Motor Insurance – Necessary and even more expensive
Article written by Kevin Letcher, Renasa Direct Manager at Renasa Insurance Company Limited.

Purchasing motor insurance has become a complicated affair. So many different options are made available to the consumer with “add-on’s” to sweeten the deal; from free roadside assistance and free car hire to medical expense cover and the like.
In the past so many of these products offered little in the way of benefit to the insured because of the limitations imposed on cover by policy conditions.  Also, consumers often do not read insurance contracts prior to taking out cover and only address key issues such as excesses and drivers named in the contract after the contract was concluded and a claim arises.   The insured is then left feeling aggrieved because of the impact of policy conditions which the insured did not understand at inception of the policy.
Hopefully, these circumstances should be a thing of the past with strict legislation, namely FAIS and more recently the NCA (National Credit Act), protecting consumers.  Consumers are now able to make insurers accountable for any misrepresentation on their part prior to the contract being concluded. Insurers and the insured’s advisors are now bound by law to divulge all information pertaining to the contract which must at all times be recorded in writing -  what was offered , alternatives , premiums, excesses and the likes.
Notwithstanding an improvement in consumer protection, however, insurance generally is still regarded as a “grudge” purchase.  No finance house will grant a loan without such insurance in place.   Although this protects both the consumer and the financier, the “grudge” element can’t be denied.
Moreover, rising fuel costs; rising repair costs and the ever-rising cost of spare parts; escalating accidents; and theft / hi-jacking all combine to drive up premium rates.   The recently and widely publicised poor performance of motor insurance, with insurers incurring sustained and rising losses, only adds fuel to the fire with motor premiums set to rise still further.
To complicate matters further, insurers are finding it difficult to stem the wave of motor losses occurring this year which is in stark contrast to last year where insurers were recording healthy underwriting profits from motor business.
Where does that leave the consumer? Keeping in mind that the development of our road infrastructure is not keeping pace with the growth of the vehicle population, the disregard on the part of most drivers and the production of more powerful vehicles, motoring and its insurance is becoming an increasingly costly venture indeed.  To boot, some insurers won’t insure certain vehicles or risks, or apply penal rates for example:
· Some vehicles are accepted only if a tracking device is fitted.

· Imported vehicles - as the parts are not freely available and the cost of importing them is high - are penalised by rate.

· Younger drivers driving powerful motor vehicles are avoided as the risk is far greater than in the case of a more experienced driver who is mature and better able to deal with the power.

· Drivers under the age of 25 are penalised regardless of the vehicle they drive.
We heard of a recent example where an insured purchased an Audi RS4 for his 23 year old son.  No insurer would underwrite the risk, however, with gentle persuasion the insured’s business insurer accepted the risk subject to stringent conditions and high excesses.
So, with motor insurance being a necessity and established trends driving up the frequency and severity of claims, to cope with the deteriorating market, higher premiums, higher excesses and most notably the declinature of certain risks should become more common and maybe, with a stretch of luck, we could see an improvement in performance by year-end.  Notwithstanding any possible improvement, it is not likely that insurers will reduce their premiums or risk control measures in light of the increasing severity and frequency trend.  If anything, they should rise. 
