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CCTA PUBLIC AFFAIRS UPDATE

HORIZON GAZING
THE 2017 PUBLIC AFFAIRS PROGRAMME

CCTA VIEW FINDER
Greg Stevens
Chief Executive,
CCTA

The FCA have an expectation that the
CEO and Senior Directors of consumer
credit firms will have a watchful eye on
the horizon to avoid unnecessary risks
which could jeopardise their business
and future trading, and in turn jeopardise
their consumers by producing a poor
outcome for them.
Needless to say, all consumer credit
businesses in the UK face a varied number
of risks at the moment, in fact I would
go as far as saying it is probably an
unprecedented number, many of which
are sizeable and some potentially fatal.
The last three years has seen the overall
total of consumer credit firms reduce by
half, with many smaller companies being
acquired or merged, as others exited
the arena. There is movement in any
market, for a variety of reasons,
which is the natural order of
events. However consumer
credit, as with the life
assurance and investment
market of 2005, has
been hard hit by
regulatory change
and the cost of
compliance.

The harshness of change has hit SMEs
(Small to Medium Sized Enterprises) more
severely, as their business models do
not have the financial flexibility that large
firms do. We are still awaiting news from
the regulator on affordability, vulnerability,
and the full details behind the Senior
Managers Certification Regime which
could increase cost or necessitate the
reshaping of respective business models.

At the top of the risk agenda is the
economy. Since 24 June 2016 the UK
has been marching time, awaiting the
outcome of Brexit negotiations. The
triggering of Brexit on 30 March 2017
was going to provide clarity where there
was confusion, hope where there was
fear, and comfort where there was
worry. Instead we have had dither and
complacency followed by an inconclusive
snap general election. During that
time, Corbyn was a dead man walking,
Theresa May was very much in charge
and business hoped for a conclusive,
measured and clear cut Brexit.
The public affairs update article in this
magazine shows where we are on the
day of writing. With the government
having agreed to a £1bn cash deal with
the Democratic Unionist Party, for their
agreement to prop up chosen political
issues. There are other side matters being
discussed which will necessitate further
costs, not disclosed at this stage. The
agreement is only biding for a two year
period which encapsulates the formal
Brexit arrangements.
Mark Carney, governor, Bank of England
(BoE), at his recent Mansion House speech
enlightened and probably disappointed
his audience as he unequivocally stated
that Brexit will make Britain poorer.
He did provide a little light relief by
indicating that interest rates should
not rise until consumers and the
wider economy can handle
it. His comments rattled
the markets, as the
week before

three of the eight monetary policy
members voted for a rise, which the
city took as a flag for impending rate
increases. He said that the Bank could not
prevent households feeling poorer, but it
could influence how this ‘hit to incomes’
is distributed between job losses and
price rises.
Mr Carney added that the markets have
already delivered their pessimistic view
of UK prospects. He stated that our
currency is almost a fifth cheaper that its
November 2015 peak, and members who
have recently been abroad know only
too well that the pound in your pocket
is worth less. Many ex-pats since the EU
referendum are attempting to return to
the UK to protect their standard of living,
if they are reliant on their UK pension.
He also stated that UK focused equity
prices have fallen by 2%. He raised
concerns about the success of service
industries which could come under stress
if the economy falters. He suggested
that we will begin to find out the extent
to which Brexit is a gentle stroll along
a smooth path to a land of cake and
consumption, a reference to Boris
Johnson a leading brexiteer’s statement
of ‘having our cake and eating it’.
Mr Carney is due to depart there shores
in 2019 to return to Canada.
The BoE is leaning on banks to rein in
their lending as they have a genuine
concern about rising debt at a time when
they see storm clouds on the horizon.
The Banks will probably raise lending cut
offs and thereby increase the pressure
on the ‘just about managing’ consumer
sector, as loans will be more difficult
to obtain for those consumers on the
margin. Property prices are starting to
falter even in the buoyant outer London
boroughs and Home Counties. The
economy over the last few years has
been underpinned by an easing of
mortgage lending rules. With mortgages
now available with final payments
made at the age of 75, and 45 year
mortgages are freely available. Over half
of mortgages currently being written are
over 25 years long.
The ‘bank of mum and dad’ has also
played a major part in many mortgage
deposits, and that is a phenomena that
will be subsiding over the next few years.
The ‘friends and family’ sector has also
represented a substantial percentage of
lending in the consumer credit market
and that will also be under stress.
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The ongoing political machinations and
Brexit is having a drag factor on the
economy but just under the surface there
are other problems looming. It looks like
real austerity is over, even though, if you
then take into account the amount of
quantitative easing that has taken place
over the years, we are coming out of it
in a worse situation than when we went
in. Inflation is increasing, and will further
increase because of the Brexit effect
on our currency and because of the
free movement of EU citizens. Certain
industries are already raising concern
about rising vacancies and having to
recruit higher paid employees.

The pay freeze on the public sector
has been offset to a degree by salary
alignments, outside a raise to cover
the cost of inflation. The Government
will now be under intense pressure from
the public service unions to relax the
rules for their members going forward.
The pension triple lock and winter
weather supplements changes have
been lost in the general election wash
up. Theresa May has been neutered and
Phillip Hammond the chancellor has leapt
in to seek a soft Brexit.
Mike Hawes, the CEO of the Society
of Motor Manufacturers & Traders, told
the audience at their annual summit
in London, that: “Britain is unlikely to
achieve a comprehensive agreement by
March 2019, when the UK’s membership
of the EU is set to end, and therefore
needs to retain membership of the single
market and customs union for as long
as it takes to strike a deal”. He stated
that the biggest fear of his members
was that in two years’ time we fall
of a cliff edge and have to rely on
World Trade Organisation terms,
which would undermine their
competiveness and ability to
attract investment that is
critical to future growth.
I will regularly return
to Brexit over
the next few
months, and
we are in

communication with our friends at
Eurofinas, our equivalent European trade
association, based in Brussels. We have
collaborated with Eurofinas over many
years on credit and data issues and
through them we have connections in
the EU Parliament. The UK Members of
the European Parliament remain in situ
until March 2019, the end of the Brexit
negotiating period.
Whilst not attempting to depress
members, I probably have. Reality is
that the market is tough, the economy
is tough, regulation is tough, trading is
tough, and the political scene at best
is hard going. In the words of Vince
Lombardi, coach of New York Giants
and Green Bay Packers: “When the going
gets tough – the tough get going“. CCTA,
your trade association, is getting tough
by further stepping up its public affairs
and media activities, and reaching out
to business stakeholder groups and
cohorts to collaborate in educating
and persuading government,
consumer groups, and all other
interested parties to work
closely with our industry
to elicit the best options
and outcomes
for consumers.

WHEN THE
GOING GETS
TOUGH
THE TOUGH
GET GOING
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CCTA PUBLIC AFFAIRS UPDATE

LANDSLIDE TO LANDSLIP

M... FROM THE MOUNT... BLACK SWAN THEORY... BEYOND THE NORM... SPEED OF CHANGE... SERIOUS FAULTLINE... SHORING UP... CCTA SIGNPOSTS TO SAFETY... AN UNHOLY ALLIANCE
We referred in a previous CCTA
magazine to the impact of a ‘black
swan event’. As a quick reminder, the
black swan theory is a metaphor that
describes something that comes as
a surprise, has a major effect, and
is often inappropriately rationalised
with the benefit of hindsight. It
was developed to explain the
disproportionate role of high
profile, hard to predict, and
rare events that are beyond
the realm of normal
expectations in history,
science, finance,
and technology.
In essence such
events that
have wide
impact are

seen as outliers, which collectively
play vastly larger roles than regular
occurrences.
The speed of change in our world
today, coupled with 24 hour news
coverage, and soundbite headlines
produces an explosion of opinions,
which are not necessarily researched,
reliable, or true. However, many of
these utterances and statements
are taken as truth and woven into
further commentary.
Politics, public policy, and public
affairs are increasingly more difficult
in an ever faster communication
world with an audience craving
instant news and solutions. Coupled
with this is the speed and size of
social media, and the so called ‘fake
news‘ that purports to be authentic.
This is the massive challenge that
faces all trade associations and
stakeholder groups, and we will
detail our progress along that route
in this Public Affairs Update.
It was Harold Wilson, the two
times Labour Prime Minister,
who coined the phrase ‘a
week is a long time in
politics’. We can safely
say, that time frame is
no longer applicable,
and that ‘real
time’ is of the
moment.
The ability
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to think on your feet in order to buy
time, is a great asset in aggressive
broadcasting and the news jungle.
Even more important, is being
on top of the subject or topic, there is
no space anymore to blag or skate
over issues.
The new norm is not the old norm.
Like it or not our world becomes
more complicated as it gets smaller.
Whether we agree with polls is not
important, what is important is how
people react, and the analysis of the
data. The last two occasions that the
British public have been asked to vote
produced the same effect; surprise,
concern, and consternation within
the elite and governing bodies.
The EU referendum, and the snap
general election saw the wrong result
being presented according to many,
and appeared to be an affront to
their senses.
Interestingly the general election exit
poll was almost correct. A triumvirate
combination taken from the BBC,
ITV, and Sky News after votes were
cast was almost spot on at national
level. We had also seen the same
scenario from the exit polls post the
EU referendum which suggested a
close run result. On that occasion
politicians and pundits alike were
struggling to suspend their disbelief
and accept a result different to their
firmly held hard wired opinions.
Theresa May appeared to commit the
cardinal sin of successful relationships
during election campaigning by
forgetting that, even the strongest
feelings expire when ignored and
taken for granted. Both the electorate
and her party felt neglected, as
she squirreled herself away
with her close advisers Nick
Timothy and Fiona Hill,
and pontificated from
the mount. The failure
to connect with

everyone meant that she polled well,
but did not achieve the landslide result
that the 24 point lead suggested before
the commencement of the snap general
election. Instead there were serious fault
lines and an eventual landslip, resulting in
a need to seek a supply and confidence
agreement with the Democratic Unionist
Party (DUP).
A group of swans has several names to
describe it, be they be black or white, and
one of descriptions is a ‘lamentation’ of
swans. Lamentation is also a passionate
expression of grief or sorrow. I am
sure that both David Cameron with
the European referendum result, and
Theresa May with the disappointing
general election result would have felt
the lamentation effect. The anti-Corbyn
faction within the labour party have
suffered the same effect three times
now, with two disappointing party
leadership elections and an outstanding
performance for the leader, despite
several sitting MP’s running their own
campaigns outside the official party, and
thereby not supporting their leader fully.
The majority of the pollsters would
blame the poor old black swan for their
own suffering.
In essence we could accept that the
new world appears to be about speed,
abbreviated messaging, passion, and
almost last, the real truth. The continuing
danger is that speed of response forces
urgent action before all of the relevant
facts are known. The natural course
of events these days involves knee
jerk reactions, which themselves can
create other problems. Considered and
reasonable responses should be fought
for, although we know that the appetite
of the ‘news monster‘ is remorseless.
We also know that leaving a vacuum is
dangerous and risks social media moving
quickly to fill it.
Since the election we have seen
evidence of fault lines within the
leadership of the Conservative
Party. Victory has been snatched
from the jaws of defeat by an
unholy alliance with DUP,
underscored by a cost to
the country of £1bn+.
The landslip is being

shored up at a high cost and with the
conservative manifesto from the general
election cut to ribbons, and a declared
two year programme which bypasses
the requirement for a Queens’ Speech
in 2018.
There is little good news for the
conservatives’ government at the
moment. The whole edifice feels
incredibly precarious, with the major
fissure being different attitudes to Brexit
inside the parliamentary conservative
party. Labour is schizophrenic on the
issue to say the least, and is likely to be
100% focused in seeking to thwart the
process to a smooth Brexit at every turn,
and thereby triggering a fresh election.
Many tory MP’s are now talking about a
‘Norway for Now‘, as they recognise that
a clean hard Brexit is unachievable. The
DUP deal was therefore crucial given
the raw numbers, but will only provide a
modicum of security.

We all know that truth is the first casualty
of war. What we might not recognise
is the war currently going on, where
decisions are not based on rounded
research and knowledge. There are many
instances where the interests of legislative
bodies, or stakeholder groups struggle
with knowledge and interpretation in
order to arrive at a quick decision, or
to satisfy a particular group. CCTA is
dedicated to ensuring that via our
public affairs and public policy
programmes we provide
knowledge and the sign posts
to knowledge. We have
started regular blogs and
podcasts to increase
an information
exchange with
stakeholders.

Another name for a group of swans is a
bevy. In the North this is a colloquialism
for beverage. There were certainly plenty
of bevvies being consumed around the
country to celebrate the success of
Jeremy Corbyn riding the crest of a
populist wave, albeit not winning.
Equally there would have been
many bevvies of solace in
the City, business world
and homes around the
country, as the reality
of uncertainty and
confusion was fully
understood.

THE SPEED OF
CHANGE IN OUR WORLD
TODAY, COUPLED WITH
24 HOUR NEWS COVERAGE,
AND SOUNDBITE HEADLINES
PRODUCES AN EXPLOSION
OF OPINIONS, WHICH ARE NOT
NECESSARILY RESEARCHED,
RELIABLE, OR TRUE.
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LANDSLIDE TO LANDSLIP

BREXIT - THE WAY OUT... RIDING THE WAVE... BALANCE THE BILLS... BEYOND REPAIR...?
The Government hangs by a thread
and Brexit will dominate the legislative
agenda for the extended two years of
this parliamentary session. There will
be no Queens’ speech next year.
Four new bills and Jeremy Corbyn
will ensure that credit also looms
large in the parliamentary debate.
It is likely that the consumer groups,
active against consumer credit will be
emboldened by the performance of
the labour campaign under Corbyn.
After a weeks’ delay and much
conjecture about its contents, Her
Majesty finally delivered a ‘filleted‘,
speech on Wednesday 21 June.
The occasion was stripped of its
pomp and ceremony because of
clashes with rehearsals for Saturday’s
Trooping of the Colour.
Inevitably, none of Mrs May’s flagship
manifesto measures survived, and
the focus was very much on Brexit,
and the eight bills to bring about
the UK’s withdrawal from the
European Union and put in
place the required statutory
framework to keep the
country functional after
the event. We
will leave the
speculation

over the prospect of ‘hard‘, versus
‘soft‘ Brexit to those who are paid to
comment, there are plenty of them.
But before turning to the measures
in the speech of direct relevance
to us in the credit industry, two
developments seem significant to the
national picture.
Firstly, Jeremy Corbyn at Glastonbury.
Not as a support act for Ed Sheeran,
but as the first party leader in decades
to address the crowds from the
main stage, and certainly the first to
attract a crowd larger than the Rolling
Stones (200,000 according to the
organisers). But it’s not just teenagers
who appear to have fallen for him,
and the appeal of free university
tuition fees. A poll for the Sunday
Times, one of those things that the
elite and government bodies struggle
to get their head around, puts Labour
five points ahead of the tories, with
Corbyn’s approval rating at +17.
Even David Davis on the Andrew
Marr Sunday show admitted there’s
currently a wave of euphoria
around Corbyn.
Secondly, there was a Sunday Times
report of ministerial support for a
Phillip Hammond/David Davis ‘joint
ticket‘. The rationale is Theresa May
is damaged beyond repair and now a
liability. The technocratic Hammond
would defuse the politics and at
least get Brexit across the line, even
in a softened form, before standing
down for a more popular candidate
ahead of the election scheduled for
2019. Hammond who is a ‘Remainer‘
would be watched like a hawk by
David Davis, who is trusted by
the powerful European Reform
Group of hard Brexit tory MP’s
inside Parliament.

