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The FCA market study on insurance pricing, announced last week, builds on previous work 
carried out by the regulator on fairness and value for money in general insurance sales. 

Issues already tackled include add-ons, gap insurance and renewals but this study is 

looking specifically at the premiums charged by insurers and the way they are decided. 
The CMA is also investigating a “super-complaint” put forward by Citizens Advice in 

September concerning the so-called “loyalty penalty” on some insurance customers who 
renew without shopping around. It remains to be seen whether the Guiding Principles and 

Action Points developed by the ABI/BIBA to avoid excessive differences between new 

customer premiums and renewals will be sufficient to meet the widespread concerns about 
insurance pricing.  
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FCA launches general insurance market study on pricing – FCA 31 October 2018 

The FCA has previously expressed concern that general insurance pricing practices have the potential 
to cause harm to consumers, particularly those who are vulnerable. A new market study, announced 

this week, is to give the FCA a deeper understanding of the scale of any harm to consumers from 
general insurance pricing practices. The terms of reference for the market study have been published 

alongside a report which sets out the key findings of a thematic review on the pricing practices of 

(18) home insurance firms; and a discussion paper on fair pricing in financial services markets.  
 

Under the terms of reference, the study will cover motor and home insurance providers, including 
some intermediaries, focusing on the following key issues: 

• the consumer outcomes from pricing practices 
• the fairness of outcomes from pricing practices 

• the impact of pricing practices on competition 

• remedies to address any harm that the FCA finds 
 

The thematic review has raised the following issues relating to firms’ current pricing practices: 
- Firms failing to have appropriate and effective strategies, governance, control and 

oversight of their pricing practices and activities, such that they are unable to reliably assess 

and evidence whether they are treating their customers fairly. 
- Differential pricing leading to some identifiable groups of consumers paying significantly 

higher prices for a policy than other identifiable groups of consumers with similar risk and 
cost to serve characteristics (such developing, marketing, administering and paying claims). 
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- The risk of discriminating against consumers through using rating factors in pricing based 

directly or indirectly on data (including third party data) relating to or derived from 

protected characteristics, including potentially sensitive data. 
 

The discussion paper sets out the FCA’s approach to considering fairness of pricing in general. The 
FCA wants to hear views from stakeholders to inform the judgment of when pricing is unfair in financial 

services markets. These views will also inform the market study. 

 
In the meantime, Andrew Bailey, FCA Chief Executive, is writing to the CEOs of insurance firms 

involved in pricing activities to set out the expectations of them and their firms. 
 

The FCA’s goal is to ensure that retail general insurance markets deliver competitive and fair prices for 
consumers. Firms will be expected to tackle evidence of harm where found and to take immediate steps 

where necessary to address the issues identified.  
FCA papers:  
Market study terms of reference: https://www.fca.org.uk/publications/market-studies/ms18-1-
general-insurance-pricing-practices-market-study 
Thematic report on pricing practices in Household Insurance: 
https://www.fca.org.uk/publication/thematic-reviews/tr18-4.pdf 
Discussion paper “Fair Pricing in Financial Services”: https://www.fca.org.uk/publications/discussion-
papers/dp18-9-fair-pricing-financial-services 
Dear CEO letter: https://www.fca.org.uk/publication/correspondence/dear-ceo-letter-fca-
expectations-general-insurance-firms-undertaking-pricing-activities.pdf 
Price discrimination in financial services research paper: 
https://www.fca.org.uk/publication/research/price_discrimination_in_financial_services.pdf 
 

Ongoing Brexit preparations - FCA 30 October 2018 
In a Speech at the Association of Professional Compliance Consultants (APCC) Autumn Conference 

Sarah Rapson, Director of Authorisations at the FCA provided an update on the regulator’s approach to 
authorisation and Brexit preparations. She confirmed that the FCA is preparing for all Brexit scenarios, 

including the possibility of ‘no-deal’ and consulting on a temporary permission regime to mitigate cliff-

edge risks faced by EEA firms passporting into the UK. However, she said that there are currently no 
plans for reciprocal temporary permission arrangements from the EU and firms that are conducting 

business in the EEA should continue to prepare for a range of scenarios and discuss any arrangements 
and the implications of a transition period with the relevant EU regulators. 

 

Meanwhile, The FCA has published two consultation papers setting out its proposals in the event the 
UK leaves the European Union on 29 March 2019 without an implementation period. The two 

consultation papers focus on: 
 amendments to the FCA Handbook and Binding Technical Standards (detailed EU rules which 

the FCA will have responsibility for after exit) resulting from leaving the EU, and the FCA’s 

approach after Brexit to EU non-legislative material; and 
 the Temporary Permissions Regime, which will allow EEA firms and funds passporting into the 

UK to continue operating here for a limited period after Brexit while seeking full UK 

authorisation. 

