. Financing Volume ($M)

2013 2014 2015 2016 2017 2018 Q3 2019
$52M $60M $500M $103M $130M $500M $500M
$65M $931M $400M $160M $165M $300M
$110M™ $38M $160M $120M $200M $205M
$38M $50M $300M $350M
$200M $100M

Source: CB Insights, PitchBook.com; S&P Capital IQ
Market data as of 09/30/19
1) Oscar raised two rounds in 2014—worth $30 million and $80 million, respectively



Insurtech Financing Market Remains Strong

Financing volume in Q3 2019 is behind the previous three quarters, but still well ahead of

the year-ago period

Quarterly Financing Activity ($M)("

LTM financing volume: $5.8 billion across 276 deals:

1
L

Q4 2017 Q12018 Q22018" Q32018 Q4 2018 Q12019 Q2 2019 Q32019
Average Deal Size ($M)
[323]| [158] |14 | 6] | 26| |169] [241] | 186]
Selected Q3 2019 Financing Transactions ($M)
September 25 $37 N/A B
September 23 $32 N/A B IS
September 18 $28.2 N/A re:R
September 17 $24.5 N/A AR
August 28 $60 $400 <~
August 27 $47 N/A AR
August 21 $350 $3,650 B
July 24 $100 $1,000 AR
July 15 $47.5 N/A ALR
July 1 $90 $360 * R
Insurance Segment Insurance Value Chain
A T € & &’ R
P&C Life Health Distribution and Products, Software and Data and
Engagement Undorwring senees prebies

Source: CB Insights, PitchBook.com; S&P Capital IQ, FinTech Global

Market data as of 09/30/19

1) Includes private company equity financings and EverQuote IPO in Q2 2018



Healthy M&A Deal Activity...

M&A activity in 2019 has been bolstered by a number of large deals, including Prudential’s
acquisition of Assurance. Annualized number of transactions is exceeding 2018 levels

Selected Major Insurtech M&A Transactions

O Number of Transactions . Financing Volume ($M)

2013 2014 2015 2016 2017 2018 Q3 2019
! ! ! ! ! !
1 1 1 ! 1 1
1 1 1 ! 1 1
1 1 1 ! 1 1
! ! ! ! ! !
1 1 1 ! 1 1
| | | | | |
$1.8B : $2.4B : $8.7B : $1.4B : $2.5B : $155M : $3.5B
| | | : | |
! ! ! ! ! !
1 1 1 ! 1 1
1 1 i 1 ! 1 1
A mitchell | | ' !Gnrrguosrutlon ' | ' '
1 1 1 1 TaRkEt 1 1
$1.1B : $400M : $760M : $174M i $919M : Undisclosed : $1.5B
1 1 1 1 1
| | |
1 1 1
1 1 1
| : |
Acquirer logo on top ! ! s et !
1
$160M : $490M i Undisclosed i $1.6B
| |
1 1
1 1
1 1
| | M
1 1
$322M E $6.7B E $1.4B

Source: CB Insights, PitchBook.com; S&P Capital IQ
Market data as of 09/30/19 4



...Driven by a Few Large Transactions

Q3 2019 volume is in line with Q3 2018 levels, with several large deals driving the M&A
market

Quarterly M&A Activity ($M)

- T = Prudential's $3.5B
. 1 acquisition of Assurance
1 LTM M&A volume: | $7.389
| $11.6B across 79 deals —-_———a - §7-452-
U, _I The Carlyle Group’s ’
’§6.YB acquisition of

Sedgwick

Willis’s $1.4B
acquisition of Tranzact
- $3,932

| $1,876 X
_ ! . $1,753

—vicm HEE

@42017"" Q12018 Q22018 Q32018 Q42018 Q12019 @Q22019% Q32019
Average Deal Size ($M)
156.2 10.7 333 369.5 34.1 98.7 83.5 337.8

Selected Q3 2019 M&A Transactions ($M)

