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2017 has started off as an expensive year for drivers, as motor premiums continue 
to increase across the board. Motor insurance prices have historically been cyclical, 
rising in the winter months before falling in the New Year, but new research from  
comparethemarket.com shows that prices have reached an all-time high since 
records began in 2012, bucking this well-established trend. 

  *  When the average price is referred to, this is the mean average of the top five cheapest prices presented to a customer, where a consumer 

has clicked through to buy. Buying from the top five cheapest prices presented, represents 90% of all car insurance sales.  

** When the cheapest price is referred to, this is the average cheapest price presented, where a customer has clicked through to buy.

In the twelfth Premium Drivers index 

from comparethemarket.com, which 

tracks the difference between the 

“cheapest” and “average” motor 

premiums, it shows that insurance 

costs have risen once again. In Q1 

(December 2016 – February 2017), 

average premiums hit £729 per motorist 

– a year on year increase of nearly 7%, 

equating to £47. Cheapest premiums 

also increased this quarter to £601, up 

£29 (5%) from £571 for the same period 

last year. 

Increases to IPT and the Government’s 

latest change to the Personal Injury 

Claim Discount Rate (also known as 

the Ogden Rate), suggest that costs 

are unlikely to slow in the first half of 

this year. IPT has now been increased 

three times by the Treasury since 2014, 

doubling the tax from 6% to its new rate 

of 12% from June 2017. Drivers will be 

hoping that the upcoming review into 

the Ogden Rate decision will take some 

of the sting out of the changes.

Changes to the Ogden Discount Rate, 

as announced by Justice Secretary Liz 

Truss in March 2017, are expected to put 

further upward pressure on premiums. 

Under the proposed changes, motorists 

could see an additional £60 (on average) 

added to their annual premium. 

The upward pressure on premiums 

therefore shows little sign of relenting. 

The savings variable, which measures 

the percentage difference between 

the cheapest and average premiums 

available in the market, has once again 

expanded this quarter, reaching nearly 

18% – the largest gap recorded since 

Premium Drivers began. 

Those thinking of buying a new car this 

year should be wary of further changes 

affecting running costs. From the 1 

April 2017, the way in which vehicle 

tax is calculated will change. After this 

date, levels of car tax will no longer be 

closely linked to Co2 emissions. Instead, 

a surcharge of £310 per year will be 

applied to vehicles with a list price of 

more than £40,000. 

After the first 12 months, drivers must 

pay a tax rate based on the amount of 

fuel their vehicle uses, as well as the 

additional rate of £310 a year for the 

next five years. After five years, the tax 

falls back to the standard annual rate 

depending on the fuel your vehicle uses. 

Those drivers thinking of purchasing a 

new car worth over £40,000 will need 

to factor in the additional surcharge of 

£1,550 over the next five years. 

However, there is some hope for 

motorists. The Financial Conduct 

Authority has ruled that as of the 1 

April, all motor insurance providers must 

show the price of last year’s premium on 

their renewal notices. Consumers will 

therefore be able to see by how much 

their new premium has increased. This 

comparison should encourage more 

people to compare providers and search 

out a better, more cost effective deal. 

According to the latest Premium Drivers 

data, those drivers who shop around 

once their policy is up for renewal 

could save an average of £128. As the 

gap between the cheapest and average 

premiums has risen, the potential 

savings to be made by switching 

provider has also grown. Drivers can 

now save £18 more than they could 12 

months ago, when the price difference 

stood at £110. 

Introduction
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The ‘Savings Variable’

The Premium Drivers index reveals the 

monthly percentage difference – or 

the “savings variable”– between the 

cheapest and average quotes across all 

age groups. 

This is tracked throughout the year 

and compared quarter on quarter. The 

“savings variable” tells us about current 

and historic prices, it also provides 

insight into the motor insurance sector. 

It highlights cyclical trends and allows  

comparethemarket.com to make 

statistics-driven predictions on the future 

direction of the motor insurance market.

If the difference between the cheapest 

and the average price is narrowing, it 

suggests competition may be improving; 

if the price disparities are widening, 

then it suggests competition may be 

weakening. 

