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Retail premium finance, general 
insurance and the FCA  

Where the rubber hits the road
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Payment upfront vs Premium Finance
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No, people who are not able to pay
upfront shouldn't be penalised

Yes, people that can pay upfront
should be charged less

Yes, don't mind paying more to
better manage monthly costs

Is this fair?

Total < £20k £20,001 - £40,000 £40k +

“I think it would be unfair to those who 
can't afford to pay the lump sum as this 
would generally mean that they are 
poorer than those who can, so making 
them pay more in the long run would be 
really unfair.”

- Female, 25-34, North West
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Fairness of additional charges
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Less than 7.5% 7.5% - 17.5% 17.5% - 37.5% 37.5% - 57.5% 57.5% - 77.5% More than 77.5%

Maximum additional charge to be fair

Total

“…..I accept that instalments 
should cost more, but never 
more than 10% to cover the 
extra administration and all of 
the interest”

- Male, 65+, Wales
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How much do insurers 
charge consumers to pay 
monthly? (October 2020)

• 9 out of 10 insurers are applying an average 
cost of credit between 7.5% and 17.5% to 
consumers wanting to spread their payments 
across the term of the policy. 

• The average cost of credit across the whole 
market is 13%, or £157.

• The most common costs charged by insurers 
to pay by instalments are in the region of 12.5-
15% with a quarter (25%) of providers having 
an average in this range.

• The average charges per brand ranges from 
four to 26% of the annual premium.

• The maximum cost of credit seen across all 
quotes was 61%.
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Average % increase to pay by instalments (Frequency of brands)

% of providers

Count

Lowest brand avg. 
= 4.2%

(M&S Premier)

Market avg.
=13.3%

Highest brand 
avg. = 25.9%

(U Drive Cover)

Average increase in cost to pay monthly (Cost of credit): Average difference calculated between total instalment cost and annual premium per brand per PCW collected for the 
same risks. Calculated using October 2020 data, 3,600 risks, collected from 3 PCWs. Based on brands providing both Annual and Instalment quotes for 100+ risks: 146 brands.

89% of insurers have an average cost of credit 
between 7.5 and 17.5% of the annual premium
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Likelihood of managing payment plans today (by income) 
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Deposit: £250 / £50 pm Deposit: £75 / £72 pm

Considering your current financial position, if you needed to buy this 
policy today, which of the following would you have to opt for?

Total £20k or less £20,001 - £40,000 £40k+

“I don't think paying a lower deposit up 
front should increase your overall policy 
payment, you are getting the same cover, 
and ultimately how many people will 
actually claim on their insurance to account 
for this extra £67 per person

- Male, 25-34, Yorkshire & The Humber

“Because whether you pay a low 
deposit or high deposit you are still 
purchasing the same policy”

- Female, 45-54, Wales
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