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Chief Executive, CCTA

| FEATURE

There is no doubt that the last three months 
has been a period of tumultuous change both 
pre and post BREXIT. The decision by the British 
public to reject the guidance of the Prime 
Minister and the majority of politicians, has left 
in its trail a confused political class, who had 
given precious little thought, if any, of what they 
would do if the populace voted ‘out’. 

The Prime Minister had no wriggle room after 
the result, having staked his future on a ‘yes’ 
vote, and subsequently walked the plank in 
a dignified manner. The pretender to the 
throne Boris Johnson (MP), lost his swagger 
and surefootedness post the ‘no’ vote, and 
presented the opportunity for Michael Gove 
(MP), to stab him in the front. The night of the 
long knives then began, and Theresa May (MP) 
rose through the murky waters as a safe pair of 
hands to lead the Conservative Party through 
the exit from Europe.

May had played an exceptionally clever hand 
in steering a middle line between the ‘yes’ and 
‘no’ vote, and extricating herself from BREXIT 
hustlings. Her no nonsense approach to the 
press and media has served her well over the 
years, and there are traits of Thatcher in her 
dealings on difficult issues. She perfected 
the art of sitting on the fence throughout the 
campaign, and gained the first prize for not 
flinching or blinking in the line of fire.

The grossly distorted tales of BREXIT 
Armageddon were proven to be half, if not fully 
baked, and many politicians and commentators 
will remain tarnished in the future. Great 
Britain has shown over the years that when 

the chips are down we will not be phased or 
vanquished. Pollsters yet again have been 

found wanting. They are not close 
enough to the grass roots issues 

and people, preferring to use 
well-trodden analytical models 

either through blind faith, 
naivety, or a combination 

of both.

Politicians like pollsters prefer order and 
predictability, so machinations at a political level 
move seamlessly from theory to practice. The 
strategists and members of the parliamentary 
parties remain non-plussed by recent events. 
The unexpected conservative election victory, 
and the unexpected routing of Labour, north of 
the border, by the Scottish National Party (SNP), 
followed closely by the election of Corbyn as 
the new labour leader (replacing the vanquished 
Miliband) should have sounded alarm bells, 
which unbelievably were ignored. 

Change is happening at an alarming rate and 
old models have to be prodded and probed. 
Talking to people face to face is still the best 
indicator of what is going on.

The world is changing faster and faster, all 
groups have to have their finger on the pulse  
to recognise, assimilate, recalculate, 
re-educate and start again. The world has 
shrunk and cultural, business, religious, and 
leadership rules are changing. People as a 
collective are defined as groups, all have 
special needs. The latest group, the millennials, 
are angry regarding future prospects of 
retirement, future equity, well paid jobs,  
paying off student debts and life style.

To fulfil BREXIT, the Member State under 
Article 50 of the Lisbon Treaty has to notify 
the European Council of its intention to leave. 
Article 50 is for European Council an extremely 
short article comprising six clauses, most of 
which are one-liners. The article is also very 
clear in its execution. One of the fundamentals 
of Article 50 is that the Member State has to 
trigger it. There is no way according, to the 
Article, that the European Council can start 
the two year clock running by default. Theresa 
May therefore has the whip hand as she can 
decide when to notify the European Council 
and has time to steady the ship, and start 
bilateral meetings with other countries on trade 
agreements. The Brexiteers, including Boris 
Johnson (MP), Secretary of State for Foreign & 
Commonwealth Countries, are at the forefront 
of the work, prior to the notification to the 
European Council that we are leaving.

The treaties will cease two years after the 
notification date. Within that two year window 
there is the ability to negotiate and conclude an 
agreement, negotiations are conducted under 
Article 218 [3] of the treaty, on the functioning 
of the European Union. In order to do that the 
UK lawyers have to be confident that they are 
fully up to speed on UK interests.

So why is this of interest to CCTA and consumer 
credit in general? The FCA asked in February 
2016 for input from the industry and trade 
associations on the retained provisions. To 
quote them: “The review will consider whether 
particular Consumer Credit Act (CCA) provisions 

remain appropriate or should be modified, 
updated, or replaced by FCA rules or guidance in 
order to maintain the right degree of consumer 
protection for today’s market“. The call for input 
closed in May 2016, and CCTA requested that 
consideration was given to working groups 
and dialogue throughout the process of further 
changes. That is what happened with the 
1974 and 2006 CCA which provided clear 
guidance for the industry, consumer, and legal 
profession should anything go wrong. CCTA 
is not comfortable with a race to take more 
prescribed regulation into CONC rules without 
proper dialogue and consultation.

With government departments still feeling 
the effect of the austerity programmes, and 
the need for more lawyers to be involved with 
BREXIT (especially from Treasury), we are 
arguing that the remaining retained provisions 
are left until BREXIT is sorted.

The House of Parliament summer recess 
commenced on 21 July 2016 and they 
returned on 5 September for eight days. The 
parliamentary conference season commences 
on 15 September to 10 October. They rise for 
a week in November and then again on the 20 
December for the Christmas recess, that is a 
maximum of 55 parliamentary days. The small 
number of days and the size of the BREXIT task 
would suggest that notification to Europe is a 
long way off yet, no wonder that Chancellor 
Merkel and President Hollande are getting 
wound up about their elections next year.

Theresa May is riding high in the opinion polls 
as the SNP is her only real threat. With oil prices 
likely to remain low in the medium future unless 
there is a massive flare up in the Middle East, 
Nicola Sturgeon and home rule appear like a 
pipe dream. However in politics nothing is ever 
straight forward and as John Major found out 
with his ‘ bas**** ‘ Euro sceptic MP’s, a knife is 
only just around the corner. In her clean sweep 
cull she created a pool of angry backbenchers 
including George Osborne. Those backbenchers 
along with the remnants of Majors’ detractors 
will be quite powerful in the 1922 Committee.

The Labour Party is in total disarray but contrary 
to the popular press there is no desire for a 
split from the academics and ‘Blairite’ sources. 
They still believe that the Corbyn effect will 
be relatively short lived, which is why no MP 
of significance put themselves forward to 
run against him. They would have lost, as 
Owen Smith will. In the same way that Blair 
transformed Labour into New Labour, the party 
gurus will be planning what comes after Corbyn.

The dice has been rolled, the stakes are high 
and all parties and stakeholders have to 
engage in the new order to ensure that we 
are all winners. As we celebrate our 125th 
anniversary year there is no better time to 

remember our legacy, but also shape our 
future by collaborating on positive moves for 
a vibrant consumer credit industry embracing 
technology. By assisting and guiding our 
members, we can ensure that consumers are 
well served with products and services fit for 
purpose in a regulated environment.

The good news for our industry is that 
politics will be focused on common sense, 
no extremes, and business as usual. Theresa 
May flagged that message with her inaugural 
speech after accepting the position of Prime 
Minister.

The Prime Minister reiterated her commitment 
to BREXIT at the G20 Summit in Hangzhou. 
There is also no doubt that revoking Article 50 
will be done on her terms and her timing. As 
Lady Thatcher was not for turning, Theresa 
is not for being pushed. On the same day 
that another Teresa is being proclaimed as a 
Saint, we hope that our Theresa has the same 
determination and willpower in her quest.

It is against this political backdrop and the 
closure of the FCA full authorisation gateway 
that we are raising the bar of our public affairs 
agenda. We believe that the time is now right 
to work even more closely with politicians 
and all government departments to ensure 
that the UK grows after BREXIT, with a strong 
consumer credit industry fulfilling the desires of 
responsible borrowers.

Our policy committees will be addressing key 
issues and ensuring that we channel members 
concerns and wishes to politicians and other 
stakeholders. Our press and media work is also 
to be expanded so that CCTA is involved fully 
with the markets we serve, bearing in mind 
that we have the broadest church of all trade 
associations. We will be issuing regular public 
affairs updates to keep members aware of the 
efforts being made on their behalf.

We have given our website a new look with 
vastly improved functionality, and substantially 
increased our communications with far more to 
come. If you have not visited it recently please 
take the time to browse.

Lastly we encourage our members to 
attend one or both of the conferences 
in November to support the 
association. ‘Stronger Together 
and Going Forward’ is the 
banner, taking the message 
to all stakeholders is the 
game. Bookings are 
now being taken 
online.
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John Lamidey
Senior Partner
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It is 31st December 1999. The crowds in 
Parliament Square, on the Embankment and 
south of the river are hushed as Big Ben tolls 
out midnight. As the echo of the twelfth chime 
fades across the Thames, the crowds erupt 
with cheering, champagne corks pop and the 
fireworks explode and dazzle, ushering in the 
new Millennium.

