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Amerisafe, Inc. (AMSF: NASDAQ)
Financial Analysis By: Jacky Cheng – Financials

Company Profile as of 2/19/2015
Market Price: $43.61
Industry: Insurance
Market Cap: $821.43M
52-Week: $35.15-45.95
Beta: 0.68

Source

Target Price

Recommendation

Siena
Capital IQ
Yahoo Finance
Bloomberg

$48.67
$50.33
$50.33
$50.33

LIMIT BUY
BUY
BUY
BUY

Thesis
-No Debt in Balance Sheet/Excess Cash
-Management Focus on Shareholders’ Value
-Dividend Growth

I would LIMIT BUY Amerisafe, Inc. at $44.25 with the target price of $48.67. Management has a strong incentive in creating value in shares from its stocks awards, nonequity incentives, and the long-term incentive compensation program placed. Since going debt free, there are still signs of growth in the financials from the increase in
insurance premium. Dividends have been given out of its shareholders with the excess cash and it is foreseen that the dividend growth will steadily increase in the long run
with special dividends given out once per month.

Company Overview
Amerisafe, Inc. is an insurance company that provides workers’ compensation insurance focused on small to mid-sized employers in
the hazardous industries, principally construction, trucking, logging, agriculture, oil and gas, maritime, and sawmills. Its insurance
policies provide various benefits to injured employees for temporary and permanent disability, death, and medical and hospital
expenses. Based in Deridder, Louisiana, the company actively markets workers’ compensation insurance in 35 states and the District of
Columbia.

Management
Amerisafe, Inc. is led by C. Allen Bradley, Jr. who is the Chairman since October 2005 and CEO since June 2003. C. Allen has been
with the company serving in a variety of positions since September 1997. He has been with the company beginning in 1994. Currently,
his bonus was dropped this year and was given instead 39.5% in non-equity incentive. Allen receives 28.9% in salary showing that there
is motivation to have the company perform well with the rest being stock awards, non-equity incentive and all other compensations.

Michael F. Grasher is the Executive Vice President and CFO and has been serving since May 2013. Prior to joining the company, Mr.
Grasher was Sr. Vice President, Capital Markets, at Fortegra Financial Corporation, a financial services holding company and spent the
previous 8 years as a sell-side equity analyst covering the property-casualty industry. Michael’s compensation consists of 13.6% in salary
while the majority of the compensation is in stock award at 73.5%. This shows that there is a huge incentive in the company
performance.

The Compensation Committee put together a long term incentive compensation program in 2012 for executive management which
provides performance awards that reward exceptional financial performance relative to a peer group of property and casualty insurers
and is in alignment with shareholder returns. This was placed with the intention to retain and attract executive personnel to the
company. Michael F. Grasher does not apply to this program due to his recent joining to the management team.

Capital Structure:
Amerisafe, Inc. current capital structure became 100% equity and 0% debt after paying off all of their debt by Q3 2012. Since the
capital structure has been 100% equity, the cash has increased from $45.5 million to $123.1 million. Since going all equity, the company
has started to pay out dividends, discussed below. This excess cash can be used to possibly acquire other companies. It is not foreseen
that they will use the cash to reinvest into the company to further grow the company.

Dividend Growth:
Amerisafe, Inc. started to give dividends to its shareholders starting in March 2013 and has seen dividend growth since. Starting at
$0.08 per share, it has increased to $0.12 per share the following year. There has also been two special dividend issued in the same year,
one in March 2014 of $0.50 per share and $1.00 in Dec 2014. It is projected that there will be an increase in dividend to $0.14 per
share. Management plans to give out special dividends once a year rather than giving out two like in 2013.

Financials:
Despite going debt free in the capital structure since 2012, there is still growth in its financials. Revenue has been steadily growing from
$280.7 million in 2011 to $356.3 million in 2013. This is primarily from the growing premium rate in workers compensation insurance
resulting in greater revenue increase. It is projected that the revenue will still grow at a stable rate due the growing premium rate in
workers compensation. ROE has also been growing from 7.12 in 2011 to 12.76 in 2013. Management would like to maintain the
growth rate at this level.

Conclusion:
I would BUY Amerisafe, Inc. at $44.25 with the target price of $48.67. Management has a strong incentive in creating value in shares
from its stocks awards, non-equity incentives, and the long-term incentive compensation program placed. Since going debt free, there
are still signs of growth in the financials from the increase in insurance premium. Dividends have been given out of its shareholders
with the excess cash and it is foreseen that the dividend growth will steadily increase in the long run with special dividends given out
once per month.
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