The FCA says it is working to ensure as smooth a transition as possible. The aim is, as far as possible, 
to ensure continuity and certainty, so that the same rules and laws will apply after exit day as they did 

the day before. The consultations are open until 7 December 2018. 
FCA speech: https://www.fca.org.uk/news/speeches/update-our-approach-authorisation-and-our-
brexit-preparations 
FCA consultation papers: https://www.fca.org.uk/publication/consultation/cp18-28.pdf 
https://www.fca.org.uk/publication/consultation/cp18-29.pdf 
 
Complaints increase in first half of the year - FCA 29 October 2018 

The FCA has published the complaints figures for regulated firms for the first half of 2018. Complaints 
continued to increase for the fourth successive half year, reaching a new record level of 4.13 million 

complaints made to 3,161 firms. This was a 10% increase compared with the previous 6-month period. 

98% of the complaints were made to 235 firms. PPI continued to be the most complained about 

https://www.fca.org.uk/publications/market-studies/ms18-1-general-insurance-pricing-practices-market-study
https://www.fca.org.uk/publications/market-studies/ms18-1-general-insurance-pricing-practices-market-study
https://www.fca.org.uk/publication/thematic-reviews/tr18-4.pdf
https://www.fca.org.uk/publications/discussion-papers/dp18-9-fair-pricing-financial-services
https://www.fca.org.uk/publications/discussion-papers/dp18-9-fair-pricing-financial-services
https://www.fca.org.uk/publication/correspondence/dear-ceo-letter-fca-expectations-general-insurance-firms-undertaking-pricing-activities.pdf
https://www.fca.org.uk/publication/correspondence/dear-ceo-letter-fca-expectations-general-insurance-firms-undertaking-pricing-activities.pdf
https://www.fca.org.uk/publication/research/price_discrimination_in_financial_services.pdf
https://www.fca.org.uk/news/speeches/update-our-approach-authorisation-and-our-brexit-preparations
https://www.fca.org.uk/news/speeches/update-our-approach-authorisation-and-our-brexit-preparations
https://www.fca.org.uk/publication/consultation/cp18-28.pdf
https://www.fca.org.uk/publication/consultation/cp18-29.pdf
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product, accounting for 42% of all complaints. The next most complained about products are current 

accounts (15%), credit cards (8%) and motor and transport insurance (6%). Excluding PPI, complaints 

increased by 9% (193,360) from the previous 6-months. There have been several high-profile cases of 
disruption to retail banking services in the first half of the year which have contributed to the increase 

in complaints to certain firms.  
FCA Firm specific complaints data H1 2018: https://www.fca.org.uk/publication/data/firm-level-
complaints-data-2018-h1.xlsx 
 
No change to IPT - BIBA 29th October 2018 

In its 2018 Manifesto BIBA highlighted the unfairness of IPT calling it a tax on protection and has 
campaigned for it to be frozen in its lobbying, media work and social media campaigns. BIBA’s CEO, 

Steve White, commented on the October 2018 Budget, which left the rates of Insurance Premium Tax 
unaltered: 

“We welcome Philip Hammond’s decision not to change the current rate already at a significant 12 

pence in the pound of every premium paid. However in a way this amounts to a pyrrhic victory and we 
will not stop campaigning for Government to freeze, if not reduce, this rate of tax on insurance for the 

remainder of this parliament. We continue to highlight to the highest level of Government the dire 
consequences of a tax that potentially reduces access to insurance.”   

 

General insurance value measures update - FCA 18 October 2018 
In March 2018 the FCA published a second set of data in its general insurance value measures pilot. A 

third set of value measures data is now being collected covering claims frequency; claims acceptance 
rates; and average claims payout. The information is intended to provide consumer groups, firms and 

market commentators with additional indicators of value for a range of insurance products and provide 

incentives to firms to improve the value of the services they offer to consumers.  
 

The FCA considers that its “value measures” work has had a positive impact, helping to improve market 
transparency around a wider range of value metrics other than price.  Some firms are thought to be 

using the data at a senior level to assess the value of their products and to make improvements. 
 

The third set of data, due for publication early next year, will help the FCA to monitor how the market 

is changing and its response to the published data. The regulator also plans to consult on rules requiring 
the regular reporting of general insurance value measures data by firms. This will extend the scope of 

value measures across a wider range of general insurance products and to all relevant general insurance 
firms.  