Key Statistics

Quarterly savings variable rises to 17.6%, the largest percentage difference between cheapest and average 

premiums since Premium Drivers records began in September 2012 

Savings Variable hits record high of 18.2% in December, before dipping slightly in February

Widening gulf suggests competition amongst motor insurers is continuing to fall 

Premium Drivers research from 

comparethemarket.com has found that 

the savings variable in Q1 (December 

2016 – February 2017) rose to 17.6%; the 

largest difference between cheapest and 

average premiums since records began. 

The figure represents the sixth successive 

quarterly rise since Q3 (June – August) 

2016 when the savings variable stood at 

just 15.8%. 

An analysis of the savings variable over 

the past few years suggests the gap 

between average and cheapest premiums 

is expanding at a significant rate. In Q1 

2013/2014, the percentage difference 

between premiums stood at 16.65%, 

before falling to 16.22% a year later 

where it remained flat into 2015/2016. 

The savings variable has grown from 

16.57% in Q1 2012/2013 to 17.62% today. 

Although a rise of over 1% may not sound 

significant, the cost impact on premiums 

has been a hard one for motorists. 

On a monthly basis, the savings variable 

has reached even higher levels. The 

percentage difference between average 

and cheapest premiums hit 18.21% in 

December 2016 – when premiums are 

historically most expensive. The savings 

variable then fell to 17.31% in January 

where it remained flat into February.

A record peak in the savings variable 

suggests that competition in the market 

may be falling, which in turn may have 

driven up prices. Consequently, motorists 

may well be facing higher motor 

insurance premiums when they come to 

renew their policies, especially if they fail 

to shop around.
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Savings variable across all age groups year on year February 2016 - 2017:

Month Savings variable

20
15

-6

November (2015) 15.94%

December (2015) 16.58%

January 15.88%

February 16.13%

March 16.70%

April 16.83%

May 17.10%

June 17.25%

July 17.00%

August 16.82% 

September 16.82% 

October 17.27% 

November 17.63% 

December 18.21% 

20
17

January 17.31%

February 17.34%

Month Savings variable

This quarter has seen significant movement in motor premiums, suggesting that the trend of 

rising premiums is here to stay. The savings variable fell slightly across the quarter, as it has 

historically done in the New Year, but this is the sixth successive expansion and the percentage 

difference between cheapest and average premiums remains at a quarterly all-time high. 

Motorists who auto-renew their policy are likely to face a sharp rise in costs.

“ “

Simon McCulloch, Director at 
comparethemarket.com 



5

Premium Drivers: Savings Variable

Cheapest price Average price“Savings”variable
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What’s the cost?

Key Statistics

Quarterly cost difference between the average and cheapest premiums has grown to £128 – 

the 11th successive quarterly price rise and the widest gap since Premium Drivers began 

The average quarterly motor insurance  price has risen £47 year on year from £682 in Q1 2016 

to £729 for the same period in 2017

Average premiums have risen £170 in under four years, from £559 in Q4 2012 

The gap between the cheapest and 

average motor insurance premiums 

reached £128 in Q1 (December 2016 – 

February 2017) this year, the highest price 

difference ever recorded by the Premium 

Drivers Index – and higher than last 

quarter’s previous record of £123. The 

average saving has risen consecutively for 

the past eleven quarters since Q2 2014, 

when the price difference stood at £87.

The average premium – blended across 

all age groups – in Q1 stood at £729, 

up £47 from £682  twelve months ago. 

By contrast, the cheapest premium in 

Q1 now stands at £601, highlighting 

the significant savings to be made 

by shopping around rather than 

automatically renewing your policy,

The cost of motor insurance reached its 

peak in December 2016, when the average 

premium, blended across all age groups, 

reached a record monthly high of £784, 

before falling slightly to £707 in January 

and £697 in February. Motor insurance 

has historically reached annual highs in 

the winter months before decreasing in 

the New Year. 

For younger drivers, the cost of auto-

renewing motor insurance policies is even 

greater. The cheapest premium for drivers 

aged 17 – 20 cost an average of £1,179. 

The high cost of premiums for under 20’s 

however can be somewhat offset for 

savvy drivers by shopping around for their 

motor insurance; 17 to 20-year old’s could 

save an average of £353 by comparing 

providers – by far the highest saving of 

any age group. 

