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Input requested 
Members are invited to flag any concerns they may have over the findings by EIOPA’s Consumer Trends Report (CTR) (Langlois@insuranceeurope.eu & Mihaylova@insuranceeurope.eu) by Friday, 1 March, cob.

Summary
Members will find in annex an overview of the EIOPA Consumer Trends Report, published on 23 January (FLASH-24-193).

Key points to flag include:
Continued value for money issues, with a risk that EIOPA’s conclusions are used in the Retail Investment Strategy (RIS) and benchmarking discussions. 
Inflation’s significant impact on insurance and pension consumers, particularly vulnerable ones.
Risks of discriminatory practices affecting certain types of consumers (ie, female consumers and minorities) in relation to exclusions/product design and pricing practices.
Persisting issues related to poor value of ancillary products, high commissions and aggressive sales techniques in digital sales.
Increased digitalisation in insurance and pension sectors.
Rising consumer interest in sustainable products, coupled with the growing risk of greenwashing.


Next steps
The work towards the next CTR is expected to commence in the summer, with EIOPA providing a questionnaire survey to relevant stakeholders, including national supervisory authorities, consumer representatives, broker representatives and insurers. 
It is not yet known what will be the focus areas in the next CTR. 














Annex – EIOPA Consumer Trends Report 2023

· Green: positive developments for the insurance sector
· Orange: topics that deserve a close follow-up because of their potential developments 
· Red: negative developments for the insurance sector
Executive Summary
High inflation and rising interest rates are negatively impacting the real returns of insurance and pension products in the EU. This situation, along with the cost-of-living crisis, is leading consumers to make financially harmful decisions, potentially resulting in underinsurance.
A gender gap and unfair treatment of minority groups in access to insurance and pensions in the EU persists, with some consumers being less financially confident and feeling unfairly treated due to non-dominant traits.
There are concerns about the value for money in some insurance products, especially unit-linked and hybrid ones. High complexity, costs, and poor performance are key issues, with a significant number of consumers dissatisfied with the value offered by these products; however, most consumers feel their products offer good value for money.
The insurance sector is experiencing increased digital distribution, offering some benefits like improved customer experience and efficiency. However, this also brings risks such as inadequate regulatory disclosure and aggressive sales tactics (ie, “dark patterns”).
Despite improvements in transparency and financial literacy, many EU consumers are concerned about their retirement finances. Transparency and clear information are crucial for informed decision-making in pension schemes.
Ongoing issues like mis-selling in insurance and pension products, the impact of natural disasters on coverage gaps, and concerns with cross-selling practices have been identified. 
There is also a rise in consumer awareness of sustainable insurance and pension products.

Insurance and Pension Trends
Impact of Inflation on Insurance and Pension Products: 
High inflation and rising interest rates have led to lower or negative real investment returns for insurance and pensions (fig 1), less disposable income to be allocated to these investments, reduction in life insurance gross written premiums (GWP) of 9% as per Solvency II data and the number of insurance contracts (fig 4). 
On the other hand, some providers have begun offering products with guaranteed returns above 0%, with IBIPs and pension products expected to outperform inflation once it reaches the target rate of the European Central Bank.
Consumer confidence in retirement security has decreased (fig 3), amounting to 42%.
Inflation prompted some consumers to suspend contributions, surrender or cancel insurance or pension products; although Solvency II data of 2022 does not yet show a substantial increase in surrender ratio for life insurance products.
Many of the NCAs that have not carried out supervisory activities related to inflation are planning to do so.

Secretariat’s remarks:
· The inflation's impact on Europe's life insurance and pension sectors has been largely neutral. 
· The third Pan European Pension Survey from 2023 shows that while 6% of consumers dropped their pension plans due to high costs, 19% reduced and 17% postponed their savings. Interestingly, 7% of the respondents increased their contributions and a significant 45 % reported no impact, demonstrating the diverse ways individuals are navigating inflation's challenges in the pension landscape.



