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ADAPTING TO A NEW 
PERSONAL RISK LANDSCAPE  

Attie Blaauw
Head of Personal Lines 
Underwriting

Driving to work every day can be a risky business. 
Accidents are common, stones hit windshields, and the 

threat of vehicle theft is ever present. Staying at home is, 
however, not risk free either; the more you use the things in 
your house, the greater the chance of them breaking – but 
that is what insurance is for.

It should come as no surprise then that the pandemic-
induced shift to working from home has had a material 
impact on the shape of the personal insurance landscape. In 
addition to the amplification of risk, eight in 10 consumers 
surveyed said the pandemic had a negative effect on their 
finances, making the affordability of cover a concern. 
However, the survey found that when cutting back on 
expenditure, mainly luxury items were relinquished, with 
general insurance remaining a priority to cover their valuable 
assets.

This finding was synonymous with our experience. At Santam, 
we saw very few cancellations in personal insurance despite 
consumers being under financial pressure. We put this down 
to a combination of consumers’ perception of their biggest 

risks and insurance being low down on the list of expenses 
to cut; the delaying of renewal increases; offering premium 
relief and refunds to our clients to keep them insured; and 
less movement across the industry due to significantly fewer 
requests for quotes during the pandemic.

The overall volume of Personal Lines insurance claims was 
down by 6% year-on-year (YOY) in 2020.  

While there was a notable rise in building and household 
content claims (the second and third largest claim categories 
respectively), they were offset by a significant decline in 
motor vehicle claims, which normally accounts for the lion’s 
share of personal insurance claims. 

2020
2019

6%
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With vehicles parked at home more often, the volume of 
motor claims for accidents, glass (windscreen), and theft 
declined by 18% YOY in 2020. On the positive side, curfews 
reduced the number of accidents due to drunk driving, 
among others. However, the reduction in claims volume was 
somewhat negated by a hike in the average value per claim.

The severity of vehicle accident damage increased due to 
more people speeding because there are less vehicles to 
contend with on the road. Additionally, the cost of repairs 
increased due to the constrained supply of parts resulting 
from the pandemic.

Our motor vehicle claims data for 
Q1 2021, relative to the same period in 
2019, is indicative of an irrevocably changed 
landscape. Despite the easing of lockdown 
restrictions, the volume of motor vehicle 
claims is still down 13%.

This suggests that many people are still working from home 
and may continue to do so even after South Africans have 
received their vaccine and the COVID-19 threat is no longer 
pervasive. 

This trend towards sustained low levels of traffic density is 
reflected in the research findings; 82% of Personal Lines 
intermediaries and 46% of consumers surveyed 
are interested in discounted motor 
vehicle premiums based on less 
frequent driving.

The continued downward trend 
in the number of motor claims is 
unprecedented; historically, motor 
claims have risen steadily each and 
every year without exception. 

Conversely to the motor experience, building and household 
contents insurance claims rose 16% and 6% respectively 
in 2020. Looking at the research findings, the consumers 
surveyed might have put this down to what they perceive to 
be a rise in criminal activity – 82% noted an increase in crime 
in their area – since the beginning of the pandemic. However, 
our claims data paints a different picture, with both theft- 
and burglary-related claims lower in 2020 than they were in 
2019. Santam’s all risk claims were also down by 16% over 
the same period.

Staying at home reduces the chance of items being stolen 
off your person while out and about and deters would-be 
burglars from entering your home. A look at social media 
news feeds could explain why crime is perceived to have 
been worse than our claims suggest. People’s perceptions 
are likely formed by news headlines and quarterly crime 
statistics, which did report an increase in crime during the 
pandemic. However, a lot of the crime reported over the 
period related to gender-based violence; our claims data 
is, however, only reflective of insurable crimes, such as 
burglaries and theft, for which claims declined by 16%. 
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Burst geysers continue to 
be the primary contributor 
to building claims, in which 
we saw a marked increase 
of 16% YOY in 2020. This 
considerable rise in frequency 
is unusual, pointing to 
the hidden impact of the 
pandemic on our homes.  

