www.businessinsurance.com

Business Insurance

As seen the week of:

July 19, 2010
SPOTLIGHT

World's 10 largest insurance brokers

Ranked by 2009 brokerage revenues
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David M. Lockon,
chairman
LOCKTON COS., LLC
2009 GROSS
REVENUES =
$774,280,000 4.4%
2009 BROKERAGE
REVENUES
$765,885,000 4.5%

ockton Cos., LLC
L continues to flourish

despite the difficult
economic environment, its
leaders say.

The privately held Kansas
City, Mo.-based broker re-
ported $765.9 million in bro-
kerage revenues in 2009, a
4.5% increase from the pre-
vious year, making it No. 9
in Business Insurance’s 2010
ranking of the world’s largest
brokers.

Chairman David M. Lock-
ton said the plan is to keep
Lockton a privately held
firm.

“We do believe that in the
insurance brokerage and
risk consulting business,
our clients are best served
by a private enterprise
whose first loyalty is to the
client and not to the share-
holder, and so we intend to
forever remain privately
held,” he said.

In response to the econo-
my, “We have redoubled our
efforts to make sure our
clients are presented in the
marketplace to their advan-
tage,” said President and
CEO John Lumelleau. As
client risk exposures have de-
clined, “we have helped
them position themselves
with the underwriting com-
munity in a more advanta-
geous way.”

At the same time, the
economy has “given us great
opportunities from the

standpoint of new client
growth. There are compa-
nies around the world that
need the assistance and ad-
vice of a company like
Lockton,” so “it’s a double-
edged sword,” Mr. Lumel-
leau said.

Lockton’s ability to
achieve more than 4% or-
ganic growth in this envi-
ronment “really speaks to
the success” of its business
model, said John Wicher,
principal of John Wicher
& Associates Inc. in San
Francisco.

Lockton’s revenue split
last year was 49% U.S. prop-
erty/casualty, 28% interna-
tional, 20% U.S. benefits

and 3% affinity business.

Lockton’s clients range
from small firms to Fortune
50 companies. It has a client
retention rate of more than
95%, its leaders say.

“Our client base runs the
gamut from mainstream,
Main Street America to the
largest multinational compa-
nies around the world,” said
Mr. Lumelleau.

Its Fortune 1000 clients
now total 150, said a
spokesman.

Mr. Lockton said one area
of emphasis throughout the
past year has been interna-
tional business, in part be-
cause most international
products “are not as vulnera-
ble as the U.S. casualty prod-
ucts are to the marketplace.”

Lockton opened a Dubai,
United Arab Emirates, office
last year and is in the process
of adding a Beijing office to
its Shanghai operation as
well as a new office in Min-
neapolis. It also has opened
an office in Rio de Janeiro.

The broker this year also
obtained an equity holding
in Seoul, South Korea, insur-
ance broker Insurance Man-
agement Inc., which has
been renamed Lockton Cos.
(Korea) Inc., and made an in-
vestment in Perth, Australia-
based broker Australian Re-
liance Pty. Ltd. Details of the
transactions have not been
announced.

“We have great anticipa-
tion of a lot of growth in the
Asian market this year,” in-
cluding China, Singapore,
Thailand and Hong Kong, as
well as Mexico, Mr. Lockton
said.

The company also contin-
ues its partnership with
Montreal-based BFL Canada,
under which the brokerages
help each other’s customers.

Mergers and acquisitions
remain a possibility, Mr.
Lumelleau said. “We'll con-
sider opportunities wherever
they make sense for us,” he
said.

Lockton, which also has
moved its London office to a
new location, this year sold
its insolvency practitioners
insurance business for an
undisclosed amount to Lon-
don-based Amlin P.L.C,,
which cut its workforce by
40. “It was a peripheral busi-
ness,” said Mr. Lumelleau.

Among new developments
this year is Lockton’s estab-
lishment of a health reform
advisory practice, which has
“been a catalyst for very sig-
nificant discussions with our
clients and prospects around
sorting out the confusion of
details of the health care leg-
islation,” Mr. Lumelleau said.
The practice, which includes
more than 25 consultants,
physicians and analysts
throughout the country, is
led by Senior VP and Direc-
tor of Compliance Ed Fen-
sholt. It is available to all
Lockton clients.

It has already served more
than 1,500 people through
in-person summits, online
programs and weekly health
reform updates, according to
a spokesman.

Meanwhile, Lockton’s ex-
isting health risk manage-
ment unit that continues “to
predict cost trends and im-
plement strategies” is “natu-
rally complementary” to its
health reform advisory prac-
tice, Mr. Lumelleau said.

New initiatives this year
include a strategic client en-
gagement process, “which

helps our clients to develop
their risk management objec-
tives, develop plans for
achieving those objectives
and direct their resources to
the areas of greatest benefit,”
Mr. Lockton said.

On the technical side,
Lockton is developing an an-
alytic risk metric resource,
which will allow Lockton to
gather and share data on
property/casualty transac-
tions in various industries
and track property/casualty
insurance placements.

In conjunction with Hous-
ton-based Rice University,
Lockton also has developed a
securities class action loss es-
timate tool. With SCALE,
“we’ve built a database that
helps clients better define
their exposure to (directors
and officers) actions,” said
Mr. Lockton.

Lockton’s employee bene-
tits revenues increased 6.5%
in 2009 to $174.1 million, an
area Mr. Lumelleau said is ex-
pected to continue Lockton’s
growth.

“In the face of an amazing-
ly soft market on the insur-
ance side,” Mr. Lumelleau
said Lockton continued to
attract new clients last year,
increasing its wholesale rev-
enue 1% to $49.1 million.
“It’s been a very important
part of our growth strategy
around the world,” he said.

Lockton’s reinsurance rev-
enues increased 83.6% to
$12.9 million in 2009, a ma-
jor improvement over a
30.3% drop in that category
in 2008. The dramatic
change reflects an anomaly
that occurred in 2008 when
the reinsurance markets
tightened certain lines of
coverage and the markets
moved to a quota-share ba-
sis, which changed the way
policies are billed, said Mr.
Lumelleau.

The broker continues to
accept contingent commis-
sions, but all such data is
shared with clients up front,
Mr. Lumelleau said.

—By Judy Greenwald
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