Impact of Inflation on Non-Life Insurance Consumers:
78% out of 24 responding National Competent Authorities (NCAs) reported evidence of increased insurance premiums and increased deductibles (fig 7).
11% of EU consumers feel underinsured due to rising costs (fig 8).

Secretariat’s remarks:
· The July 2023 survey feedback from our members highlighted a general rise in insurance claims, influenced by factors like climate change and price increases, affecting non-life insurance premiums and coverage variably across Member States and business lines. This trend notably impacts the cost of repairing and compensating for insured goods due to higher prices for materials and labour.

Diversity, Equity and Inclusion (DE&I):
57% of consumers feel that they are treated fairly when purchasing insurance or pensions, while 23% of them believe they are not.
A gender gap exists in access to insurance and pensions, with female consumers having lower access and confidence compared to male consumers (fig 10).
Consumers identifying as minorities, while being more covered in accident and health insurance, investment/savings product from an insurer and payment protection insurance, have overall lower access to insurance and pension products (fig 11).
48% of EU consumers believe that insurance policies contain many exclusions which target their specific situations, often resulting from discriminatory practices in product designs and distribution.
The rate of younger consumers and those from minority groups halting regular contributions to their IBIPs and other insurance products due to the cost-of-living crisis is twice the EU average.

Secretariat’s remarks:
· The gender pension gap and lower pension coverage for vulnerable groups are mainly due to labour market inequalities, such as cultural norms, part-time work in lower-paying sectors, and lower financial literacy among women, rather than being solely the insurance industry's responsibility. Addressing these issues calls for policy interventions like promoting financial literacy, inclusive labour markets, shared caregiving responsibilities, and recognising unpaid labour through potential adjustments in pension systems.
· The insurance industry supports interventions that acknowledge unpaid labour and aims to bridge the gender pension gap, suggesting solutions like pension care credits and equitable pension redistribution for caregivers. However, it emphasises the importance of maintaining risk-based underwriting while advocating for collaborative efforts with the public sector to tackle these societal challenges effectively.
· Concerns about the vague definition of vulnerable consumers and inadequate service for individuals with past medical conditions, highlighted by EIOPA’s findings, suggest a need for broader consumer protections and discussions on extending the right to be forgotten (RTBF) to more diseases, indicating a push for more inclusive insurance practices and policy adjustments.



Insurance Trends 
Value for Money:
Most consumers feel that their products offer value for money. 
For IBIPs, the percentage of consumers who believe their products do not offer them value for money is the highest for IBIPs (27%), while 66% of consumers believe their IBIP(s) provide them with good value for money. 
Unit-linked products are of high concern, with an increase in their commission rates and a significant drop in returns, leading to a rise (+69%) in related complaints. However, EIOPA admits that IBIPs-related complaints are negligible.
EIOPA observed continued concerns with the quality of advice and possible conflicts of interests in the sale of IBIPs and in particular in the sale of unit-linked products. 
60% of EU consumers find it difficult to get unbiased insurance advice (which is a decrease from the 64% observed in 2022, but it is not clear if the sample and questions remain the same), and only 29% see transparency in commissions and fees. However, consumers’ trust is not significantly higher in countries with a ban on inducements.
In 2024, EIOPA intends to provide NCAs with value for money benchmarks based on its methodology from December 2023.
NCAs are focusing on value for money in their follow-up bancassurance thematic review.

Secretariat’s remarks:
Despite consumers finding value in their products, EIOPA's reports often highlight negative aspects, using selective cases to make EU-wide conclusions, and questionably asserting that products do not deliver value without detailed justification in their reports. This approach overlooks qualitative benefits of insurance products like financial guarantees and sustainability features, and critiques costs and complexities of IBIPs that are actually integral to consumer protection.
EIOPA's narrow focus on the cost and performance of IBIPs fails to acknowledge the comprehensive benefits and protections offered to consumers, urging a more nuanced interpretation of Solvency II data that differentiates between types of commissions and the actual value provided by insurance products.

