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€? QUESTION OF MONEY
We took out our mortgage in 2011. Five years ago my partner lost his job and was out of work for nearly two
years. He is now employed but money is tight and we're in mortgage arrears of about €40,000. We are currently
making interestonly payments and hope to get back to full repayments in time. While the bank has been
supportive, it hasn't mentioned if our mortgage protection policy is still sufficient. I'm worried it would no longer
clear our mortgage if either of us dies. Is that the case? Anonymous, Dublin You're right to be concerned, as you
could be insufficiently covered by your mortgage protection. Mortgage protection policies are lowcost but
relatively inflexible products, designed to decrease broadly in line with a typical capital and interest mortgage. But
when those payments are interrupted or reduced, there is a likelihood that a gap will grow between the
outstanding mortgage, including arrears, and the policy cover. This is because the assumed capital repayments
have not been made.
Many people in Ireland may have struggled to meet their mortgage commitments due to Covid19 and, before that,
the recession.
Like you, they may have entered into a special agreement with their lender to be able to cope financially with their
monthly repayments. These restructuring agreements could include interestonly plans, reduced payment options
and term extensions. When this new agreement takes effect, mortgage protection is often overlooked and not
updated. When changes to the mortgage agreement are not reflected in the mortgage protection cover, it can
leave the mortgage holders underinsured as a result.
Essentially what this means for couples is that, if one spouse died, the mortgage protection cover paid out would
be less than the full amount owed on the mortgage. So the surviving spouse would be left having to pay off the
remainder of the mortgage at a time when they can potentially least afford it. It's great that you are aware of
protecting your financial resilience.
Sometimes people are understandably so focused on getting themselves to a point where they can make their
mortgage repayments that they don't think to check whether their existing mortgage protection cover is still
enough. Even those who have managed to get their mortgage back on track could have an issue.
As mortgage protection policies generally cannot be restructured, in most cases a new policy would need to be put
in place to reflect the fact that the mortgage isn't reducing, or to match the revised mortgage agreement.
While it's possible that your lender would write off the uninsured balance in such an instance, it would be unwise
for the mortgage holder to rely on the possibility of such "generosity" on their behalf.
A financial broker should be able to assess whether you have a shortfall in cover and advise you on your next
steps, be that replacing your existing policy or adding a smaller policy to cover the gap. Barry McCutcheon is
proposition lead at Royal London Send your personal finance or consumerrelated questions to money@sunday
times.ie
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Brokering relationships comes at a high premium
While businesses large and small might regularly look to change insurer, they rarely change their broker. This
curious phenomenon probably explains, to a degree, the enormous prices being paid for insurance brokers.
Last week it was reported that AssuredPartners, a US broker, is to pay "about €100 million" for Killarneybased
Gallivan Murphy, a business with gross written premiums of €60 million. This is what the broker pays to insurance
companies on behalf of its clients. Gallivan Murphy's actual turnover, earned through commission, was just €11.2
million in the year to October 2021.
Floridabased Assured, America's 11th largest broker, is therefore paying at least nine times 2020 revenues for
the Kerry broker  that is a Silicon Valleystyle sales multiple. The price is more understandable when one sees that
Gallivan Murphy made profits before tax of €7.2 million in 2021. Those are Silicon Valleystyle profit margins.
Good brokers such as Gallivan Murphy are viewed as a near annuity business. Good times or bad, people need
insurance. With high customer loyalty, its recurring revenues are rock solid  not unlike enterprise software. It
demands very little capital, beyond, perhaps, the annual outlay on golf umbrellas. Unlike technology companies,
there is no war for talent.
The average wage at Gallivan Murphy was €37,000 in 2021. In most brokers, there's a thin layer of wellpaid sales
personnel, which usually includes the founders, and the rest is administration. In the five years to the end of 2021,
Gallivan Murphy paid dividends to its shareholders of more than €18 million.
For Assured and the private equity companies circling the market, these large country brokers are viewed as
platform acquisitions, which can mop up the books of small brokers. It is telling that the consolidators Arachas,
Aston Lark and Innovu  do not change the name over the door, postacquisition. This is a relationship business.
With a welter of deals in the past few years, many larger independent brokers have now been sold. The next wave
will be consolidators buying consolidators. It has already begun, with the UK company Ardonagh's purchase of
Arachas.
These businesses were considered unglamorous up to just five years ago. Indeed, it's not that long since
observers predicted that the humble insurance broker would be swept aside as the internet disintermediated vast
swathes of commerce.
Yet the brokers themselves knew the intrinsic value of the businesses. Tadhg Gallivan and his fellow shareholders
bought out longtime investor Hooper Dolan Insurances of Waterford for €12 million in October 2020. Months later
Hooper Dolan was sold to Arachas.
Rather than fold into that deal, the Kerry broker held out for its own sale. Cute.
The wealth generated in the sector is enormous. Yet one wonders how customers, constantly complaining of the
high price of insurance, view the premiums being paid for these relationship businesses.
Hard calls for Digicel Geopolitical risk is a constant in emerging markets. Denis O'Brien's Digicel got a double
wallop last week. The government of Papua New Guinea (PNG) decided to levy a supertax on dominant players in
banking and telecoms. Digicel has a 92 per cent market share on the island.
In Panama, the problem is almost the polar opposite. The local competition authorities waved through a merger of
two dominant rivals, leaving Digicel a stranded minor player. To rub salt, the Panama government is a 49 per cent
shareholder in the merged entity. The other shareholder is Cable&Wireless
Panama, owned by Liberty Latin America. Cable&Wireless used to be O'Brien's whipping boy in the Caribbean.
Not any more.
With its tiny market share, Panama has always been an outlier for Digicel. It is even outside the group's debt
structure. Digicel spent $661 million (€607 million) there with little to show for it. This will hurt, but not as much as
the PNG tax, which could net that country's government $100 million. It was introduced on March 25, and carried a
$14 million penalty if not paid by March 31. Writing the cheque will materially reduce Digicel's proceeds from the
proposed $1.6 billion sale of Digicel Pacific to Telstra Corporation.
Digicel talked of reputational damage for both nations, and in PNG's case harm to its credit rating. Yet the real
surprise is that Digicel managed to avoid these kind of scrapes in the past. To suffer twice in a week is
unfortunate.
brian.carey@sundaytimes.ie