Transaction Segment/Value
Announced Date Buyer Target Value Chain Insurance segment
September 5 $3,500 T@ﬁo
AT e
August 19 $1,500 re
P&C Life Health
August 18 N/A > R2GD
August 8 $1,625 B R Insurance Value Chain
August 7 N/A @ ﬁ‘@
& 8
A
August 2 $50 (& *E@‘ Distribution and Products,
Customer Pricing, and
July 18 $573 A *E@ Engagement Underwriting
July 15 N/A *re g :_Q
=
July 8 N/A o ] Software and Data and
/ A E. E Services Analytics
July 4 N/A B 3%

Source: CB Insights, PitchBook.com, S&P Capital IQ. Market data as of 09/30/19
1) Q4 2017 includes Assurant IQ’s $2.5 billion acquisition of The Warranty Group
2) Q2 2019 includes $140 million sale of an investment portfolio by Axiata Digital to Singaporean
Fund managed by Gordian Capital, which included their stake in BIMA 5



iPipeline Case Study

Roper Technologies (NYSE:ROP) has agreed to acquire iPipeline from Thoma Bravo

Overview

* On August 8, Roper Technologies, Inc. (Roper; NYSE:ROP) announced it had reached a definitive agreement
to acquire iPipeline from Thoma Bravo

» iPipeline is a leading provider of cloud-based software solutions for the life insurance and financial services
industries

— Provides task integration and process automation across sales, operations, and compliance divisions
Transaction Summary

« Transaction valued at $1.6 billion and to be funded through Roper’s revolving credit facility and cash on hand

- iPipeline is expected to contribute approximately $200 million of revenue, $84 million of EBITDA, and $70 million
of after-tax free cash flow in 2020

- Estimates suggest the deal could be $0.20-$0.25 EPS accretive in 2020 to Roper

« iPipeline will continue to operate from its Exton HQ—using its existing name and brand—but as a part of Roper’s
Network Software & Systems segment

Shareholder Response Key Transaction Multiples
o 360 " 2.8% share price 1 358.49
2 : increase on :
R 8.1x 19.3x 23.2x
S&
2R FY20F FY20F FY20F FCF
“8’_ 348.63 Revenue EBITDA
© 345

8/6/19 8/7/19 8/8/19 8/9/19

The valuation represents a slight premium to
Roper’s own multiple...
Transaction Rationale

« Strengthens Roper’s position as a leading player in
an enormous sector characterized by large-wallet Roper
customers who are quickly adopting technology

» Provides Roper with significant additional high-

quality Saa$S revenue and reliable cash flows and iPipeline _

profit streams

16.0x 18.0x 20.0x

EV/EBITDA

Because of [iPipeline’s] good organic growth prospects, high margins, and attractive working-capital
characteristics, we see the transaction as supportive of Roper's already strong operations | I

Source: Company press release, company accounts, broker notes, S&P Capital IQ
Note: Growth and multiples shown are median values for comparable group, market data as
of 10/24/19 All financials calendarized to a December year end



Strong Insurtech Public Company Performance...

Data and analytics companies lead the insurtech pack. Excluding eHealth, online
distribution has increased 18.4% over the past 12 months

LTM Share Price Performance

250 225.6
§ .
145
135 128.7
by 126.5
° 125 124.5
- 118.8
115 118.4
111.3
105
95
85
75
o 0 A S B NI\
° e & N & QP R & S N S R o
e Benefits Admin/Payroll ~ e====Brokerage = Data and Analytics = |nsurance Software
e |T and BPO Services == Online Distribution e cHealth
Public Insurtech Ecosystem
Benefits Admin/ Data and Insurance IT and BPO Online
= Payroll -"Tr- Brokerage -"Tr- Analytics -ar Software -1r- Services "Trr Distribution -
/5D Am accenture CAPITA CGI
:smva c;g\:"lfnrd’
D)@ oxCuschnsloay
G genpoct FNESE
PAYCHEX  paylocity bis .
QuinStreet
LTM Share 18.8% 26.5% 28.7% 24.5% 11.3% 18.4%

Price Performance

Source:
Note:

S&P Capital IQ

Online distribution share price performance excluding eHealth

Growth and multiples shown are median values for comparable group; market data as of 10/24/19



