Jubilee Centre, Phone +44 20 8453 7552

i cco Exeter Road, Fax + 44 20 8453 7583
Flna rd London, NW2 3UF, www.finaccord.com
info@finaccordcom United Kingdom.

Table of Contents




CREDITOR METRICS: CONSUMER APPROACHES TO PAYMENT PROTECTION INSURANCE IN THE UK

TABLE OF CONTENTS

0.0 EXECUTIVE SUNMMARY ......coiomiiimramsassssssssssssssssssssssssssssssssssssssssssasssssssssssssss sassssassssasssssssssasssss 2
Few borrowers lacking ins. that protects their credit payments appear amenable to buying it........... 2
Life insurance is more popular than payment protection ins. for protecting mortgage payments ......2
Cover for temporary incapacity is most frequent for non-mortgage loans and credit cards................ 3
... albeit the overall cross-selling rate for unemployment cover is best for mortgage-related pols. ...3
For ins. protecting mortgages, alternative distribution channels challenge the original lenders......... 3
Remote distribution interfaces have made the most headway for ins. protecting card payments......4
Only a small prop. of non-mortgage borrowers and cardholders buy insurance retrospectively........ 4

Dissatisfaction is most apparent among customers holding insurance protecting card payments....4

1.0 INTRODUGCTION ......coiiieiieiecessssesssssesssssssssssasssss s e sss s sas s sas s s s sas s sss s sas s sas s s s assas sassssbsnsmsnsnsaes 7
T3 T oo o 7
European CONSUMEN reSEAICh .........ccuoiiiiismiimisiiss s s smn s 7
(07T (0Tl 1 X3 [ T o= B 7
MODbile teIEPRONE INSUIAINCE..........cc.eeeeeeeeeeeeee ettt ettt es e ae s e e se st e s eeneaseasaanseneaseennanens 7
TTAVEI INSUFBIICE ...ttt s ettt es st ettt ea et st s et en st ena e enenn s 8
European market, partnership and bancassurance research...........ccccoversrerssssssessesssssessessssnes 8
ReSEarch rationale..........ociiiinsccssssss s n s a s e 9
Mainstream bancassurance markets are comparatively well documented... .......cccccoeeveverecvseeene 9
... whereas creditor INSUraNCe iS NOL............oiiiiieee e 9
Creditor insurance: a poorly understood “third” bancassurance market?............ccoceoeeeeecececececnnn, 9
The Creditor Metrics series offers vital benchmarking data for lending insts. and underwriters.......10
Research methodology ... ——————— 10
The research embraces a total of 1,340 respondents in the UK. 10
Research strengths and WeaKNESSES .........ccccvererrrnsmrsmssmssmssssssssssssssssssssssssssssssssssssssssssssssasssssnsases 12
A mixed Internet and telephone research methodology produces balanced results... .................... 12
... that offer a representative picture of consumers with at least one lending product...................... 12
2.0 SURVEY ANALYSIS ..o s sssssssmsssms s smssssss s sassssass s sasas sasss sessssassssassnsasansas sasssssasans 21
0T T LT o o 21
1 0T e = T =T 22
% of respondents holding @ MOMGAJE ...........coueueiueerireeseereee sttt 22
% of respondents with insurance that protects their mortgage payments.........c....cooceeeveeeveecenncn. 23
Attitudes towards insurance protecting mortgages of respondents without cover ...............ccecuu..... 24
Types of insurance used by respondents to protect mortgage payments............cccooeevoeeeeoereeeenenne. 25
Risks covered by insurance used by respondents to protect mortgage payments...........c..cc.cceu..... 28
Insurance used to protect mortgage payments - distribution channels................c..ccooeeoevcevveesenennen. 30
Insurance used to protect mortgage payments - distribution interfaces..............ccoeeeoeeeoeseeeeeenenne. 32
Insurance used to protect mortgage payments - point in time obtained................cccoecerevveeruenennen. 33
Attitudes towards insurance protecting mortgages of respondents with coOver............c.cecevoeeeeennn. 35
Personal loans / consumer credit (including car finance / 1€asing) ..........cocvvnsesssssnsesessssnnenns 36
% of respondents holding a personal loan, consumer credit or car finance contract........................ 36
% of respondents with insurance that protects their non-mortgage loan payments.......................... 37
Attitudes towards insurance protecting loans of respondents without cover ...............ccccueveivevuveuenn. 38
Types of insurance used by respondents to protect non-mortgage loan payments..............c........... 39