A jump of nearly £50 over the last twelve months is a pretty large increase in average motor 

insurance pricing and a cost most drivers do not wish to bear; it is the equivalent cost to a  

month’s broadband, phone and TV bill which households are having to pay on top of their  

existing expenses. 

“The difference between the cheapest and average premiums has increased by £18 over the past 

year, but these savings are only achievable by comparing multiple quotes at the point of renewal. 

Drivers who fail to compare providers could end up paying over £120 more than necessary. 

“The cost of motor insurance has been increasing for some time now, suggesting that in a broken 

market providers are increasingly relying on consumer inertia in order to raise their prices. One 

of the most effective ways of injecting more competition into the market is by encouraging 

consumers to search out the best deal.”

“

“

Simon McCulloch, Director at  
comparethemarket.com
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Older Drivers

Key Statistics
The average premium for drivers over 50 years old has risen to £398, up £40 (11%) year on year

Drivers over 50 can save £55 by switching provider

Changes to the Ogden Discount Rate will add around £33 to motor insurance premiums for 

drivers over 50 years old

Motor insurance premiums have risen 

across the board, with all age groups 

now paying more for their annual 

premium. Whilst young drivers are the 

worst affected, older drivers have also 

seen costs ratcheted up in recent years. 

Premium Drivers data reveals that the 

average premium paid by drivers aged 

over 50 years old has hit £398; a rise of 

£63 (or 19%) over the past four years 

when the average premium cost £334. 

Whereas premiums tend to drop sharply 

when young drivers turn 25, the cost of 

motor insurance is more varied across 

older drivers. Premiums for 50 to 64-year 

old’s cost an average £406, before falling 

to £318 for 65 to 79-year old’s and rising 

again to £496 for drivers aged 80 years 

and older. Insurers view those aged 

between 65 and 79 as experienced and 

thus safer drivers, but as the risk of road 

accident increases for drivers beyond this 

age, premiums increase accordingly. 

Drivers over 50 years old can save an 

average of £55 by shopping around 

for their car insurance, but even the 

cheapest premiums have risen over the 

years. Between December 2012 and 

February 2013, the cheapest premium 

for drivers over 50 stood at only £279. By 

contrast, the cheapest premiums now 

cost £343 for the same period between 

December 2016 and February 2017. 

Fraudulent whiplash claims and 

Insurance Premium Tax (IPT), which 

has been hiked three times in the past 

18 months, have placed additional 

pressure on premiums. On top of these 

costs, we estimate the recent changes 

to the Ogden Discount Rate could add 

almost another £33 on average to motor 

insurance for drivers over 50, meaning 

that the average premium for this age 

group could reach around £423. 

Drivers looking to purchase a new car 

in the coming months will face further 

costs. From the 1 April 2017, new 

vehicle tax rates come into force and 

cars registered after this date will be 

subject to higher rates of tax depending 

on their Co2 emissions. Drivers who 

purchase higher polluting cars will still 

pay more tax but under the new rules, 

low-emission petrol and diesel cars are no 

longer exempt. 

Another hike to Insurance Premium Tax comes into effect in June this year and, combined with the 

impact of the changes to the Ogden Discount Rate, drivers can therefore expect prices to continue 

to rise well into 2017. 

“Drivers of all ages can save money by switching motor insurance provider but it seems the older 

we get the more likely we are to stick with one insurer. This lack of competition can lead to a 

market where providers use factors like IPT hikes and changes to the Ogden Discount Rate as an 

excuse to increase prices and rely on consumer inertia to maintain market share.

“

“

Simon McCulloch, Director at 
comparethemarket.com 
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Methodology

All data, other than that referenced 

in the footnotes, is sourced from 

comparethemarket.com. 

When the average price is referred to, 

this is the mean average of the top five 

cheapest prices presented to a customer, 

where a consumer has clicked through 

to buy. Buying from the top five cheapest 

prices presented represents 90% of all car 

insurance sales. 

When the cheapest price is referred 

to, this is the average cheapest price 

presented, where a customer has clicked 

through to buy.

 All premium data refers to motor 

insurance products featuring 

comprehensive, third party fire and theft 

or third party cover.