INEVITABLY,
NONE OF MRS
MAY’S FLAGSHIP
MANIFESTO MEASURES
SURVIVED, AND THE
FOCUS WAS VERY
MUCH ON BREXIT...
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And so to the measures that matter.
There were four bills of relevance
to the credit industry, and one that
was expected but did not materialise.
The missing item first. There was no
specific bill on debt or the period
of ‘breathing space‘, for struggling
borrowers that was pledged by both
the Conservatives and Labour in their
manifestos. Having said that, the
requisite clauses could easily be added
to the the bills referenced here.
The Financial Guidance and
Claims Bill: Will establish a new
statutory body, accountable to
Parliament, with responsibility for
coordinating the provision of debt
advice, money guidance and pension
guidance. Of importance to members
is that the Bill will transfer the regulation
of claims management services to the
FCA, and transfer complaint handling
responsibility to the FOS. It will include
a new power to cap the fees that
claims management companies can
charge consumers, a further excursion
into the realm of price regulation.
The Goods Mortgage Bill: Will
modernise the law on logbook loans
to increase protections for borrowers,
ensure that they are better informed
about their loan and provide safeguards
if borrowers get into financial difficulty.
This is of fundamental importance to
certain members and CCTA has been
fully engaged with the FCA, Treasury
and the Law Commission throughout
the process.
The Data Protection Bill: Will provide
a data protection regime fit for the 21st
century. It will significantly strengthen
consumer rights and empower
individuals to have more control over
their personal data including ‘a right
to be forgotten‘, provided there are
no legitimate grounds for retaining
the data. It also aims to cement
the UK’s position at the forefront of
technological innovation, international
data sharing and protection of
personal data.
The Courts Bill: Will introduce further
digital services, which should make
it easier for creditors to pursue cases
quickly, enabling easier recovery
of debts.

A BUBBLE OF DEBT... POTENTIAL FOR HAVOC... CCTA VOICE... CCTA SIGNPOSTS TO SAFETY.
As we all know and some carry the scars,
issues of credit and debt have great
populist potential for politicians to wreak
havoc. It is highly feasible that team
Corbyn and fellow travellers in the various
debt campaigns will seek eye catching
amendments and further restrictions on
lending. Our CEO Greg Stevens attended
a recent MALG meeting where Yvonne
Forvarque, Labour MP Makerfield, was
decrying logbook loans, higher purchase
finance deals in the same sentence
as payday lending. Yvonne has been
re-elected with an 8% larger majority, and
is now back on the labour front bench
as the Shadow Minister for Communities
and Local Government. She has retained
her position as Chairperson of the All
Party Parliamentary Group (APPG) on
Personal Debt and is still heavily focused
on the Right to Own sector, and High
Cost Short Term Credit in particular.
There has also been a recent taster in the
Guardian which reported charities calling
on government to address the ‘bubble
of unmanageable debt’, that households
are accumulating. Their prescriptions
included extended breathing spaces for
debtors, beyond the p eriod currently
offered and controls on the availability
of credit.
There is a real sense of credit politics
returning to Westminster after a four to
five year lull, whilst decisions were being
reached and preached from Canary
Wharf. The real danger is that the credit
industry will feel the Corbyn factor more
and more, another additional reason
for CCTA to be building relationships in
both Houses to act as a bulwark against
extreme action with no forethought on
unintended consequences.

the industry. The programme is in place
and already gaining momentum with the
benefit of new members and followers.
We have significantly raised our game,
more importantly we have raised our voice
and standing with our target audience.
We will be reporting back to members at
the September CCTA Briefings in London
and Leeds on current progress, and will be
forming a new Public Affairs Committee
for 2018 during December 2017, to ensure
that we encapsulate all sectors and to
harness knowledge, energy, commitment,
and finances for the challenges ahead.
Public affairs and the burning issues of
the day will also be a strong feature at
our national conference on Thursday
2 November in Nottingham.

knowledge where required, to challenge
anecdotes and untruths where found.
We will seek to ensure that all
responsible borrowers can access
appropriate credit from responsible
lenders bound by the FCA Principles
& Rules.
Together, and by recruiting and
welcoming more members,
and affiliates into our fold,
we will be a major voice
in the challenging
years ahead.

Your trade association is committed to
protecting the consumer credit industry,
and all relevant sectors and companies,
regardless of size. We fervently believe that
the CCTA voice has credibility, integrity,
and honesty borne out of a great
legacy to protect member interests
in a fast moving and sometimes
hostile world. Our voice will
be loud, but never shrill, the
content will be factual
and never false. We
will present a unified
message to all
stakeholders of
the industry,
to provide

Last year we held a series of Policy
Committees which many CCTA
members attended. Through
their contribution we designed
and perfected the public
affairs strategy, to more
fully engage with
government and
stakeholder
groups on the
key issues of
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Jeanette Burgess
Partner, Walker Morris LLP

CARROT OR STICK?
LEADERSHIP
AND THE SENIOR
MANAGERS AND
CERTIFICATION
REGIME
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While it may be tempting to downplay
the impact of the extension of the Senior
Managers and Certification Regime (SMCR)
to consumer credit business, especially as
the FCA’s promised consultation paper has
yet to materialise, ignorance will not prove
blissful come the advent of the changes
sometime in 2018.
The SMCR is a key weapon in the
FCA’s war against the bad old days of
mismanagement in the financial services
sector, which saw its public reputation
plummet. As summed up by the FCA’s
Director of Supervision, Jonathan Davies,
during his speech at the culture and
conduct forum: “In the last few years,
scandals in the wholesale and retail
banking sector alike have inflicted a great
deal of damage on the reputation of UK
financial services and on the wealth of
the nation.
Exemplified by Libor, Forex and Payment
Protection Insurance (PPI), revelation after
revelation about the behaviours in financial
services demonstrated that some in the
financial sector had mindsets that divorced
themselves from the impact of their
actions on their clients and, more widely,
the society in which they operated.
The contributory factors are myriad
and complex but undoubtedly include
the profit driven culture of mis-selling,
target driven sales with disproportionate
bonuses and the lack of personal
accountability of those who were ‘on the
bridge’ of major institutions. The credit
sector was not untarnished. The PPI
mis-selling scandal and the unacceptable
practices of some payday lenders,
including excessive rolling over of loans,
combined to put it squarely in the
FCA’s sights for rehabilitation.
The FCA mission is to deliver
public trust in financial
institutions again, as per the
Chief Executive of the
FCA, Andrew Bailey:
“Good culture and
trust go hand
in hand”.

Culture is a word that pervades all aspects
of the FCA regulatory regime, but what
does it mean? Culture is an outcome of
many elements of the behaviours of a
firm, but it also has a practical measurable
outcome of ‘what good looks like’. Culture
is your DNA and simply means doing the
right thing by embodying respect for your
customers’ best interests, where good
practice is the minimum standard and bad
practice is absolutely unacceptable.
The FCA has confirmed that it does not
believe that there should be a one size
fits all culture and that it does not intend
to prescribe the overall culture that a
firm should aim to achieve. Your culture
is unique to you and reflects the risks
your business holds for consumers and
the way you work together every day to
mitigate them.
However in all cases the ‘tone from
the top’ is key. Good leadership means
establishing and exemplifying a positive
culture. The FCA has acknowledged that
the absence of genuine, accountable
responsibility vested in those in senior
positions was a key factor in the historical
failings of the sector. It has learned lessons
from the past and is no longer prepared
to embrace the carrot at the expense of
the stick approach by relying so heavily on
the voluntary cooperation of the industry
to deliver these outcomes. Under the
SMCR, where there is a breach of the FCA
rules by the firm and this occurs in an area
for which the particular senior manager
is responsible, they can personally face
enforcement action potentially resulting in
disciplinary proceedings, fines and/or a ban
on working in the sector again. As Churchill
once said: “The price of greatness is
responsibility”. SMCR is designed to
ensure that those at the top are acutely
aware of the burden of their responsibility
and will personally be required to pay for
their failings.
WHAT IS THE SMCR?
The SMCR came into force for banks and
major financial institutions in March 2017
and is due to be extended to all other
FCA authorised firms, including consumer
credit firms, at some point in 2018,
although the precise date is unclear.
It will replace the existing Approved
Persons Regime with a more far reaching
and accountable framework.

The SMCR is made up of different
requirements based on an individual’s
function within the firm. The framework
includes:
• the Senior Managers Regime, which
will govern those who undertake senior
management functions and include
directors, some managers and some
non-executive directors (including the
chairperson and chairs of risk, audit,
remuneration committees)
• the Certification Regime, which will
govern persons who perform functions
that are regarded by the FCA as posing
significant risk of harm to the firm or
its customers
• the Rules of Conduct, which will apply
to all other employees in the firm
(except for those who perform only
administrative or ancillary roles).
THE SENIOR MANAGERS REGIME
The FCA has put a real emphasis on
ensuring that senior managers are fit to
undertake their roles by including the
requirement for firms to confirm that they
have undertaken a ‘fit and proper’ test
when appointing senior managers. This is
in addition to the requirement to obtain
FCA approval to appoint senior managers.
The fit and proper test involves an
assessment of the person’s qualifications,
competence and training, as well as
a consideration of their personal traits
such as honesty and integrity and their
reputation. If a firm cannot certify that a
person is fit and proper, the individual will
not be able to undertake a senior manager
role in the firm.
Although the requirement for FCA
approval before appointing a senior
manager bears a resemblance to the
existing Approved Persons Regime, the
addition of the fit and proper test does
add an extra layer of assessment. The
firm must evidence that it has undertaken
appropriate due diligence on all proposed
senior recruits. Further, the firm will need
to repeat the ‘fit and proper’ test annually
and confirm that they remain content
with the individual’s ability to carry out
their functions.
The FCA identified a gap in the previous
regime whereby individuals in senior
management positions were able to avoid
bonus deferral rules by moving jobs. This
practice, labelled ‘rolling bad apples’ by
the FCA, has been an area of particular
focus for the FCA’s Chief Executive,
Andrew Bailey.

Tackling ‘rolling bad apples’, amongst
other unfair practices, is something that
has led to the new rules on regulatory
references which is included in the bank
regime and is likely to be included in the
2018 extension of the SMCR. This imposes
an obligation on firms, when appointing
new senior managers, to take reasonable
steps to obtain references from the
individuals’ current and previous employers
going back for a period of six years.
This obligation has been regarded by
many as being too cumbersome to
deliver, given the obligation to have to
obtain information from multiple previous
employers, but this has been balanced
by the imposition of a duty on authorised
firms to comply with such requests.
In order to avoid senior managers being
able to duck their responsibilities, for
example because they are not clearly
documented or chains of delegation
are long and unclear, firms will be
required to produce a ‘management
responsibilities map’ which will delineate
the allocation of responsibilities between
each senior manager within the firm.
Where responsibility has been delegated
inappropriately down the chain, it will need
to be reinstated at senior management
level. This mapping process will ensure
compliance responsibilities are clearly
vested in named individuals who will
equally ‘carry the can’ if they get it wrong.
THE CERTIFICATION REGIME
Those who fall below a senior manager,
but have more responsibility than those
who only have to comply with the
Conduct Rules, will be subject to the
Certification Regime.
The FCA has specified a number of
functions which it deems could cause
significant harm to banks or its customers
as part of the bank regime, and this (or
something similar) is likely to come into
force for all other authorised firms.
Like the Senior Managers Regime, those
who are subject to the Certification
Regime will have to be certified as ‘fit and
proper’ to carry out their functions, and
firms are likely to have to take reasonable
steps to obtain regulatory references for
their roles over the last six years.
The perceived level of responsibility and
leadership that those who carry out
significant harm functions is demonstrated
by the inclusion of the fit and proper
test and the reference regimes in the
Certification Regime. Those in senior
manager positions set the tone and

lead the culture but those at middle
management level also play a huge part
in influencing behaviours.
THE CONDUCT RULES
The extension of the Conduct Rule regime
in 2018 is reasonably anticipated to be
similar to the position prescribed under
the bank regime, whereby employees who
do not fall within the Senior Managers or
Certification Regimes are still within the
scope of the Conduct Rules unless they
fulfil certain roles which are specifically
stated as being outside the scope of the
SMCR regime. For the banking regime,
this includes receptionists, post room
staff and security guards. Generally, roles
that would be the same if they were
undertaken in a non-financial services
business are excluded.
There is an exhaustive list, under the bank
regime, and if a job role is not specifically
excluded, the role will fall within the scope
of the Conduct Rules. Whilst many people
will fall within the scope of the Conduct
Rules, certain rules only apply to staff at
certain levels.
The wide reaching scope of the Conduct
Rules it likely to mean that many more
people will be subject to scrutiny by the
FCA than is currently the case under the
existing Approved Persons Regime.
This will impose considerable additional
requirements on firms to assess and
inform every member of staff which
Conduct Rules are applicable to them
personally as well as ensuring that the
rules are understood and implemented.
Senior managers must take ownership
of this obligation and ensure that
staff are appropriately trained to
understand their responsibilities
and know how to comply.

SO, WHAT
SHOULD YOU
DO NEXT?
SEE OVERLEAF
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NO BLUE PRINT...
CARROT OR STICK?
SO WHAT
SHOULD YOU
DO NEXT?