People showering and bathing more often increases 
wear-and-tear on geysers, which could be one possible 
explanation for this anomaly. The same reasoning could 
extend to a similar increase in other plumbing-related 
claims. On the home contents front, the more time spent at 
home, the greater the wear-and-tear on our appliances, and 
the greater the opportunity for accidental damage. 

In addition, 16% of consumers upgraded their computers 
and connectivity to enable them to work from home; 

three in every four reported an increase in their use of 
technology.  

The heightened frequency of power surges due to load 
shedding, combined with more expensive technology devices 
in the home, has undoubtedly played a role in the higher 
household claims figure for 2020. We also think it reasonable 
to expect that once the restrictions on movement are eased, 
claims for theft and burglary may increase as criminals look 
to lift valuable technology from homes.  

While the nature of risk has shifted, perhaps in a structural 
manner, affordability remains an issue. To reduce 
underinsurance and narrow the risk protection gap,

insurers and intermediaries are looking to offer more cost-
effective products, like first-loss or limited cover insurance 
policies (only fire, or only theft, for example). In addition, 
client education and engagement that adds value is no longer 
optional – expert risk mitigation advice from intermediaries 
is a must.

To illustrate the need for improved communication on 
all fronts, consider that only 10% of our clients with car 
insurance have taken advantage of the SmartPark product 
that gives them a discounted premium depending on their 
annual mileage and vehicle type. We know that a greater 
percentage of our clients are working from home and would 
therefore save on their monthly premium by adding this 
benefit to policies.  

Product innovation and more effective 
communication can improve affordability, 
but they must be underpinned by better risk 
management practices for the best possible 
outcome.  

Of the Personal Lines intermediaries surveyed, 65% said 
they want insurers to explain how claims behaviour impacts 
premiums; 52% want SMS updates for clients when risks are 
heightened; 51% think a variety of cover options at different 
price points are needed; 47% want crime statistics per area; 
and 45% want access to apps that help their clients manage 
risks better. 
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Many of these value-adds are already available and ongoing 
communication will raise awareness of these benefits.

Rewards-based initiatives that encourage a greater focus on 
risk management are also entering the fray. For example, 
installing devices that pick up geyser leaks, performing 
periodic tests on alarm systems, and taking vehicles for 
voluntary roadworthy tests can help prevent the associated 
risks from occurring in the first place. Preferential rates for 
clients who manage their risk using these tools could be 
used as an incentive for behavioural change. It is a win-win 
outcome for both client and insurer if we can reduce the 
number of overall claims through heightened awareness 
around risk management.

In terms of the preferred channel for purchasing Personal 
Lines insurance, direct insurers continue to lead. Our 
findings showed an upward trend from 74% of respondents 
in 2019 to 82% in 2020 who make use of direct insurance 
channels. The number of survey respondents using an 
intermediary has also increased from 26% in 2019 to 34% in 
2020.

It is interesting is that even the direct insurers are 
acknowledging the value of the intermediary; many now 
employ tied agents to provide additional support to their 
clients. To remain relevant in the Personal Lines market, 
intermediaries should explore new distribution methods, like 
the referral model where they source quotes on behalf of 
clients and then, for a fee, hand over the client to the insurer 
who manages all the administrative tasks.

There is no doubt that the 
COVID-19 pandemic has 
altered the risk landscape, 
maybe for good. The onus 
now falls to the parties in the 
insurance value chain to adapt 
to this new risk landscape. 
Ongoing client education, 
improved communication, 
product innovation, and better 
risk management all have an 
essential role to play in ensuring 
the sustainability of the Personal 
Lines insurance industry. 
Ensuring that client needs are 
met, that they receive value for 
money and have peace of mind is 
the ultimate goal. 
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