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This report looks at the following areas:

* Market performance, including market drivers.

+ An analysis of competitive strategies and launch activity.
» Ownership of gadget insurance.

» Claims experience.

¢ Purchase drivers and barriers.

84% of insurance policyholders who have cover for their gadgets and made a
claim in the last two years had their claim paid out. Even though the vast
majority of policyholders had successful claims, some perceptions regarding
insurers notf paying out persist. Insurers are well placed to capitalise on this and
build trust by publishing the proportion of claims approved and providing case
studies fo showcase a successful and efficient claims process.

Rising inflation will put pressure on the gadget insurance market. Increasing
inflation will push up costs for insurers due fo rising claims costs associated with
repairs and replacements. If providers pass on these costs, consumers face
higher premiums for an already discretionary product. Inflation will also have a
direct impact on people’s finances and create a defensive mindset towards
spending. This will limit non-essential purchases among some consumers,
including on gadgets. People facing tighter budgets might consider cancelling
or downgrading their insurance cover, while those without existing insurance
will be even more reluctant o take it out.

Cost is already seen as a major barrier to taking out gadget insurance. 46% of
adults with insured gadgets are always looking for the cheapest cover, while
48% of those without insurance think it is too expensive. Insurers will therefore
have to focus on demonstrating the value of their products and enhancing
perceptions of value.

While 87% of adults own a smartphone, only 45% have cover fo protect their
devices. This gap in insurance shows there is still significant room for expansion,
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“Rising inflation will put
pressure on the gadget
insurance market. The cost of
policies is already seen as the
biggest barrier and this will
be heightened by current
economic trends.”

- Stefania Apostol,
Financial Services Analyst,

March 2022
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and insurers have an opportunity fo increase sales by attracting more
smartphone owners. As the value of smartphones increases, providers can
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Majority of gadget-related claims were paid

Figure 10: Outcome of gadget insurance claim, 2021

A third could be encouraged to take out a bundled cover
Figure 11: Purchase drivers of gadget insurance, 2021

Cost and perceived lack of value are the main barriers
Figure 12: Gadget insurance barriers, 2021

ISSUES AND INSIGHTS

Rising inflation will put pressure on sales of gadget
insurance
Gadget owners are seeking flexibility, convenience and a

simple claims process

MARKET SIZE AND PERFORMANCE

Policy sales up, driven by growth in technology sales

Figure 13: Estimated number of gadget insurance policy sales,

2016-21

MARKET FORECAST

The five-year outlook for gadget insurance

Figure 14: Category outlook, 2022-26

Pandemic-led increase to stabilise
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MARKET DRIVERS

Rising inflation raises concerns

Figure 17: Consumer concerns about household finances,
2021-22

Financial confidence declines due to heightened
uncertainty

Figure 18: Financial Confidence Index, 2019-22
Semiconductor chip shortage impacts supply across the
tech sector

Smartphone market recovers

Laptops see strong growth

Tablet market decreased in 2021

Wearable technology gains popularity

Headphones and earbuds market continues to see positive
performance
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Substantial growth in the gaming industry

Home contents insurance sales stagnate

Figure 19: Total written home contents and combined
insurance policies, 2012-21

REGULATORY AND LEGISLATIVE CHANGES

FCA is set to introduce a new Consumer Duty

FCA introduces fair-value rules for insurance products

COMPETITIVE STRATEGIES AND LAUNCH ACTIVITY

AXA continues its expansion into the gadget insurance
market

Insurance for refurbished devices

Barclays relaunched its Tech Pack insurance

Virgin Money includes gadget insurance in its Club M
packaged account

Arma Karma offers possession-based insurance

Tech giants make inroads info gadget insurance

EE adds AppleCare tfo its insurance plans

Home contents policies offer more flexibility

GADGET OWNERSHIP

Gadget ownership is widespread

Smartwatch ownership sees strong growth

Figure 20: Ownership of gadgets, 2020-21

42% of gadget owners have experienced an accident or
loss in the last two years

Figure 21: Experience of damage, breakdown, loss or theft,
2021

GADGET INSURANCE PENETRATION

More than half have at least one gadget covered...
...but only 16% have specific gadget insurance

Figure 22: Penetration of gadget insurance — NET, 2021
Significant gap in smartphone protection

Figure 23: Penetration of gadget insurance, by type of
gadget, 2021

Penetration of specific gadget insurance is higher among
owners of high-end headphones...

...and wearable technology

Figure 24: Penetration of gadget insurance, by type of
coverage and gadget, 2021
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METHODS OF ARRANGING SPECIFIC GADGET INSURANCE

- Specific gadget insurance most likely to be arranged at the
time of purchase...

» ...with embedded insurance set to increase reach of gadget
cover
Figure 25: Method of arranging specific gadget insurance,
2021

ATTITUDES AND BEHAVIOURS TOWARDS GADGET
PROTECTION

» Policyholders want reassurance above all else

* Younger generations are more likely to take online reviews
intfo account
Figure 26: Attitudes and behaviours towards gadget
protection

* Almost half of policyholders look for the cheapest cover
Figure 27: Selected behaviour towards gadget protection, by
fype of gadget cover, 2021

CLAIMS EXPERIENCE

« Accidental damage is the main reason for making a claim
Figure 28: Claims made in the last two years, 2021
* Majority of claims were paid

Figure 29: Outcome of gadget insurance claim, 2021

PURCHASE DRIVERS OF GADGET INSURANCE

= Athird could be encouraged to take out a bundled cover
» Flexible policies are more likely to appeal to younger
generations
Figure 30: Purchase drivers of gadget insurance, 2021
- A combination of simplicity, flexibility and price incentives
can increase engagement
Figure 31: TURF analysis — consumers and gadget insurance,
November 2021

PURCHASE BARRIERS

» Cost is the main barrier...
- ..followed by a perceived lack of value
Figure 32: Gadget insurance barriers, 2021
< Simplifying gadget insurance could help improve trust

Figure 33: Purchase drivers of gadget insurance, by barriers,
2021
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APPENDIX - DATA SOURCES, ABBREVIATIONS AND
SUPPORTING INFORMATION

« Abbreviations

* Consumer research methodology

APPENDIX: FORECAST METHODOLOGY

* Market forecast and prediction intervals

Figure 34: Market forecast for gadget insurance policy sales,

2021-26
* Market drivers and assumptions

* Forecast methodology
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