The SMCR came into force for the banking
sector in March 2016. In 2016, the FCA
imposed fines of just over £22m on the
financial services industry in 22 separate
cases. Of these, 14 cases were brought
against individuals, who were collectively
ordered to pay fines totalling £2.8m.
Eleven of the fourteen were also subject
to a prohibition order. Given the very clear
message from the regulator that the move to
drive up standards via SMCR will be achieved
by bringing individuals to book, we can
reasonable expect to see more individuals
being proceeded against and personally fined.
Don’t panic, but do start to prepare. The
FCA consultation paper will be crucial to
understanding how the SMCR will be applied
to your business, so keep an eye out for it.
Assuming that the extension of the SMCR
regime is not delayed, we are at the most
just under a year and a half and away from it
coming into force.

Your existing approved persons will expect to
be within the scope of SMCR but others who
have not been previously approved will also
be caught. You can expect some upheaval
and potential push back from individuals
who are perhaps reluctant to step firmly
into the regulatory spotlight. Contracts of
employment, remuneration and insurance
protection are likely to be subject to
renegotiation. Firms will need to be objective
in their fitness assessments and weed out
any poor performers who are simply not
up to the job. It is not in the firm’s or the
individual’s best interest to turn a blind eye to
performance shortcomings.
Good, strong and directive leadership
which starts at the top and permeates all
parts of the organisation will be crucial to
deliver SMCR. The board need to oversee
preparation of, and regularly review the map
of responsibilities across the firms. Make
sure SMCR is a standing item on your board
agenda from now on.

IN ANTICIPATION
A few things to think about in anticipation of the SMCR:
• are your senior managers role models for staff?
• do they have any skeletons in their cupboard in terms of their
employment history which will affect their fitness and propriety
assessment?
• how are your senior management functions divided?
• are responsibilities too thinly spread over various levels of staff?
• do you have a culture of inappropriate delegation so it isn’t
clear where the buck stops?
• do your policies and procedures clearly state what stance
the firm takes on issues such as remuneration, incentives and
treating customers fairly?
• are all your decisions properly evidenced and documented?
• are the firm’s goals communicated throughout the business?
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JUMP START YOUR WAY TO A
SUCCESSFUL GDPR IMPLEMENTATION
With less than 12 months left until
the new General Data Protection
Regulation (GDPR) comes into force,
many organisations are already busy
preparing for May 2018. The challenge for
others is still about getting started with a
proportionate approach that will deliver in
the time remaining. Unfortunately, there
is no blueprint for easy compliance, no
‘plug-in’ solution. Each firm will have a
different starting point and will therefore
need to determine its own approach. The
ICO has described GDPR as a ‘journey’.
There are a number of guidance videos
on the ICO website, however, it is best to
be prepared by taking into account some
practical advice.
Compliance with GDPR and data
protection more generally, should
be regarded as a key operational risk.
Every firm should appoint a member
of the management committee to
oversee progress. The potential for
significant fines, exposure to legal action,
and the inevitable bad publicity and
reputational impact should an incident
occur, necessitates the need for senior
management, even board, oversight.
GDPR is about individual rights, and
the expectations they now have of
firms holding their data and acting as
custodian. As with any business change,
the direction, drive and ‘tone from the
top’, can be one of the main differences
between success and failure.
GDPR is a ‘principle based’ set of
regulations and guidance on a number of
key areas and is still a work in progress, so
quite simply, it is open to interpretation. In
the absence of a more prescriptive GDPR
instruction manual, organisations need
to determine for themselves what GDPR
means. This includes deciding where to
set the bar, especially in areas where the
regulations refer to unhelpful terms such
as ‘appropriate’ or ‘sufficient’.
Really understand what happens to data
across the organisation. This is a critical
starting point. Organisations have to
be brutally honest about the personally
identifiable data they hold, why they need
it, where it came from, how it is used,
where it is stored and where it goes.
Gaining this understanding as early as
possible will prove extremely insightful
and the basis for review work over the
next few months.
Although GDPR introduces a number
of new requirements, for example in
relation to gaining consent, or handling

customer requests such as the right to
‘erasure’, much is not actually new - just
an extension of the core principles of
the existing Data Protection legislation.
An organisation’s existing position will
therefore have a significant bearing on
the breadth and depth of scope, that
needs to be addressed under a GDPR
project. In the absence of a recent,
detailed, gap analysis, many firms may
have open audit points relating to data
protection, a good place to start.
Strong governance is important for many
reasons, and well written policies and
standards provide the foundations. In the
case of GDPR, investing time to revise
existing data protection policies to ensure
they address the range of requirements
will help create clarity and focus for the
business. The exercise may produce
some surprises in terms of other related
polices that will need to be amended to
address GDPR, such as HR, Procurement,
Outsourcing, and Information Security.
A Privacy Impact Assessment (PIA) is a
structured assessment of a given business
situation, with the explicit purpose of
assessing the level of data protection
related risk. Completing a PIA against
areas of concern or uncertainty, as the
firms work towards compliance, can be a
very powerful and revealing approach.
Subject Access Requests are not a new
concept. GDPR makes them free of
charge and introduces new customer
rights, around portability and erasure.
It is reasonable to expect that volumes
of customer requests will increase after
May 2018. It is therefore key to establish
what would be involved in providing the
information outlined in the regulations,
including these new request types.

leading edge IT protection systems if a
firm isn’t sure it has basic information
security in place. Information security is
not just about the structured data held in
core systems, it equally applies to physical
data and the unstructured or ‘dark’ data
that resides in emails, on network drives,
and the Excel downloads from core
systems that many organisations possess.
Training is essential around the principles
of data protection, and explaining to staff
how the organisation is addressing the
needs of GDPR. How staff handle data
related queries with customers and third
parties will be a major factor in mitigating
data protection risks, and demonstrating
to customers, and the regulator, that
the organisation takes GDPR seriously.
Organisations need to be careful not to
neglect the ‘people’ side of things in favour
of more tangible aspect, such as IT.
Complying with new regulations is
often harder than originally expected.
Principles based requirements from the
regulator, a fixed end date, and a lack of
in-house experience don’t tend to mix
well. In reality, given the breadth of GDPR
impacts, many organisations will struggle
to address every last detail before May
2018. What is key, is that organisations
can demonstrate they understand
the size and nature of the gaps
they have to address, they have
a plan in place, and they can
show the regulator, and
other key stakeholders,
that they are in
control and taking
GDPR seriously.

The changes in accountability and liability
in the area of data processors and third
parties are significant under GDPR. Both
the data controller and data processor
are now liable if an issue occurs within
the processor. It is therefore critical
to understand what is required to
get third parties to a compliant
position. Many organisations
use third parties that they rely
upon handling data, so this
aspect needs to be sized
and tackled with the
priority it deserves.
There is little point
spending small
fortunes on

13

| FEATURE

Matthew Drage

Mal Elwood

Director,
Nosco Systems

Head of Regulatory Affairs,
Huntswood

CUSTOMERS
IN ARREARS
EFFECTIVELY
IDENTIFY AND
TACKLE PERSISTENT
DEBT

The FCA’s thematic review on early arrears
management in unsecured lending has
painted a varied picture across the industry
in relation to the treatment of individuals in
arrears. Indeed, various organisations are
now calling for a breathing space which
would see customers given a grace period
from which to start to put their finances
back on track in the event they are
experiencing genuine financial difficulty.
With access to credit being widespread
(not to mention the sheer variety of
customers’ individual circumstances and
reasons for seeking it), the risk of customer
detriment is very real if an arrears situation
is not identified and actions are not taken
to mitigate the risk of detriment.
EARLY IDENTIFICATION REMAINS KEY
The issue of a customer entering an
arrears situation can be complex and
multi-faceted (both within the secured
and unsecured markets), however, early
identification is undoubtedly key. With
an increasing array of consumer data
available, firms should consider how
they are using this data to assess
individual customers’ circumstances.
With this in mind, how does your arrears
handling policy link to your broader
conduct risk framework?
The FCA has published an occasional
paper on the very topic of financial distress
(OP20), which looks specifically at how
the industry can ‘predict which consumer
credit users will suffer distress’. One
method (which combined objective
and subjective measures of
financial distress) from the paper
found that 17% of people
with outstanding consumer
credit debts are in
moderate to severe
financial distress.

BREATHE
Given the continued growth of the
consumer credit market within the UK (and
the notable size of the population deemed
to be in financial distress), firms should be
even more aware of the potential for an
increased number of consumers to enter
into an arrears situation. Firms should have
plans and procedures in place to be able
to identify these consumers and support
them in mitigating the risk of a serious
arrears situation arising.
FEES AND CHARGES SHOULD BE FAIR
AND NOT AUTOMATICALLY BUNDLED
Within the consumer credit market, the
regulator has focused closely on fees
and charges for customers who enter
arrears. The read-across from the issue of
auto capitalisation of mortgage arrears to
other unsecured and secured debts is one
which firms should take seriously and start
to identify whether such practices are still
occurring across broader product suites.
Where fees have been applied incorrectly
or cannot be justified given the consumer’s
circumstances, firms are likely to be in
breach of CONC 7.6 under the continuous
payment authority rules and should
consider actions to ensure that consumers
have not been incorrectly charged.
PERSISTENT DEBT IS A LAGGING
INDICATOR – HOW CAN THE FOCUS
SHIFT TO EARLY INTERVENTION?
The regulator’s recent focus on persistent
debt, following on from the credit card
market study, is further evidence that the
FCA is moving towards mandating support
for customers who have long term debt
within the cards market and are unable
to complete repayment of outstanding
balances. The pressure for firms is now
being applied at both ends of the arrears
spectrum. The regulator is keen that firms
identify consumers in financial difficulty
early and apply appropriate forbearance
techniques. If this does not occur and
consumers remain in long term financial
distress, the regulator is showing that it will
mandate new behavioural techniques and
forbearance strategies on behalf of firms.
The FCA is also working closely with the
Prudential Regulation Authority to look at
the wider macro-economic environment,
which has seen the sustained growth
of consumer credit within
the marketplace.
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Both affordability and creditworthiness
are key areas of focus and the regulator
has announced this in its recent business
plan. It has committed to review the
point-of-sale procedures within the
marketplace as part of an upcoming
thematic review and is also looking
closely at product suitability (focusing on
the motor finance market with an initial
emphasis on Personal Contract Plans
or PCP).
There can be no doubt that getting this
right at the front end in terms of sales
and product suitability is key to preventing
potential difficulty arising further down
the line. This is an example of early
intervention, deeming that the customer
is not suitable for the particular product at
the outset using the data available within
their business to make an informed and
upfront decision.
GIVEN THE INCREASED FOCUS, WHAT
STEPS CAN FIRMS TAKE?
There are a series of powerful tools
already in firms’ armouries, including
outcomes testing, which can be risk based
and look at the population of consumers
with the highest risk of detriment. This
will ultimately help firms determine
whether they are treating customers fairly.
Outcomes testing will also support in
stress testing your firm’s systems, policies,
procedures, staff training and performance
management, ensuring they are working
together effectively to ensure the holistic
fair treatment of customers.
Ensuring you are well equipped to deal
fairly with customers who are in financial
distress or arrears will remain a key focus
area for the FCA across the marketplace.
Firms should use key risk indicators (for
example, a customer’s debt to income
ratio) to continually assess an individual’s
circumstances and take action where
necessary to reduce the risk of a serious
arrears situation materialising.
Given the regulator’s continued focus in
this area, firms should actively consider
their approach to assessing individual
customer circumstances, thinking about
how they can best use the data available
to plan mitigation techniques accordingly.
Firms taking a proactive approach in this
area can ensure they treat their arrears
customers fairly from the moment they
begin to experience difficulty.

IN THE CLOUD
Computer technology has progressed at
an incredible rate. It really wasn’t that long
ago when we all managed to go about
our daily lives without the internet on our
phones. Today, it seems that everyone,
everywhere is constantly online, simply
unable to peel themselves away from
their devices, choosing to stay connected
during every waking hour.
The advances in mobile internet, app
creation and the power of our portable
devices means that we are never far from
the whole online experience that now
dominates our lives.
Who uses a traditional sat-nav these days?
We all marvelled at the clever Tom-Toms
and Garmins only a few years ago, but
today they are old hat, superseded by our
phones with live traffic alerts and clever
re-routing, all done with free apps like
Google Navigate.
But here’s the thing, like many apps that
we use every day, the clever stuff is all
going on in the cloud. Somewhere out
there, processors are crunching millions
of bits of data to ensure that you get
to your destination as fast as you can,
despite the heavy traffic on the M6 and
the accident on the A5.
When it comes to business software,
it wasn’t long ago that if you needed
something you’d either have to go into
the office or perhaps dial into it, hoping
that you could get a connection and that
someone hadn’t shut down your PC.
But now there’s the cloud. For many,
that’s changed everything. Gone from
the office are the servers and the
networks and the PC’s. In some cases,
gone too is even the office! Expensive
software packages, hardware and hefty
maintenance contracts have been
replaced by laptops, tablets, and even
phones. There’s a plethora of different
cloud systems and tools that change the
way we work, making it more convenient
and efficient to work from almost
anywhere in the world, whenever
we want to. As long as there’s an
internet connection, it doesn’t
really matter how powerful
or modern your device is,
because all of the work
is being done on
servers out there
in the cloud.

Businesses everywhere are responding
to the potential opportunity, providing
Application Programming Interface links
that allow their products or services to be
seamlessly integrated into cloud software
platforms. For example, rather than go
and get a credit report on an individual
directly from the credit reference agency,
it’s all done through your cloud platform.
Similarly, card payments and direct debits,
as well as the different ways that you
communicate with your customers can
all be incorporated into the one platform,
seamlessly and inexpensively.
Equally, by creating apps and using
permission restrictions, different
employees can have access only to what
is needed for their role. Good examples
might be telephone call handlers, able
to work from home, or home collectors
using an app in place of a traditional
round sheet. There can be many
opportunities for savings and flexibility,
and the right cloud system can be
tailored to fit the workflow and processes
of a business, rather than the business
having to fit the software.

means that cloud systems offer at least
the same resilience, and often better than
traditional software systems.
Cloud systems are still a relatively new
development, but it won’t be long before
it becomes the norm, and rather like that
old sat-nav, stand-alone IT systems will
increasingly become a thing of the past.

CLOUD
TECHNOLOGY
CHANGING THE
WAY WE WORK

An ever present concern is data security
and integrity. There are numerous
features and technologies that can
be built into a cloud platform to
provide for these concerns,
and third party vulnerability
testing helps to identify
any weaknesses. Never
say never, but as with
all risks, taking the
right approach
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PCP THE NEW PPI?
I WISH TO
MAKE A
COMPLAINT!

