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The importance of credit in
helping personal, SME and
corporate customers to continue
to afford insurance despite
major economic disruption
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We have been monitoring the views and ’
experiences of personal as well as SME and
corporate customers on buying insurance an

lan Hughes, CEO of Consumer Intelligence says:
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major changes with the introc

“Overlay this with the cost of living
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The study confirms widespread use of credit by both consumers, SMEs,
and corporates to pay for insurance as the tables below demonstrate.

Percentage of adults using credit to pay Overall percentage of SMEs by insurance using
their insurance monthly credit to pay for their cover
®42% @42% ®44% @39%
42% 0 0 0
Car insurance Home insurance Vehicle insurance Property insurance
% @24% ®29% @28%
® 30% 0 0 0
Life insurance Pet insurance Public and Product liability Employer liability insurance
®1/% ®@13% ®17% ®16%
1/% 0 0 0
Health insurance Travel insurance Business interruption insurance Cyber insurance
% @6% ®14% @11%
® 11% 0 0 0
Critical illness cover Specialist insurance Other financial lines Key man insurance
(boat, horse etc)
%
® 9%

Directors and officers insurance
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Our latest research shows two out of
(66%) consumers and nearly six out
SMEs are using some form of credit"
one or more of their insurance policies

The role of premium finance in supporting insurance customers is growing,
concern is that some individuals, SMEs, and corporates are relying on general and
potentially expensive forms of credit. Premium finance is ideally placed to achieve strong
growth, but the market needs to do more to explain how it can help support customers.

Some of the key findings are:

® One in three (34%) consumers who use
some form of credit to pay for one or
more insurance policy borrowed more
than they had in the previous 12 months
for this purpose

¢ That is higher than the one in four who said
they had borrowed more in the previous
12 months when Premium Credit last
carried out the research in October 2021

e Among companies using credit to pay
for their insurance, 21% say they have
taken on more credit over the past year
but 24% say they have borrowed less
while 37% are borrowing the same
amount. That compares to October
last year when 20% had taken on more
credit while 30% had borrowed less and
32% had borrowed the same

e Among consumers who use credit to buy
insurance 27% said they borrowed more
because of rising insurance premiums
while 23% borrowed more because their
income has fallen and 6% because they
lost their jobs

Among those businesses using more
credit, 43% said it is because of the
ongoing impact of the COVID-19 crisis
while 29% blamed rising premiums and
28% pointed to a drop in income.

That compares to 50% in October who
blamed the pandemic impact and 31%
rising premiums. Last year 73% blamed
COVID-19 and 36% rising premiums

¢ Around one in twelve SMEs (8%) who use
credit to pay for their insurance have seen
their premiums rise dramatically in the
past year while 47% report slight increases.
Around 14% say they have increased thei
claims excess and 14% have reduced their
level of insurance cover

had to
being able
e cancelled
cancelled

* Some personal customers ha
cancel polices as a result of
to afford cover—around 3%
buildings insurance and 3%
contents cover. That is sligh etter than
the October figures which s % cancellin
buildings cover and 3% contents cover
and an improvement over this Te last \

year when 5% had cancelled or amended |\ Y
buildings insurance and 7% had cancelled
or amended contents insurance )

* Around 43% of personal customers say W)
they are taking more time to compare ! 4
prices and the quality of cover since the ey g TR . )
pandemic started 4. P \

e Nearly one in four (23%) adults say they /
are now more accepting of buying insurance ?
on credit than they were a year ago and 2
the main reason for the change in their
views is that they believe they have become
financially astute

5% rise in total net
premium finance in
year. The big growth_
nercial insurance where
re up 7.7% year on year

e Our own data shows
advances of insur
2021 from the pre
has come from cc
total net advanc
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Some consumers are taking risks
with credit and insurance

What action has your company taken in the past two
years as a result of rising insurance premiums?

(Number of customers who use credit to help pay for their premiums who have done this)

Our index shows that many people are feeling the financial pain of
continuing to afford their insurance. Some 7% of those who use credit to
pay for premiums have taken on more work to help do this, while 3%/have
sold their car. The table below shows-the actions consumers have taken.

What have you done-in the past
12 months as a result of'not being
able to afford your insurance?

(Number of customers who use credit to help pay
for their premiums who have done this)

& &

/% 3% 3%

Taken on more than Sold my car

A 52 O
2% 2% 2%

Had a pet put down Cancelled or amended Driven without
because | couldn’t afford buildings insurance insurance
veterinary treatment

Among SMEs who borrow to fund insurance, a fifth have made cuts to the
business in response to rising premiums while 15% have cut back on
investing and 14% have reduced the level of cover or increased excesses

Dap:

Cancelled or amended
one job home contents cover

&b
vy 20%

Made cuts to the
business to reduce costs

I+ =
o 14%

- \‘ Increased our
_ \ excess

\ : Around one in twelve (8%)
g personal customers who use
= credit to pay for insurance
have not beén able to make
claims in th?ﬁst five years
either becadse they had no
cover or had inadequate
' cover. Nearly half (47%) of
B_ them lost out on claims
: worth £1,000 or more.