At one second past midnight, on 1st January 
2000, the internal clocks in each and every 
one of the computers in the world, dependent 
as they are on Greenwich Mean Time as the 
base standard, whatever the local time may 
be, click over from 31/12/99 to 01/01/00. 
Most computers only record the year in a date 
as two digits, 99 for 1999. As they change 
from 99 to 00 the computers are confused. 
The ascending numbering assumption suddenly 
becomes invalid. They have reverted to year 
zero. Millions of personal computers around the 

globe irrevocably freeze and lock. Financial 
trading systems collapse, aeroplanes 

fall from the sky and nuclear power 
stations go into meltdown. Is this the 

end of civilisation as we know it?

Happily not. Large amounts of 
resources were expended 

for three years or more 
at the end of the 

20th Century to 
ensure that the 

millennium 
bug did not 

disrupt the world’s computers, but no one to this 
day seems able to say if all the effort saved us 
from calamity. There were no reports of major 
computer system failures anywhere, but it 
seems highly unlikely that every single computer 
in the world was safeguarded. Nevertheless, 
governments, institutions, businesses large 
and small, and individuals, believed the experts’ 
warnings and spent huge amounts of money to 
rectify the problem they had identified. No one 
appears to have conducted any sort of value for 
money analysis subsequently.

And now we have Brexit, and the experts are 
registering their warnings again. This time 
though, it appears that the population at large is 
simply not believing them. There is not a single 
moment in time, as there was at one second 
past midnight on 1st January 2000, when we 
know whether or not we are in melt-down. The 
Brexit ‘one moment in time’ was 23rd June 
2016 when the UK population voted to depart 
from the EU, but in a reversal of the millennium 
bug timeline, we now have three years or so to 
discover what the ramifications will be. This is 
very good news for any organisation with an 
agenda to promote, since the outcomes of the 
Brexit decision can be asserted to be the cause 
of, or to result in, well… anything really. 

When it comes to the consumer credit market, 
what is the prognosis? In my view the answer 
lies in a combination of consumer confidence 
and regulatory intervention. As consumer 
confidence grows, household borrowing 
increases. It is currently running at 10% growth 
year on year. Consumers borrow when they feel 
that their income streams are secure, they pay 
down debt when that feeling of security fades. 

The financial outlook for households has 
improved over the past year. According to 

Aviva’s latest Family Finance Report, rising 
incomes and savings habits have put 

both measures at their highest point 
since 2010. The research has 

tracked household finances 
as the economy recovered 

from the last recession, 
with household debt 

now at an average 
£11,250, the 

lowest for 

many years. A typical family’s monthly take 
home income has now reached £2,151, up 
by £128 (6%) since last winter, to reach the 
highest point since the measure has been 
tracked. With national wages increasing by 
2.6% and unemployment at a ten year low, 
household incomes across all family types 
have benefited while the introduction of the 
National Living Wage in April has contributed 
to a rise for families on lower incomes. 

Economic uncertainty, the view of the experts, 
is being ignored by consumers but because 
the outcomes of the referendum are totally 
unknown, interest groups can assert whatever 
they choose in the name of Brexit without 
verifiable evidence. Debt charities and lobbyists, 
keen to keep their own names in the headlines 
it seems, continue to assert that borrowing 
could push households into unsustainable 
debt. Citizens’ Advice is scaremongering about 
increasing debt and The Money Advice Trust 
(MAT) warns that families are borrowing more 
amid Brexit uncertainty (actually in spite of Brexit 
uncertainty), and could face problems further 
down the line. Over the summer it ran a crusade 
to assert that unpaid council tax is the major 
debt problem faced by households, despite 
falling figures, and placed articles in regional 
newspapers. But some councils have accused 
the MAT of manipulating the statistics. 

The MAT claimed that £2.4 million in council 
tax had not been paid in Worcester, down 
from £2.5 million in 2015. But Worcester 
City Council hit back at the comments and said 
the figure quoted was the overall figure of 
unpaid council tax since 2000. Disingenuously, 
Worcester’s MP Robin Walker, who is now a 
Brexit minister, is urging more savers to turn 
to credit unions saying it may help boost their 
spending power. Before joining the ranks 
of government in Theresa May’s new look 
frontbench, Mr Walker was formerly Chair of the 
All Party Parliamentary Group on credit unions. 
He encourages people to look at a credit union 
savings account because it is one way to get 
a good return. Which, of course it is not! Many 
credit unions offer no dividend at all, and even 
the largest and most successful, like Hoot Credit 
Union with 4,500 members operating around 
Bolton in Lancashire, have only given savers a 
dividend of 0.5% annually for the last five years. 

More amazingly, contradicting official 
government data which show that households 
have been repaying debt, a report by the Trade 
Union Congress (TUC) says official figures 
underestimate the intense burden of repayment 
on many families and individuals. About 1.6 
million UK households are living in extreme 
debt the TUC asserts. Households are finding it 
harder than ever to cope as wages have fallen. 
Hang on a minute, doesn’t the Aviva Family 
Finances Report say that national wages have 

increased by 2.6% and that unemployment 
is at a ten year low? The average debt among 
StepChange Debt Charity clients is now 
down to £11,980 nationally, having fallen 
from £25,664 in 2008, to £17,635 
in 2012, to £15,047 in 2013, and to 
£14,650 in 2014. The simple fact is that 
problem consumer debt is decreasing despite 
propaganda to the contrary.

On the consumer credit lending front, high-cost 
short-term credit (HCSTC) has decreased but 
despite all the furore about payday lending the 
number of regulated providers has gone up! FCA 
published data show that as at 31st March 127 
HCSTC firms had been authorised. On 14th 
February 2014, the Competition and Markets 
Authority stated that around 90 lenders offered 
payday loans in the UK issuing approximately 
10.2 million new loans in 2012. 

But only 1.8 million HCSTC loans were issued 
in 2015 compared with the 10.2 million in 
2012. Well over 100 payday firms had left 
the market by October 2015, so it appears 
that there has been a large number of new 
start-up operations. Guarantor loans, sub-
prime credit cards and peer-to-peer consumer 
borrowing have all grown in recent times, but 
by far the largest growth area is in unregulated 
borrowing from friends and family. In April 
2014 consumer research published by the 
Payments Council showed that over a year, 
£12.4 billion was borrowed from friends and 
family. Now, an online survey from Circle, a 
social payment app, indicates that this has 
grown to £22.8 billion. That is more than the 
Gross Domestic Product of Iceland. 

The way such surveys are conducted is 
enlightening, and shows why they are usually 
wrong! The Circle figures were from research 
carried out by YouGov. The survey sample 
size was 2021 adults and was carried out 
online. The figures showed that nearly two in 
five (38%) British adults lend money to their 
friends, family, colleagues and others, averaging 
£459.12 a year. For the 49.9 million adults in 
Britain this equates to £22.8 billion lent across 
the country every year it is claimed.

But Step Change Debt Charity asserts that 
average debt to friends and family is now 
over £4,000 a year (ten times more than the 
Circle findings), but the figures are only based 
on StepChange clients, not the population as 
a whole. StepChange is starting to note the 
social dangers of friends and family borrowing, 
stating that 31% in a poll of 1,000 clients, 
reported negative effects on their relationships 
caused by such debt.

On the regulatory front firms are not out of the 
woods just because they are FCA authorised. 
On 18th February the FCA published a ‘call 
for input’ on the review of the retained 

provisions of the Consumer Credit Act (CCA) 
1974. 82 sections of the CCA 1974 were 
abolished and subsumed in FCA rules in 2014. 
167 other sections are the subject of the 
FCA review. The review will consider whether 
particular CCA provisions remain appropriate 
or should be modified, updated, or replaced 
by FCA rules or guidance in order to maintain 
the right degree of consumer protection. The 
FCA will publish an update on progress by Q4 
2016. It is required to complete the review 
and report to HM Treasury by April 2019. That 
must be preceded by at least one interim report 
on which the FCA has consulted.

The FCA is also reviewing affordability. The aim 
is to publish a report by the end of Q3 2016. 
In its Occasional Paper No 20, the FCA asserts 
that consumer credit Debt-to-Income (DTI) ratio 
is a strong predictor of future financial distress 
and supports the use of the DTI ratio over 
other measures in affordability assessments, 
especially for higher cost products. 