Following Bank of England concerns
about the level of consumer debt,
fuelled partly by the increase in Personal
Contract Purchase (PCP) contracts, the
announcement by the FCA in its 2017/18
Business Plan of its review of the motor
finance market will lead to much closer
scrutiny of how these products are sold.
THE KEY ISSUES
It is not just about ensuring product
suitability, it is about broker and lender
responsibility. Is the PCP product aimed
at the right customer?
The main concern is about affordability i.e.
more customers taking on commitments
with relatively low monthly payments
and inadequate consideration about
affordability as a whole, including the
final payment. However, ability to afford
the final payment only becomes an issue
under PCP if the customer does not return
the car at the end of the contract.
Those customers may have a long term
commitment which in reality they could
not have afforded from the outset.

FOS COMPLAINT DATA
ANNUAL REPORT
The Financial Ombudsman Services
has published its latest annual report
showing an overall reduction in
complaints about banks.
Chief Executive and Chief Ombudsman
Caroline Wayman said: “The most
striking story this year has been the rise
in complaints we’ve seen from people
having trouble with credit.
“It’s clear that financial difficulties and
financial exclusion remain significant
challenges for many people”.
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FEARS OF A MIS-SELLING SCANDAL
AFTER CAR LOAN COMPLAINT SURGE
Controversial car hire purchase deals are
now among the most complained about
consumer credit policies in Britain, new
figures show.
Personal contract purchase are often
offered with few financial checks,
allowing motorists to drive away in
new cars after paying as little as a
£319 deposit.
They are often sold by forecourt
salesmen, working on commission,
leading to concerns that this could lead

to the next major mis-selling scandal.
The 64% rise in complaints lodged with
the Financial Ombudsman Service (FOS)
comes as it emerged Britons spent £3.6
billion on car loan deals in March alone,
up 13% on the previous year.
Motorists can be offered loans worth
more than their own salaries under the
hire purchase agreements, which now
account for nine in ten car sales.
Irresponsible car loans are to be probed
by watchdogs amid suggestions drivers
should be made to pass affordability tests
such as those taken when negotiating
a mortgage.

HOW DESIGN AND SELLING
PROCESSES CAN PLAY THEIR PART
The more serious issue is about how these
products are designed and sold. Design is
primarily down to lenders, the sale of the
product is down to the dealer, although
lenders have a responsibility for ensuring
sufficient control over dealer processes to
ensure that customers are given the right
information at point of sale.
CAN LENDERS INCREASE
AFFORDABILITY CHECKS?
That is not to say that lenders cannot do
more to ensure that the products are only
sold to those who can truly afford them.
A forthcoming long awaited FCA review
on affordability checks may give lenders
clearer guidance on this subject.
PCP IS THE NEXT PPI?
PCP could provide rich pickings for the
claims management industry. Focus will
be on affordability, but misselling issues
will arise from other factors, particularly
from the fact that, because repayment
of a large part of the credit is being
postponed, these products will attract
higher interest charges over the life time

HIRE PURCHASE
Complaints about hire purchase policies,
the vast majority of which are about cars,
rose by 64% with 5,029 complaints in
2016/17 compared with 3,072 the previous
year, according to the FOS annual report.
The number of complaints had risen
by 73% the previous year, from 1,784 to
3,072. The policies were the third most
complained about consumer credit
product in 2016/17 after payday loans
and credit agency reports, which the FOS
reported had also risen.
PAYDAY LOANS
There were 10,529 complaints about
payday loans received by the service in
2016/17, compared with 3,216 in 2015/16.
More than 59% of payday loan complaints
were upheld by the ombudsman service in
consumers’ favour in 2016/17.

of the agreement. More fundamentally,
vehicle values and customer options will
be restricted by issues arising from the way
mileage is dealt with in the agreement.
SETTING CONTRACT MILEAGE
Explaining correctly how customer
mileage obligations apply not only in
contract documentation and pre-contract
explanations, but also at point of sale,
is the prime area of risk. It may not be
possible to challenge customer mileage
estimates, when setting contract mileage
but there should be an active policy of
discouraging underestimates. Dealers
should challenge customers on their
proposed usage as part of standard
pre-contract procedures.
Contractual terms should make clear how
mileage costs are calculated (if applicable)
in the event of early termination. Lenders
are restricted in the amounts recoverable
on a voluntary termination, so careful
drafting should be considered to take
account of these restrictions.
Explanations should set out clearly the
additional cost that could be incurred if
this estimate is exceeded and how those
costs compare to the normal financing

OVERALL
Overall, there were 25,984 complaints
about consumer credit products and
services in 2016/17, compared with 13,713
the previous year. Complaints about
catalogue shopping, debt collecting,
hiring leasing and renting, point of
sale loans, credit reference agencies,
guarantor loans, and logbook loans,
where the borrower’s vehicle is put up
as security, also increased year on year.
It follows a huge clamp down on payday
lenders in recent years, with firms now
having limits on the amount of times
they can roll a loan over and the amount
of interest they can charge, to stop
borrowers sinking into a debt spiral.
The Financial Conduct Authority recently
announced plans to put the high cost
credit sector under the spotlight. Despite
the surge in credit grievances, more
than half of the 321,283 new complaints

costs, stressing the importance of not
underestimating annual mileage.
END OF CONTRACT VALUES
Lenders must adopt a worst case
scenario approach to residual vehicle
values. A more realistic assessment of the
guaranteed future value may be needed.
However, customers must be urged to
form an independent assessment of that
value in good time, before the term of
the contract expires, to enable them
to make an informed decision about
whether to return the vehicle or make the
final payment. This may require clearer
communication before the end of the
contract on customer options. PCP may
in fact provide a more restricted choice
of end of term options as compared with
other products.
CONCLUSION
Whilst it is difficult to anticipate the
outcome of the forthcoming reviews,
by addressing product suitability and
improving affordability assessments and
excess mileage provisions now, lenders
can anticipate and prepare for any
enforced changes that may be imposed.

received by the FOS in 2016/17 related to
payment protection insurance.
Chief Executive and Chief Ombudsman
of the FOS, Caroline Wayman, said:
“Whilst payment protection insurance
continues to make up a large proportion
of the complaints we see, the most
striking story this year has been the rise
in complaints we’ve seen from people
having trouble with credit.
“For example, we’ve seen around three
times last year’s volumes of complaints
about payday loans. It’s clear that financial
difficulties and financial exclusion remain
significant challenges for many people.
The important thing is to speak up if
you’re struggling. Money is often very
complicated, and our job is to unravel
what’s happened and find a fair way to
put things right by looking at individual
complaints.”
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Bank of
England
financial
cap raising?
stability
BOE RAISES LENDERS’
REQUIREMENTS
report no 41 CAPITAL
DUE TO ‘POCKETS OF RISK’
The Bank of England has
published issue 41 of its
financial stability report,
and made related materials
(including slides) available
on its webpage.
The report sets out the
Financial Policy Committee’s
(FPC) view on the outlook of
financial stability in the UK,
as well as outlining the FPC’s
activities over the reporting
period, and the extent to
which its previous policy
actions have succeeded in
meeting its objectives.
For further details visit
www.bankofengland.co.uk
Source: Bank of England, June 2017

UK banks will have to raise
an extra £11.4bn in capital
requirements over the next
18 months after the Bank of
England’s Financial Policy
Committee (FPC) increased the
countercyclical capital buffer
rate to 0.5% with a further rise
to 1% expected in November.
The capital requirements
aim to make financial
institutions more resilient
to economic risks.
The FPC says current risks are
at a standard level but warned
of ‘pockets of risk that warrant
vigilance’ including a rapid
increase in consumer credit
and lending conditions in the
mortgage market.
Due to the increase in
consumer credit, the Bank
announced that it would be
bringing forward the assessment
of stressed losses on consumer
credit lending in its 2017 annual
stress test from November to
September. This, it says, will
help inform its assessment
of any ‘additional resilience
required against this lending’.
The FPC’s Financial Stability
Report also outlined ‘possible
financial stability implications’
of the United Kingdom’s
withdrawal from the European
Union. It believes the scenario
that would have the most
impact on stability is one in
which there is ‘no agreement
in place at the point of exit’.
Source: Financial Reporter

one mission
one bank
one way?

Inflation
climbs to
four year
high of 2.9%
Consumer Price Inflation (CPI)
rose to 2.9% in May, up from
2.7% in April, according to the
Office of National Statistics
(ONS).
CPIH, which the ONS are
now using as their headline
measure and which includes
owner occupiers’ housing
costs, shows a 12 month
inflation rate of 2.7%, up
from 2.6% in April.
CPIH is now at its highest level
since April 2012 while CPI is at
its highest since June 2013.
Inflation has now remained
above the Bank of England’s
2% target for four consecutive
months. Rising prices for
recreational and cultural goods
and services was the main
contributor to the increase in
the rate, with smaller upward
contributions from increased
electricity and food prices.
The Bank of England had
recently predicted that CPI
inflation would rise to a peak
of 2.7% in Q2 2017 before
falling to 2.6% in Q2 2018.

to swipe or
not to swipe

going up…
RATE RISE LIKELY TO
BECOME NECESSARY
Governor of the Bank of
England, Mark Carney, has
said that an increase in interest
rates is likely to become
necessary, despite voting to
hold bank rate at the latest
Monetary Policy Committee
(MPC) meeting, stating that
now is not yet the time.
Carney said: “some removal
of monetary stimulus is likely
to become necessary if the
trade-off facing the MPC
continues to lessen and the
policy decision accordingly
becomes more conventional.
“That depends, on the extent
to which weaker consumption
growth is offset by other
components of demand
including business investment,
whether wages and unit labour
costs begin to firm, and more
generally, how the economy
reacts to both tighter financial
conditions and the reality of
Brexit negotiations.
“When the MPC last met earlier
this month, my view was
that given the mixed signals
on consumer spending and
business investment, it was too
early to judge with confidence
how large and persistent
the slowdown in growth
would prove. Moreover, with
domestic inflationary pressures,
particularly wages and unit
labour costs, still subdued, it
was appropriate to leave the
policy stance unchanged at
that time.”
Other members of the MPC,
including Kristen Forbes and
Andy Haldane, said recently
that a gradual reduction in
monetary stimulus is now
warranted.

CONTACTLESS PAYMENT
FRAUD SOARS TO £7M

NAO REPORT ON BOE’S
PROGRESS DELIVERING
‘ONE MISSION, ONE BANK’
STRATEGY

a round table?

The National Audit Office
has published a report dated
12 June 2017 by the
Comptroller and Auditor
General on the Bank of
England’s progress delivering
their ‘one mission, one bank’
strategy.

From 1 July 2017 the finance
and banking industry will be
represented by a new trade
association, UK Finance.

Key facts:
• £120m initial estimated
cash cost of delivering the
strategy
• £72.9m cost of delivering
the strategy up to the end
of February 2017, including
reorganisation costs
• £94.9m forecast cost of
delivering the strategy up to
the end of February 2019,
including reorganisation
costs
• the number of staff working
for the Bank expanded from
2,045 in February 2012 to
4,108 in February 2016
• the expansion included 1,185
staff transferred to the Bank
as part of the creation of
the Prudential Regulation
Authority in April 2013.
This expansion had created
potential barriers to operating
as ‘One Bank’. Practical
differences (such as different
pay structures), along with
different underlying cultures,
made it difficult for staff to
move between different parts
of the organisation, and for the
Bank to foster an institution
that made best use of its
collective expertise.
Source: NAO, 28 June 2017

UK FINANCE LAUNCH

They will handle around
300 firms in the UK providing
credit, banking, markets and
payment related services. The
new organisation will take on
activities previously carried out
by a number of associations.
There will be a staggered
migration over the summer
from existing trade body
premises at various locations
across London to their new
City location at Angel Court,
near Bank.
Their new IT infrastructure will
also be phased. UK Finance
email addresses (firstname.
surname@ukfinance.org.uk)
go live from 3 July, but old
email addresses will redirect to
the new ones so there should
be no disruption. Existing
phone numbers will continue
to work as normal.

The amount of money stolen
from contactless bank cards
and mobile devices has soared,
it has emerged. Contactless
cards can be used for
transactions of up to £30.
Almost £7m was taken in 2016,
compared to £2.8m in 2015,
according to Financial Fraud
Action UK.
In the same period, contactless
spending rose from £7.75bn
to £25.2bn.
During the recent sentencing of
fraudster, a judge commented
that technology, which does
not require a PIN, is making life
too easy for criminals.
Gareth Shaw, money expert
with consumer group Which?
said: “there are still questions
around the security of these
cards. Card companies must
be responsible for striking
a better balance between
convenience and security”.

ahead of
the game…
DEBIT CARDS SET TO
OVERTAKE CASH IN 2018,
THREE YEARS EARLIER
THAN EXPECTED
Rapid growth in the use of
contactless cards means
cash will be overtaken as
Britain’s most frequently used
payment method by the end
of 2018, according to a new
report published 25 May 2017
by Payments UK. This latest
forecast still does not herald
the demise of cash, even in ten
years’ time it is still expected to
make up 21% of all payments.
There were nearly 2.9 billion
contactless payments in the UK
in 2016, more than 2.7 times
more than in the previous year.
Contactless payments made
up 7% of the total number of
payments in 2016, with the
continued growth meaning
that by 2026 more than 27%
of payments in the UK are
expected to be contactless.
By 2018, when debit cards are
forecast to overtake cash, 13.4
billion debit card payments are
predicted, of which 4.6 billion
are expected to be contactless.
Cash is expected to be used
for 13.3 billion payments in
2018, meaning it won’t be the
most frequently used payment
method for the first time.
Adrian Buckle, chief economist
at Payments UK, said: “This is
a significant shift but it’s vital
to note that even in the face
of this change, we believe
any claims the UK will soon
become a cashless society are
wide of the mark. In ten years’
time, we will still be using cash
for one in five payments in the
UK, even as mobile payments
and other innovations provide
ever greater choice about
how to pay.”
Source: Payments UK

