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This report looks at the following areas:

* Market size and performance for the general insurance market.

- Regulatory and legislative changes in the market.

» Recent brand activity, including launch activity, competitive strategies and
advertising.

» Ownership and channels to purchase general insurance products.

 Policy management, both for straightforward changes and for claims.

- Attfitudes fowards general insurance, including purchasing.

Investment in digital services is important for future-proofing the markef,
however, providers should make sure that this does not come at the expense of
fraditional services, such as telephone helplines. 45% of insurance policyholders
prefer to speak to someone on the phone when making a claim. While this
sentiment is higher among older generations, 34% of 18-24 also hold this
preference.

Insurance is an essential purchase for the maijority and whilst the cost of living
crisis will impact the market in value terms, the number of overall policyholders
should remain resilient. However, inflationary pressure will raise insurance prices
and insurers will need to ensure they support customers through this challenging
period.

The squeeze on household finances presents a challenging environment for the
market in 2023. Whilst some consumers are able to absorb higher insurance
costs, many will look for ways to reduce the amount they spend on insurance.
There has always been a trade-off between price and level of cover in the
market, however, the current economic climate means that price will become
an even more important factor at renewal for most consumers.

There remain opportunities for insurers to improve engagement and bolster
brand loyalty in the market. Regulatory changes have brought pricing volatility
to the market, however; by focusing on improving consumer outcomes,
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“The general insurance
market faces a challenging
2023 as inflation continues to
grip the UK economy. While
the essential nature of
insurance means that cover
cancellation is likely a last
resort, consumers will look for
ways to lower their cost of
insurance or seek additional
value from their policy.”

- Natasha Hayes, Senior
Financial Services Analyst,
January 2023
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providers can enhance not only the insurance purchasing journey but also the
customer experience throughout the policy term, through flexible terms or extra
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« Communication preferences depend on nature of
interaction
Figure 9: Policy management preferences, 2022

* Gen Z and Millennials are most likely to use apps to
manage policies

« Consumers try to balance price with level of cover at
renewal
Figure 10: Important factors when renewing an insurance
policy, 2022

« Consumers are willing to buy insurance from tech firms
Figure TI: Attitudes towards purchasing general insurance
products, 2022

* Hassle of switching offers opportunities to promote
retention

« Consumers need reasons to engage with insurers

Figure 12: Attitudes towards general insurance, 2022

ISSUES AND INSIGHTS

» Despite price rises, insurance remains an essential purchase

» Shopping around is an engrained consumer behaviour

» Opportunity for insurance apps to boost engagement

MARKET SIZE AND PERFORMANCE

« Despite economic decline, the general insurance market
will be resilient
Figure 13: Category outlook, 2023-27

« Domestic general insurance estimated to have grown in
2022
Figure 14: Gross written premiums for general insurance
(personal lines), 2016-22

* Learnings from the last income squeeze

MARKET SEGMENTATION

* Motor insurance dominates the domestic general insurance

market...
Figure 15: Market segmentation for general insurance

(personal lines), by gross written premium, 2016-21

* Quarterly sales data shows more motor customers renewing

in 2022
Figure 16: Motor premium tracker — Number of policies sold,
by type of customer, 2022

* Nearly 80% of property insurance sales are renewed

policies
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Figure 17: Domestic property premium tracker — Number of
policies sold, by type of customer, 2022

= Other lines of insurance have experienced growth, but
below the rate of inflation

- Demand for health insurance boosted by NHS backlog

* Premiums continue to rise for pet insurance

CHANNELS TO MARKET

« Direct channels dominate distribution
Figure 18: Channels to market for general insurance (personal
lines), by gross written premiums, 2021

* Price comparison sites also play an important role
Figure 19: Financial services products researched using a
price comparison site, 2022

MARKET DRIVERS

» Inflation is the key concern for consumers and brands...

e ...and arise in energy prices leads to fall in financial
wellbeing...
Figure 20: Household financial wellbeing index, 2016-22

