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dynamics of the UK housing market?

September 2019

a M 0 b PF

Why the rental market?

Is there a typical renter?

What are renters’ concerns and needs?
An opportunity for the protection industry?

Where next for the protection industry?

Institute
and Faculty
of Actuaries

B
BN

0.
LR

21 November 2019

2



Institute
and Faculty
of Actuaries

%8S
e

SN T 20
LERTTA RS

Why the rental market?

21 November 2019



Why look at the rental market?

Renters are a growing
customer segment

-2.0‘7

=
2.8 million
households

An increase of nearly 61% in 10 years

4.5 million

households

25% of homes will be privately
rented by 2021

Source: UK government and Knight Frank research

Growth drivers

\/ Supply of rental property

\/ Standards of rental property

\/ Flexibility

\/ Obligations of home ownership

\/ House price increases
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Breakdown of privately rented households, by age
group

8%
El Ko

16-24 25-34 35-44 45-54 55-64 65-74 75 and over Institute
and Faculty
ONS, 2019 of Actuaries
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How long have you been renting for, in total?
(years)

18-34 35-54 55+ )
Institute
and Faculty
Hymans Robertson survey results, 2019 of Actuaries
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No one single type of renter

Three potential protection customer segments:

O O O O
S %
I

Home-buyer Young family

In waiting

)

Former
homeowners
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lliness is high on the list of concerns

How likely are the following scenarios to happen to you?

22 %
20 %
17 % 18 %

Contents stolen  Landlords end Landlord Made redundant Il and unable to nstitute
lease without increases rent work and Faculty
sufficient warning of Actuaries
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How will renters manage in event of illness?

If you found yourself unable to work due to ill health, which of the
following would you be likely to do to cover the cost of accommodation?
Please select all that apply.

| don’t know

Move in with relatives or friends

Move to cheaper rented accommodation
Rely on my partner's income

Rely on state benefits

Use my savings to pay rent

RS, :
0% 5% 10% 15% 20% 25% 300/%@%T9n:§t;atgulty

Source: Cover magazine and Hymans Robertson research S of Actuaries
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How will renters manage in event of illness?

If you found yourself unable to work due to ill health, which of the

following would you be likely to do to cover the cost of accommodation?
Please select all that apply. Londoners spend as much as
65% of their income on rent

| don’t know Nearly half of respondents

have less than £2,000 in
savings —only 2 months’
worth of average rent!

B |
Move in with relatives or friends B 00
B

Move to cheaper rented accommodation

Rely on my partner's income

B
Rely on state benefits G
Use my savings to pay rent | N | 330

0% 5% 10% 15% 20% 25% Tanlfglit;atgulty

of Actuaries

Source: Cover magazine and Hymans Robertson research
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How will renters manage in event of illness?

If you found yourself unable to work due to ill health, which of the
following would you be likely to do to cover the cost of accommodation?

Please select all that apply. A single claimant over 25
can expect approximately

| don’t know £320 a month

Move in with relatives or friends To meet average rent of

£940 this would mean a
shortfall of c.£620

Rely on my partner's income

B |
- —

Move to cheaper rented accommodation B ]
S

Rely on state benefits | | 29

Use my savings to pay rent
%%§ nstitute
0% 5% 10% 15% 20% 25% 30°/ﬁ@$fgnd Faculty

Source: Hymans Robertson research 2 | of Actuaries
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How will renters manage in event of illness?

If you found yourself unable to work due to ill health, which of the
following would you be likely to do to cover the cost of accommodation?
Please select all that apply.

Idon'tknow
o _ _ Renters have
Move in with relatives or friends B 00 . .
low financial
Move to cheaper rented accommodation B ] resilience

Rely on my partner's income

Rely on state benefits

Use my savings to pay rent

RS, :
0% 5% 10% 15% 20% 25% 300/@@$f§5§t¥&ny

Source: Hymans Robertson research 2 | of Actuaries
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Rental market presents a significant opportunity
_|_

VAN S

£30bn

annual rental protection gap |

U over £400m
premium income opportunity

|
?132}5 Institute
’J@ \ | and Faculty
Hymans Robertson survey results, 2019 S | of Actuaries
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How could products evolve?

Flexibility in cover term -
allow protection to be
taken out for 2 years

Complementary covers —
combine multiple covers
to protect a range of risks

O

4

‘ \

Flexibility in cover amount —
allow for changes in cover
without additional underwriting

Pricing — survey
respondents willing to pay
£14-17 a month for cover

e,
XS4

S 8
LERTA TR
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Which, if any, of the following would make you more likely to purchase
this type of insurance product? Please select all that apply.