Among SMEs aroun"d_ onein
eight (12%) have not been
able to make claims in the
past five years either
because they had no cover
or had inadequate cover.
Around three-quarters (75%)
of them-lost out on claims
worth £1,000 or more with
34% missing out on claims
worth £3,000 or more.

o=

15%

Cut back on investing
in the business

&

11%

Reduced salary bills/

pay rises

Y
14%

Reduced the level
of cover we have

O

8%

Closed down part
of our operations

Owen Thomas, Chief Sales Officer at Premium
Credit commented:

o

Credit plays a vital role in ensuring
that businesses continue to have
the right type and level of
insurance that they need across
their operations. The 100% offer
of a finance option by brokers —
especially because of the
continuing impact of the COVID-19
pandemic on businesses up and
down the country - has never
been more critical. )
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Personal customers and SMEs are

making more use of credit

More than one in three (34%) personal
customers who use some form of credit
to pay for one or more insurance policy
borrowed more than they had in the
previous 12 months for this purpose.
That is an increase on the one in four
who said they had borrowed more in
the previous 12 months when Premium
Credit’s Insurance Index last reported in
October 2021. However, the data shows
the number of people using some form
of credit to pay for one or more insurance
policy dropped slightly from 69% to 66%
over the same period.

Our study found SMEs are borrowing on
average around £1,105. Nearly one in ten
(9%) SMEs who use credit to pay for their
insurance, claim to have borrowed over
£3,000. More than one in five (21%) of
those companies using credit to pay for
their insurance say they have taken on
more credit over the past year. However,
24% say they have borrowed less while
37% are borrowing the same amount.

Around two out of five SMEs (37%) expect
revenue to increase over the next 12
months with 15% predicting increases of
10% or more. Just 26% believe revenues
will fall overthe next 12 months while 18%
expect them to stay the same and'?&ieo

ot know what will happen over the next
12 months. '

However late payment of invoices is a
growing issue - nearly one in four (24%)
SME owners and managers say delays in
payment of invoices have got worse in

the past year with 5% saying it has become
much worse. Just 3% of SMEs say issues
with late payment have improved in the
past year while 55% say there has been

no change.

The main reason for increasing borrowing
among personal customers is rising
insurance premiums with 27% saying they
borrowed more because of that. Around
23% said they borrowed more because
credit is cheaper while 23% boosted
borrowing because their income has fallen
and 6% because they lost their jobs.

Among the SMEs using more credit, 43%
said it is because of the ongoing impact of
the COVID-19 crisis followed by 30% who
said it was because their firm had taken on
more credit for other reasons and did not
have the cash to pay for insurance.

Around 29% blamed rising premiums and
28% pointed to a drop in income. Research
from October last year found 50% blamed
the pandemic impact and 31% rising

premiums. Figures from April 2021 showed
?"/ﬂaid the pandemic drove borrowing

and 36% said premium rises did.

How are they borrowing?

Our index shows 35% of personal customers who borrow to pay for insurance

are relying on credit cards while 41% of SMEs rely on credit cards.

The table below shows how personal customers and SMEs are borrowing.

41%
35%

23% 23%

Finance offered
by the insurer

Credit cards

@ Personal
o SME/Corporate

7% 7%

22%
12%
9% 10%
Personal Borrowing Premium
loan from friends finance
and family

High interest Pawnbroker

loan
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Views are changing on credit and
shopping around for insurance

For this year’s index we looked at attitudes to buying

insurance on credit and found major changes. , ;
) 8 Adam Morghem, Premium Credit’s Strategy,

Marketing & Communications Director said:

o

The COVID-19 crisis has
accelerated innovation and
the use of technology across
many industries and that is
being reflected in the
insurance market with
customers spending more
time assessing the most
competitive prices and the
best quality of cover. A trend
that is set to continue during
the increasingly tough global
economic conditions. )

Nearly one in four personal customers say they are now
more accepting of buying insurance on credit than they
were a year ago and the main reason is that they believe
they have become financially astute.

Four out of ten (41%) of those who have become more
accepting say they have become financially savvier as they
have had more time on their hands while 28% say they have
changed their views because of more credit being available.

Around one in five (22%) say they have changed their views

because they are financially better off than they were a year
ago while 19% believe interest rates will stay lo r longer

making buying on credit a good idea.

There’s a big change going on in how people are ing
insurance too - 43% of insurance custom y they are
taking more time to compare prices and ality of cover
since the pandemic started with.increased innovation and
competition in the industry the main reason for their
increased interest.

