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The UK insurance industry is an important
contributor to the economy, a major employer
and a significant source of overseas earnings. It
is the largest in Europe and the third largest in
the world. Providing a wide range of services,
from car and house insurance, to pensions, life
cover and savings, the insurance industry helps
individuals and businesses to manage their risks
and recover from losses.

This booklet gives some key facts about UK
insurance and its contribution both to the
economy and society. Unless otherwise
specified, figures relate to 2008 (the latest
available at the time of printing).



Insurance in the economy

The UK insurance industry:

. isthe largest in Europe and the third largest in the world,
accounting for 11% of total worldwide premium income

Breakdown of worldwide premium income by country, 2008’
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. employs 313,000 people.? This is almost a third of all financial
services jobs, and twice as many as are employed in both motor
vehicle manufacturing and in the combined electricity, gas and
water supply sectors

. isresponsible for investments of £1.5 trillion, equivalent to 21%
of the UK’s total net worth?

Source: Swiss Re. Sigma No 3/2008. Note that Switzerland and Ireland are not the next largest

countries by premium income, but are included because, together with the Netherlands, they have
more favourable tax regimes than the UK and as a result are attracting business away from the UK

Source: ONS, Economic and Labour Market Review, December 2008

Source: ONS, The Blue Book, 2009 edition



controlled 13.4% of investments in the London stock market in
2008.* This compares to 12.8% held by company pension funds,
3.5% by banks, 1.8% by unit trusts, and 10.0% by other financial
institutions

is a major contributor to the UK's tax take. In the 2008/09 tax
year ABI members contributed £8.2 billion in taxes, equivalent to
1.6% of total Government tax receipts. Of this, £1.8 billion was
Corporation Tax and £1.2 billion was Insurance Premium Tax®

is a major exporter. One-fifth of its net premium income comes
from overseas business. Premium income from overseas is £54
billion, of which £38 billion is long-term business and £16 billion
is general business

Insurance and its customers

In 2008, the UK insurance industry paid out:

£239 million per day in pension and life insurance benefits. This
includes:

- £219 million to pensioners and long term savers
- £20 million in death and disability benefits
£57 million per day in general insurance claims. This includes:

- £18.4 million in private motor car claims - more than one in
six private car drivers make a claim each year

- £9.0 million to householders for property damage or the
loss of possessions - one in ten householders make a claim
each year

Source: ONS, Share Ownership Survey 2008
Source: ABI Research Paper No. 20, 2010 - Total Tax Contribution conducted by PwC for the ABI
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- £4.3 million to businesses on property damage

- £7.5 million in liability claims, such as for accidents at work,
professional liability, and injuries to the public on
commercial premises

Most people buy some kind of insurance. The chart below shows the
percentage of households with different types of insurance products,
and the average annual expenditure on insurance products by those

households.®

Households buying products and the price they pay each year’
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Source: National Statistics © Crown Copyright 2008. The Expenditure and Food Survey is Crown
Copyright. Figures relate to 2007, the latest available.

This does not include insurance provided by employers (eg medical cover).
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The UK insurance market

972 companies are authorised by the FSA to carry out insurance
business in the UK. Of these:

« 735 carry out general business only (such as motor, household,
health and commercial insurance)

« 193 carry out long-term business only (such as life insurance and
pensions)

« 44 carry out both general and long-term business

The ABI represents around 90% of insurance companies operating in
the UK. Many companies are owned by larger insurance or financial
services groups. The top 10 general insurance groups account for
70% of the business written, while the top 10 life and pensions
insurance groups account for 80% of the business written.

Premiums and claims

General Insurance Business

In 2008, total net premiums (written premium less reinsurance
premiums paid by the insurer) amounted to £33.8 billion. This
breaks down as follows:

. Motor: £10.7 billion

« Property: £8.8 billion

+ Accident & Health (Personal Accident and Private Medical
Insurance): £4.6 billion



« General Liability: £3.8 billion
« Miscellaneous & Pecuniary Loss (e.g. Payment Protection, Legal
Expenses, other financial loss): £3.7 billion

« Marine, Aviation & Transport (MAT) and Reinsurance: £2.1 billion

Total premium by type of insurance, 1998-2008, nominal values
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Between 1998 and 2008, claims paid have increased by 41%, from
£15.6 billion in 1998 to £22.0 billion in 2008.

In 2008, claims broke down as follows:

« Motor: £8.7 billion

« Property: £4.8 billion

« Accident & Health: £3.2 billion
« General Liability: £2.7 billion

« Miscellaneous & Pecuniary Loss: £1.5 billion



Marine, Aviation & Transport (MAT) and Reinsurance:

£1.1 billion

Claims

by insurance type, and underwriting result, 1998-2008,

nominal values
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The insurance model relies on claims being predictable. Major events

such as

the floods of summer 2007 cause variability in claims and

underwriting results.



Long-Term Insurance Business

Premiums for life and pensions business were £131 billion for ABI
members in 2008, a 29% decrease over 2007. Life premiums
decreased by 27% and pension premiums by 30%.

Total premium by type of insurance, 1998-2008, nominal values
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Payments to policyholders in 2008 amounted to £181 billion, a 6%
increase on 2007. This includes:

« Around £87 billion - or £239 million per day - paid out in
benefits to pensioners and long-term savers, or in death and
disability benefits

« Around £93 billion of transfers of pension funds to other insurers
or pension fund managers