The high-cost short-term price cap restrictions 
brought in on 2nd January 2015 will be 
reviewed in the first half of 2017. The FCA 
will publish a Call for Input in due course. My 
guess is that the FCA will start from a position 
that the rate cap has worked well, has reduced 
consumer detriment and does not need to 
be altered. Certainly the FCA is not looking to 
extend the scope of the cap to other sectors 
of consumer credit, although it is concerned 
at an increasing number of HCSTC running 
account models and APR manipulation by 
some. Consumerists will argue for a tightening 
of the restrictions but, much more vociferously, 
for similar impositions to be made on log book 
loans, home credit, rent to own and even bank 
overdraft charges.

My view is that consumers remain confident, 
the demand for borrowing is substantial,  and 
if regulators make it difficult to borrow 
from commercial organisations, people 
will simply borrow from each other. 
The social implications of an 
unregulated loan book of over 
£15 billion have yet to be 
considered by regulators 
or politicians. 
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The consumer credit market continues to see 
discussion papers being issued by ‘interested 
parties’ setting out how borrowers need to 
be protected, but also how information can 
be used more effectively to avoid consumers 
ending up in financial hardship or even distress.

The purpose of the occasional paper ‘Can we 
predict which consumer credit users will suffer 
financial distress?’ (20), is to encourage debate 
and thinking among consumer credit firms 
before any consultation by FCA is undertaken 
regarding changes to the existing rules and 
guidance in assessing creditworthiness. 

The paper looks at whether financial distress 
could be predicted and if distress was linked 
directly to consumer credit use. 

Key facts from the paper include:

• 61% of consumer credit users in the UK 
have at least one consumer credit product 

• at any one time around one in four of all 
individuals hold outstanding debt

• those holding outstanding consumer credit 
debt have an average outstanding debt of 
£3,800

• borrowing is unevenly distributed, with the 
top 10% of individuals holding: 

• at least £10,300 in consumer credit 
debts 

• approximately one third of total debt 
balances 

• consumer credit debts over 38% of their 
gross annual individual income or 31% of 
their annual household income.

• these debts are equivalent to over 3.1 
months of individual income or 2.5 months 
of household income before tax

• the Debt to Income (DTI) ratio is a strong 
indicator of financial distress. 

The authors of the paper, who are not 
representatives of the FCA, look at both 
objective and subjective measures to financial 
distress. Using a narrow objective measure (two 
or more payments in arrears on at least one 
consumer credit product), the authors assess 
that 2% of individuals holding consumer credit 
debts are in financial distress. 

However, if both objective and subjective 
measures are used, the authors estimate 17% 
of individuals with outstanding consumer credit 
debt face moderate to severe financial distress. 
This would mean approximately 2.2 million 
people could be in financial distress. 

The authors say it is easier to predict financial 
distress in the top 10% of the DTI ratio as 
these individuals have the majority of their 
debts in higher cost products and are more likely 
to experience financial difficulties. 

The research shows that unpredictable life 
events cannot reliably predict financial distress 
when assessing creditworthiness. The authors 
suggest that affordability policies should be 
tailored to each individual’s circumstance and 
lenders should use known predictable measures 
to base their lending decisions. For example, 
using ‘the ratio of consumer credit debts relative 
to either gross annual individual or household 
income.’ The research shows that this is a 
strong indicator to predict distress. 

The research also finds that individuals in 
financial distress were likely to be ‘younger, 
lower income, less likely to be employed and 
exhibit higher debt to income ratios than 
individuals who are not in financial distress, but 
do have consumer credit debts. They are also 
more likely to hold higher cost credit.’

Interestingly, it is noted that there could have 
been under-reporting of the level of people 
using high cost short term credit as the numbers 
reported were less than those reported in the 
FCA consultation into payday lending.

The authors gave four reasons 
why they chose to use the Wealth  
and Assets Survey (WAS).

1. The survey uses a number of 
variables of the types of 
consumer credit debts, the 
measures used to estimate 
financial distress, 
well-being and 
socio-economic 
characteristics.

2. The number of people involved.

3. It surveys the same individuals over time.

4. The survey is nationally represented. 

Next steps for consumer credit firms.

• consider whether your lending policies are 
likely to lead to financial distress

• firms may want to look at their approach 
to assessing creditworthiness, particularly 
in light of the FCA focus in this area. For 
example, by placing emphasis on clarifying 
the customer’s debt to income ratio 

• firms should ensure senior management 
have oversight this issue due to the risk of 
poor customer outcomes 

• ensure effectiveness of lending policies and 
debt collection processes form part of the 
management information from senior 
management to the board. This is 
to ensure that any evidence of 
lending to vulnerable customers 
is dealt with at board level.
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THE AUTHORS 
SUGGEST THAT 
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POLICIES SHOULD 
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THE PRESSURE ON ENSURING AFFORDABILITY CONTINUES: 
A SUMMARY OF FCA’S OCCASIONAL PAPER 20

DEBT 
DISTRESS
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The Financial Conduct Authority (FCA) identified 
financial crime risk (FCR) as one of its priority 
areas of focus for 2016/17, and continues to 
call for firms to adopt robust, proportionate and 
more efficient controls. One common challenge 
for firms is how they balance a risk-based 
approach with the increasing regulatory and 
reputational risks associated with instances of 
non-compliance.

Clearly, firms cannot mitigate every risk, and 
nor should they aim to. Resources need to be 
devoted to areas where a firm believes they will 
have the most impact. A key starting point to 
help ensure a robust and comprehensive risk 
based approach is performing a financial crime 
risk assessment, the cornerstone of financial 
crime prevention.

When performing the risk assessment, 
how does a firm best identify, quantify and 
document the financial crime risks it faces? 
How can your firm use the findings of risk 
assessments to formulate a framework for 
proportionate ongoing management of FCR?

WHAT IS A RISK-BASED APPROACH AND 
WHAT DOES IT MEAN FOR YOU?

The FCA handbook requires firms to ensure 
they take reasonable care to establish 

and maintain effective systems and 
controls to counter the risk that 

they might be used to further 
financial crime. Specifically, 

SYSC 3.2.6R requires 
firms to ensure that its 

systems and controls:

As sun tans fade and the UK’s summer holiday 
season draws to a close, many will be left  
with hefty credit card bills to clear. New research 
from independent comparison website 
money.co.uk reveals that 58% of Brits use 
their credit card to pay for holidays. Whilst this 
can offer peace of mind with extra protection 
in the event of a tour operator collapsing, our 
research suggests up to 1.15 million people 
are doubling the cost of their holiday as they 
can only afford to make minimum repayments 
when they repay their credit card bill. 

These ‘minimum repayers’ are racking up a 
whopping interest bill of over £3.2 billion on 
holidays alone. This could mean an all inclusive 
week to Spain for a family of four could end 
up costing double (£7,855) and taking over 
27 years to clear. 

CREDIT CARD SPENDING ON HOLIDAYS  
THE FACTS
• official data shows hotel and travel 

expenditure accounts for 18% of total credit 
card transactions

• credit card spending on travel and hotels has 
rocketed by a third in the last five years from 
£24.9 to £32.9 billion

• 8% make minimum repayments each 
month, more than doubling the original cost 
of their holiday and repaying the debt over 
an average of 23 years.

For many, the decision to book a holiday on a 
credit card isn’t borne out of a lack of funds to 
pay, it’s based on an appetite for security and 
protection. Whilst over half of people choose 
to pay for holidays on credit cards, 73% do so 
to get extra protection in the event of things 
going wrong. A further 42% do it to protect 
them from tour operator failure. Almost one 
in four (22%) use credit cards to pay because 
they don’t have the cash up front which could 
create the perfect storm for issues later on.

HOW DOES EVERYONE ELSE REPAY THEIR 
CREDIT CARD?
Our research shows that just 51% of people 
that have credit cards clear their balance in full 
every month so avoid paying any interest. 
There are a further 22% that make some 
full and some minimum repayments 
each month and whilst they may not 
take as long to repay the balance, 
it’s likely they’re still racking up 
big interest bills. 

 

• enable it to identify, assess, monitor and 
manage money laundering risk

• are comprehensive and proportionate to the 
nature, scale and complexity of its activities.

When developing systems and controls through 
the use of a risk-based approach, firms are 
required to review and assess their business, 
identify the financial crime risks they face and 
implement appropriate controls to monitor and 
manage these risks.

