
Claims costs from medical insurance

grew in 2009 (up 1% in real terms),

as insurer margins dropped sharply to

their lowest level since 2000. 

Commenting on the current state of

the market, report author, economist

Philip Blackburn said: ‘The

economic recession in 2009 delivered

the largest annual fall in demand for

private medical cover on record, as

this mature market proved vulnerable

to the cyclical downturn which drove

up unemployment, triggered business

casualties, and saw much more

cautious spending by individuals.

However, many commentators

predicted a more substantial fall in

market demand, so around a 5% drop

could also be optimistically viewed

as a sign of product strength.

Certainly private medical cover

retains its popularity with employers,

and lapses rates in the individual

market remained reasonable

following a strong focus on retention

by insurers.’ 

Looking ahead, Mr Blackburn added:

‘The private medical cover market

has shown itself vulnerable to

business cycles, so its prosperity

going forward will largely depend on

the strength of the UK economy. With

forecasts for sluggish economic

growth in 2010 and 2011, the market

is likely to remain subdued for some

time. The focus going forward is

likely to be on enhancing the value of

cover for employers and employees,

and invigorating interest in medical

cover from individuals, where

penetration has slipped to a historic

low and trading down has been an

increasingly common feature.

Opportunities for increased

penetration of private healthcare

amongst the population may emerge

should the NHS’s performance falter

as public finances are squeezed.’ 

Demand for health cash plans (HCP)

also fell significantly during the year,

with the number of contributors

decreasing by 5.3% to 2,761,000,

following a mild fall of 1.6% in 2008

and strong growth of 3% in 2007,

which represented the market’s first

significant growth of the noughties.

Market contraction in the last two

years has been solely in the

individual/employee paid sector,

which declined by 12% in total

during 2008 and 2009. Demand from

individuals was particularly

vulnerable to the economic

downturn, as consumers cut back

spending on many products and

services viewed as non-essential.

However, compensating for this to
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