Source: Financial Reporter
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slow on
the uptake?
MLD4 - SMALLER FIRMS RISK
NASTY SHOCKS FROM THE
REGULATOR
26 June 2017 was the
implementation date for the
fourth EU Money Laundering
Directive (MLD4). Are
preparations up to scratch or
will there be a flurry of FCA
fines? John Marsden, head
of ID and fraud at Equifax
comments:
“The rise in high profile
fines for failing to maintain
money laundering defences
proves that this issue is a key
regulatory priority. Financial
penalties for big players have
pushed other industry giants to
get their anti-money laundering
procedures in shape. Aware
that they’ll be in the FCA’s
firing line, many big financial
institutions will be ready to
face a regulatory assessment
of their MLD4 compliance
processes.
“The same can’t be said for
smaller firms, where many have
been slower on the regulation
uptake. It’s arguably unfamiliar
territory for the FCA to hone in
on smaller businesses, but with
anti-money laundering so high
on the agenda economically
and politically, this time could
be different. While a traditional
approach would target the
bigger banks, smaller financial
institutions could be subject to
a series of warning shots in the
form of audits, investigations
and sanctions, should the
regulator suspect they are
failing to comply with MLD4.
As a final step, a hefty fine
could be issued which would
have a significant financial
impact on smaller businesses.
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between a
rock and a
hard place?
FCA DENIES PLANS TO END
PAYDAY LOAN PRICE CAP
The Financial Conduct
Authority has denied claims
that it will lift the price cap on
short term or payday loans.
The cap was introduced in
2015 following criticism from
politicians and the Church of
England, and limits interest
charged on loans of 30 days
or less to £24 per £100 loaned.
In November last year the
FCA announced a review into
whether the cap had pushed
borrowers toward illegal loan
sharks. It said a decision based
upon this consultation will be
made in late summer.
An FCA spokesman said:
“This does not reflect our
position. The FCA’s review of
high cost credit, including the
effects of FCA regulation on
the payday lending market, is
continuing and we will publish
a feedback statement later in
the summer setting out our
views and next steps.”
In the first six months of the
the loan cap being introduced
800,000 fewer people took
out a high cost short term
credit when compared to a
year previously, according to
FCA figures.

power to
the people…

in the
driving seat
GOODS MORTGAGE BILL
TO REPLACE BILLS OF
SALE ACTS
On 21st June 2017 the Law
Commission welcomed plans
to close a legal loophole which
means buyers of second hand
vehicles are at risk of having
them repossessed due to
unfair logbook loans.
As part of plans to make
the country fairer the
Government has announced
it will act on Law Commission
recommendations to scrap
the outdated Victorian era Bills
of Sale Acts. They will now be
replaced with a new Goods
Mortgage Bill. The Bill will:
• increase protections to
borrowers who have taken
out a mortgage on goods
that they own, such as their
car (so called logbook loans)
• ensure borrowers are better
informed about their loan
and provide safeguards if
borrowers get into financial
difficulty.

compare and
contrast?
NEW PAYDAY LOAN
REGULATIONS COME
INTO FORCE
New payday loan regulations
came into force in May,
requiring all online lenders
to advertise on at least one
price comparison website.
The new rules are the result
of an investigation by the
Competition and Markets
Authority (CMA), published
in February 2015.
Lenders are also required to
display prominently a link on
their own websites to a price
comparison site. The industry
has already complained about
the increasing regulations.
Following a separate
investigation, the Financial
Conduct Authority imposed a
cap on payday loan costs from
the start of January 2015. The
CMA says the new rules will:
• allow customers to compare
loans more easily, to
establish the best value
• give borrowers a clear
explanation of fees and
charges, making it easier to
establish the cost of missing
repayments
• make it easier for new
lenders to compete with
existing players on price.

a new leaf

INFORMATION
COMMISSIONERS OFFICE
(ICO) POWERS INCREASE

FCA POWERS EXTENDED

A host of proposed new laws
designed to prepare the U.K.
for a smooth and orderly
departure from the EU were
announced in the Queen’s
Speech. One of these 24 bills
relates to data protection, and
extends the powers of the ICO.
The Data Protection Bill:

• establishes a new statutory
body, accountable
to Parliament, with
responsibility for
coordinating the provision
of debt advice, money
guidance and pension
guidance

• gives people new rights
to ‘require major social
media platforms to delete
information held about them
at the age of 18’
• allows police and judicial
authorities to continue
to exchange information
quickly and easily with the
UK’s international partners
in the fight against terrorism
and other serious crimes
• modernises and updates the
regime for data processing
by law enforcement
agencies. The regime
will cover both domestic
processing and cross border
transfers of personal data
• updates the powers and
sanctions available to the
information commissioner.

The Financial Guidance and
Claims Bill, outlined in June:

• enables the body’s activities
to be funded through
existing levies on pension
schemes and the financial
services industry
• transfers the regulation of
claims management services
to the Financial Conduct
Authority, and transfers
complaints handling
responsibility to the Financial
Ombudsman Service
• ensures the Financial
Conduct Authority has
the necessary powers
to implement a claims
management regulatory
regime. This will include a
new power that will allow
the Financial Conduct
Authority to cap the fees
that claims management
companies charge
consumers, as well as
ensuring a more robust
authorisation process for
new companies who wish
to enter the market.
The government says 76%
of the public do not believe
that claims management
companies tell the truth to
their customers, and 23% of
such firms faced regulatory
intervention in 2014/15.
The Bill will also establish a
new single financial guidance
body that will replace three
existing providers of publicly
funded financial guidance,
the Money Advice Service,
The Pensions Advisory Service
and Pension Wise.

National Audit
Office Annual
Report and
Accounts 2016-17
Amyas Morse, head of
the national audit office
comments:
“The past year has been
marked by a great pace of
change in the public sector.
With ongoing challenges to
the financial sustainability
of public services, we have
seen government trying to do
more with fewer resources
by delivering services in a
different way, through greater
delegation to local bodies,
partnerships with the private
and third sectors and with
transformation projects with
large digital components.
This level of change brings
opportunities for efficiencies
but also challenges to
accountability and securing
value for money. At the
same time, government’s
commitments to major
infrastructure projects and
the UK’s decision to leave
the European Union require
the Government to carefully
prioritise resources.
“We have responded to these
challenges by thinking flexibly
about the outputs of our
work and how we report to
maximise the value we add.
We have improved our
influence by engaging in new
ways with those we audit
and being more responsive
in tailoring our work to
the audience with shorter,
focused work. Increasingly,
we are engaging in ‘value
management’, which means
it is now common practice
for us to take an ongoing
approach to engaging with the
bodies we audit and managing
the value our work brings”.

managing risk
UK ORGANISATIONS SET
SIGHTS ON AFFORDABILITY
AND UNSTRUCTURED
DATA TO IMPROVE THE
CUSTOMER EXPERIENCE
86% of risk leaders are eyeing
high quality affordability data
as an opportunity to improve
overall customer experience.
Research from Callcredit
Information Group reveals
unstructured data, such as
social media, socio-economic
data including age, and
socio-demographic data, such
as geography, are at the top
of the list of data sources
that experience leaders are
accessing to optimise the
customer journey.
The findings, which form part
of Callcredit’s New Affordability
Report, highlight that risk
professionals are looking
beyond meeting compliance
requirements and treating
customers fairly commitments
when it comes to maximising
the insight available to them
and improving customer
management.
Managing Director, Credit
and Marketing Data, Steve
McNicholas said: “It’s also
encouraging to see that
organisations are exploring
increasingly diverse data
sources as part of the
customer experience and risk
management process. But,
with so much now available,
the challenge is in translating
this into useful insights that
truly enhance the customer
journey and risk management.
Combined with regularly
evaluating and updating
affordability assessment, will
help to protect and strengthen
relationships with customers
in the long term.”
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FCA launch
second set of
‘Now You Are
Authorised’ videos
In June, the Financial
Conduct Authority (FCA)
published the second
set of videos for newly
authorised consumer
credit firms.
These videos explain how
firms can find out about
their responsibilities now
they are authorised, how
to make changes on the
Connect system and
how to apply our rules in
practice.
They can be found on the
FCA website at: fca.org.uk

face to face
FCA LIVE & LOCAL REGIONAL
PROGRAMME RETURNS
Following the success of their
first Live & Local regional
programme in 2016/17 the FCA
have launched the first part of
their 2017/18 programme.
Having listened to delegate
feedback they are changing
the structure of this year’s
programme. From July 2017,
they are travelling across the
UK with a series of events for
regulated firms. They will visit
each region more than once
during the programme to give
firms more opportunity to
attend a variety of events.
While a regular schedule
of events is aimed at retail
investment and general
insurance firms, they will
also hold ad-hoc events for
various sectors that their
Chairman and members of
their Executive Committee
will attend. Additionally, they
will hold events focusing
on priorities set out in their
business plan.
The first set of events will
run from July to September.
They will announce events
taking place from October
to December in the coming
months. All July, August and
September events are now
open for registration. Find
further information on the Live
& Local page on their website.
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vulnerable
values

honesty
and clarity
FCA ENTERPRISE ACT
ANNUAL REPORT 2017

foundations of
good practice
NEW FCA CYBER SECURITY
GUIDE FOR FIRMS
The FCA has designed the
guide to help firms, particularly
smaller businesses, become
more resilient to cyber attacks
and to respond appropriately
to cyber incidents. The FCA
has seen a significant increase
in the number of material
cyber incidents reported to
it over the last three years,
from five incidents in 2014,
to 90 incidents in 2016.
This trend shows no sign of
slowing down. By outlining the
foundations of good practice,
the FCA hopes the guide will
help firms to review their
approach to cyber security.
More specifically, the guide:
• helps firms develop their
cyber security strategy by
identifying potential areas
of strength or weakness
• provides some useful
questions to ask about
the way firms manage
and protect their people,
processes and technology
• explains when firms may
need to report a cyber
incident, how to report it,
and to whom
• sets out how to link with
the UK networks for sharing
threat information.
Source: FCA, 22 June 2017

The FCA has published its
Enterprise Act Annual Report
2017. This provides information
that the FCA has to disclose
under the Small Business,
Enterprise and Employment
Act 2015 (amended by the
Enterprise Act 2016). They state:
“To deliver our objectives,
Parliament has given us a
range of tools. It has also
given us independent powers
to make decisions about how
best we should use these tools.
We can use them to serve
the public interest in different
ways, and are targeted when
we decide when, where and
how to act.
“Regulation is not cost free.
The FCA is funded by fees
paid by market participants,
and both direct and indirect
regulatory costs are likely to
be passed on to individuals
and businesses through
higher prices.
“So our aim is to use tools
efficiently and cost-effectively,
in a way that delivers the
greatest value to the public.
The Mission also highlights
the importance of measuring
regulatory effectiveness and
increasing transparency of
our decisions.”
Source: FCA, 23 June 2017

sand castles…
FCA UPDATE ON
REGULATORY SANDBOX
On 15 June, the Financial
Conduct Authority (FCA)
provided an update on its
regulatory sandbox and
unveiled the list of firms
that were successful in their
applications to begin testing
in the second cohort of the
sandbox. The regulatory
sandbox is part of Innovate, an
initiative kicked off in 2014 to
promote competition in the
interest of consumers.
Cohort Two
The FCA received 77
submissions for the second
phase of the regulatory
sandbox, more than applied
for cohort one. 31 applications
met the sandbox eligibility
criteria and were accepted
to develop towards testing.
The current cohort consists
of the 24 firms that are ready
to begin testing shortly. Tests
will be conducted on a short
term and small scale basis
and the FCA has worked with
the sandbox firms to agree
testing parameters, building in
consumer safeguards. Seven
firms were not ready to begin
testing and may be part of
cohort three.
The range of firms testing
in the second cohort is
diverse, covering a variety of
geographies and sectors. In
the sandbox’s first phase, the
majority of firms were based in
London with a small number
from other parts of the UK.
As the FCA looks to increase
its regional engagement in
emerging FinTech hubs, the
proportion of regional firms
is higher in this cohort.

a right piece spikey…
of kit…
UPWARD SPIKE IN BAD DEBT
ICO DATA PROTECTION
SELF-ASSESSMENT KIT
FOR SME’S
Good information handling
makes good business sense,
and provides a range of
benefits.
The Information
Commissioners Office has
produced a data protection
self-assessment kit to help
companies enhance their
business’s reputation, increase
customer and employee
confidence, and ensure
that personal information is
accurate, relevant and safe.
the kit includes registration,
fair processing, subject access,
data quality, accuracy and
retention.

The ‘TDX Group Consumer
Debt Report 2017’ reveals that
over a quarter of Brits fear
they may not be able to keep
up with repayments on their
personal debt. The online
survey, conducted by YouGov,
also found:
• unsecured personal debt
now tops average monthly
earnings
• 28% of Brits fear they may
not be able to keep up
repayments on personal
debt
• 49% owe money to more
than one organisation
• 18% are worried their pay
might fall back.
With little to no savings buffer,
many are planning to cope
by changing job or taking on
a second job. This makes it
harder than ever for creditors
to gain a comprehensive view
of their customers’ financial
circumstances in order to
responsibly recover money
owed.
Although less than one in
ten would seek help from a
company/lender they owe
money to if they needed
financial help, the report
revealed that consumers are
looking for businesses to be
supportive and offer practical
solutions to any financial
difficulties they encounter. The
cost of getting it wrong could
be substantial to businesses.

opening
the door
PSR PAVES THE WAY FOR
COMPETITION IN PAYMENT
SYSTEMS INFRASTRUCTURE
On 20 June, the Payment
Systems Regulator (PSR)
published its final decision
confirming reforms to UK
payment systems infrastructure
to deliver better and more
innovative services for
customers. This follows a
review published in December
2016 of the way payment
systems infrastructure is
procured and provided.
In its review, the regulator
found there is no effective
competition in the provision
of central infrastructure for
the main UK retail payment
systems, Bacs, Faster Payments
and LINK. To promote more
competition the regulator
requires that industry
implements two remedies
to help deliver change and
improvements for users.
Those remedies are:
• to undertake a competitive
procurement process for
future central infrastructure
contracts. This will
ensure fair, open and
transparent procurement
of central payment systems
infrastructure and will enable
new technology providers to
enter the market and drive
new and innovative products
and services
• to adopt a common
international messaging
standard for Bacs and Faster
Payments to lower barriers
and encourage new entrants
to the market.
The PSR expects the industry
to start preparations for
its procurement exercises
immediately so that users of
payments systems, including
consumers, can see the
benefits from 2020. Faster
Payments has already adopted
common messaging standards.