However, this is not as clear-cut as it may 
seem. UK regulators have not provided specific 
guidance or advice to firms on risk assessments. 
As a result, firms are often left feeling uncertain 
about their approach, particularly in relation to 
key aspects such as:

• the required frequency of risk assessments 
and how to manage the resource-intensive 
nature of this activity

• their approach to interim updates, including 
what internal and external management 
information triggers the requirement for an 
update

• whether risk assessments are holistic in 
nature and include the coverage of all 
financial crime related issues including AML, 
sanctions, fraud, bribery and corruption, 
market abuse etc.

• whose responsibility it is to undertake the risk 
assessment and the level and input required 
from across the business.

A key and recurring challenge for firms is 
adopting a robust yet business-enabling 
approach to financial crime. Firms should 
seek to ensure a meaningful and tangible 
link between the assessment of inherent risk, 
internal controls and the overall residual risk 
rating. This subsequently allows resource to be 
directed to key areas of risk aligned to the firm’s 
overall risk appetite.

Huntswood is currently developing a white 
paper on Financial Crime Risk Assessments, 

which will provide firms with a best practice 
guide in this crucially important area of 

financial crime risk management. 

Hannah Maundrell, editor in chief of money.
co.uk comments: “Paying for at least part of 
your holiday on a credit card can be a good 
idea as it gives you Section 75 protection, 
this is invaluable if something goes wrong. 
However, spreading the cost over many 
years without using a 0% deal is where the 
problems begin. There’s no point doubling 
the cost of your break, think about how you’ll 
fund your holiday before you book. In reality, if 
you’re paying for a holiday on a credit and can 
only afford to make minimum repayments, 
you really should consider whether it’s worth it.

“Using a credit card for long term borrowing 
should be avoided unless it’s on a 0% 
or low interest deal. With purchase rates 
averaging almost 20%, you’ll pay the price 
for convenience and flexibility as the interest 
charges will quickly mount up. By using a 
standard rate credit card as a long term 
loan it creates a ticking time bomb of 
unmanageable debt, especially if you 
don’t have a plan for paying it off. If 
you’re carrying loaded credit cards, now is 
the time to take control and work out how 
to clear them or at least make them 
cheaper ASAP.”

RUNNING RISKS UNDER THE RADAR?

11

IS YOUR 
GOVERNANCE AND 

OVERSIGHT OF 
FINANCIAL CRIME RISK 

EFFECTIVE?

1.15 MILLION 
DOUBLE THE COST 

OF THEIR HOLIDAY BY 
PAYING FOR IT ON A 

CREDIT CARD
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I wish to 
make a  
complaint
COMPLAINTS COMMISSIONER 
CRITICISES FCA’S HANDLING OF 
‘AWKWARD’ CASES

Complaints Commissioner Antony 
Townsend has said that although 
the FCA deals with the majority 
of complaints competently, 
he has seen examples of an 
unwillingness to face up to and 
admit shortcomings, and delays in 
dealing with ‘awkward’ cases.

He described the FCA as 
introspective and defensive and 
added that there has “been a 
tendency to find reasons for 
excluding cases from the Complaints 
Scheme in circumstances where,  
in my view, they should not have 
been excluded.”

Additionally, Townsend says he 
has seen a small but significant 
number of cases where the 
regulator has shown insufficient 
curiosity in pursuing complaints, 
an inadequate explanations of 
decisions, and unnecessary delays 
in the handling of complaints.The 
Commissioner also highlighted a 
gap in the current regime where 
cases dealt with the issue of 
unregulated products offered by 
regulated firms. In such cases, the 
complainant considered that the 
regulator should take action, and 
assumed they had protections 
which ‘do not, in fact, exist’.

The Commissioner has urged the 
FCA to consider changing current 
rules to ensure that regulated firms 
make it clear they are supplying  
an unregulated product which is 
not underpinned by the protections 
of the Financial Ombudsman.

IN JUNE, INSIDERS CLAIMED THAT 
A BACKLOG OF CONSUMER 
CREDIT APPLICATIONS IS THE 
DRIVER BEHIND DELAYS IN THE 
FCA’S AUTHORISATION PROCESS 

Money Marketing understands 
that in May the regulator took 18 
weeks to appoint a case handler 
for authorisation applications, 
which it expected to drop to 14 
weeks by the end of June. This 
is a lag on the usual expected 
timeframe of eight to ten weeks.

The FCA would not comment 
on the potential link between 
consumer credit applications, 
which the FCA took over 
processing from the Office of Fair 
Trading in April 2014, and a slow 
down in authorisations. However, 
an insider says processing times 
were impacted by a high volume 
of consumer credit work.

In its June data bulletin, the FCA said 
that for the January to March period 
it took approximately 26 weeks to 
process an authorisation case for 
firms other than those carrying out 
consumer credit activities.

Threesixty Managing Director Phil 
Young says: “You put two and 
two together that there is a large 
volume of this kind of work and 
it is coming at the same time as 
authorisation timescales have shot 
up. Anecdotally they are reporting 
on far better times now to appoint 
a case officer from 22 weeks to 
18 weeks. We would like to see 
that come down to the normal 
eight to 10 weeks.”

It is understood the FCA has 
boosted personnel in the consumer 
credit team with some staff training 
taking up to six months.

Source: Money Marketing

End of 
the line?
FCA PROVIDES UPDATE ON PPI

The Financial Conduct Authority 
(FCA) has confirmed that it believes 
that, overall, the package of 
proposals on payment protection 
insurance (PPI) complaints laid out 
in its November 2015 consultation 
should be taken forward

This package includes imposing 
a deadline for making new 
PPI complaints and launching 
a consumer communications 
campaign to raise awareness of 
the PPI issue and the deadline. 
The FCA also intends making rules 
and guidance on handling PPI 
complaints in light of the Supreme 
Court judgment in Plevin v Paragon 
Personal Finance Ltd (Plevin).

Before making a final decision the 
FCA is consulting on changes to 
the proposed rules and guidance 
in light of Plevin. In response 
to feedback received on the 
November 2015 consultation, in 
particular to three key aspects of 
the rules and guidance: 

• to include profit share in our 
approach to the assessment of 
fairness and redress

• to allow previous rebates to a 
consumer when they cancelled 
their PPI policy to be partly 
reflected in (and so reduce) any 
redress due

• to clarify how firms should 
assess fairness and redress 
where commission or profit 
share rates vary during the life 
of the PPI policy.

The FCA will consider the further 
feedback and the consultation will 
close on 11 October 2016.

RISKS HIGHLIGHTED BY THE FCA 
WHEN ACCEPTING BUSINESS 
FROM INTRODUCERS OR LEAD 
GENERATORS

The FCA has highlighted the 
potential risks that arise from 
authorised firms accepting 
business from unauthorised 
introducers, lead generators 
and other authorised firms 
and reminds them of their 
responsibilities.

An authorised firm which accepts 
business from an introducer must 
meet its regulatory requirements. 
If customers are given unsuitable 
advice by an introducer, the 
authorised firm may be held 
responsible for this and subject to 
regulatory action.

Many authorised firms receive 
customer introductions from 
introducers. The FCA are 
concerned at the increase they 
have seen in cases in which the 
introducer has an inappropriate 
influence on how the authorised 
firm carries out its business, in 
particular where the introducer 
influences the final investment 
choice. They have concerns where 
the authorised firm delegates 
regulated activities, for example by 
outsourcing their advice process to 
unauthorised entities or to other 
authorised firms that do not have 
the relevant permissions, or are not 
their appointed representatives.

Many authorised firms visited 
do not have adequate input or 
control over the advice they are 
ultimately responsible for giving 
to customers. This has been 
particularly evident in relation to 
advice on switching and transfer 
or conversion of pension benefits. 
The FCA have specific concerns 
where this advice involves 
movement of pension pots to 
unregulated, high risk, liquid 
products, whether they are based 
in the UK or overseas.

Half full?
SPECIALIST LENDERS TO HALVE 
BY NEXT YEAR, SAYS FUNDER

In an American-style ‘traditional 
versus alternative’ debate at the 
NACFB Expo 2016, Mark Johnson, 
Chief Operating Editor at Credit4, 
claimed that with 60-65% of 
lenders competing in the same 
sector, firms will start to consolidate 
in order to service a wider market.

