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US Middle Market Private
Equity Market Update

1.1 Adapting and Leaning Into Uncertainty and Turbulence to Improve the Deal
Landscape in 2026
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The Importance
ol Due Diligence
and Optimizing
Value for Portiolio
Companies

Insurance Due Diligence for
Private Equity and M&A

Get insight into the state of the
M&A and private equity market
from an insurance perspective
and why insurance due diligence
IS more important than ever.

Read More

From an insurance perspective, what does this macro backdrop mean for PE firms
engaged in completing due diligence and seeking to close transactions in Q4 2025
and 20267 As Bain noted in its Mid-Year Report, “Whatever switchback turns lie ahead,
PE firms must excel at creative dealmaking, due diligence, and value creation to make
the most of the opportunities that will flow out of today's uncertainty.”

From our perspective, insurance due diligence (including post-close diligence) will
continue to be a critical workstream as deal teams and operating professionals seek
ways to improve and maximize EBITDA margin and mitigate risk to their investment
assets. In pre-close due diligence, firms can identify strategies and efficiencies as well
as project their financial impact, while in post-close diligence, firms can implement
new strategies.

Post close, according to the Bain report, “GPs may need to refresh or extend their
value-creation plans for portfolio companies to convince buyers that there are new
chapters of growth ahead. Clear evidence of progress on EBITDA growth will be
necessary for that narrative to be convincing.”

From an insurance perspective, our clients and the broader PE market are constantly
looking for ways to maximize efficiencies, decrease costs, and improve overall
portfolio company performance. An insurance advisor with expertise in working with
PE firms and portfolio companies can add significant value to these processes in two
ways:

1. Maximizing the total cost of risk and insurance program structure to maximize
EBITDA margin improvement; and

2. Creating efficiencies in scale and cost effectiveness of the employee benefits
programs, often the second largest cost driver for a portfolio company, second to
payroll.

Insurance and employee benefits due diligence often takes a backseat to
operational, legal, financial, or accounting diligence. But, if executed

poorly, acquirers and investors alike may leave themselves exposed to

increased risks that could negatively impact EBITDA in the short term and
diminish the long-term value of the asset.

Including an expert insurance advisor on the due diligence team of advisors will help
companies avoid these risky land mines, protect the investment in the short- and
long-term, and ensure a cleaner exit.
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Insurance Trends in Private Equity:

Value Creation

Continued Focus on Value Creation Leads to
Insurance and Employee Benefits Program
Optimization Strategies "

\

VLAYV AVARAA
i

——

——

As mentioned in the Market Update section, longer holding periods
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more time to enhance EBITDA at an operational level. Many PE firms
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groups, which consult and advise portfolio companies on
operational improvements.

This trend supports our belief that PE professionals will continue to
focus on incremental improvements—small or large—to improve a
company's margins in 2026 and beyond. One of those ways is most
certainly the business insurance and employee benefits programs.

As portfolio companies begin evaluating margin improvement
opportunities, we expect they will continue to focus on reviewing
insurance and risk management programs as well as employee
benefit programs to ensure they are optimizing efficiencies and
mitigating, transferring, or accepting risk where necessary.

An insurance broker who specializes in private equity knows the
levers that can be pulled to improve the overall program—thereby
optimizing and improving EBITDA margin. On the property and
casualty side, funds are using insurance advisors to look for ways to
Improve retention and limit management while maximizing cost
savings. Additionally, many firms are turning to portfolio-style

management liability programs (directors & officers liability,
employment practices liability, fiduciary liability, and commercial
crime) that bundle exposures and coverages across the portfolio to
reduce costs.
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2.2

Insurance Trends in Private Equity:

Deal Structure

Deal Structure Will Impact Insurance and
Benefits Strategy

PE firms continue to look at alternative deal structures to get deals across
the finish line, a trend we expect will persist in 2026. Add-on acquisitions
(including sizeable ones), take-privates, corporate carveouts/divestitures,
and growth equity deals continue to be attractive ways to put capital to
work. Each of these transaction structures involves a different skill set in
terms of insurance and employee benefits due diligence, as well as post-
acquisition brokerage implementation strategy.