FCA link to value measure data already published: https://www.fca.org.uk/data/general-insurance-
value-measures-data-comparison-2016-17 
   

FCA confirms greater access for SMEs to the ombudsman and proposes to increase award 
limit – FCA 16 October 2018  

The FCA has confirmed plans to extend access to the Financial Ombudsman Service to more small and 
medium-sized enterprises. The changes will mean that SMEs with an annual turnover below £6.5mand 

fewer than 50 employees or an annual balance sheet below £5m, will now be able to refer unresolved 

complaints to the ombudsman service. SMEs must only meet the turnover test and one of either the 
headcount or balance sheet total tests, not all 3 tests as previously proposed. The FCA made this 

change in response to feedback that applying all 3 tests would unfairly exclude certain types of SME, 
for example those with relatively low turnover but 50 or more employees. Around 210,000 additional 

UK SMEs will be eligible to complain to the ombudsman service.   

 
The FCA has published near-final rules, so that the FOS can start taking practical steps towards putting 

the extension of its remit in place, including starting recruitment of additional staff with the skills and 
experience required. The FCA intends to publish final rules later this year, following its normal scrutiny 

of the ombudsman service’s draft business plan and budget. The final rules on the SME extension are 

expected to come into force on 1 April 2019. 
 

Together with the near-final rules, the FCA has published a consultation on raising the maximum 
amount of compensation the ombudsman service can require financial services firms to pay out from 

£150,000 to £350,000. 

https://www.fca.org.uk/publication/data/firm-level-complaints-data-2018-h1.xlsx
https://www.fca.org.uk/publication/data/firm-level-complaints-data-2018-h1.xlsx
https://www.fca.org.uk/data/general-insurance-value-measures-data-comparison-2016-17
https://www.fca.org.uk/data/general-insurance-value-measures-data-comparison-2016-17
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FCA papers: 
PS18/21: SME access to the Financial Ombudsman Service - near-final rules: 
https://www.fca.org.uk/publications/policy-statements/ps18-21-sme-access-financial-ombudsman-
service-near-final-rules 
CP18/31: Increasing the award limit for the Financial Ombudsman Service: 
https://www.fca.org.uk/publication/consultation/cp18-31.pdf 
 

Impact of credit broking remuneration models at the point of sale – FCA 27 September 
2018 

The FCA made a commitment in its 2017 Business Plan to look at whether payments such as commission 
between lenders and credit brokers drive poor outcomes for consumers. its review did not find evidence 

that these payments are generally resulting in significant harm to consumers but said that this doesn’t 
mean harm is not occurring for reasons unrelated to commission. The FCA will continue to monitor 

credit broking activity as part of its ongoing supervisory strategy and address harm in individual firms. 

The report includes case studies and examples of good and poor practice from interviews conducted 
with consumers and credit broking firms, and from data on commission arrangements gathered from 

firms. It did not cover motor finance brokers, as they are subject to a separate review. 
FCA Thematic Review: https://www.fca.org.uk/publication/thematic-reviews/tr18-2.pdf 
 

Bupa fined for systemic data protection failures - ICO 28 September 2018 
Bupa Insurance Services Limited (Bupa) has been fined £175,000 by the Information Commissioner’s 

Office (ICO) for failing to have effective security measures in place to protect customers’ personal 
information. Between 6 January and 11 March 2017, a Bupa employee was able to extract the personal 

information of 547,000 Bupa Global customers and offer it for sale on the dark web. 

 
ICO Director of Investigations, Steve Eckersley, said: “Bupa failed to recognise that people’s personal 

data was at risk and failed to take reasonable steps to secure it. Our investigation found material 
inadequacies in the way Bupa safeguarded personal data. The inadequacies were systemic and appear 

to have gone unchecked for a long time. On top of that, the ICO’s investigation found no satisfactory 
explanation for them.” 

 

Bupa and the ICO received 198 complaints about the incident. The rogue employee was dismissed and 
Sussex Police issued a warrant for his arrest. Due to the timing of this case, it was dealt with under the 

provisions and maximum penalties of the Data Protection Act 1998, and not the General Data Protection 
Regulation and 2018 Act which replaced it in May this year. 

 

 

https://www.fca.org.uk/publications/policy-statements/ps18-21-sme-access-financial-ombudsman-service-near-final-rules
https://www.fca.org.uk/publications/policy-statements/ps18-21-sme-access-financial-ombudsman-service-near-final-rules
https://www.fca.org.uk/publication/consultation/cp18-31.pdf
https://www.fca.org.uk/publication/thematic-reviews/tr18-2.pdf

