
   

 

 

 

 

Commentary 
Growth Opportunities and Geographic Diversification—Intact 
Partners with Tryg in Potential Joint Bid to Acquire RSA  

On November 5, 2020, Intact Financial Corporation (Intact or the Company; rated "A" with a Stable trend 

by DBRS Morningstar) announced a proposal for a nonhostile joint bid with Tryg A/S (Tryg), a 

Scandinavian insurance company, to acquire RSA Insurance Group plc (RSA) for a total cash 

consideration of approximately GBP 7.2 billion (CAD 12.3 billion). RSA's board indicated that it would 

recommend the proposal, subject to satisfactory resolution of other terms in the proposal, including a 

period of due diligence that is currently underway. If successful, this transaction would further 

strengthen Intact's franchise by positioning the Company as a strong multijurisdictional property and 

casualty (P&C) insurer. DBRS Morningstar projects that Intact's annual direct premiums written will 

increase to approximately CAD 20.0 billion from CAD 12.0 billion if the deal goes through, an increase of 

about 67% (see Exhibit 1). This deal would also enhance Intact's presence in the global P&C specialty 

lines market. DBRS Morningstar projects that premiums written from specialty lines will grow by CAD 

1.1 billion to about CAD 4.0 billion annually with the new entity targeting a combined ratio in the low 

90% range. This is similar to the current combined ratio target for the Company's North American 

specialty business. RSA has strong brand recognition in the UK and Europe; however, based on the 

recent rebranding of OneBeacon to operate as Intact Insurance Specialty Solutions, it is possible that the 

RSA business could be rebranded after a few years. 

 
 
Exhibit 1 Direct Premiums Written 

Source: DBRS Morningstar and company documents. 

 

DBRS Morningstar 

November 12, 2020 

 

 

Victor Adesanya 

Vice President, Insurance 

Global Financial Institutions Group 

+1 416 597-7350 

victor.adesanya@dbrsmorningstar.com 

 

Marcos Alvarez 

Senior Vice President, Head of Insurance 

Global Financial Institutions Group 

+1 416 597-7553 

marcos.alvarez@dbrsmorningstar.com 

 

 

Key Highlights:  

• RSA provides an opportunity for Intact to 

further diversify by product and 

geography. 

• The disclosed terms of the proposal state 

that Intact would acquire RSA’s Canada 

and UK & International businesses and 

obligations while Tryg would acquire 

RSA’s businesses in Norway and Sweden. 

• Potential challenges to the deal include 

multiple regulatory oversight, increased 

operational, and integration risk. 
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The deal would also expand Intact's P&C insurance markets outside Canada and the United States, 

enhancing the Company's product and geographic diversification. Even with the potential transaction's 

significant diversification, Canada would remain Intact's most important market, with Canada still 

comprising more than half of its direct premiums written on a pro forma basis. Already the largest P&C 

insurance company in Canada, the acquisition would increase Intact's Canadian market share to 

approximately 22% from 17% based on 2019 direct premiums written. While the proposal would 

enhance the franchise and bolster diversification, it would also be the Company's largest acquisition to 

date and add operational complexity because this is a joint bid with another company that would also 

entail working across various geographies, some of which are new for Intact.  

 

Target: RSA Provides an Opportunity for Intact to Further Diversify by Product and Geography  

RSA is a British multinational P&C insurance company headquartered in London with major operations in 

the UK, Ireland, Canada, Scandinavia, and the Middle East. It also has small interests in other European 

and Asian countries. RSA's net written premiums totalled GBP 6.4 billion in 2019 (see Exhibit 2). RSA 

distributes its insurance products through a multichannel distribution network, similar to Intact's 

network.  

 

RSA ranks among the top five P&C insurers in the UK and is the sixth-largest P&C insurer in Canada, 

with a 5.2% market share in 2019. RSA is also one of the top five P&C insurers in the Scandinavian 

region. RSA's performance has improved in recent years, and its year-to-date underwriting results have 

been resilient, despite the impact of the Coronavirus Disease (COVID-19) pandemic and the adverse 

results of the recent UK court case brought up by the Financial Conduct Authority regarding business 

interruption claims of small and medium-size enterprises. 

 
 
Exhibit 2 Select 2019 Performance Data of RSA 
 

 

Source: RSA Insurance Group plc 2019 Annual Report. 