“Without a doubt there will 
be consolidation among the 
alternatives. There are still so many 
areas of the marketplace that aren’t 
serviced by funders, so I think we’ll 
get consolidation of more specialist 
lenders buying appropriate finance 
and building partnerships with the 
banks. I think we’ll probably see 
50% of the lenders in our space 
this time next year.”

Other lenders agreed that 
the alternative market was 
overcrowded.

John Jenkins, CEO of Amicus 
Finance added: “I think with 
marketplace lenders there’s 
probably too many. We’ve got 
more banks in the UK than we’ve 
had in 30 years, and I don’t know 
how that is sustainable. Can you 
sustain a bunch of small banks 
or do you get to the point where 
loads of challengers have to start 
getting together? I think there 
will be a bigger specialist lending 
market, but I think there will be 
fewer people doing it.”

Meanwhile, Managing Director 
of Funding 365, Mike Strange, 
argued that technology would 
drive consolidation between 
alternative and traditional lenders. 
“Consolidation is inevitable, mostly 
because of legacy IT issues in 
banks”, he explained. Mike believed 
banks will eventually dispose of 
their own systems and merge  
with alternative lenders to combine 
their broad client base with  
good technology. 

Source: Credit4

CASE FOR SEPARATE 
REGULATORY ENFORCEMENT 
BODY ‘MERITS SERIOUS 
RE-EXAMINATION’

The case for creating a standalone 
financial regulation enforcement 
body, separated from the 
supervisory functions of the 
Financial Conduct Authority 
(FCA) and Prudential Regulation 
Authority (PRA), ‘merits serious 
re-examination’, according to  
an influential committee of MPs  
in August.

Reorganising the regulators in this 
way would ‘bolster the perception 
of the enforcement function’s 
independence’, as well as making 
the existing regulators’ objectives 
clearer and preventing ‘regulatory 
overload’, particularly in the 
case of the overburdened FCA, 
according to Andrew Tyrie, chair 
of the treasury committee. The 
enforcement function ‘could and 
should sit equidistant’ between  
the two supervisory regulators,  
the committee’s report said.

The recommendation comes 
as part of a new report into the 
regulatory failures immediately 
before and following the bailing 
out by the UK government of 
HBOS, the bank, in 2008

A separate statutory body 
would bolster the perception 
of the enforcement function’s 
independence. The current system, 
whereby the same organisation 
both supervises, applies and 
prosecutes the law is outdated 
and can be construed as unfair. 
By moving enforcement away 
from supervision, it can focus 
independently on undertaking 
its key functions: interrogating 
evidence and assessing whether 
a regulatory breach has been 
committed.

PAYMENTS INFRASTRUCTURE 
NEEDS REFORM SAYS 
REGULATOR 

The announcement was made as 
the Payment Systems Regulator 
(PSR) unveiled the final conclusions 
of its market review into the 
ownership and competitiveness 
of the infrastructure that supports 
three payment systems’ Bacs, 
Faster Payments Service and 
LINK. The PSR found that there 
is no effective competition for 
the provision of UK payments 
infrastructure for these three 
payment systems. 

As a result of these findings, the 
PSR is consulting on a series 
of changes to remedy the 
current situation. These include 
adopting a common international 
messaging standard to encourage 
new entrants, and creating a 
competitive procurement process 
that addresses consumer needs.

The regulator is proposing that 
the four largest banks that 
have common control of the 
payment system operators and 
the infrastructure provider should 
sell all or part of their stakes in 
VocaLink, in order to open up the 
market and allow for more effective 
competition and innovation.

New 
Information 
Commissioner 

FCA authorisations 
hit by consumer 
credit backlog

The risk 
is yours

ELIZABETH DENHAM HAS 
NOW TAKEN UP THE ROLE OF 
INFORMATION COMMISSIONER 
IN THE UK.

She will serve a five year term, 
replacing Christopher Graham. 
Ms Denham has been the 
Commissioner of the Information 
and Privacy Commission for British 
Columbia, Canada, since 2010. 

Ms Denham said: 

“I am delighted to have taken 
up this position and am excited 
about the challenges ahead. I look 
forward to working with staff and 
stakeholders to promote openness 
by public bodies and data privacy 
for individuals.” 

Commenting on the General 
Data Protection Regulation (GDPR) 
and the decision to leave the EU, 
she said: 

“The result of the EU referendum 
and its impact on data protection 
reforms will undoubtedly create 
uncertainty, as any period of flux 
does. It’s clear to me though that 
the UK is well equipped to navigate 
the changes ahead successfully.”

Payment 
plan

Right 
and left?
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The way out…
FCA PUBLISHES FINAL FINDINGS 
OF CREDIT CARD MARKET 
STUDY

In July, the Financial Conduct 
Authority (FCA) published the final 
findings of its study of the credit 
card market, and set out a package 
of measures, which include a 
series of industry led proposals, to 
help consumers take better control 
of their spending.

The FCA proposes to take forward 
a package of remedies that will 
enable consumers to shop around 
more effectively, budget more 
efficiently and, where appropriate, 
repay debt faster. For consumers 
in problem credit card debt, the 
FCA is proposing further action so 
firms address this specific issue 
and contact consumers before 
they get into financial difficulties.

The final findings report follows 
the interim report published last 
year, which found that although 
competition worked fairly well 
for most consumers, there 
was concern about the scale of 
potentially problematic debt.

The analysis suggests that firms 
do not have strong incentives  
to help customers out of persistent 
credit card debt. Some of these 
remedies will be delivered through 
FCA rules, subject to consultation, 
others through industry voluntary 
agreements or taken forward 
through supervisory work.  
Some measures will require 
behavioural trials. 

On time?
CMA REMEDIES BANKING 
MARKET INVESTIGATION 
IMPLEMENTATION

The Competition Markets Authority  
has published its timetable for 
implementing the remedies 
as set out in its retail banking 
investigation final report.

8 February 2017  
Statutory deadline for 
implementing remedial action. 

January/February 2017  
Finalise and make order/accept 
undertakings. 

November/December 2016  
Publication of draft order/
undertakings for formal public 
consultation. 

August to November 2016  
Drafting of orders/undertakings. 
Informal consultation on draft 
orders/ undertakings with  
key parties. 

9 August 2016  
Final report published. 

The Competition Markets Authority 
(CMA) has published the final 
report of its investigation into retail 
banking and has concluded that 
older, larger banks don’t have to 
compete as hard for customer 
business as newer banks, meaning 
many customers are paying 
more than they should and not 
benefiting from new services.  
A far reaching package of reforms 
is going to be brought in to address 
this, including the following:

• open banking to be brought in 
by early 2018

•  banks to publish objective 
information on the quality of 
their services

•  banks to send out periodic  
and event-based prompts to 
remind customers to review  
and consider switching.

Underpinning these remedies, 
the CMA is introducing further 
measures to make it easier for 
customers to search and switch. At 
the moment only 3% of personal 
and 4% of business customers 
switch to a different bank in any 
year. This is despite, for example, 
personal customers in Great 
Britain being able to save £92 
on average per year by switching 
provider, with savings of around 
£80 a year on average available 
for small businesses. Larger savings 
are available for overdraft users, 
for example, personal customers 
who are overdrawn for one or two 
weeks every month could save 
£180 per year on average.

A spanner in 
the works?
IMF CUTS UK GROWTH 
FORECASTS BY 0.9%

The International Monetary Fund 
has cut its forecasts for UK growth 
by 0.2% to 1.7% this year and 
by 0.9% to 1.3% for 2017. The 
IMF says that the unexpected UK 
vote to leave the European Union 
creates a wave of uncertainty 
amid already fragile business and 
consumer confidence.

The Brexit vote implies a 
substantial increase in economic, 
political, and institutional 
uncertainty, which is projected to 
have negative macroeconomic 
consequences, especially in 
advanced European economies, 
according to the IMF’s World 
Economic Outlook Update.

“Brexit has thrown a spanner in the 
works”, said IMF Chief Economist 
and Economic Counsellor, Maurice 
Obstfeld. The IMF warned that 
more negative outcomes are a 
distinct possibility.

“The real effects of Brexit will play 
out gradually over time, adding 
elements of economic and political 
uncertainty,” said Obstfeld. “This 
overlay of extra uncertainty, in turn, 
may open the door to an amplified 
response of financial markets to 
negative shocks.”

Its global forecast for 2017 has 
been cut by 0.1 percentage point 
to 3.4%. If not for Brexit, global 
forecast would have been slightly 
higher, according to the report. 
The IMF also urged advanced 
nations to avoid relying too heavily 
on monetary policy to spur their 
economies and to exploit synergies 
among a range of policy tools.