If it made the rent If there was If it meant | was If family/friends
cheaper professional more likely to get had talked about
financial advice the property the product
available about the Institute
product and Faculty

of Actuaries
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Renters use different ways to find a home

How did you find your current rental property?

33% letting agent

T% 23% property websites

L1l =]
23% family and friends -
2@§ Institute
%@& and Faculty
Hymans Robertson survey results, 2019 220 | of Actuaries
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Were you informed of products that would How useful was this
cover the cost of rent if you became ill? information?

2%

. |
B

m Not useful = Useful

Of those that were
not made aware,
81% said they
would have found it
useful

Yes mNo Can't remember Institute

and Facullty
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Renters want to be engaged before signing a lease

“Once | have found the

“I would_n’t we_mt to property | want but before “Once I've had a month to
IECEIVE t_h'S singing the lease” settle in to the property”
information”

i

/’—\\ //’~\\
- D3 2> DI 0% MDY I
L T “l don’t know”

“When | start )
looking for _ Once | have
properties” signed the lease”

At what stage of renting would you prefer to receive information about insurance
products that would cover the cost of rent if you became ill?
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Letting agents and banks have a role to play

Which of the following would you trust to provide advice about
this type of insurance product?

36% 29%

Someone who is independent My bank
of my letting agent

27% 23%
X
z»{iig Institute
Online specialist Friends and family ﬁ@& and Faculty
Hymans Robertson survey results, 2019 websites 220 | of Actuaries
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Where are we now?
Recent developments in the industry

L&G launched Rental Protection Plan

HSBC launched Select And Cover — a subscription based product

Aviva launched adviser support material

Building Resilient Household Group lobbying for change on
Universal Credit
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How can we engage would-be home owners?

‘1[4?)9 @'
Home-buyer
in waiting
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Start over )

n

CREATE A PLAN TO BUY

Institute
and Faculty
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Start over )
FIRST, WE'LL NEED A ROUGH

ESTIMATE OF THE PROPERTY
YOU'RE SAVING FOR.

ENTER MANUALLY

N

SEARCH

Institute

Continue and Faculty
Created by Hymans Robertson, 2019 of Actuaries
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Start over )

LET'S CALCULATE YOUR
SAVINGS GOAL.

Property value

o £200,000

Deposit

Have you started to save?

YOUR SAVINGS GOAL

® £20,000
Institute
Created by Hymans Robertson, 2019 of Actuaries
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Created by Hymans Robertson, 2019

21 November 2019

Start over D)

LET'S CALCULATE YOUR
SAVINGS GOAL.

Property value

[ £200,000

Deposit

Have you started to save?

Yes No

How much have you saved?

YOUR SAVINGS GOAL

= £16,000
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Start over )

* £20,000

FIND OUT HOW TO TAKE IT
FROM HERE...

Calculate by

| want to buy in

YOU'LL NEED TO SAVE

= £380
PER MONTH
Institute

and Faculty
Created by Hymans Robertson, 2019 of Actuaries
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Start over )

CLICK TO SEE HOW EACH RISK
COULD AFFECT YOUR PLAN

<= ILLNEsS

B UNEMPLOYMENT v

Institute
What are my options? and Faculty
Created by Hymans Robertson, 2019 of Actuaries

21 November 2019 31




Start over )

CLICK TO SEE HOW EACH RISK
COULD AFFECT YOUR PLAN

<= ILNESS

Taking an extra 10 months to meet
your savings goal

Increasing your monthly savings
from £380/month to £475/month
to stay on track.

B UNEMPLOYMENT

Institute
Created by Hymans Robertson, 2019 of Actuaries

21 November 2019 32




Final thoughts

1.

Renters are a forgotten but increasingly significant
customer segment

No single type of renter. Three segments: Home-
buyer in waiting, young family, former homeowners

Renters are concerned about illness, but have low
financial resilience

Rental market presents a significant opportunity for
protection industry

Opportunities to evolve products and distribution

Protecting
generation rent

h
dynamics of the UK housing market?

https://mwww.hymans.co.uk/insights/research-

and-publications/publication/protecting-

generation-rent/
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https://www.hymans.co.uk/insights/research-and-publications/publication/protecting-generation-rent/

Questions

The views expressed in this presentation are those of invited contributors and not necessarily those of the IFOA. The IFoA do not endorse any of the views
stated, nor any claims or representations made in this presentation and accept no responsibility or liability to any person for loss or damage suffered as a
consequence of their placing reliance upon any view, claim or representation made in this presentation.

The information and expressions of opinion contained in this publication are not intended to be a comprehensive study, nor to provide actuarial advice or advice
of any nature and should not be treated as a substitute for specific advice concerning individual situations. On no account may any part of this presentation be
reproduced without the written permission of the IFOA and Hymans Robertson.
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