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Methodology

October 2020

Online questionnaire

N=1500 Australian SME business owners
or decision makers (with business
insurance)

Direct and Broker buyers defined as last
policy purchased

Fieldwork: 13 - 26 October 2020

October 2021

® Online questionnaire

® N=1500 Australian SME business owners
or decision makers (with business
insurance)

®* Direct and Broker buyers defined as last
policy purchased

Fieldwork: 28 September - 11 October 2021
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Part 1

Setting the scene
What has changed since 20207
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COVID's impact on revenue is slightly lower
this year, but still substantial

m Increased by 25% or more

14%

m Increased by 1% - 24%
12%
No change

m Declined by 1% - 24%

m Declined by 25% or more

Oct-20 Oct-21 Ve rO \’/




The “lockdown states™ of NSW and VIC have

been hardest hit

|||| 15% ||||
5 10%

18%
41%
29% 26%
NSW VIC
Oct Oct Oct Oct
20 21 20 21

10%

Q

Oct
20

16%

LD

Oct
21

18%
25%
39% III‘\
SA
Oct Oct
20 21

Oct
20

WA

21%

Oct
21

m Increased by 25% or more

m Increased by 1% - 24%
No change

m Declined by 1% - 24%

B Declined by 25% or more
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Small and medium businesses are more likely
to have increased revenue

. l I I m Increased by 25% or more
15%
® Increased by 1% - 24%

6%

10%

8%

5% No change

m Declined by 1% - 24%

m Declined by 25% or more

13%
37%
14%

Micro (1-4) Small (5-19) Medium (20-199)

Oct 20 Oct 21 Oct 20 Oct 21 Oct 20 Oct 21
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Broker clients are more likely to have
increased revenue

- . ® Increased by 25% or more
11%

16% 13% m Increased by 1% - 24%

11%
No change
m Declined by 1% - 24%
36%
m Declined by 25% or more
12%
Broker clients Direct buyers
Oct 20 Oct 21 Oct 20 Oct 21
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Impact on revenue varies by industry, with
several industries hardest hit
. m Increased by 25% or more

7% 17%
o mIncreased by 1% - 24%
54%
26%

25% 14%%

No change

m Declined by 1% - 24%

m Declined by 25% or more

Accommodation Arts and Education Health cgre
Wholesale . . and social
and food recreation and training .
trade . : . assistance
services services (private) .
(private)
Oct Oct Oct Oct Oct Oct Oct Oct

20 21 e 2l | e 21 20 21 20 21 20 21 Ve ro \'/
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Some Industries have seen greater revenue

13% 14% m Increased by 1% - 24%
32%
9% 14%
No chan
20% 0 change
m Declined by 1% - 24%
(o)
39% 339
| i 0
13% 199 Declined by 25% or more
6%
. Info media/ . .
Manufacturing telecoms Retail Construction
Oct 20 Oct 21 Oct 20 Oct 21 Oct 20 Oct 21 Oct 20 Oct 21

Increases

m Increased by 25% or more
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Almost 2 in 3 SMEs’ operations and supply lines

have been impacted by COVID

Oct-20

Oct-21

m Not impacted

m Slightly impacted

®m Moderately impacted

m Strongly impacted



SMEs have made a broader range of business
changes this year

68%

c69, m May-20
55% ° 54% = Oct-20

m Oct-21

36%

29%

19%

Proactive strategies  Reductions to staff Reduced costs inc Close the business Apply for the Govt. No changes

marketing temporarily assistance programs
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Changes In business operations haven't led to
changes in insurance

Yes, I've made changes to

my business insurance as a
result of COVID-19

27% 26%

15%

May-20 Oct-20 Oct-21
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COVID has also impacted perceptions of
insurance

529%0b of SMEs agreed that

“"Recent events have made me
value my insurance more”

Vero



Summary and implications for brokers

The impacts of COVID have
been widespread, with the
lockdown states and certain
industries particularly
affected.

Many SMEs have changed
their business due to COVID, ‘
but a smaller number have
revised their insurance.

Brokers can have better informed
conversations through a deeper
understanding of both the positive and
negative ways in which their clients have
been impacted by COVID.

Brokers should check whether their clients’
insurance reflects changed business
operations.
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Part 2

How businesses have adapted
Changing business models and insurance
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More businesses have made changes, either
temporary or permanent since last year

Business model changes
m Business model changed temporarily ®Business model changed permanently m= Business model has not changed

ero \r
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Cost reductions have increased less this year,

with a greater shift in ways of working

Business changes made
Reduce costs o A 0%,

E———
42%
—— L
38%
(o)

(o)
e —— % o,
%

320h

Change the business product or service focus to align with CUStOMer ... | 2 30 30%
Change how your business trades (ie increased trade online, take away...