 

RSA: Profitable Business with Some Underwriting Risk in Commercial Lines 

RSA's product underwriting risk profile is similar to that of Intact (see Exhibit 3), with both organizations 

offering similar products and competing for the same business in Canada. RSA’s Personal lines business 

(57% of premium) reported strong underwriting results in 2019 with a combined ratio of 88.5% partly 

because of reduced weather-related claims across all geographies. Conversely, although profitable, the 

Commercial lines business (43% of premium) had weaker results with a combined ratio of 98.5% in 2019. 

RSA has taken extensive pricing and underwriting actions to improve profitability in its Commercial lines 

Region Scandinavia Canada U.K. & International Total Company

Net Written Premium £1.8 billion £1.7 billion £2.9 billion £6.4 billion

Combined Ratio 87.4% 94.5% 95.0% 93.6%

Personal Lines Business 59.0% 72.0% 48.0%

Commercial Lines Business 41.0% 28.0% 52.0%

Customer Retention 83.0% 83.0% 75.0%
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business, especially in Canada. RSA also noted that it intends to take similar actions to improve the 

performance of its Commercial lines businesses in Scandinavia. 

 
 
Exhibit 3 Direct Premium Written by Major Lines of Business: Intact vs. RSA 

 

Source: DBRS Morningstar and company documents. 

 

The Deal: Joint Proposal from Intact and Tryg 

The disclosed terms of the proposal state that Intact would acquire RSA’s Canada and UK & 

International businesses and obligations while Tryg would acquire RSA’s businesses in Norway and 

Sweden. At the same time, Intact and Tryg would enter into a co-ownership agreement to acquire RSA’s 

operations in Denmark. Intact and Tryg are offering RSA’s shareholders 685 pence in cash per RSA 

share, plus payment by RSA of its announced interim dividend of 8 pence per share. Intact would pay 

GBP 3.0 billion of the total transaction cost while Tryg would pay GBP 4.2 billion. Intact intends to 

finance its portion of the proposed transaction mostly with equity and a combination of debt and 

preferred shares. The Company has publicly announced that it would structure the funding of the 

transaction to support its current ratings. Intact plans to do this using a combination of equity and debt 

to finance its portion of the deal to mitigate the impact on its leverage and fixed-charge coverage ratios. 

DBRS Morningstar anticipates that the Company will try to maintain a financial leverage ratio (including 

preferred shares) of around 35% to avoid any potential negative ratings pressure. Per DBRS 

Morningstar's calculations, Intact's financial leverage was 31.2% at the end of Q3 2020.  

 

Potential Challenges: Multiple Regulatory Oversight, Increased Operational, and Integration Risk 

If completed, this will be Intact's largest acquisition to date and the largest deal so far by a Canadian 

P&C insurer in history. Given the size and international scope of this potential acquisition, it poses some 

challenges such as dealing with the higher product risk associated with UK specialty insurance lines, 

integrating organizational cultures, managing the increased operational risk of crossborder businesses in 

different litigation and competitive environments, as well as complying with the regulatory requirements 

in multiple foreign jurisdictions.  
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Nevertheless, the Company has an excellent track record of integrating previous acquisitions, including 

OneBeacon, a large U.S. specialty insurer, which Intact acquired in 2017 for CAD 2.3 billion. Since then, 

we note that the Company has deftly managed the complexities of operating in two different 

jurisdictions while improving OneBeacon's performance, including a best-in-class combined ratio 

supported by solid data analytics capabilities and underwriting discipline. The successful integration of 

OneBeacon helps to mitigate some of our concerns about integration risk; however, the current 

challenges that the coronavirus pandemic and Brexit pose would be additional hurdles for the 

integration of both companies in the short to medium term. 

 

Related Research 

• Intact Financial Corporation: Strong Q3 2020 Results Driven By Robust Underwriting Performance, 

November 5, 2020. 

• Initial Implications of the UK High Court Business Interruption Insurance Test Case Ruling, 

September 16, 2020. 

• Canadian Insurance Companies Further Access Debt Capital Markets in 2020, August 25, 2020. 

• Assessing Financial Strength Ratings of P&C Insurance Companies Amid the Global Coronavirus Pandemic, 

April 2, 2020.

https://www.dbrsmorningstar.com/research/369708/intact-financial-corporation-strong-q3-2020-results-driven-by-robust-underwriting-performance
https://www.dbrsmorningstar.com/research/366736/initial-implications-of-the-uk-high-court-business-interruption-insurance-test-case-ruling
https://www.dbrsmorningstar.com/research/366052/canadian-insurance-companies-further-access-debt-capital-markets-in-2020
https://www.dbrsmorningstar.com/research/359121/assessing-financial-strength-ratings-of-pc-insurance-companies-amid-the-global-coronavirus-pandemic
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About DBRS Morningstar 
DBRS Morningstar is a global credit ratings business with approximately 700 employees in eight offices globally. 