Source: Finance News

A ray of 
sunshine
FCA PUBLISHES NEW DATA ON 
INTEREST RATES AND UPDATE 
ON CASH SAVINGS REMEDIES

In July, the Financial Conduct 
Authority (FCA) published the 
second set of data showing the 
lowest interest rates offered by 
32 providers of easy access cash 
savings accounts and easy access 
cash ISAs. The data is part of the 
FCA’s ‘sunlight remedy’, which 
shines a light on firms’ strategies 
towards their long standing 
customers. The data shows that 
some accounts pay as little as 
0.01 per cent.

Alongside this, the FCA has also 
published an update on the 
remaining work on the cash 
savings market study and findings 
of a series of trials with 130,000 
consumers that explored ways to 
encourage consumers to switch to 
better savings accounts. 

Director of Strategy and 
Competition at the FCA, 
Christopher Woolard, said: 

“We said that one of our priorities 
this year will be focused on 
the treatment of long standing 
customers. Our new rules, coming 
into force at the end of the year, will 
help consumers get the facts they 
need to make an informed decision 
about what to do with their savings. 
In a well functioning market, 
providers should be competing 
to offer the best possible deal to 
consumers. Our sunlight remedy 
data shows that some consumers 
could be better off by opening a 
different account.” 

NEW LENDING STANDARDS 
PUBLISHED

Changes to the voluntary code 
of practice followed by the main 
providers of overdrafts, credit cards 
and personal loans were published 
on 20 July 2016, following an 
independent review of The 
Lending Code. 

The new Standards of Lending 
Practice will build on the current 
Code and will bring enhanced 
protections for vulnerable 
customers and those who may be 
at risk of financial difficulties. 

Under the new standards, firms will 
have to focus on achieving good 
outcomes for their customers at 
every stage of the process, from 
advertising products and customer 
applications through to the closure 
of an account. 

Central to the new standards 
are seven core principles which 
set out what all customers can 
expect from lenders. These include 
commitments to provide clear 
information and documentation, 
the responsible promotion of 
products and support for those 
experiencing financial difficulty. 

The changes follow an 
independent review of the Lending 
Code by Professor Russel Griggs 
OBE, commissioned by The 
Lending Standards Board that 
oversees adherence to the Code. 
The new Standards of Lending 
Practice will become effective on  
1 October, with the existing 
Lending Code remaining in force 
until then. 

FCA MAY INTERVENE ON 
OVERDRAFT FEES

Chief Executive of the Financial 
Conduct Authority, Andrew Bailey, 
has stated that the regulator may 
investigate possible consumer 
detriment caused by overdraft 
charges. Mr Bailey said that 
the FCA can do more than the 
CMA (Competition and Markets 
Authority). He described recent 
research by Which? that found 
overdraft costs could be higher 
than payday loans as a ‘useful 
point’. Mr Bailey also raised 
concerns over the peer-to-peer 
lending sector.

Final report from 
the CMA’s retail 
banking market 
investigationA positive 

return?
INVESTMENT ASSOCIATION  
INDUSTRY ASSETS REACH 
RECORD HIGH AS OUTFLOWS 
SLOW

The Investment Association’s 
monthly statistics of UK investor 
behaviour in July 2016 show:

• funds under management at 
record high of £989 billion

• funds under management 
rose by £40 billion in July 

• total sales (retail and 
institutional combined) were 
£506 million

• fixed income funds were 
popular in July with net retail 
sales of £1.1 billion

• equity funds saw an outflow 
of £2.2 billion

• property funds experienced 
an outflow of £792 million.

Guy Sears, interim chief executive 
of the investment association, said: 

 “Although global equity markets 
initially fell following the EU 
referendum announcement, they 
recovered through July to produce 
positive returns. Bonds rallied 
and yields fell to record lows as 
investors sought safe assets and 
the market expected a rate cut 
from the Bank of England.

“UK retail investors remained 
cautious as they sold out of equity 
and property funds, favouring fixed 
income, mixed-asset and absolute 
return strategies.” 

Overdraft 
detrimentPlaying by 

the rules
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New FCA 
website  
complete
THE FCA HAS ANNOUNCED THAT 
FROM SEPTEMBER ITS WHOLE 
WEBSITE WILL ONCE AGAIN SIT 
AT WWW.FCA.ORG.UK

They launched the first phase 
of the new FCA website in June 
this year. The News has been 
redesigned to better showcase 
their latest announcements and 
documents, and moved to the 
main site.

Throughout this project they 
have been listening to their users’ 
views and experiences. This has 
continued since the new website 
launched in June, with nearly 3,000 
feedback responses to date, helping 
them to further improve the site.

Smoke and 
mirrors? 
THE DEMISE OF PAYDAY 
LENDING

Financial Conduct Authority (FCA)  
published data report that as 
at 31st March 26,008 credit 
brokers had been authorised 
or granted limited permission; 
2,749 firms offering consumer 
hire had been authorised as had 
386 home credit firms; 382 debt 
collecting firms; 127 HCSTC firms; 
19 logbook lenders and 10 peer 
to peer platforms. 

In the Competition and Markets 
Authority Payday Lending Market 
Investigation working paper The size 
and concentration of the payday 
lending sector published on 14th 
February 2014, the CMA stated 
that around 90 lenders offered 
payday loans in the UK. Total 
payday revenue in the financial year 
2012 was around £1.1 billion, 
with lenders issuing approximately 
10.2 million new loans, with a total 
value of £2.8 billion. 

It therefore appears that, despite 
all the furore about payday lending 
(now renamed High Cost Short 
Term Credit by the FCA) that the 
FCA has authorised more firms 
offering HCSTC (127) than ever 
existed under the Office of Fair 
Trading regulatory regime. The 
CMA investigation was extensive 
and robust. The FCA now records 
HCSTC as a separate lending style 
because it is controlled by specific 
restrictions that do not apply to 
other types of lending.

In each of the last three years, the 
number of loans originated by 
payday firms has been decreasing, 
from 6.3 million in the first half of 
2013, to 4.2 million for the same 
period in 2014, to 1.8 million 
in 2015. Well over 100 payday 
firms have left the market. Despite 
predictions that only three payday 
lenders would end up being FCA 
authorised, 127 HCSTC firms are 
now fully authorised, indicating a 
significant number of new start 
up operations. However, nearly 
40,000 firms have left the overall 
consumer credit market in the two 
years since the FCA became the 
regulator.

Source: John Lamidey MBE

Consumer car finance volumes 
up 11% in first half of 2016

New figures released by the 
Finance & Leasing Association 
(FLA) show that the point-of-sale 
consumer new car finance market 
saw new business grow 10% by 
value and 5% by volume in June, 
compared with the same month 
last year. In the first half of 2016 
overall, new business was up 16% 
by value and 11% by volume.

Consumer finance up 4% in June

Growth of 4% in consumer finance 
new business in June, compared 
with the same month last year, 
and growth of 11% in the first 
half of 2016 overall. Credit card 
and personal loan new business 
together grew by 2% compared 
with June 2015, while second 
charge mortgages and retail store 
and online credit new business 
remained flat. New business 
volumes in the second charge 
mortgage market were down by 
9% over the same period.

Asset finance up 6% in first half 
of 2016

Asset finance new business 
(primarily leasing and hire 
purchase) grew by 2% in June, 
compared with the same month 
last year, and by 6% in the first 
half of 2016 overall. Commercial 
vehicle finance and business 
equipment finance new business 
grew in June by 11% and 46% 
respectively, but plant and 
machinery finance new business 
fell by 3% over the same period.

Rejected?
REJECTED FINANCIAL 
APPLICATIONS DAMAGING 
CUSTOMER RELATIONSHIPS

Equifax research reveals that 20% 
of people in the UK have had an 
application for a financial product 
rejected, and that following an 
unsuccessful application, 62% 
of people are unlikely to use that 
company again in the future.

The online survey, conducted 
by YouGov, also highlights the 
emotional impact of an application 
being denied, finding that 23% 
felt frustrated, 19% embarrassed 
and 12% upset by the experience. 

As the breadth of financial 
products on the market continues 
to grow, providers must ensure 
they implement the most accurate 
‘know your customer’ strategy 
possible. This is vital to ensure 
that products are not marketed to 
people inappropriately and to avoid 
the risk of alienating customers. 