Move to working from home / remote working

Reduce staff hours
Apply for the Govt. assistance programs

Create or refresh your businesses online presence (ie website, online store)

Increase marketing activity
Decrease marketing activity
Make staff redundant

Stand staff down

Close the business temporarily m%Q%

® May-20
= Oct-20
m Oct-21
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Business changes are increasingly permanent

m Unsure
m Revert back
m Keep some of the changes

m Keep all business changes

May-20 Oct-20 Oct-21 Ve ro \,/
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Many, but not all, SMEs who have made
business changes have spoken to their broker

® NOT in contact with broker
m In contact with broker

Keep all business changes Keep some of the changes
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Around half of SMEs have changed or are
considering changing their insurance

B ['ve made changes to my business insurance

®m I'm considering changes to my business insurance

® No changes
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Insurance changes are most common in the
lockdown states

Total

NSW

VIC

QLD

25%

B ['ve made changes to my business insurance ®I'm considering changes to my business insurance ®No changes
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Insurance changes are widespread across
industries

Health care and social assistance (private)
Accommodation and food services 42% |
Manufacturing 36% |

Information media and telecommunications 29%
Education and training (private) 27%
Construction 25%

Retail trade 20%

Arts and recreation services 13%

B ['ve made changes to my business insurance  ®I'm considering changes to my business insurance B No changes
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SMEs have made a range of changes to their

insurance, both negative and positive

Increase my excess

Increase cover or sums insured

Cancel some insurance

Change the frequency of my premium payment direct debit
Move to direct insurance

Reduce sums insured or turnover on insurance program

Push back on current broker for a better deal

Remove elements in your policies (ie comprehensive car insurance to
TPPDO, remove money, glass, machinery breakdown)

Change insurer
Change broker
Cancel all insurance

Take a premium holiday

I 1 7%
I 15%
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Revenue changes lead to more insurance changes

Increase my excess

Increase cover or sums insured

Move to direct insurance

Remove elements in your policies (ie comprehensive car insurance to
TPPDO, remove money, glass, machinery breakdown)

Change the frequency of my premium payment direct debit

Change insurer

Push back on current broker for a better deal

Change broker

Reduce sums insured or turnover on insurance program

Cancel all insurance

Take a premium holiday

m Increased revenue
m Declined revenue

® No change
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Broker clients are more likely to have tweaked
or increased their insurance

16%
Increase my excess 18%
18%

Incr Ver or sums insur
crease cover or sums insured 14%

. o
Cancel some insurance L1%o

16%

12%
14%

14% ® Broker clients
2%

Change the frequency of my premium payment direct debit

Reduce sums insured or turnover on insurance program

I—'-II

19%
Push back on current broker for a better deal

m Direct buyers

Remove elements in your policies (ie comprehensive car insurance to 14%
TPPDO, remove money, glass, machinery breakdown) 11%

11%

Change insurer 12%

Change broker 15%

10%
10%
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Take a premium holiday
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Broker conversations impact the changes that
SMEs make

47%
Increase my excess
32%

Remove elements in your policies (ie comprehensive car insurance to 34%
TPPDO, remove money, glass, machinery breakdown)
B NOT in contact with broker
26%
Cancel all insurance
m In contact with broker
28%
Cancel some insurance
32%

Take a premium holiday
20%
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SMEs who have been more strongly impacted
by COVID are more likely to have moved direct

m Stopped using a broker and
purchased directly from the insurer

39% m Total
23%
o
13% 11%
3% .
Strongly impacted Moderately impacted Slightly impacted Not at all
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Summary and implications for brokers

Brokers need to have conversations with
all clients, not just those who are
struggling, to ensure any insurance
changes are appropriate.

Many SMEs have made changes
to their insurance, even those
whose revenues are growing.

Broker clients, especially those
in regular contact with their
broker, are less likely to make
negative insurance changes.

Brokers can help SMEs tweak or adjust
insurance in the most appropriate ways.

)
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Part 5

Looking forward
Business mindsets and future changes
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COVID related concerns dominate SME worries,
including mental health impacts

Long-term impact of COVID on the economy
Economic downturn

Increasing costs

Mental health of myself/employees

39%

33%
31%

I 26%

Maintaining COVID safe practices for my business / Keeping customers and employees... I 26%

Ensuring customers/visitors are vaccinated against COVID

Health & safety risks

Managing cashflow

Disruption to supply chain (e.g. shipping, general supply)

Reopening after lockdown

Increased competitive activity

Ensuring employees are vaccinated against COVID

Regulatory or legislative change

Climate change (e.g. extreme weather events)

Increased costs to the business due to carbon reduction or sustainability requirements
Political instability (e.g. changes in Government)

Impact of technology on businesses (e.g. increase in automation, use of Al)
Reduced ability to travel internationally for business

Sourcing financial capital

Difficulty attracting and retaining good staff

Adverse publicity or reputational damage

Changing consumer preferences (and the pressure to innovate to keep up)
Terrorism (not including cyber terrorism)

I 25%,
I 25%
T 25%
I 23%
I 21%
T 21%
I 21%
T 21%
e 20%

. I 19%
I 19%
T 18%
T 18%
e 18%
T 17%
e 16%
e 16%
e 15%
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Concern about the long-term impact of COVID is
highest in VIC, WA and hard hit industries

TOTAL

NSW
VIC
QLD
WA
SA

Health care and social assistance (private)
Accommodation and food services

Arts and recreation services

Construction

Retail trade

Education and training (private)
Information media and telecommunications
Wholesale trade