...Drives High Valuations Across the Board

Selected insurtech subsectors and multiples

Enterprise Value/2020E Revenue

6.0x 5.5x

5.0x

4.0x

3.0x

2.0x

1.0x
Data and Benefits Brokerage Insurance Online IT and BPO
Analytics Admin/Payroll Software Distribution Services

Enterprise Value/2020E EBITDA

20.0x
17.3x 16.9x 16.4x
16.0x 14.8x
12.0x
12.0x 9.5x
8.0x
4.0x
Benefits Insurance Data and Brokerage Online IT and BPO
Admin/Payroll Software Analytics Distribution Services
Public Insurtech Ecosystem
N Bene;its A;:Iiminl _ ok - Data and — Insurance —— ITandBPO  _ _ Online -
ayro rokerage Analytics Software Services Distribution
83D Am accenture CAPITA CGI
@RVEL C;'ga%‘fnrd’
D)@ oxCuschnsloay
0 genpoct E-NEsE|
PAYCHEX  paylocity b .
QuinStreet
2020E Revenue Multiple 4.0x 4.0x 5.5x 2.9x 1.9x 2.3x
2020E EBITDA Multiple 17.3x 14.8x 16.4x 16.9x 9.5x 12.0x

Source: S&P Capital IQ
Note: Growth and multiples shown are median values for comparable group; market data as of
10/24/19 All financials calendarized to a December year end 8



Proven Track Record in Fintech With
Exceptionally Strong Momentum

~

has been acquired by

has been acquired by

~

~

a portfolio company of

Five Arrows

TP st

has been acquired by

a portfolio company of

has been acquired by

has been acquired by

»
—%) BROADWAY
- TECHNOLOGY

Sellside Advisor Sellside Advisor Sellside Advisor Sellside Advisor Sellside Advisor

September 2019 April 2019 April 2019 March 2019 March 2019
Insurtech TCM Software TCM Software Financial Information TCM Software
has received an investment from a portfolio company of a portfolio company of
has been acquired by
has been acquired by Vermeg Group N.G.
and has been acquired by
ELLIOTT
February 2019 December 2018 September 2018 July 2018 February 2018
Credit Information Payments TCM Software Financial Information Insurtech/
TCM Software
a portfolio company of
has received an investment from has been acquired by has acquired

Francisco Partners

has been acquired by

Equiniti Group PLC

Sellside Advisor* Sellside Advisor*

July 2017
TCM Software

~

has sold its Benelux operations to
Altares BV
a portfolio company of

Naxicap

Sellside Advisor*

February 2017

Financial Information

July 2017

Core Banking

October 2016

Credit Information

EQT

has been acquired by

Moody’s Corporation

Broadridge

BISAM

Sellside Advisor* Sellside Advisor* Buyside Advisor*

March 2017

Financial Information

March 2017
TCM Software

March 2017
TCM Software

~

has been acquired by

Broadridge

June 2016
TCM Software

~

a portfolio company of
Pollen Street Capital
has been acquired by

Tech Mahindra

May 2016
Core Banking

*Selected transactions were executed by Houlihan Lokey professionals while at Quayle Munro,
a firm acquired by Houlihan Lokey

~

has acquired an interest in

Pirum Systems Limited

Sellside Advisor* Sellside Advisor* Buyside Advisor*

Feb 2015
TCM Software




HLI

Houlihan Lokey is the trusted advisor to more top

LISTED decision-makers than any other independent global

NYS E investment bank.

Corporate Finance Financial Restructuring Financial Advisory
2018 M&A Advisory Rankings 2018 Global Distressed Debt & Bankruptcy 1999 to 2018 Global M&A Fairness
All U.S. Transactions Restructuring Rankings Advisory Rankings
1 Houlihan Lokey 207 1 Houlihan Lokey 63 1 Houlihan Lokey 1,073
2  Goldman Sachs & Co 197 2 PJT Partners Inc. 45 2 JP Morgan 971
3 JP Morgan 154 3" Moelis & Co. 36 3 Duff & Phelps 728
3* Lazard 36 . .
4 Morgan Stanley 135 4 Bank of America Merrill Lynch 660
Rothschil 3
5  Jefferies LLC 117 z T:’tSCR"f& co % 5  Morgan Stanley 659
Source: Thomson Reuters * Denotes tie Source: Thomson Reuters. Announced or completed
transactions.