NEW GUIDE PUBLISHED
TO SUPPORT LENDING TO
VULNERABLE CUSTOMERS
A new guide that helps finance
providers identify and support
customers in vulnerable
situations during the credit
application process was
launched on 14 June 2017.
Developed by the University
of Bristol’s Personal Finance
Research Centre (PFRC),
Vulnerability: a guide for
lending, uses the experiences
of 1,666 staff across 18 finance
providers to address the issues
they face when managing
credit applications from
vulnerable customers.
The guide focuses on
supporting customers with
a mental capacity limitation
that may affect their decision
making abilities. A new
protocol, BRUCE, has been
designed to help staff look for
clues in a customer’s behaviour
or speech which could indicate
a problem with remembering,
understanding, communicating
or evaluating the credit options
being discussed, and the
customer making a decision
about entering into a credit
agreement.
Stephen Sklaroff, director
general of the Finance
and Leasing Association,
said: “Vulnerability: a guide
for lending, offers the
industry a comprehensive
set of measures to support
customers who are applying
for credit - whether face to
face, over the phone, through
an intermediary or online. This
guide, and the parallel report
on debt collection published
in March, provide the industry
with an effective way to help
identify and support vulnerable
customers across the full
credit cycle.”
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bricks and
mortar

a bird in
the hand…

RETIRED HOMEOWNERS
EARN £127 BILLION IN A
YEAR FROM THEIR HOUSES

FINAL SALARY PENSION
MEMBERS DON’T WANT TO
LOSE GUARANTEED INCOME

Total mortgage free property
wealth owned by over 65s,
is now worth £1.054 trillion,
according to Key Retirement’s
Pensioner Property Index.

More than eight out of ten final
salary scheme members have
not considered transferring
their pensions to defined
contributions with fears
about making a mistake and
losing guaranteed income
the major barriers to moving,
new research from Prudential
shows.

The index, which tracks the
amount of equity held in
property by people over
65 years old in Great Britain,
found the following:
• retired homeowners earnt
more than £2,400 a month
from their property last year
• more than £127 billion
has been added to the
property wealth of over
65 homeowners, despite
the recent downturn in the
housing markets
• East Anglia saw the biggest
growth in the past year, and
retired homeowners in the
region are now £56,138
better off, the equivalent of
nearly £4,700 a month.
The long term success story
of property ownership is
underlined by Key’s index.
Since the group started
analysing over 65s housing
wealth in 2010 retired
homeowners have seen
growth of 35% or £274 billion.
Owning a home has been
worth around £62,000 over
the past seven and a half years.
The long term financial
benefits of owning a house is
underlined by average equity
release payouts of £73,610,
and as much as £117,000
in London.
However Key’s index shows
property prices across all the
regions monitored have fallen
in the past three months.
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a rainy day
NEW PENSIONS
INVESTMENTS UP 37%
IN Q1 2017
Analysis from Equifax
Touchstone, shows that new
pension investments (excluding
transfers) jumped by over a
third during Q1 2017, rising to
£6.8 billion from £5.0 billion in
Q4 2016. New inflows for the
quarter were more than twice
as high year on year, increasing
by 55.4% on Q1 2016.
According to the data, which
covers more than 90% of the
UK’s leading life and pensions
companies, total pension
investments including transfers
for Q1 2017 reached £12.4
billion, up by 30.3% on the
previous quarter. The quarterly
figures highlighted ongoing
investor desire to switch to
products that better suit their
retirement needs, as transfers
across all products rose by
23.3% to £5.6 billion.
Q1 2017 SIPP inflows stood
at £3.0 billion, an increase
of 16.6% on Q4 2016. Total
SIPP sales for the quarter were
up 25.0%.
John Driscoll, director at
Equifax Touchstone, said: “It’s
encouraging to see such a
positive start to 2017, well up
on levels seen in 2016. Growth
in pension inflows has proved
resilient to political uncertainty
and it will be interesting to see
if concerns about whether
stock markets are due a
correction will start to impact
inflows for the rest of the year.”

Its study of final salary, defined
benefit scheme members
found 29% would not transfer
because they feared getting it
wrong while 20% are worried
about giving up the guaranteed
income available from a
defined benefit scheme.
Just 34% are aware that transfer
values are currently high.
Figures indicate that a 64 year
old entitled to a final salary
pension of £10,000 a year
could cash it in for a lump sum
of around £235,000. Defined
benefit schemes in the UK have
nearly 11 million members who
could potentially transfer their
benefits. The major reason for
moving, the research found,
was control over access to
funds rather than the high
transfer values.
On 21 June, the Financial
Conduct Authority published
new proposals on advice
relating to pension transfers
where consumers have
safeguarded benefits, primarily
for transfers from defined
benefit to defined contribution
pension schemes.

nowhere
to hide
PENSIONER INCOMES TAKE
A 30% TAX HIT
Retired households paid an
average of £7,400 or 30% of
their income, in tax last year,
according to new analysis
from Prudential. Other
highlights include:
• the total tax bill from retired
households was £52.7 billion
according to ONS figures for
the 2015-16 tax year
• the annual average tax bill
rose by around £400 in the
last 12 months increased
total pensioner tax take by
around £1.7 billion however
pensioner incomes rose
by £1,200 during the
same period
• the average retired
household paid around
£1,970 in income tax in
2015/16 compared with
just over £1,700 in the
previous tax year
• 2015-16 pensioners paid a
slightly lower proportion of
their income in taxes than
those who were still working.
Stan Russell, a retirement
income expert at Prudential,
said: “No longer working
doesn’t mean you’ll no longer
be paying taxes, and many
retired people will still need to
consider income tax bills as
well as all the other indirect
taxation on expenditure that
they will continue to face
when they give up work.
“People planning to give up
work should make sure they
don’t underestimate the impact
that tax will have on their
income in retirement.”

May mortgage
sales soar by
£3.4bn
Mortgage sales for the UK
increased by £3.4 billion in
April, up 25.4% on the previous
month, according to Equifax
Touchstone analysis of the
intermediary marketplace.
Buy-to-let figures jumped
26.1% to £2.7 billion, with
residential up 25.2% to £14.3
billion. Overall, mortgage sales
for the month grew to £17.0
billion. Every region across the
UK witnessed growth in sales.
John Driscoll, director at
Equifax Touchstone, said:
“Following weak figures
last month, prompted by
government intervention to
cool buy-to-let property sales
and election uncertainty,
mortgage sales have
rebounded in quite spectacular
fashion, hitting a monthly high
for 2017 of £17 billion, with
every single region experiencing
notable growth. The outlook for
the market however remains
murky as issues such as political
uncertainty linger, but we could
see this sales boost continue
into the summer months.”

FCA publishes
final report
into asset
mind the gap… management
sector
RETIREMENT INCOME
GENDER GAP GROWS
BY £1,000

Women retiring in 2017 will
be £6,400 a year worse off
than men, according to new
research from Prudential.
The gap between women’s
and men’s annual average
expected retirement incomes
in 2017 has grown by £1,000 in
the last year, reveals this year’s
annual Class of 2017 study.
Other key findings show:
• women this year expect an
average annual retirement
income of £14,300, which
is the second highest on
record although slightly
down on the £14,500 for
those retiring in 2016
• as women’s incomes
stagnate, men’s expected
retirement incomes have
shown a fifth consecutive
year of growth. Men retiring
this year expect an annual
retirement income of
£20,700 to £900 a year
more than last year
• despite the lower income,
this year’s female retirees
are feeling slightly more
confident about their
finances, with 50% saying
they are financially well
prepared for retirement,
compared with 48% in 2016.

On 28 June the Financial
Conduct Authority (FCA)
published the final findings
of its asset management
market study and announced
the package of remedies it
will take forward to address
the concerns identified in its
interim report into the sector.
Andrew Bailey, chief executive
at the FCA said: “The asset
management sector is
important to the economy,
managing the savings of
millions of people and in
the current low interest
environment it’s vital we help
people earn a return on their
savings. We need a competitive
sector, attracting investment
into the United Kingdom which
also works well for the people
who rely on it for their
financial wellbeing.”
The final report found that
price competition is weak
in a number of areas of the
industry. Despite a large
number of firms operating in
the market, the FCA’s analysis
found evidence of sustained,
high profits over a number of
years. The FCA also found that
investors are not always clear
what the objectives of funds
are, and fund performance is
not always reported against an
appropriate benchmark. The
remedies the FCA are taking
forward fall in to three areas:
• to help provide protection
for investors who are not
well placed to find better
value for money
• to drive competitive pressure
on asset managers
• to help improve
the effectiveness of
intermediaries.

keeping an
eye out
The Money Advice Service has
published eight tips to help
consumers identify whether
a friend is in debt, following
BBC research that up to 10% of
the population have difficulty
admitting they are in financial
difficulties. Signs to watch out
for include:
• people have been in debt
in the past
• they have recently had a life
event, such as a new baby,
being made redundant, or a
divorce
• they are living beyond their
means, and always buy new
gadgets or clothes
• they are spending less time
socialising with their friends
• they are starting to hide
issues, and avoid talking
about finances
• they have reduced, or
increased, the amount
they are spending
• they seem tired, or are
having trouble sleeping
• they have put on weight,
or lost it.
The Money Advice Service
(MAS), which is backed by
the Government, says that
getting debt advice can make
a big difference to people’s
lives. While personal debt has
been falling over the last few
years, borrowing has been
increasing. Incomes are also
being squeezed. Since April
inflation has been higher than
the growth in wages. In May
the Consumer Prices Index
(CPI) showed annual growth of
2.9%, while wages are currently
increasing by 2.1% a year.
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CCTA TRAINING PROGRAMME 2017
Our 2017 training programme is now well under way.
This year we are offering five courses in three different
venues. Full details are available to view on our website,
www.ccta.co.uk:
COURSES:
Being Regulated by the FCA
Approved Persons, Current & Future Regimes (FCA)

CCTA BRIEFING SEMINARS 2017
MEMBERS ONLY

Treating Customers Fairly (FCA)

These events aim to provide in depth information
and clarity around current major issues facing our
industry. They offer an open debate forum with formal
presentations, Q and A sessions, and include legal and
regulatory updates.

Supervision & Reporting (FCA)

Wednesday 13 September (London)

Complaint Handling, Reporting & Publication
(FCA/FOS)

VENUES:
Manchester
London
Birmingham
If you have any questions please email:
training@ccta.co.uk or call the office on:
+44 (0) 1274 714959

You can book online from the member
only section of the website:
www.ccta.co.uk

Our annual conference is a recognised industry date for your
diary. In a relaxed and friendly atmosphere, this event delivers
an impressive line-up of regulatory and industry speakers and
a comprehensive mix of delegates and exhibitors.
In 2017 CCTA will be working to ensure business models of all
shapes and sizes are recognised, represented, heard and reflected
in relevant regulation. Our heart lies in protecting the consumer
whilst safeguarding firms, jobs and the future viability of an arena
striving to provide modern and innovative products.

If you have any questions please email:
events@ccta.co.uk
or call the office on:
+44 (0) 1274 714 959

We understand the impact of relentless market disruption,
and offer solutions, innovation and a three year direction plan,
to a more settled industry.
This conference provides a perfect opportunity to illustrate and
expand our thinking. The open workshop forum encourages
active involvement, whilst the presentation pack and attendee
list ensure guests have the full picture.

SPONSORS
AND EXHIBITORS

for sponsorship and
exhibitor packages please
contact us on
+44 (0) 1274 714959
or email
events@ccta.co.uk

2017 DELEGATE PRICES
NEW MEMBERS
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Funeral Safe Ltd
Ipswich

LeadsMarket.com LLC
USA

Nosco Systems Ltd
Pontypridd

GR Finance Ltd
Hartlepool

CCTA MARKETING
OPPORTUNITIES 2017
The 2017 marketing brochure is now available to
view on our website. It contains full details of all the
opportunities we offer.

NEWLY AUTHORISED MEMBER

If you are not already on our mailing list, and would like
to be added, please email: marketing @ccta.co.uk

Short Term Finance

If you have any questions, call the office on:
+44 (0) 1274 714959

Morses Club

PACKAGE PRICE
FULL EVENT 15% SAVING
conference, gala dinner and
accommodation on 2 November

MEMBER

NON-MEMBER

£428

£504

INDIVIDUAL PRICES		
CONFERENCE
conference delegate place
£210
GALA DINNER
gala dinner and champagne reception
£145
ACCOMMODATION
standard double room, per night
£120
note: all prices excluding VAT		

£260
£180
£120

NOTTINGHAM
BELFRY HOTEL
2 NOVEMBER
book online at...
www.ccta.co.uk
need help?
+44 (0) 1274 714959
events@ccta.co.uk

NOT AN ECHO

Tuesday 12 September (Leeds)

THE VOICE
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RMOO
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N

REMAINING 2017 DATES:

CCTA CONFERENCE 2017

BE A VOICE
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An Introduction to the
Motor Ombudsman

Massive Increase in Consumer CCJs
in Quarter 1 2017

Limitations on Debt Permissions

Recently launched, The Motor Ombudsman (TMO) is the
impartial dispute resolution body focussed on the automotive
sector. TMO self regulates the automotive sector through various
codes of practice which are approved by the Chartered Trading
Standards Institute Consumer Codes Approval Scheme: Vehicle
Sales Code, Vehicle Warranty Products Code, New Car Code,
and the Service and Repair Code.
Nearly 8,000 businesses are accredited to one or more of
the codes. These include franchised dealerships, independent
garages, warranty product providers and vehicle manufacturers.
When something goes wrong between an automotive sector
business and a consumer, and provided that business is
accredited, the matter can be referred to TMO. The service is
free and gives both parties the opportunity to resolve a dispute
without becoming engaged in expensive and protracted court
proceedings.
The business has eight weeks to respond to a consumer
complaint. After the eight week period has elapsed, consumers
can complain to TMO.
The establishment of a Motor Ombudsman means that the
automotive sector has its own way of resolving disputes and
complaints with consumers. Since TMO is the subsidiary of
Society of Motor Manufacturers and Traders 99% of new car
sales are covered.
If they have not already done so and they wish to take advantage
of the services offered, businesses should familiarise themselves
with TMO via its website (www.motorombudsman.org), seek
accreditation, deal proactively with complaints raised by
consumers and reply to the consumer within eight weeks of
the complaint being made if the Motor Ombudsman becomes
involved, and cooperate fully with the ADR process.

The recent CCJ statistics published by Registry Trust for the first
quarter of 2017 have created quite a stir, with articles appearing
in broadsheets such as the Guardian. The figures themselves
are worrying, with almost 300,000 consumer CCJs, the highest
number for a decade, being granted in quarter one of 2017.

QUESTION: I’m a broker who has full permission to engage in debt adjusting
and debt counselling so that I can help my customers reschedule existing
debt as part of a new finance agreement. I’ve heard the FCA has announced
some changes to these permissions for brokers, what are they?