Chief Data and Analytics Officer 
at Equifax, Paul Birks, said: “With 
the amount of data and insight 
currently available, it’s important 
that lenders use this information 
smartly in order to correctly target 
their products and maximise their 
marketing budgets. Companies 
genuinely want to build long-term 
relationships with customers and 
the fact that such a high number 
of respondents were unlikely 
to use a provider again after a 
rejection highlights how easily these 
relationships can be damaged.

“When a customer is rejected for 
a financial application, it’s usually 
to avoid them taking out a product 
that is beyond their financial 
means. This is clearly the right 
thing to do but with more robust 
analysis, companies can be more 
accurate with their marketing, 
avoid unnecessary rejections and 
ensure their brand doesn’t push 
consumers away.”

In June, the Financial Conduct 
Authority released video guides 
for newly-authorised consumer 
credit firms. The videos cover their 
expectations and requirements 
from authorised firms, from 
reporting information to systems 
and how to pay fees. 

The seven videos are particularly 
useful for consumer credit firms 
and organisations which are newly 
authorised, to help explain what 
firms need to do to meet their 
obligations. 

There are seven videos covering 
responsibilities which are also 
available to view on the CCTA 
website at www.ccta.co.uk: 

1. Now you’re authorised,  
an overview. 

2. Reporting. 

3. Systems.

4. Fees. 

5. Rules. 

6. Problems.

7. Checklist.

Kid gloves?
A QUARTER OF CONSUMERS 
PREFER TO COMMUNICATE 
ABOUT DEBTS THROUGH 
DIGITAL CHANNELS

One in four people want 
businesses to contact them via 
digital channels in order to settle 
their debts, according to research 
by Echo Managed Services, 
signalling a shift in how consumers 
communicate with organisations. 

When asked which type of 
communication would most likely 
lead to payment of a debt, one 
in four of the 1,500 consumers 
questioned said digital means, 
such as SMS or email, particularly 
when these are linked to an online 
payment portal. 

A further 40% said a telephone 
call would be most likely to prompt 
them to pay, while one in three 
said they would respond best to 
a letter, demonstrating the wide 
range of communication channels 
consumers now prefer to deal with 
businesses through. 

Commenting on the findings, 
Lloyd Birkhead, managing director 
of Echo Managed Services said: 
“The way in which businesses 
communicate with customers is 
evolving, and while many are still 
favouring traditional methods 
of communication, there’s a 
clear trend showing more and 
more people are opting for 
digital channels. Businesses 
must adapt. Understanding 
how to communicate with each 
individual customer, and putting 
the control back in their hands 
by allowing them to select which 
contact channel they prefer can 
dramatically increase payment 
rates, and ultimately lead to 
reduced instances of debt in the 
first place. 

Slow but 
sure?
89 DEBT MANAGEMENT 
FIRMS IN LIMBO OVER FCA 
AUTHORISATION

The figure was revealed in 
July during a Q&A session at 
the regulator’s annual general 
meeting, in which Jonathan 
Davidson, head of supervision at 
the Financial Conduct Authority 
(FCA), answered questions over 
the authorisation process for 
consumer credit firms. He told 
delegates at the event that 
the FCA was still working with 
89 commercial debt advice 
companies to determine the 
outcome of their applications.

Davidson also said that 293 
debt adjustment or debt advice 
firms had made applications for 
full authorisation. Of these, 120 
firms withdrawn their application 
after realising they would not be 
successful. Some 13 companies 
had their applications refused 
outright. A total of 39 debt 
counselling organisations have  
had their applications approved.

At the FCA’s meeting Davidson 
said: “The authorisation process 
is an important tool to ensure 
we have very high standards. 
For many firms, when they first 
become authorised, it’s very 
important at that stage that we 
use those opportunities to set high 
standards. How long it takes to 
reach those standards depends 
of the quality of the application. If 
the application is complete it takes 
six months under the statutory 
deadline to issue a decision. If 
the application is incomplete, the 
statutory deadline is 12 months.”

FLA figures

FCA ‘Now 
you are 
authorised’ 
videos To catch a fly?

Egging the 
pudding?
PAYDAY LENDERS TRAPPING 
PEOPLE WITH LOANS THEY 
CAN’T AFFORD, SAYS  
CITIZENS ADVICE

A study by Citizens Advice found 
that some companies were still 
failing to carry out basic checks to 
make sure borrowers can afford 
to pay back loans. A survey of over 
400 people who had attempted 
to use payday loans revealed that 
one in four had not, or could not 
remember, being asked questions 
about their financial situation or 
ability to repay a loan. 

A separate study of Citizens Advice 
staff and volunteers showed 
that 27% said inadequate credit 
checks were the main cause of 
problems to the people they help. 
The research found that fewer 
problems had been reported since 
a cap on payday loan interest rates 
was introduced in January last year.

Citizens Advice helped one 33 
year old man who had been 
granted a payday loan despite 
suffering from depression and 
alcoholism, having no permanent 
address, being previously declared 
bankrupt and having only benefit 
income. The report finds that half 
of these borrowers are still getting 
into difficulty paying back their 
loans. This increases when looking 
just at people who did not go 
through credit checks with 78% 
getting into difficulty compared to 
40% who did have checks.

Those surveyed said it was easy 
to get a payday loan, using online 
and phone applications, with few 
requiring credit checks. The report 
also highlighted new methods 
being used to collect payments 
from people’s accounts. Citizens 
Advice found a number of cases 
where a payday lender asked 
people to share their internet 
banking details including login and 
password so a lender could directly 
access their account and adjust 
funds without advance permission 
from the borrower. 
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A drop of the 
good stuff?
INTERMEDIARIES LOOKING TO 
WINE INVESTMENT AS POST 
BREXIT SAFE HAVEN OPTION

27% wealth managers and 
Independant Financial Advisors 
expect appetite for wine investing to 
increase over the next 12 months 
as the impact of Brexit drives the 
sector to new highs and fuels 
greater demand among investors 
for asset class diversification and 
safe havens. This is according 
to new research with UK 
intermediaries by Cult Wines. 

Since the UK decided to leave 
the EU in June, the industry 
benchmark index, gained 3.6% 
to close on 269.07, the largest 
positive monthly movement since 
November 2011 and it’s the 
highest level since August 2013. 
For the week following Brexit, Cult 
Wines’ trade sales increased by 
106% on the pre-referendum 
average figure in June and this 
trend has continued thereafter with 
particularly strong demand from US 
and Asian investors spurred by the 
fall in Sterling against the US and 
Hong Kong dollar.

48% of intermediaries highlighted 
the main reason for anticipating 
this increase was because 
fine wine acts as a diversifier 
to mainstream assets such as 
equities and bonds. 43% said it 
was because of attractive medium 
to long term returns. With reduced 
returns forecast over the next 
few years from mainstream asset 
classes and increased levels of 
volatility, the study found that 
28% of intermediaries predict the 
level of awareness among high net 
worth retail investors of alternative 
physical assets such as wine will 
grow over the next two years. 

Holding on…
ARREARS AND POSSESSIONS 
CONTINUE TO FALL, REPORTS 
COUNCIL OF MORTGAGE 
LENDERS

The number of mortgages in 
arrears continued to fall in the 
second quarter of this year, and 
is now at its lowest level since 
records began more than 20 
years ago. Data from the Council 
of Mortgage Lenders show that 
at the end of June there were 
92,500 mortgages in arrears 
of at least 2.5% of the balance 
(0.84% of the total), down from 
95,900 at the end of March. 
The number of mortgages in 
arrears was 13.4% lower than a 
year ago, when the total stood at 
106,800, and is now at its lowest 
level since the run of figures began 
in 1994.

The number of properties taken 
into possession also fell in the 
second quarter, to 1,900 (down 
from 2,100 in the first three 
months of the year). There was 
a decline in both the numbers of 
owner-occupied (1,300, down 
from 1,500) and buy-to-let 
(500, down from 700) properties 
taken into possession (all figures 
rounded to nearest hundred). If 
the present trend continues, the 
number of mortgaged property 
repossessions this year is on 
course to be the lowest since 
1982 (when there were 6.5 
million mortgages, compared to 
11.1 million today).

A more detailed breakdown of the 
data shows that there was a fall in 
the number of borrowers in each 
band of arrears, apart from those 
owing more than 10% of the 
mortgage balance. The number 
in this category edged up from 
23,500 to 23,700 - the same 
number as at the end of last year.

