
Dealers are seeing more competition from online suppliers 
at a time of reduced GAP sales due to the new FCA rules 

John Kirwan 

ealers have been selling GAP in the 
showroom for decades but as with so 
many other sectors, notably finance 
and warranties, they are seeing greater
competition from online operators with 

lower overheads offering cheaper product. 
Mike Cowling, head of products at Car Care Plan,

acknowledged that the number of online businesses 
has grown but argued that selling in the showroom is
still highly effective.

"Whilst the number of online GAP brokers has 
increased since the new FCA rulings, Car Care Plan 
and its dealer base of clients are not seeing any

significant loss of business. We believe this is as a 
result of providing market leading cover level terms, 
supported by highly professional presentations by
our  dealer partners. This face-to-face experience, 
further endorsed by an independent Defaqto rating, 
minimises the potential leakage during the deferred
opt-in period."

David Brock, managing director of MB&G Insurance,
goes one step further, actually welcoming the 
increased competition because of the benefits it
offers to the consumer. 

"Competition for products is vitally important. as it
ensures that those offering GAP cover remain price 
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a big threat to dealers 
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aware and keeps treating the customer fairly. MB&G
have always had this attitude and will continue to
monitor prices to keep our products fairly priced." 

Offering greater choice is a point pi cked up by Mike
Macaulay, national sales and development manager 
at AutoProtect. who points out that dealers have 
upped their game with the new FCA rules and are 
now more customer-centric.

"Dealers have moved to develop their point of sale
processes and pricing to become more customer
centric. The cooling -off period has also helped to 
increase transparency and create greater confidence 
in the value of the dealer offer." 

If customer care is important. so too is the quality 
of the product. Chris Reid, sales director at AMS also
points to the increased competition online but argues 
that quality is key. 

"There has certainly been an increase in the number 
of online brokers offering GAP products. The major it y
are sold without any suitability qualification and
therefore the customers' needs are not really taken 
into account. This could lead to a customer purchasing 
a product that does not meet their expectations. These
products whilst appearing to be a cheaper option,
are in fact a much inferior product to that sold via
the dealer network. They will almost certainly contain 
many pol icy and claim reduction clauses."

The final word goes to Nick Franklin, head of 
partnership and distribution at MAPFRE ABRAXAS,
with a succinct summary of the state of play.

"Competition from online brokers has clearly
increased but we are not seeing this as a huge threat. 
We closely monitor online GAP activity and we have 
noticed that GAP online searches still remain relatively
low. This gives us comfort that the dealer point of
sale environment still remains the most appropriate
time for customers to be educated properly on the 
features and benefits of GAP insurance," he said. ml 
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CLICK COMPETITION: More customers
are going online to buy GAP insurance 

How the new FCA rules have 

dented dealer sales 

The introduction of  last year's new FCA 
regulations have put a dent in dealers' 
sales volumes and values, according t o  
research by Dealerweb. 

It  looked at GAP sales among franchised 
and independent dealers and found that in 
the first half 
of 2016, 19o/o 
of car buyers 
invested in a 
GAP policy t o  
protect their 
new purchase, 
compared to 
29% in the 
first half of 
2015. During the same period, the sale 
price of  GAP policies fell by 3.5°/o. 

It found "wide monthly fluctuations" 
in GAP sales conversions as dealers came 
to terms with the new rules. In June, for 
example, GAP sales were 4% lower than 
the same month in 2015 but sale prices 
were down 6.3%. In contrast February saw 
a year-on-year drop in GAP penetration 
of 18%, but the actual sale price of each 
policy was down 2.4%. 

"Prices haven't fallen in line with 
the number of GAP policies sold. 
Assuming dealers are fulfilling the FCA's 
requirements for selling the policies, this 
suggests that sales teams are successfully 
building up a higher level of  trust among 
customers," said James Hill, operations 
director at Dealerweb. 
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