POTENTIAL IMPACT ON MOTOR FINANCE
The vehicle sales code says: ‘An accredited business will meet
its obligations to you under the Consumer Rights Act 2015.
When you acquire the vehicle on finance your contract may
be with the finance company and therefore you should always
notify them of any problems you have if the accredited business
is unable to assist you directly. If a contract is with a finance
company they will have their own complaints process and will
advise you of your right to refer the matter to the Financial
Ombudsman Service where appropriate’.
Motor finance companies appear to have a route to initiate
a discussion with their dealer suppliers about whether TMO
can play a role even where the vehicle is on finance. A word
of caution here, advice should be taken about the interplay
between a consumer’s rights under the scheme, and through
FOS, and your general approach in line with your regulatory
obligations.
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CCJs against consumers Q1 2017, compared to Q1 2016:
• total:
298,901 - up 35%
• value:
£477m – up 13%.
Whilst the figures might seem shocking they should not come
as a surprise to anyone who has been monitoring recent
trends. CCJ volumes have been increasing steadily over the last
year culminating in this ten year high.
A number of different theories have been put forward in the
media to try and explain the increase. The rise of PCP deals,
defaulted pay day loans, large batches of debt approaching
the six year statute barred point.
Whilst these may all be factors to some extent, the two most
likely drivers behind the increase are perhaps over borrowing
by consumers and a shift in strategy by creditors.

ANSWER:
The FCA has announced changes to the limitations that full permission credit brokerage firms require if they also hold
debt permissions.
Like you, most brokers typically apply to engage in debt adjusting and debt counselling when applying for permission. During the
2014 to 2016 application process the FCA gave these firms the option of applying for a limitation on their permissions that limited
them to debt adjusting/counselling ‘with no debt management’.
Over the course of the 2014 to 2016 authorisation process however, the FCA appears to have revised its interpretation of the
term ‘debt management’, specifically the meaning of ‘debt solution’ when referring to debt management. This new interpretation
seemingly includes within the meaning of ‘solutions’, situations where a credit broker assists a customer in rescheduling an existing
debt under a new agreement.
As a result of this repositioning, the FCA has announced new limitations. Firms need to review their activities and decide whether
their current permissions require one of the new limitations to be added. The new limitations are:

OVER BORROWING BY CONSUMERS
This seems to be the most common line of thought being
advanced, with many pointing to the spike in household
spending over the last two years being fuelled by extra
borrowing. Increased lending by banks, motor finance
companies, credit card firms and shops offering interest free
credit have all been cited as possible contributory factors.

• for firms involved in asset finance with permission for either Debt Adjusting or Debt Counselling, limited to the sale of goods.

SHIFT IN CREDITOR STRATEGY
The statistics certainly, however, reflect an increased willingness
by creditors, including debt purchasers, to use litigation more
frequently.
It seems clear that creditors are becoming more comfortable
in relation to the issue of forbearance and are realising that,
in certain cases, a court action and judgment can be an
appropriate and fair customer outcome and also
a potentially effective method of encouraging payment.
It will be interesting to see how the introduction on 1 October
2017 of the pre-action protocol for debt claims affects these
statistics in England and Wales but, in the meantime, it wouldn’t
surprise me to see the numbers of CCJs continue to rise.

• for firms not involved in asset or vehicle finance, limited to no debt management plans.

This permission is limited to firms that are engaging in debt adjusting and/or debt counselling that is provided in connection with
the whole or partial settlement of credit agreements in relation to the sale of goods
• for firms involved in vehicle finance, limited to the settlement of vehicle finance.
This permission is limited to firms that are engaging in debt adjusting and/or debt counselling that is provided in connection with
the whole or partial settlement of credit agreements for vehicle finance.

This is a generic limitation for firms engaging in debt adjusting and/or debt counseling that are not providing debt management
plans and are not covered by either of the other two limitations.
If one of the new limitations applies, firms with permission to engage in debt adjusting and/or debt counselling can change the
relevant limitation by emailing the FCA. A full variation of permission will not be required, and the FCA has advised that there will be
no charge for this alteration to the firm’s permission.
If these changes result in a firm being categorised as a ‘debt management firm’, additional requirements may however also apply.
The most significant of these concerns approved persons, as a debt management firm requires a CF10 (Compliance Oversight
Function) approved person to be appointed. Firms should therefore seek guidance as to whether this is necessary and the steps
required to effect such a requirement.
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Durable Medium - Recent Developments

Who can we Trust with our Reputation?

Cyber Attack - Protect your Business

VAT on Chameleons

In January, the EU Court of Justice published its judgement in
the BAWAG case. It considered whether prescribed Payment
Services Directive (PSD) information being communicated to
customers via a secure online banking inbox had been ‘provided’
to them in a ‘durable medium’.
More businesses are using digital solutions as their main
acquisition channel and to communicate generally. There has
also been industry debate about which technology or media
will meet the legal requirements. The case was followed in the
UK because many were hoping the Court would clarify what
durable medium means.
The decision is relevant for not just payments, but also other
financial services products sold at a distance, including those
regulated by the Consumer Credit Act.
The FCA recently published guidance on durable medium. This
largely reflects the key principles of the recent EU case and
these have also been replicated in its draft Payment Services
Regulations 2017 Approach Document.
The FCA says a durable medium must:
• allow information to be addressed personally to the recipient
(personalisation)
• enable the recipient to store information that is accessible for
future reference and for a period of time adequate for the
purposes of the information
• allow the unchanged reproduction of the information stored
(reproduction).
To satisfy the criteria, the technology and approach used must
be functionally equivalent to paper.
BAWAG’S case also covered what was meant by ‘provided’ under
the PSD. If customers must consult a website to become aware
of that information, the transmission of the information must be
accompanied by active behaviour on the part of the firm aimed
at drawing customers’ attention to the existence and availability
of that information.

In all industry sectors, firms will outsource or enter into business
arrangements as a means of securing expertise, reducing costs
or simply to fill an operational gap. These arrangements when
connected to financial services can take on a more complicated
position such as activities like claims or complaints. The primary
reason is that the use of third parties means that the customer
and your services are now entrusted to a third party.

This question should be high on the list of those being discussed
at the most senior levels of management in authorised firms.
The answer is education. The more firms do to educate both
their customers and their internal staff on cyber attacks and how
to identify them quickly, the more effective they will be in terms
of preventing attacks from damaging or accessing personal data.
One of the biggest reasons cyber is on the increase is that
hacktivists are looking to benefit from obtaining data through
various techniques. Once they have copied data or have full
access to a firm’s systems, the damage will have been done.
Meanwhile, the immediate breach could go unnoticed.
With the arrival of General Data Protection Regime next May, this
will put the control of personal data back into the hands of the
individual customer, granting a number of rights including access
to their data and the ability to withdraw it. It also means that
organisations cannot simply gather data without good reason,
and once received, they must do all they can to protect it.
Regulators are expecting firms to have a security culture, driven
from the top down. This includes:
• governance: firms are to have good cyber security governance
in place together with the appropriate senior management
responsibilities
• assets and protection: firms are to ensure they have properly
identified all key assets and that they have the appropriate
protections in place to minimise cyber vulnerability. Each
protection measure should be tested regularly
• detection: firms are required to ensure they have appropriate
detection measures and sound threat intelligence in place for
identifying attacks quickly and sufficiently in order to respond
effectively
• recovery and response: this is the most critical part to
cybersecurity. Firms must have the appropriate systems and
controls in place to recover from interruptions, including to
preserve essential data. Again this requires the regular testing
of business continuity and IT disaster recovery plans
• data sharing and reporting: firms are to report any material
breaches to the regulator under PRIN 11 and SUP 15, including
sharing information with others on the Cyber Information
Sharing Partnership. This helps the industry as a whole to
identify and tackle patters of attack.
Overall, firms are to have appropriate security measures such
as robust/advanced capabilities across all technology assets.
This further includes training staff to be vigilant and think before
they click on a link. It’s very simple but many of us forget to do
this, and make sure you are not sharing personal information.

Classifying a lease agreement can be tricky. But it is important
this is understood from the outset as this will affect its treatment
for a number of different purposes, including whether it’s on
or off balance sheet, who is entitled to claim allowances and
what the correct VAT treatment is. Advising on this has become
increasingly hard, in part due to the long running litigation taking
place between HMRC and Mercedes-Benz Financial Services UK.
The case is now before the European Court of Justice (ECJ)
and the Advocate General delivered his opinion on 31 May. This
makes for interesting reading, particularly in its discussion of
where the dividing line is drawn between supplies of goods and
supplies of services.
The VAT Directive defines:
• a supply of goods as the ‘transfer of the right to dispose of
tangible property as owner’
• a supply of services as ‘any transaction which does not
constitute a supply of goods’.
It is common ground that a hire agreement is a supply of
services for VAT purposes. In contrast, a ‘conventional’ hire
purchase agreement, where the option to purchase fee is of a
nominal amount, is a supply of goods. Leasing companies are
inherently inventive in the products they devise and the Advocate
General’s opinion clarifies the test for the many products which
have been introduced in recent years. These can be chameleon
like, depending on which end of lease alternative the customer
decides to opt for. In essence, for an arrangement to amount to
a supply of goods, three criteria must be met:
1. It must contain a clause which transfers ownership to the hirer.
This may be automatic (such as at the end of the agreement
term) or under an option to purchase.
2. The transfer of ownership must be certain to occur ‘in the
normal course of events’. The opinion talks in terms of
this applying where the exercise of the option is the only
economically rational course of action. So, if the amount
which the hirer is committed to paying under the agreement is
virtually equivalent to the full purchase price of the equipment
including finance costs, the arrangement will be seen as a
supply of goods.
3. The transfer of ownership must, at the latest, take place when
the hirer pays the final instalment.
The analysis in the Advocate General’s opinion is compelling.
Assuming that the ECJ agrees when it delivers its judgment,
we will at long last have the test which must be used going
forwards. Applying that test in practice will be the interesting part.

WHERE TO NOW?
While we have a clearer understanding of the EU’s direction
and approach and there is FCA Guidance, unfortunately, these
developments have not moved the durable medium debate on
substantially, nor do we think they give the industry the degree
of clarity that was perhaps hoped for.
Where non-paper approaches are used, a failure to satisfy the
durable medium requirement can have serious consequences
firms, for example, unenforceability of agreements, regulatory
sanction and potential unfair relationships claims.
Firms must carefully consider their digital solutions alongside
the guidance and the FCA recommends they should also review
the relevant EU cases to decide whether a particular system or
technology ‘might meet the criteria to be a durable medium.’
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Inevitably a firm’s reputation in its market sector is pivotal to
its ongoing and future success. Aligned to this is the Financial
Conduct Authority’s (FCA) objective to ensure that a customer
receives good outcomes throughout the whole customer
journey, irrespective of the number of firms that are involved
in delivery of the product or service. Whilst the FCA’s SYSC
requirements regarding outsourcing are well known, the
expectations of the FCA have been further clarified through
documents such as the RPPD (Responsibilities of Providers
and Distributors in the Fair Treatment of Customers).
So, there are very clear requirements from the FCA is relation
to its expectations of firms when they use third parties, of any
description.
WHAT IS THE FCA DOING?
Aside from general supervisory activity, the FCA has recently
conducted a thematic review considering the use of third parties
and outsource providers. They have set out the steps that firms
should undertake:
• clarity of roles and expectations
• detailed due diligence and on-boarding of third parties
• proportionate monitoring of third party activities which impact
on your customers and your regulatory obligations
• targeted management information to be able to assess on
a continuous basis whether regulatory expectations continue
to be met
• arrangements for providing training for third parties
• defined and workable arrangements for ceasing a relationship
with a third party.
Firms must assure themselves that the service being provided by
the third party does not compromise the firm’s ability to ensure
fair treatment of customers.
Unfortunately if the firm does not meet regulatory expectations
it may face regulatory challenge and reputational damage.
Senior individuals within a firm may also be challenged
personally if you are a senior manager particularly in relation
to the forthcoming extension of the Senior Managers Regime
to all regulated firms due to be implemented by 2018.
Maybe now is the time to follow up on answering the question
of who do we trust with our reputation?
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CLC FINANCE GET
AUTHORISATION
Balancing risk with
collections

HOUSEHOLD CREDIT

CONFERENCE

Sept 2017
London
EMEA Emerging Leaders
Identifying, shaping and celebrating the M&A and private
equity leaders of tomorrow.

5 Oct 2017
Nottingham Belfry, Nottingham

Household Credit and U&T Awards
Gathering credit, risk, collections and compliance experts
from a wide spectrum of the UK’s utilities and telecoms
providers for this annual conference and awards.

We are delighted that this month we have received
confirmation from the Financial Conduct Authority that
we are now fully licenced, testimony to the hard work
and efforts of our team of agents and employees.
The initial application process ran smoothly although
the ongoing process was a very rigorous one which has
taken over two years, numerous emails and telephone
calls with two different case officers and a visit to
Canary Wharf to complete. With the support of our
colleagues, suppliers and our trade association CCTA,
we are proud to have achieved this authorisation which
confirms we operate to our company values and our
mission statement that ‘we are treating our customers
fairly and exceeding their expectations’.
This is great news. We look forward to an
exciting 2017 delivering excellent customer
service to our loyal customer base.

OPEN GI EXTENDS FRAUD
SOLUTION WITH EQUIFAX
BUSINESS INSIGHTS

Headline sponsor

TURNAROUND, RESTRUCTURING & INSOLVENCY

30 Oct 2017
Hilton Bankside, London

18 Oct 2017
Hilton Park Lane, London
TRI Awards
The Turnaround, Restructuring and Insolvency Awards
is the only scheme to recognise best practice and
professional excellence in the sector.

Mortgage Conference
The first mortgage conference covering both credit risk
and product and distribution.

ENTRIES NOW OPEN

ENTRIES NOW OPEN

CONFERENCE
& AWARDS

31 Oct 2017
Hilton Bankside, London

Commercial Finance Conference & Awards
Gathering major players from leasing, asset finance
and commercial lenders to discuss current industry
challenges and recognise and reward success.

1 Nov 2017
Hilton Bankside, London

F5 Conference & Awards
Focused on lending compliance, operations, fintech and
funding, with the awards being the only dedicated ceremony
centred around the evolution of the alternative lending market.