For example, in a take-private transaction, the management liability
(directors & officers liability) program coverage structure and cost will
completely change. The existing public company D&O program will be
placed into runoff, and a new, go-forward private company management
liability program will need to be implemented. The limit and retention
structure, and overall coverage, of a public versus private company
management liability program can vary significantly, and runoff
terms/conditions and pricing can be renegotiated prior to closing. This
could impact the company’s cash flow at closing by hundreds of
thousands, if not millions, of dollars.
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In a take-private transaction, it is critical to engage a specialty insurance advisor who works directly in the PE space. A skilled advisor can
work on the necessary tail coverages while simultaneously structuring a go-forward management liability program that is appropriate
for the go-forward entity under PE ownership. They must also be able to perform due diligence on the other property, casualty, and
employee benefits coverages.

As another example, in an asset or carve-out transaction, the firm will need to implement an entirely new property, casualty, and
management liability program at close. Depending on the nature of the transaction structure, the diligence strategy and go-forward
iImplementation can vary widely. It's critical to engage an insurance advisor early and often in these processes to ensure nothing is
overlooked.

Middle-market PE or growth equity transactions have specific implications on risk management and insurance programs
pre-close, at close, and post-close. Check out our three-part series on transactional structures.
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Transaction Structures and Transaction Structures and Transaction Structures and
Insurance, Part 1: Insurance, Part 2: Insurance, Part 3;
Asset vs. Stock Transactions Majority vs. Minority Mergers, Rollups, and Carve-
Transactions Outs
Read More
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2.3

Insurance Trends in Private Equity:

RWI Market

The RWI Market Will Continue to Be
Competitive into 2026

The representations and warranties insurance (RWI) marketplace will
continue to see high levels of competition in 2026. We have seen two
separate market segments merge, and the influx of new capital
seems to be slowing. We expect it will continue throughout 2026 as
deal flow gains steam again.

In Q2 2025, the Woodruff Sawyer team is seeing 10-15 RWI quotes

for each transaction. Rates typically range from 2.35%-2.75% of the
policy limit, and retentions are 0.45%-0.60% of the total enterprise
value. All insurers are quoting “no seller” indemnity options as well
as traditional “split-seller-indemnity”-style deals.

This competitive landscape may shift slightly throughout 2026 and
into 2027 as deal flow increases, but we expect it to remain steady as
there is still more supply than demand.

Table of

&

.........

..........




2.4

Insurance Trends in Private Equity:

Expansion

Insurers Continue to Expand into Private
Equity, Broadening Capacity for Portfolio
Companies

On the portfolio company side, insurers have begun launching
internal PE teams and practices to better serve brokers who
specialize in working with such firms. This started on the
management liability side; but recently, several of these insurers
have launched property and casualty practices to support the
growing management liability book of business. In other cases,

existing property and casualty insurers are launching practice
groups.

We believe this is important for a few reasons. First, it means that PE
Is generating meaningful profits for insurers, leading to more
entrants into the market and additional available underwriting
capacity. Next, it means the insurers have noticed there can be
enterprise-level economies of scale when different divisions talk to
each other about coverages for the same portfolio company. It's now
not uncommon for the insurer to have a practice lead who is
responsible for managing the relationship internally and ensuring
the broker has full access to all divisions that would like to quote a

portfolio company.

This is a positive trend for portfolio companies because it creates leverage for the PE firm in terms of coverage and pricing.

For example, if a certain insurer underwrites and binds the go-forward management liability (D&O insurance) program for a PE firm
transaction at closing, that insurer may also have an appetite for the property and casualty lines of coverage. This increases leverage

for the broker.

Next, insurer-specific divisions specialize in PE, and typically, these underwriters will only work on PE deals or portfolio companies. This
means they understand the tight timelines of transactions and how to view the risk in a fundamentally different way—from a portfolio

vantage point versus an individual risk.
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2.0

Insurance Trends in Private Equity:

Portfolio-Style Programs

Portfolio-Style Programs Gain Momentum
(Again)
As PE professionals continue to look for efficiencies in cost

management, and insurers are doubling down on PE business (see
ITrend 2.4), many clients are seeking to consolidate their coverages

using a portfolio-style approach for property, casualty, and
management liability.

This movement to a portfolio-style program is a cyclical approach to
risk management and insurance that tends to come up once or twice
every decade or so, and each time the approach is a bit more refined
than the last. The rationale always makes sense: “If we can put
together a portfolio program for all of our portfolio companies, we
can achieve economies of scale across the entire portfolio and
broaden coverage while reducing costs.”

Similar to a PE firm that considers launching a captive arrangement,
the approach and logic on the property and casualty side of the
equation make sense until one or more of the companies have a bad

claims year, which will likely lead to all companies paying more to
support the claims and premium needs of the single company.
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