¢ ...and confidence
Figure 21: Household financial confidence index, 2016-22

» Insurance markets are rocked by claims inflation
Figure 22: Total value of claims incurred for general insurance
(personal lines), 2016-22

* Market factors will also impact specific insurance markets

* NHS waiting list boosts interest in health insurance

e The conflict in Ukraine puts pressure on the automotive
industry

« Property transactions down 3% in October 2022

* Growth in pet ownership plateaued in 2022

REGULATORY AND LEGISLATIVE CHANGES

* GIPP rules came into effect at the start of 2022
* FCA introduces new consumer duty rules

= Final policy statement on Solvency Il reforms published

COMPETITIVE STRATEGIES

« Aviva invests to help with crisis support

* Providers offer tiered cover to increase options for
customers

* L&G partners with RedSTART to provide financial education

* LV= Gl partners with Bristol University
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LAUNCH ACTIVITY AND INNOVATION

Amazon opens new insurance store

Lemonade enters UK market in partnership with Aviva
Insurtech Urban Jungle moves into car insurance space
Revolut launches pet insurance product

BGL and Covea launch Millennial motor product

Aviva launches Aviva Zero for the environmentally
conscious...

...as well as its lowest cost car insurance product

ADVERTISING AND MARKETING ACTIVITY

Advertising spend returns to pre-pandemic levels

Figure 23: Total above-the line, online display and direct mail
advertising expenditure on general insurance, 2017/18-2021/
22

Above-the-line spend is dominated by car insurance

Figure 24: Above-the line, online display and direct mail
advertising expenditure on general insurance, by insurance
category, 2021/22

Direct Line launches Marvel TV campaign

Figure 25: Total above-the line, online display and direct mail
advertising expenditure on general insurance, by advertiser,
2017/18-2021/22

Price comparison sites focus on general insurance
advertising

Nielsen Ad Intel coverage

GENERAL INSURANCE PRODUCT OWNERSHIP

Nine of out ten have some kind of insurance

Figure 26: Insurance product ownership, 2021-22

One in four owns three types of insurance

Figure 27: Insurance product ownership — Repertoire analysis,
2022

Flexible policies could boost insurance uptake among lower
earners

Figure 28: Insurance product ownership — Repertoire analysis,
by household income, 2022

CHANNELS TO PURCHASE INSURANCE

Pricing regulation is yet to dent confidence in PCWs

Figure 29: Method of arranging last general insurance policy,
2022

Under-35s are turning to insurance apps...

...but telephone options should not be overlooked
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* Market competitiveness means consumers use multiple
insurers
Figure 30: Use of single or multiple insurance providers, 2022
« Over-55s most likely to take out cover with different
providers
Figure 31: Use of single or multiple insurance providers, by
age, 2022

INSURANCE POLICY MANAGEMENT

« Communication preferences depend on nature of
interaction
Figure 32: Policy management preferences, 2022

* Gen Z and Millennials are most likely to use apps to
manage policies
Figure 33: Preference tfowards apps for making
straightforward changes to an insurance policy, by
generation, 2022

* Claims process must focus on customer service

PRIORITIES AT RENEWAL

» Consumers try to balance price with level of cover at
renewal
Figure 34: Important factors when renewing an insurance
policy, 2022

* Retention will be a challenge in the current economic
environment

» Sustainability credentials are important for a minority

ATTITUDES TOWARDS GENERAL INSURANCE

» Consumers are willing to buy insurance from tech firms
Figure 35: attitudes towards purchasing general insurance
products, 2022

* Hassle of switching offers opportunities to promote
retention
Figure 36: Attitudes towards switching insurance provider at
renewal, by age, 2022

* Consumers need reasons to engage with insurers
Figure 37: Atftitudes towards general insurance, 2022

* Male Gen Zs are most likely to reduce insurance spend due
to cost of living
Figure 38: Consumers and general insurance — CHAID - Tree
output, 2022
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APPENDIX - DATA SOURCES, ABBREVIATIONS AND
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» Abbreviations What's included
* Consumer research methodology Executive Summary

« CHAID analysis methodology

Figure 39: Consumers and general insurance — CHAID - Full Report PDF
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