MORE EVENTS
CDSP CONFERENCE

CCS AWARDS - ENTRIES NOW OPEN

CREDIT WEEK

CREDIT AWARDS

COLLECTIONS, DEBT SALE &
PURCHASE CONFERENCE

COLLECTIONS & CUSTOMER

A WEEK OF CONFERENCES, MEETINGS,
INDUSTRY NETWORKING AND EVENTS

THE LARGEST AWARDS
CEREMONY IN CREDIT

22 Nov 2017

22 Nov 2017

SERVICE AWARDS

12-16 Mar 2018

17 May 2018

CREDITSTRATEGY.CO.UK/EVENTS
TO SPONSOR:
t: 020 7940 4827

e: sales@creditstrategy.co.uk

TO ATTEND:
t: 020 7940 4835 e: events@creditstrategy.co.uk

VIEW ALL
EVENTS ONLINE

Restons Solicitors Limited assists a number of
market leaders in the Debt Purchase, Finance
and Utility sectors with both secured and
unsecured collections.
Our
fundamental
understanding
of
commercial, reputational and compliance
issues, together with a focused, proprietary
interest in our clients’ receivables means
that we continue to excel in terms
of client satisfaction, recoveries and
complaint avoidance.
To find out more about how our expertise
can help you, contact Nigel Coe on
01925 661602 or npc@restons.co.uk or go
to www.restons.co.uk

On 28 June, leading technology innovator, Open GI,
announced a new partnership with consumer and
business insights expert, Equifax. The deal will equip
brokers with a new dedicated business insight service for
SMEs and larger commercial organisations.
The check, which will be available through Open GI’s
fraud validation platform, uses Equifax Business Insights
to provide access to financial information on UK
businesses, including SMEs.
Rebecca Grainger, head of insurance at Equifax, said:
“We’re excited to be working with Open GI on this new
service, equipping its brokers with a tool to help them
make more informed decisions about their business
customers.
“Our data check will help brokers to easily validate
information for SMEs and larger commercial
organisations, as well as understanding the level of risk
associated with that business.”

CALLCREDIT ACCELERATES
INTERNATIONAL EXPANSION
On 21 June Callcredit Information Group, backed
by private equity firm, GTCR, acquired the Spanish
Confirma group of companies, comprising Confirma
Sistemas and Soluciones Confirma, which specialise
in fraud prevention and anti-money laundering (AML)
software solutions.
The strategic acquisition, sees Callcredit take a majority
shareholding in the Madrid headquartered business
which is a leader in Spain in what is an increasingly
technology led and rapidly growing market. Callcredit
entered the Spanish market in 2015 and has been
developing its business and expansion plans following
this initial success.
The acquisition establishes a firm market presence
and a platform for further expansion. It will accelerate
international growth and the development of Callcredit’s
fraud prevention and risk management
business and will enable it to offer
its additional industry leading fraud
solutions to a wider client base.
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30 YEARS TO SAVE A DEPOSIT
RECORD LOW SAVING RATES
We hear all the time about house rising
prices. But our money statistics find that
it’s also historically low saving rates and
negligible returns on deposits that make
home ownership an ever more distant
dream for many.

Can your Loan Management System
take your customers on a journey
Payday Loan • Instalment Loan
Guarantor Loan • Secured Loan
Our experience and knowledge of the
instalment credit market means that our
Sentinel system is capable of handling a
multitude of different loan agreement
types as standard.
This flexibility is at its core assisting you to
drive your lending business forward
through the changes required by the FCA.

For further information on
how Sentinel can help your
business contact:
Mike O’Sullivan 01248 672940
07854 955070

If someone on the average salary saved
an average chunk of their income in the
average interest instant access savings
account, it would take 33 years to save
the £28,552 deposit a first time buyer
typically puts down on a house.
This is the highest figure we’ve seen since
The Money Charity began calculating the
statistic, and up 13 years from April 2015.
The big driver is not increasing mortgage
deposits. These have remained fairly
steady over the last couple of years. The
ever harder task of getting on the housing
ladder has been driven by record low
savings rates and returns on saving pots.

In the last three months of 2016, the
average adult was saving just 3.3% of their
income. This is the lowest rate of saving
since the early 1960s, and less than half
the long term average of 8%.
Making the situation tougher still for
savers is the very low rates of return you
get from instant access savings accounts,
0.1% in February. For a cash ISA, this
was 0.41%.
This means that if someone on the
average salary saved 3.3% of their income
in an average instant access savings
account for a year, they would receive
70p in interest after tax. If they saved it in
an average cash ISA, they would receive
£3.58. Once you consider the inflation
rate of 2.3%, these returns actually
represent saving pots getting smaller.
Michelle Highman, chief executive of
The Money Charity says: “A house is the

largest asset that most people have.
The rates of saving and interest rates that
have been so low in the last few years are
making home ownership an ever more
distant dream for those who don’t get
financial help.
“But this should not put you off saving
today. Just because one big goal might
seem a long way off for a lot of people,
it does not mean that saving is not a
worthwhile thing to do. If you can put
anything side it will immediately make
you more secure and put you in a better
position in the longer term to achieve
your life goals.”

SMALL
POTS

Alternatively email
enquiry@anchor.co.uk

The adaptability means that it provides an
end-to-end solution with web services
enabling applications from customers, lead
generators, brokers and affiliates and a
back office function taking your customer
from their initial application and
underwriting through payment collections
and arrears management to settlement.
It is already the system of choice for over
200 companies. Why not call us to see why
these companies chose Sentinel.

Anchor Computer Systems, 1 Chestnut Court, Parc Menai,
Bangor, Gwynedd LL57 4FH Tel. 01248 672940 www.anchor.co.uk
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THE MONEY
CHARITY
STATS
JULY
2017

In Q1 2017, households
saved a record low average
of 1.7% of their post tax
income, including benefits.

There were 4.921 million working age
people claiming benefits in February
2016. This is a decrease of 249,530 in
the year, or 684 a day.

Per household, there was an
average consumer credit debt of
£7,370 in May, up from a revised
£7,320 in April, and £545.17
extra per household over
the year.

In Q4 2016, households in the
UK spent £97.55m a day on
water, electricity and gas, or
£3.61 per household per day.

Public sector net debt
excluding public sector
banks was £1,729.5bn
(86.6% of GDP). This was
£1,606bn at the end of
March 2016, meaning
public sector net debt
grew by £338m a day in
the year to March 2016.

14 properties are
repossessed every day,
or one every one hour
and 43 minutes.

People in the UK owed
£1.537 trillion at the end of
May 2017. This is up from
£1.489 trillion at the end of
May 2016, an extra £929.97
per UK adult

The average interest rate on
credit card lending bearing
interest was 18.21% in May. This
is 17.96% above the Bank of
England Base Rate (0.25%).

It would take 63 years for someone on
the average salary, saving the average
amount per household every year in an
average instant access savings account,
to afford the average first time buyer
deposit. If they saved into a cash ISA at
the same rate it would take 58 years.

Outstanding consumer
credit lending was £199.7
billion at the end of
May 2017.

MAY 2017

Annual borrowing growth rates

Mortgage approvals

Gross mortgage borrowing in May totalled £13.3bn much
in line with recent months and 9% higher than a year before.
Net mortgage borrowing in May was 2.4% higher than a
year ago.
Consumer credit annual growth was 5.1% in May, compared
with 6.4% in April. The decline in May was driven by weaker
growth in personal loans and overdrafts with annual growth
falling from 6.3% to 4.8%, while growth in credit card
borrowing also slowed from 6.4% to 5.5% reflecting weaker
retail sale volumes in May.

House purchase approval numbers in May of 40,347
were 3.3% lower than May 2016 and slightly down
on the monthly average of 41,923 over the previous
six months.
Remortgaging approval numbers of 24,248 were
10% lower than in May 2016 and down on the
monthly average of 26,494 over the previous six
months.
Other advances approved were 4.8% higher by
number than in May last year.

Household borrowing

Number of approvals

UK CARD EXPENDITURE STATISTICS – MAY 2017
The latest figures from the Office for National
Statistics show subdued growth in the national
retail sales in May1, coinciding with a slowdown
in the wider economy2. This was also evident
in payment card spending, recording a
relatively modest growth on April (+0.2%) to
£57.2 billion. Spending online amounted to
£15.2 billion, accounting for 27% of total card
spending, up from 22% in May 2016.
Meanwhile, the number of card payments
continued to grow strongly and reached 1.4
billion, which was 10 million (+0.8%) above
the level recorded in April. The main drivers to
this increase have been changing consumer
preferences such as increasing use of
contactless cards. The number of contactless
payments accounted for 33% of total card
payments, up from 18% a year ago.
In contrast to monthly changes, annual growth
continued to accelerate. Card spending grew
at an annual rate of 7.0% in May – the highest

rate in fifteen months, up from 6.5% in April
and 5.3% a year ago. This, in part could be
explained by a rise in annual inflation to the
highest level (2.7%)3 since April 2012. The
upward effect on the price index was mainly
driven by rising prices for recreational goods
and services.
Debit card spending grew by 7.1%, while
credit card spending increased by 6.5%.
Annual growth in the services sector (8.9%)
continued to exceed that in retail sales (4.8%).
Year-on-year growth within services has been
particularly strong in hotels (25%) and other
services (19%). Spending on automotive fuels
recorded the strongest growth in the retail
sector (10%).
Meanwhile, the annual growth rate of the
number of purchases continued to outstrip
that of amount spent. The total number of
card payments grew by 12% over the last
twelve months – the highest rate since June

At a glance key figures for May 2017

Based on May 2017 trends, the
UK’s total interest repayments
on personal debt over a
12 month period would have
been £50.002 billion.
89,000 people (1,000 a day)
reported they had become
redundant over the three
months, little changed from
the previous quarter.

HIGH STREET
BANKING

There were 24,531
individual insolvencies
in England and Wales
in Q1 2017.

Public sector net debt excluding public
sector banks was £1,729.5bn (86.6% of
GDP). This was £1,606bn at the end of
March 2016, meaning public sector net
debt grew by £338m a day in the year
to March 2016.

The average interest rate for an instant
access savings account, not including
bonus interest payments, was 0.13% in
May. For a cash ISA, this was 0.39%.
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Everyday in the UK...
Net lending to individuals
in the UK increased by
£173 million a day.
Borrowers would repay
£137 million a day in
interest over a year, based
on April 2017 trends.

The number of people
unemployed for over
12 months fell by 397 per day
between February and April.

Total spending
(£ billions)
2017 2016

2008, while purchases online increased by
19% and contactless payments by 148%.
The average transaction value (ATV) on all card
payments continued to decline to reach the
lowest level since August 2000. Between April
and May the ATV fell further, by 24p to £41.61,
and compares to £43.69 a year ago and
£50.56 at its peak in July 2011. The ATV for
debit cards decreased by 18p to £37.87, while
the ATV for credit cards fell by 40p to £54.82.
Within the sectors, the retail sales ATV declined
by 11p to £29.88, while the ATV for services fell
to £62.27, after decreasing by 59p. The largest
decrease was registered in the vehicle sales &
services sub-sector, which recorded an ATV
fall of £2.49 in May, while financial services
registered the largest increase, growing by
£2.65 during the month.
During May the ATV via the online channel
declined by 63p to £80.21, while the ATV
on contactless cards fell by 12p to £9.28.

Annual growth
rates for spending
2017 2016

Number of
purchases (Millions)
2017 2016

All payment cards

57.2

53.1

7.0%

5.3%

1,374

1,215

Of which online *

15.2

11.9

20%

9.3%

190

147

Debit cards

40.6

37.9

7.1%

6.0%

1,071

938

Credit cards

16.6

15.2

6.5%

3.9%

303

277

Unless otherwise stated all data referred to are seasonally adjusted and depict the underlying trend. The X12 ARIMA monthly seasonal adjustments
include trading days and leap years. Unadjusted data are located in tables 3A to 3D. Annual growth rates are based on twelve-month rolling periods.
1 ONS, Retail sales in Great Britain: May 2017: https://www.ons.gov.uk/businessindustryandtrade/retailindustry/bulletins/retailsales/may2017
2 BBC, UK economy grows by 0.3% as service sector slows: http://www.bbc.co.uk/news/business-39743129
3 ONS, UK consumer price inflation: https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/may2017
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ICO REVISED SUBJECT
ACCESS GUIDANCE

?
Mike Bradford
Director, Regulatory Strategies

The Information Commissioners Office
(ICO) has published a revised Subject
Access Code with a view to encourage
organisations not only to comply with
legal obligations but to see handling them
as an ‘opportunity for you to improve your
customer service and service delivery’.
The ICO has stated: “We consider it
good practice for you to engage with the
applicant, having an open conversation
about the information they require. This
might help you to reduce the costs and
effort that you would otherwise incur in
searching for the information.”
One significant element of the guidance is
that the ICO states that it does not expect
organisations to ask staff to search their
private emails or personal devices unless
there is reason to believe that they are
holding relevant personal information. The
ICO also expects organisations to respond
to subject access requests (SARs) that are
made through any social media sites to
which they subscribe.
The ICO also states that it: “would not
seek to take enforcement action against
an organisation that has failed to use
extreme measures to recreate previously
deleted personal data held in electronic
form. The Commissioner does not require
organisations to expend time and effort
reconstituting information that they have
deleted as part of their general records
management.”

The code states that an organisation
taking a positive approach to subject
access would have the following
indicators in place:
• training: all staff should be trained
to recognise a SAR as part of general
data protection training and more
detailed training should be provided
to relevant staff
• guidance: organisations should have
a dedicated data protection page on
intranets with links to SAR policies and
procedures
• request handling staff: a specific
person or team should be responsible
for handling requests and more than
one member of staff should know
how to deal with them
• data protection experts: large
organisations should have data
protection experts. The responsibility will
fall ultimately with the Data Protection
Officer post GDPR implementation
• monitoring compliance: compliance
with SAR handling should be monitored.
The code also provides specific guidance
to organisations who receive bulk
requests recognising that these are
often generated by claims management
companies.

READINESS FOR GDPR
A survey conducted by Privacy Laws &
Business has shown that less than half of
respondents have created a data breach
notification process despite notification
becoming a mandatory requirement
under GDPR. In addition only half of
respondents have created a staff training
programme despite there being an
accountability requirement under GDPR.
64% of respondents had already
appointed a Data Protection Officer
and half of respondents were currently
undertaking a data protection audit.
A quarter of respondents said they had
reviewed less than 25% of their data
protection policies.
82% had established the purposes for
which data is processed but only 14% had
reviewed supplier contracts and most
organisations had not reviewed their
methods for obtaining consent.

ICO
UPDATE

Technology – making lending
cheaper, faster and safer.
Our disruptive loan management software allows some of the
UK’s largest banks, lenders and retail brands to provide a fully
digital and automated experience, enabling their customers to
manage their finances any place, any time, and on any device.
To find out more, speak to one of our experts on
0844 8118 039 or visit www.nostrumgroup.com
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