Digital Distribution:
Digital distribution in the insurance sector is increasing, leading to faster consumer experience, informed decision-making and lower consumer prices. At the same time, EIOPA notes that consumers prefer face-to-face advice when buying more sophisticated products such as IBIPs or household insurance with various options, while for less sophisticated products like travel insurance they prefer faster processes.
25% of EU consumers have purchased insurance online (fig 19). 
Digital distribution poses risks such as poor accessibility of regulatory disclosures (22% of NCAs), dark patterns (9% of NCAs), aggressive marketing techniques (26% of NCAs), finfluencers, data privacy concerns (17% of NCAs), etc.
Differential pricing has been observed by 4 NCAs, especially in digital sales of commoditised products eg motor and household insurance, leading to varied premium offers and concerns about fairness in pricing.
Multiple NCAs are planning supervisory activities related to digital distribution, including off-site inspections and thematic reviews.
10 NCAs will investigate differential pricing practices.

Secretariat’s remarks:
It is positive that EIOPA adopts an overall balanced approach on the use of digital distribution, recognising that consumers might prefer a hybrid approach. 

Development and Recurring Trends
Access to Insurance and Pensions:
While 25% of EU consumers lack any type of savings products, 21% own an investment/savings product from an insurer. 
Only 9% of consumers do not own any non-life insurance, a majority holds motor insurance (60%) and household insurance (65%).
There has been an increase in the ownership of occupational pension schemes (23%), health insurance (6%) and travel insurance (5%).
Only 38% of EU consumers trust pension funds, less than insurers (45%) and banks distributing insurance (44%).

Secretariat’s remarks:
A 2023 survey by Insurance Europe indicates a significant interest in retirement savings among Europeans, with 39% not saving but 58% of these interested, particularly if more information were available, underscoring the need for enhanced financial literacy and advice. 
Discussions around increasing retirement savings include considering auto-enrolment, with an emphasis on tailoring to national contexts, and improving the clarity and relevance of information provided to consumers, moving away from less valued benefit projections.

Transparency and Awareness: 
14 out of 20 NCAs observed a general improvement in pension disclosures with clearer information, largely due to digitalisation.
Complaints related to transparency and costs and charges have decreased.
Rise in consumers' pension knowledge (50% of NCAs) and interest in private pension products.
EIOPA will continue to monitor pension disclosures and transparency.

Sustainability Claims: 
Awareness of sustainable products and features (32%), as well their availability, has increased. 
51% of consumers are sceptical of sustainability claims and 44% find sustainability-related documentation complex.
There is an increase in misleading sustainability claims, heightening the risk of greenwashing and eroding consumer trust.
EIOPA will continue to monitor and mitigate misleading sustainability claims.
EIOPA will publish its final report on greenwashing in June 2024.

Advice Process: 
Complaints related to insurance advice and distribution decreased. 
Mis-selling issues persist, including a lack of demands and needs test, poor consumer information, conflicts of interest, and insufficient advisor training.

NatCat Protection Gap:
NatCat protection gap persists, with issues in clarity of terms and conditions, exclusions, and slower claims handling. 
While the number of total claims increased by 87%, the number of EU consumers fully or partially covered slightly increased.
EIOPA published a dashboard on insurance protection gap for natural catastrophes.
EIOPA published a consultation on Staff paper on measures to address demand-side aspects of the NatCat protection gap. 
EIOPA will continue to monitor the NatCat protection gap.

Secretariat's remarks:
· The reported 87% surge in total claims necessitates verification, highlighting the need for EIOPA to tailor approaches to the EU's diverse natcat risk landscapes and to concurrently address both demand and supply in closing the protection gap, emphasizing the critical role of climate adaptation and mitigation for sustainable natcat insurance.

Cross Selling: 
Cross selling practices, (in credit and payment protection insurance, as well as for ancillary insurance products) continue to be problematic, with high commission rates (eg above 20% in 14 member states for certain “life insurance line of business”) and low value being key concerns.
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