No. 1 U.S. M&A Advisor No. 1 Global Investment No. 1 Global M&A Fairness
Banking Restructuring Advisor Opinion Advisor Over the
1,000+ Transactions Completed

Leading Capital Markets Advisor Valued at More Than 1,000+ Annual Valuation

$2.5 Trillion Collectively Engagements



Disclaimer

© 2019 Houlihan Lokey. All rights reserved. This material may not be reproduced in any format
by any means or redistributed without the prior written consent of Houlihan Lokey.

Houlihan Lokey is a trade name for Houlihan Lokey, Inc., and its subsidiaries and affiliates,
which include those in (i) the United States: Houlihan Lokey Capital, Inc., an SEC-registered
broker-dealer and member of FINRA (www.finra.org) and SIPC (www.sipc.org) (investment
banking services); Houlihan Lokey Financial Advisors, Inc. (financial advisory services); HL
Finance, LLC (syndicated leveraged finance platform); and Houlihan Lokey Real Estate Group,
Inc. (real estate advisory services); (ii) Europe: Houlihan Lokey EMEA, LLP, and Houlihan
Lokey (Corporate Finance) Limited, authorized and regulated by the U.K. Financial Conduct
Authority; Houlihan Lokey S.p.A.; Houlihan Lokey GmbH; Houlihan Lokey (Netherlands) B.V_;
and Houlihan Lokey (Espafia), S.A.; (iii) the United Arab Emirates, Dubai International Financial
Centre (Dubai): Houlihan Lokey (MEA Financial Advisory) Limited, regulated by the Dubai
Financial Services Authority for the provision of advising on financial products, arranging deals
in investments, and arranging credit and advising on credit to professional clients only; (iv)
Singapore: Houlihan Lokey (Singapore) Private Limited, an “exempt corporate finance adviser”
able to provide exempt corporate finance advisory services to accredited investors only; (v)
Hong Kong SAR: Houlihan Lokey (China) Limited, licensed in Hong Kong by the Securities and
Futures Commission to conduct Type 1, 4, and 6 regulated activities to professional investors
only; (vi) China: Houlihan Lokey Howard & Zukin Investment Consulting (Beijing) Co., Limited
(financial advisory services); (vii) Japan: Houlihan Lokey K.K. (financial advisory services); and
(viii) Australia: Houlihan Lokey (Australia) Pty Limited (ABN 74 601 825 227), a company
incorporated in Australia and licensed by the Australian Securities and Investments
Commission (AFSL number 474953) in respect of financial services provided to wholesale
clients only. In the European Economic Area (EEA), Dubai, Singapore, Hong Kong, and
Australia, this communication is directed to intended recipients, including actual or potential
professional clients (EEA and Dubai), accredited investors (Singapore), professional investors
(Hong Kong), and wholesale clients (Australia), respectively. Other persons, such as retail
clients, are NOT the intended recipients of our communications or services and should not act
upon this communication.

Houlihan Lokey gathers its data from sources it considers reliable; however, it does not
guarantee the accuracy or completeness of the information provided within this presentation.
The material presented reflects information known to the authors at the time this presentation
was written, and this information is subject to change. Houlihan Lokey makes no
representations or warranties, expressed or implied, regarding the accuracy of this material.
The views expressed in this material accurately reflect the personal views of the authors
regarding the subject securities and issuers and do not necessarily coincide with those of
Houlihan Lokey. Officers, directors, and partners in the Houlihan Lokey group of companies
may have positions in the securities of the companies discussed. This presentation does not
constitute advice or a recommendation, offer, or solicitation with respect to the securities of any
company discussed herein, is not intended to provide information upon which to base an
investment decision, and should not be construed as such. Houlihan Lokey or its affiliates may
from time to time provide investment banking or related services to these companies. Like all
Houlihan Lokey employees, the authors of this presentation receive compensation that is
affected by overall firm profitability.


http://www.finra.org/
http://www.sipc.org/
http://www.asic.gov.au/
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