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The Connected Car Usage-Based Insurance (UBI) Market will increase from USD 36.3
billion in 2026 to USD 54.8 billion in 2031, at a 8.6% CAGR.

The connected car usage-based insurance (UBI) market is gaining strong momentum
as insurers transition from traditional actuarial pricing models toward data-driven
insurance frameworks. UBI solutions leverage telematics technologies that capture real-
time driving behavior, including speed patterns, braking intensity, mileage, and driving
time. This data enables insurers to calculate premiums based on actual vehicle usage
and driver performance rather than demographic averages. The rapid expansion of
connected vehicles and embedded telematics is creating a robust foundation for UBI
adoption. With more vehicles now equipped with factory-installed connectivity systems,
insurers can access high-quality driving data without requiring additional hardware
installation. This shift is transforming the automotive insurance ecosystem by enabling
personalized pricing, improved underwriting accuracy, and enhanced customer
engagement.

Market Drivers

One of the primary drivers of the connected car UBI market is the increasing penetration
of connected vehicle technologies. A significant proportion of newly produced vehicles
now include embedded telematics systems, allowing insurers to obtain accurate vehicle
usage data directly from the vehicle platform. This seamless data integration simplifies
policy enroliment and accelerates the adoption of telematics-based insurance programs.

Another key growth factor is consumer demand for personalized insurance pricing. UBI
programs enable safe drivers to receive premium discounts based on measurable
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driving behavior. Programs such as pay-as-you-drive and pay-how-you-drive
models reward responsible driving habits and encourage safer road behavior. This
transparent pricing model has proven attractive for policyholders seeking fairer premium
structures.

Additionally, telematics-based insurance programs enable faster claims processing and
improved fraud detection. Real-time vehicle data can provide insurers with accurate
accident reconstruction and driving context, reducing investigation times and enhancing
claims settlement efficiency. These operational advantages improve customer trust and
strengthen insurer-policyholder relationships.

The growing adoption of UBI solutions among fleet operators also contributes to market
expansion. Commercial fleets utilize telematics data to monitor driver performance,
optimize vehicle maintenance schedules, and improve safety compliance. This
operational value positions UBI not only as an insurance product but also as a fleet risk
management tool.

Market Restraints

Despite strong growth prospects, several factors restrain the development of the
connected car UBI market. A major concern among consumers is data privacy.
Continuous monitoring of driving patterns and geolocation information can create
reluctance among drivers who are uncomfortable sharing sensitive behavioral data with
insurers.

Regulatory complexity also presents challenges for insurers operating across multiple
regions. Data protection laws and telematics regulations vary significantly between
jurisdictions. Compliance with privacy frameworks such as strict data protection
standards increases operational costs and complicates large-scale program
deployment.

In addition, integration challenges between insurance platforms and automotive data
systems can create technical barriers. Access to embedded vehicle data often depends
on partnerships with automotive manufacturers and telematics service providers, which
can limit scalability.

Technology and Segment Insights

Technological innovation is central to the evolution of the connected car UBI ecosystem.
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The market relies on several telematics technologies, including embedded vehicle
telematics, smartphone-based telematics applications, black-box devices, and OBD-II
plug-in systems. Embedded telematics solutions are gaining traction because they
eliminate the need for additional hardware installation while providing continuous high-
fidelity driving data.

From an insurance product perspective, pay-how-you-drive (PHYD) programs are
experiencing rapid adoption due to their ability to evaluate driving behaviors such as
braking patterns, acceleration, and cornering. Manage-how-you-drive (MHYD) programs
are also gaining traction by offering real-time driver coaching and safety alerts,
particularly for fleet operators.

The market serves multiple vehicle categories including passenger vehicles, light
commercial vehicles, and heavy commercial vehicles. Passenger cars currently account
for a significant share due to higher vehicle ownership and consumer interest in
premium discounts. However, commercial vehicle fleets represent a fast-growing
segment as companies adopt telematics-driven risk management solutions.

Competitive and Strategic Outlook

The connected car UBI market represents a convergence of insurance providers,
telematics technology firms, and automotive manufacturers. Insurance companies
increasingly collaborate with telematics service providers to deploy scalable data
analytics platforms that support behavior-based risk scoring models.

Technology companies specializing in telematics data processing and analytics are
becoming key enablers within the ecosystem. These firms develop algorithms that
convert raw vehicle data into actionable risk scores and driver insights. Strategic
partnerships between insurers, automotive OEMs, and telematics providers are
therefore shaping the competitive landscape.

Insurers are also expanding their UBI offerings to new segments such as business
fleets and electric vehicle drivers. The growing complexity of vehicle technology and
repair costs is encouraging insurers to adopt more precise risk assessment models
supported by connected vehicle data.

Key Takeaways

The connected car usage-based insurance market is redefining the automotive
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insurance landscape through real-time data analytics and personalized pricing models.
Growing adoption of connected vehicles, advancements in telematics technologies, and
demand for fairer insurance premiums are driving market expansion. While data privacy
concerns and regulatory challenges remain important considerations, the long-term
outlook for UBI remains positive as insurers increasingly adopt connected mobility
technologies.

Key Benefits of this Report
Insightful Analysis: Gain detailed market insights across regions, customer
segments, policies, socio-economic factors, consumer preferences, and industry

verticals.

Competitive Landscape: Understand strategic moves by key players to identify
optimal market entry approaches.

Market Drivers and Future Trends: Assess major growth forces and emerging
developments shaping the market.

Actionable Recommendations: Support strategic decisions to unlock new
revenue streams.

Caters to a Wide Audience: Suitable for startups, research institutions,
consultants, SMEs, and large enterprises.
What businesses use our reports for
Industry and market insights, opportunity assessment, product demand forecasting,
market entry strategy, geographical expansion, capital investment decisions, regulatory
analysis, new product development, and competitive intelligence.
Report Coverage

Historical data from 2021 to 2025 and forecast data from 2026 to 2031

Growth opportunities, challenges, supply chain outlook, regulatory framework,
and trend analysis
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Competitive positioning, strategies, and market share evaluation
Revenue growth and forecast assessment across segments and regions

Company profiling including strategies, products, financials, and key
developments
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