© FINACCORD (08/2006) n



CREDITOR METRICS: CONSUMER APPROACHES TO PAYMENT PROTECTION INSURANCE IN THE UK

Risks covered by insurance used by respondents to protect loan payments............c..cccccueeervvennnne. 42
Insurance used to protect non-mortgage loan payments - distribution channels..............c............. 43
Insurance used to protect non-mortgage loan payments - distribution interfaces.............c.c.cc......... 44
Insurance used to protect non-mortgage loan payments - point in time obtained............................. 45
Attitudes towards insurance protecting loans of respondents without cover ..............coouecevveeeeeennn. 46
L0 =T [ o= T o 47
% of respondents holding @ Credit Card...............oo ittt 47
% of respondents with insurance that protects their credit card payments............c.ccccooveeeoeeeevrencn. 48
Attitudes towards insurance protecting credit cards of respondents without cover ................c......... 49
Types of insurance used by respondents to protect credit card payments............ccccoeeoeecereeeneenenne. 50
Risks covered by insurance used by respondents to protect credit card payments.......................... 53
Insurance used to protect credit card payments - paid for and free poliCies.............cccvveeveerueenn.n. 54
Insurance used to protect credit card payments - distribution channels ..............c..ccocoooevoevveesenenee. 56
Insurance used to protect credit card payments - distribution interfaces................ccceevvevveesesnnnn. 57
Insurance used to protect credit card payments - point in time obtained..................cccceevevveervsinen. 59
Attitudes towards insurance protecting credit card of respondents without cover....................c........ 61

© FINACCORD (08/2006) m



CREDITOR METRICS: CONSUMER APPROACHES TO PAYMENT PROTECTION INSURANCE IN THE UK

GRAPHICS / TABLES

Sample breakdown by age group, household income band and geographical location

% of respondents in the UK holding a mortgage, 2006

% of respondents in the UK holding insurance that protects their mortgage payments, 2006

% split of attitudes towards insurance that protects mortgage payments of resps. in the UK without cover, 2006
Types of insurance used by respondents in the UK to protect mortgage payments, 2006 (1)

Types of insurance used by respondents in the UK to protect mortgage payments, 2006 (2)

Risks covered by insurance used by respondents in the UK to protect mortgage payments, 2006

Distribution channels used by resps. in the UK to obtain insurance used to protect mortgage payments, 2006
Distribution interfaces used by resps. in the UK to obtain insurance used to protect mortgage payments, 2006
Point in ime chosen by respondents in the UK to obtain insurance used to protect morigage payments, 2006

% split of attitudes towards insurance that protects mortgage payments of resps. in the UK with cover, 2006

% of respondents in the UK holding a personal loan or consumer credit contract (inc. car finance / leasing), 2006
% of respondents in the UK holding insurance that protects their personal loan / cons. credit payments, 2006

% split of atts. towards ins. that protects pers. loan / cons. credit payments of resps. in the UK without cover, 2006

Types of insurance used by respondents in the UK to protect personal loan / consumer credit payments, 2006 (1)
Types of insurance used by respondents in the UK to protect personal loan / consumer credit payments, 2006 (2)

Risks covered by insurance used by respondents in the UK to protect pers. loan / cons. credit payments, 2006
Dist. channels used by resps. in the UK to obtain ins. used to protect pers. loan / cons. credit payments, 2006
Dist. interfaces used by resps. in the UK o obtain ins. used to protect pers. loan / cons. credit payments, 2006
Point in ime chosen by resps. in the UK to obtain ins. used to protect pers. loan / cons. credit payments, 2006
% split of atts. towards ins. that protects pers. loan / cons. credit payments of resps. in the UK with cover, 2006
% of respondents in the UK holding a credit card, 2006

% of respondents in the UK holding insurance that protects their credit card payments, 2006

% split of attitudes towards insurance that protects credit card payments of resps. in the UK without cover, 2006
Types of insurance used by respondents in the UK to protect credit card payments, 2006 (1)

Types of insurance used by respondents in the UK to protect credit card payments, 2006 (2)

Risks covered by insurance used by respondents in the UK to protect credit card payments, 2006

Seg. of ins. used by respondents in the UK to protect credit card pays. between paid for and free policies, 2006
Distribution channels used by resps. in the UK to obtain insurance used to protect credit card payments, 2006
Distribution interfaces used by resps. in the UK to obtain insurance used to protect credit card payments, 2006
Point in ime chosen by respondents in the UK to obtain insurance used to protect credit card payments, 2006
% split of attitudes towards insurance that protects credit card payments of resps. in the UK with cover, 2006

© FINACCORD (08/2006) v

24

RBEFRSB