 

On July 2, 2019, Morningstar, Inc. completed its acquisition of DBRS. Combining DBRS' strong market presence in Canada, Europe, and the U.S. with 

Morningstar Credit Ratings' U.S. footprint has expanded global asset class coverage and provided investors with an enhanced platform featuring 

thought leadership, analysis, and research. DBRS and Morningstar Credit Ratings are committed to empowering investor success, serving the market 

through leading-edge technology and raising the bar for the industry. 

 

Together as DBRS Morningstar, we are the world’s fourth largest credit ratings agency and a market leader in Canada, the U.S., and Europe in 

multiple asset classes. We rate more than 2,600 issuers and 54,000 securities worldwide and are driven to bring more clarity,  diversity, and 

responsiveness to the ratings process. Our approach and size provide the agility to respond to customers’ needs, while being large enough to provide 

the necessary expertise and resources. 

 

 
The DBRS group of companies consists of DBRS, Inc. (Delaware, U.S.)(NRSRO, DRO affiliate); DBRS Limited (Ontario, Canada)(DRO, NRSRO affiliate); 

DBRS Ratings GmbH (Frankfurt, Germany)(CRA, NRSRO affiliate, DRO affiliate); and DBRS Ratings Limited (England and Wales)(CRA, NRSRO affiliate, 

DRO affiliate). Morningstar Credit Ratings, LLC is a NRSRO affiliate of DBRS, Inc. 

 

For more information on regulatory registrations, recognitions and approvals of the DBRS group of companies and Morningstar Credit Ratings, LLC, 

please see: http://www.dbrsmorningstar.com/research/highlights.pdf.  

 

The DBRS group and Morningstar Credit Ratings, LLC are wholly owned subsidiaries of Morningstar, Inc. 

 

© 2020 Morningstar. All rights reserved. The information upon which DBRS ratings and other types of credit opinions and reports are based is 

obtained by DBRS from sources DBRS believes to be reliable. DBRS does not audit the information it receives in connection with the analytical 

process, and it does not and cannot independently verify that information in every instance. The extent of any factual investigation or independent 

verification depends on facts and circumstances. DBRS ratings, other types of credit opinions, reports and any other information provided by DBRS 

are provided “as is” and without representation or warranty of any kind. DBRS hereby disclaims any representation or warranty , express or implied, 

as to the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or non-infringement of any of such information. In no 

event shall DBRS or its directors, officers, employees, independent contractors, agents and representatives (collectively, DBRS Representatives) be 

liable (1) for any inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting therefrom, or (2) for any direct, 

indirect, incidental, special, compensatory or consequential damages arising from any use of ratings and rating reports or arising from any error 

(negligent or otherwise) or other circumstance or contingency within or outside the control of DBRS or any DBRS Representative, in connection with 

or related to obtaining, collecting, compiling, analyzing, interpreting, communicating, publishing or delivering any such information. No DBRS entity is 

an investment advisor. DBRS does not provide investment, financial or other advice. Ratings, other types of credit opinions, other analysis and 

research issued or published by DBRS are, and must be construed solely as, statements of opinion and not statements of fact as to credit worthiness, 

investment, financial or other advice or recommendations to purchase, sell or hold any securities. A report with respect to a DBRS rating or other 

credit opinion is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents 

in connection with the sale of the securities. DBRS may receive compensation for its ratings and other credit opinions from, among others, issuers, 

insurers, guarantors and/or underwriters of debt securities. DBRS is not responsible for the content or operation of third party websites accessed 

through hypertext or other computer links and DBRS shall have no liability to any person or entity for the use of such third party websites. This 

publication may not be reproduced, retransmitted or distributed in any form without the prior written consent of DBRS. ALL DBRS RATINGS AND 

OTHER TYPES OF CREDIT OPINIONS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND 

LIMITATIONS AT http://www.dbrsmorningstar.com/about/disclaimer. ADDITIONAL INFORMATION REGARDING DBRS RATINGS AND OTHER TYPES 

OF CREDIT OPINIONS, INCLUDING DEFINITIONS, POLICIES AND METHODOLOGIES, ARE AVAILABLE ON http://www.dbrsmorningstar.com. 

 