More than one in four (26%) who are spending more time
shopping around say they’ve switched to using digital
platforms during the crisis and hz:?e saveo ey as a result
of comparing prices. 36% say they are spe ore time
shopping around because they have had e as 3
result of lockdowns and restrictions.
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The tables below show the top five
counties and top five sectors for
lending in 2020 and 2021.

Strong lending growth
across the UK

County

® 2020 % Lancashire West Yorkshire

© ©
- @ Variance

Essex

West Midlands @

Industry London

Analysis of our Insurance Premium lending data
shows strong growth in 2021 compared with the
previous two years despite the impact of the
pandemic and the cost of living squeeze.

Total net advances were 5% higher in 2021
compared with 2020 and 11% higher than in

2019 with commercial net advances performing
particularly strong and net policy count increasing.

This points to growing interest from firms and
individuals in the benefits of premium finance in
the past year. However, we believe that more
growth is possible as the penetration of all lending
to SMEs and corporates, as well as individuals,

is comparatively small. 7% 7% 7% 7%

6% 6%

4% 4%
% 1%
0% -1% 0%

Construction Professional Manufacturing Land Wholesale and
and Scientific Transport Retail Trade

Too many people and businesses
are relying on credit cards and
other potentially expensive and
inefficient ways of funding
insurance premiums.

Across the country, London was
where we lent the most, with the
capital accounting for 10% of total
lending — an increase on the 9% it
accounted for in 2020. Lancashire
was the second strongest region for
us, accounting for 7% of all lending
compared with 7% the previous - ;
year. The top five counties N J e
remained the same as in 2020. A Y

Adam Morghem, Premium Credit’s Strategy, Marketing & Communications Director said:

More customers are becoming confident about using credit to

The construction industry was the | — g ._ buy insurance but at the same time getting credit and credit
strongest for lending accounting : . . . . -

for 9% of all lending in 2021 which cards in particular is becoming more difficult.

was slightly higher than in 2020. z . . ) . .

We saw strong growth in lending Our own lending figures show that Premium finance is

to the professional and scientific playing an increasingly important role in helping businesses
sector which moved from fourth .

biggest in 2020 to second in 2021. - | and consumers to manage cashflow and continue to afford
It accounted for 7% of lending ] | ’, important insurance policies at a time when households and

compared with 5% previously.
The miscellaneous category was
ranked fifth in 2020.

businesses face increasing financial pressure. )
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Steve White, Chief Executive Officer, British
Insurance Brokers’ Association (BIBA) comments:

]

With world class capabilities,
the British insurance broking
community is extremely well
placed to service the nation’s
insurance needs. Premium
finance has an increasingly
important role to play in
providing customers access to
the cover they need, when
they need it and at the right
price, whilst also giving
brokers significant opportunity
to grow their businesses. As
BIBA’s only accredited
premium finance provider, we
know our members are being
well served in offering
Premium Credit’s award-
winning flexible payments to
customers.

-

al custome :
0 pay for ins 10t been able to make,
_gLaﬁ?s in the pasi becauseﬂ'rey-had
cover or had inadeq :
(1 %) have not been
five years either be
““""inadequate cover. .
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About Premium Credit Limited

Premium Credit is a leading provider of insurance premium finance
and a range of annually charged services, including tax, regulatory
and accountancy fees, sports season tickets, memberships and
school fees in the UK and Ireland. Each year, we lend more than
£3.8 billion to over two million customers through a network of
almost three thousand partners and process almost 24 million
direct debits. We are multi award winning and the only premium
finance provider accredited by BIBA and Brokers Ireland.

For more information, please visit: www.premiumcredit.com

Sources

¢ Independent consumer research conducted by Consumer Intelligence among a nationally
representative sample of 1,026 aged 18-plus between March 11th and 13th 2022

¢ Independent research conducted by Consumer Intelligence online among 745 SME owners and
managers between March 11th and 16th 2022

¢ Independent consumer research conducted by Consumer Intelligence online among a nationally
representative sample of 1,017 adults aged 18-plus between October 1st and 4th 2021

¢ Independent research conducted by Consumer Intelligence online among 737 SME owners and
managers between October 1st and 5th 2021

¢ Independent research conducted by Consumer Intelligence online among a national
representative sample of 1,014 adults aged 18-plus between March 26th and 29th 2021

¢ Independent research conducted by Consumer Intelligence online among a nationally
representative sample of 1,085 adults aged 18-plus on August 20th, 2020

¢ Independent research conducted by Consumer Intelligence online among a nationally
representative sample of 1,085 adults aged 18-plus between March 12th and 13th 2020

¢ Independent research conducted by Consumer Intelligence online among 291 SME owners and
managers between April 1st and 3rd 2021

e Analysis of Premium Credit’s own data for 2019 and 2020

¢ Independent research conducted by Consumer Intelligence online among 156 SME owners and
managers between August 20th and September 3rd, 2020

Premium Credit Limited
Ermyn House, Ermyn Way, Leatherhead, KT22 8UX
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