Manufacturing

Y, 39%o

L 317%
I 43%
e — 36%
. 420
I 36%o

T 5070
I [Eyn
44
I ——— 40%
I 39%
S 38%0
Ry 37%
. 34%
N 32%
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Concern about mental health is highest in NSW, SA

and a range of industries

TOTAL [ | 26%

Nsw o [ 29%
vic I 26%

QLD [ 23%

wA [ 20%

sA r— 32%

Manufacturing | N 36%
Wholesale trade [N 36%
Health care and social assistance (private) [ INRNRRNMINENENENEEEEEEE I 34%
Accommodation and food services [ INEGNGNGNNNNNEEEEEELEE 29%
Construction |G 29%
Retail trade [ NEEEEEGEGEGEE I 28%
Information media and telecommunications [ NREGEGEEEEEEEEEEEEEEEEEEEEEEE 26%
Education and training (private) [ NNRNRNINEGBNB 2%
Arts and recreation services [ ININBRNIINEGEGEEEE 20%

vero!/

Insurance with insight



Many SMEs are considering further business
changes, but less than last year

59%

Increase marketing activity 41%

60%

Create/refresh businesses online presence 38%

65%

Reduce costs 34%

45%

Change how your business trades 32%

53%

Change product/service to align with customer needs 32%

39%

Decrease marketing activity 28%

48%

Apply for the Govt. assistance programs 25%

379 = Oct-20

Close the business temporarily 249,

Stand staff down 23% 35% m Oct-21

45%

Move to working from home / remote working 23%

35%

Make staff redundant 21%

46% ,/
Reduce staff hours 21% ° Ve rO\
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The lockdown states are more likely to be
considering changes to their insurance

Total 24%

QLD
SA
WA

= I'm considering changes to my business insurance

Insu

ero/
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Manufacturing and hospitality businesses are more
likely to be considering changes to insurance

Total _ 24%

Manufacturing _ 42%
Accommodation and food services _ 41%

Education and training (private) _ 36%

Information media and telecommunications _ 36%

Retail trade _ 32%
Arts and recreation services _ 30%
Administrative and support services _ 23%
Health care and social assistance (private) _ 21%
Construction _ 18%
Wholesale trade _ 16%

Professional, scientific and technical services - 10%

® I'm considering changes to my business insurance Vero \,/
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Many SMEs place importance on relevant
insurance covers

Being unable to trade for a long period of time 32%

Equipment failure or breakdown 32%

Restarting suspended operations (from COVID) and ongoing maintenance

of critical equipment _ 26%

Coverage for remote workers / employees working from home _ 25%
Delivery / supply chain interruptions _ 25%

Mental health of key staff _ 24%

Interruptions to business due to labour shortages 20%

Stock deterioration 19%
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Summary and implications for brokers

COVID dominates the things
that SMEs worry about, with
many concerned about
COVID’s long term impact on
the economy.

SMEs are nervous, even those who haven’t
been badly impacted, and brokers can play a
role in reassuring and supporting clients in
uncertain times.

)

Brokers can support SME clients by helping

them understand the insurance ramifications
Changes continue to be of issues such as restarting operations and
considered, and SMEs are

remote working.
interested in insurance that - : :
can help with a range of There is also an opportunity for brokers to

issues. play a risk management role by providing
advice on COVID safe practices as well as
proactive mental health and wellbeing
strategies, and information on legislative
requirements.
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One of the resources brokers can access to help
SME clients adapt to COVID

Safeworkaustralia.gov.au includes not only COVID advice, but also guidance
on mental health and wellbeing and WFH.

N 2
SalE WIJII IlllS[lﬂlla COVID-19 Information for workplaces About us Law and regulation Workers’ compensation Statistics and research Media Centre

Find information for you

| am an employer v
| work in accommodation services v

| need information on vaccination ¥

COVID-19 Information for workplaces

Information for your industry about work health and safety and COVID-19. '
COVID-19 business restrictions Ve I O
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Disclaimer:

AAI Limited ABN 48 005 297 807 trading as Vero Insurance (Vero) has prepared this Vero SME Insurance Index COVID-19 Part 3 Report & Webinar (Report) for
general information purposes only. Vero and its related bodies corporate do not assume or accept any liability whatsoever (including liability for special, indirect,
consequential or incidental damages, or damages for loss of profits, revenue or loss of use) arising out of or relating to this Webinar & Report or the information it
contains. Vero and its related bodies corporate do not invite reliance upon or accept responsibility for the information it provides on or through this Webinar &
Report. Vero and its related bodies corporate do not give any guarantees, undertakings or warranties concerning the accuracy, reliability, completeness or currency
of the information provided. This Webinar & Report is not a recommendation or statement of opinion about whether a reader should acquire insurance from Vero
(or its related bodies corporate) or services from any insurance intermediary or otherwise alter their business arrangements. This Webinar & Report is based on
commissioned research by Vero and should not be used as the basis for any decision in relation to the acquisition or disposal of insurance products or the use of
broker services. Readers should confirm information and interpretation of information by seeking independent advice.

vero.com.au



