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A quarterly motor insurance
“savings index” by

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.

2

THE SAVINGS VARIABLE
Key Statistics
• Quarterly savings variable drops to 14.11% in Q1 2021 – a new record low, down from 14.73% in Q4 2020,
and 15.98% in Q1 2019
• The difference between the average and cheapest premiums is significantly lower than its peak of 17.62%
in Q1 2017 as the market has become more competitive

The latest Premium Drivers report shows

savings variable has ever fallen below 14%,

be substantially more expensive than the

the savings variable in Q1 (December 2020

surpassing the previous lowest monthly

premiums available to new customers.

– February 2021) has declined to 14.11%.

savings variable of 14.4% set in November

This is the lowest quarterly average for the

2020. Before the pandemic, the lowest

savings variable since this research began in

monthly savings variable was 14.52%

September 2012.

recorded back in July 2013.

The savings variable has continued its

The decline in the savings variable since

decline from the previous quarter when

the first lockdown in March 2020 has been

it stood at 14.73%. This drop means the

reflected in premiums, which have fallen

savings variable has remained below 15%

significantly in the past three months. The

for nine straight months. The difference

increased competition could mean the

between the average and the cheapest

cost of premiums will remain relatively

premium is now substantially below its

low in the short-term, as insurers come

quarterly peak of 17.62% seen in the first

under more pressure to compete for new

quarter of 2017.

customers through lower prices.

The continued lower savings variable

However, car insurance pricing tends to be

compared with previous years suggests the

seasonal, and the cost of policies often rises

pandemic has caused a sustained period of

heading into Spring. Lockdown restrictions

increased competition in the car insurance

are also set to ease at around the same time.

market. As household budgets have been

This will probably lead to an increase in the

squeezed, more drivers have been looking

number of cars on the road and subsequent

to save money on their premiums by

insurance claims. These factors could mean

shopping around for better deals. Insurers

premiums may start to rise again in the next

have also been able to pass on some of the

quarter. The saving variable has already

savings from the drop in claims, with fewer

increased marginally to 14.07% in February

cars on the road during the lockdowns. This

2021 from the previous month.

has led to more price competition between
insurers, enabling drivers to benefit from

Drivers should make the most of the

the substantial savings available.

increased competition in the market during
this lockdown. Many are still paying more

On a monthly basis, the savings variable

than they need to for their car insurance.

hit a new record low of 13.75% in

Those drivers who don’t shop around for a

January 2021, as the third lockdown

better deal when their policy comes to an

was introduced. This is the first time the

end may lose out as renewal prices tend to
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The difference between the
average and the cheapest price
available for car insurance sunk
to a new low in the first quarter
of 2021 as insurers fought to
attract new customers. Insurers
have been able to reduce their
prices thanks to a significant
drop in car insurance claims.
This has enabled many firms to
offer much cheaper premiums.
This fierce competition between
insurers has allowed consumers
to benefit from better deals
in recent months, but this is
typically seasonal as prices tend
to decline at the start of each
year. This means the savings
variable may not fall much lower
and it could potentially rise
again in the coming months.
Dan Hutson, Head of Motor Insurance
at comparethemarket.com

Savings variable across all age groups year on year (February 2020 – February 2021):
Month

Savings variable

February 2020

15.75%

March 2020

15.38%

April 2020

15.16%

May 2020

15.37%

June 2020

14.84%

July 2020

14,56%

August 2020

14.84%

September 2020

14.99%

October 2020

14.81%

November 2020

14.40%

December 2020

14.52%

January 2021

13.75%

February 2021

14.07%

Premium Drivers: The savings variable:
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Savings Variable

WHAT IS THE COST?
Key Statistics
• Sharpest drop in the cost of car insurance in nine years, as the average annual premium falls to £652 in Q1 2021 – the
lowest quarterly average since Q3 2015
• Premiums decline by £103 year on year as the usual seasonal decrease in prices has been accelerated by the latest lockdown
• Cheapest premium available also tumbles to £560 in Q1 2021, down from £627 in the same period last year, so drivers
can still save an average of £92 by switching to a better deal
• Young drivers could save £185 by switching when their premium comes up for renewal

The average annual car insurance premium

The cheapest premium typically available in

has fallen by £55 from the previous quarter,

Q1 2021 has also tumbled by £68 year-on-

according to the latest Premium Drivers

year. It now stands at £560, falling from

report from comparethemarket.com.

£603 in Q4 2020. This drop means there are

This is the steepest fall in premiums over

still significant savings available to drivers

a three-month period since this research

who shop around for the best deal when

began in 2012.

their policy comes to an end. Motorists can
save an average of £92 by switching to the

The average premium in Q1 (December 2020

cheapest premium available.

– February 2021) has dropped to just £652.
This represents the lowest quarterly average

A drop in the number of inexperienced

for car insurance premiums since Q3 2015,

drivers on the road may also have

when a typical premium cost £606.

contributed to the decline in car insurance
claims and subsequent fall in premiums.

Premiums have also declined by an average

The latest figures from the DVLA show

of £103 year-on-year, as the pandemic

a 48% drop in the number of people

has caused a sharp drop in the cost of

passing their practical driving test in 2020,

insurance. This also represents the largest

compared with the previous year, as the

12-month decline on record.

pandemic prevented or discouraged many
people from learning to drive.

There is usually a seasonal drop in the cost of
car insurance in the first few months of the

However, young drivers have seen the

year, but this trend has been significantly

greatest financial benefit from the fall in

accelerated by the pandemic in Q1 2021.

premiums. The average cost of car insurance

During the past year, the Government’s

for drivers aged under 25 has sunk to

travel restrictions have resulted in fewer

£1,097, down from £1,282 in the same

cars on the road, which in turn has led

quarter in 2020. The cheapest premium

to a 19% decline in car insurance claims

typically available to these young drivers

(according to the Association of British

has also declined to £912. This means

Insurers). Insurers seem to have passed on

young drivers could save a substantial £185

some of these savings to motorists through

by switching to the best deal when their

lower premiums.

premium comes up for renewal.
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Motorists will be thrilled
that the cost of car insurance
has nosedived in the first
quarter of this year. The drop
in insurance claims seems to
be trickling through to the
cost of premiums. Drivers will
appreciate the savings as many
will be finding it more difficult
to manage their finances during
the pandemic. Premiums did
initially start to sneak upwards
in December 2020 but have
since plummeted during the
latest lockdown. This fall will
be particularly good news for
young drivers who typically
face the highest premiums.
Hopefully, more people will be
encouraged to learn to drive as
travel curbs are lifted and the
fall in premiums makes it
more affordable.
However, drivers will only be
able to take advantage of the
best savings on offer from
lower premiums if they shop
around when their policy comes
up for renewal. Our research
shows drivers could save £92 by
switching to the cheapest deal
Dan Hutson, Head of Motor Insurance
at comparethemarket.com

Average Premium
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Cheapest Premium
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Methodology
All data, other than that referenced

customer, where a consumer has clicked

Premium Drivers calculates the cost

in the footnotes, is sourced from

through to buy. Buying from the top five

of premiums where the customer has

comparethemarket.com.

cheapest prices presented represents

clicked through to buy the policy.

90% of all car insurance sales. When the

If the average premium cost was instead

When the “average price” is referred

“cheapest price” is referred to, this is the

calculated on the basis of all prices

to, this is the mean average of the top

average cheapest price presented, where

returned then the average cost would

five cheapest prices presented to a

a customer has clicked through to buy.

be significantly higher.
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