An acceptable 
level?
ONE IN THREE NEED FINANCIAL 
HELP FROM FAMILY AND 
FRIENDS

An online survey, conducted by 
YouGov, for Equifax found:

• 32% of people in the UK have 
had to borrow money from 
friends or family

• 31% of these loans were to 
pay for household essentials 
such as food

• 23% to pay for car repairs

• 18% to pay for utility bills

• 13% of respondents needed 
the money to help with 
mortgage payments or rent

• 11% to help pay off credit 
cards

• 4% to pay off a short term 
lender 

• 35% of respondents said that 
excluding mortgages, credit 
cards account for the largest 
part of their debt

• student loans are the biggest 
proportion of debt for 19% of 
the UK

• personal loans for 11% 

• thirty-five to forty-four year 
olds are the least aware of how 
much they owe

• 23% don’t know the sum of 
their total debt, compared to 
17% across all age groups. 

Banking & Financial Institutions 
Director at Equifax UK, Jake 
Ranson, said: “Personal debt is 
rising and becoming far more 
socially acceptable, with many 
people now willing to borrow for 
non-essentials such as home 
improvements and holidays. As 
a result lenders’ responsibility 
to ensure their customers don’t 
borrow more than they can afford 
to pay back has become more 
important than ever. Individuals 
also have a responsibility to take 
their finances into their own hands. 
It is concerning to see how many 
are asking friends and family for 
help paying off existing debt.”

PEOPLE TWICE AS LIKELY TO 
SAVE MOBILE PHONES AS 
JEWELLERY 

Almost three hundred and fifty 
years ago, Samuel Pepys buried 
his wine and Parmesan cheese to 
protect them from the Great Fire 
of London. These days people are 
more likely to want to save credit 
cards, cash and photographs than 
anything else, a survey by the 
Association of British Insurers (ABI) 
has found.

The ABI survey also showed a third 
of people would reach for their 
mobile phone, but only 16% would 
save jewellery or other valuables. 

September 2nd 2016 was the 
350th anniversary of the start 
of the blaze which destroyed 
more than 13,500 homes and 
87 churches in London while 
burning for four days. It is also the 
event which created the modern 
property insurance industry and, in 
turn, the fire service. 

James Dalton, director of general 
insurance policy at the ABI, said: 

“The Great Fire of London caused 
damage on an unprecedented 
scale. Unlikely as it is, if such a fire 
were to tear through London today 
we estimate it would cost £37 
billion to rebuild the city. What’s 
particularly hard to imagine is that 
there was no organised firefighting 
force, and no insurance to cover the 
thousands of properties destroyed. 

“As well as shaping modern 
London as we know it, the Great 
Fire inspired businessmen to offer 
fire insurance policies, which have 
evolved into the world leading 
insurance industry we have today. 
The crews the insurers employed 
to protect their investments 
became the first publicly funded 
fire service.” 

Back to 
school?
GOING TO UNI CAN RUIN YOUR 
CHANCES OF BUYING A HOME

More than 16,000 people failed 
to get on the property ladder 
last year because of their poor 
credit score, according to a study 
from Amigo. Most affected are 
those who embarked on higher 
education, who are 10% more 
likely to be rejected for a mortgage 
because of poor credit scores than 
those with just A-levels 

In 2015, there were around 
310,000 successful first-time 
buyers, however 5% of all 
applicants were rejected for a 
mortgage because of their shabby 
credit rating.

Common reasons for being 
turned down include previous 
unauthorised overdrafts and 
blank credit histories, but the late 
payment of a bill dating back 
years is also enough to produce a 
rejection, even if the money owed 
is just a few pounds. 

According to the research, a 
staggering 76% of all first time 
buyer applicants admit they were 
turned down by at least one provider 
because of their poor score. While 
most went on to be successful with 
other providers, the vast number of 
initial rejections highlights a major 
lapse in knowledge when it comes 
to the credit scoring system.

Each mortgage rejection can 
damage an applicant’s score, 
meaning those that apply 
to several lenders could be 
hampering their prospects of 
getting on the property ladder.

The lack of understanding around 
credit scores is most profound 
among 18-24 year olds, with 
33% claiming they were unaware 
that having no credit history could 
affect their chances of getting  
a mortgage.

A double 
edged sword
FAMILY INCOMES AND SAVINGS 
AT HIGHEST LEVELS SINCE 
2010, BUT DEBT BURDEN 
PERSISTS 

Families’ financial outlook has 
improved over the past year, with 
rising incomes and savings habits 
putting both measures at their 
highest point since 2010.

• monthly incomes are at their 
highest level for UK families 
since 2010, having risen by 
£128 since last winter alone

• the typical family savings pot 
has grown 42% in the last year 
to reach a new high

• 24% of families not saving 
each month is the lowest in the 
last 4 ½ years

• confidence in job security has 
increased over past year, with 
drop of seven percentage 
points, pre-Brexit, in those 
concerned about losing job 

• however, household debt has 
increased by almost a fifth 
to £11,250 compared to 
summer 2015

• uncertainty in the aftermath of 
Brexit has also led to greater 
concerns around managing 
family finances. 

Louise Colley, Customer 
Propositions Director, Aviva said:

“The financial situation for families 
has shown encouraging signs 
of improvement recently, with 
both incomes and savings levels 
now standing at their highest 
level since 2010. This has been 
buoyed by record low levels of 
unemployment, which looks to 
have given a boost to families 
across the income spectrum.

CARE HOME COSTS RISE TEN 
TIMES FASTER THAN PENSIONER 
INCOMES

The annual cost of a care home has 
increased by £1,536 over the past 
year, almost ten times the average 
£156 income gains enjoyed by 
pensioners over the same period, 
according to a five year study by 
Prestige Nursing + Care. 

Costs for an average single room 
in a UK residential care home 
have risen by 5.2% to £30,926, 
more than double the average 
pensioner’s income of £14,456, 
while pensioner incomes grew by 
just 1.1% over the last year. The 
annual growth rate of care costs 
(5.2%) from 2015 to 2016 has 
more than doubled from the 2.5% 
growth rate from 2014 to 2015. 
This is far higher than the current 
rate of inflation (0.3%) and the 
fastest growth rate since 2012. 

The annual shortfall between 
care costs and pensioner income 
amounts to £16,470 (£317 a 
week), should they need to pay 
for residential care in later life, 
up 16% from £14,196 four 
years ago. The total cost of care 
annually amounts to 114% of the 
average pensioner’s income after 
tax. This shortfall has increased 
by 9% in the last year alone from 
£15,089 a year, or £290 a 
week, in 2015. This means the 
average pensioner’s income would 
now pay for less than six months 
of care, despite research from 
Saga showing the average stay in 
a residential home is 2.5 years.

The birth of 
an industry

Stable 
situation…
GROSS MORTGAGE LENDING 
STABLE IN JULY

Gross mortgage lending held 
steady in July and was an 
estimated £21.4 billion, according 
to the Council of Mortgage 
Lenders. This closely matches 
June’s gross lending total of 
£21.5 billion and is 1% lower 
than July last year (£21.6 billion).

Commenting on market 
conditions in this month’s market 
commentary, CML chief economist 
Bob Pannell said:

“Indicators are likely to provide 
truer readings of market conditions 
the further we move away from 
the distorting effects of April’s 
stamp duty change. The subdued 
nature of property transactions 
and mortgage lending in July are 
consistent with a less positive 
backdrop for house purchase 
activity post-referendum.

“The Bank of England expects 
stronger economic headwinds to 
build as we move into 2017, and 
the Monetary Policy Committee’s 
(MPC) package of monetary policy 
measures represents a spirited 
effort to lean against these on a 
timely basis. The MPC has pencilled 
in a further cut in Bank Rate later 
this year, but aims to avoid negative 
interest rate territory.

“The Term Funding Scheme 
should boost market sentiment a 
little, by engineering broader cuts 
to rates for existing mortgage 
borrowers than would have 
been the case, but it is not clear 
how well the Bank’s actions will 
underpin borrower demand in a 
more adverse economic climate.”

Pension 
politics?



THE ONE STOP MONEY SHOP
The One Stop Money Shop is pleased to announce it has 
been granted full FCA authorisation to continue to act as a 
short term high cost instalment lender. The approval process 
was long and thorough and authorisation comes at a time 
when the company is expanding its lending operation from 
face to face in the Yorkshire area to nationally online.

The One Stop Money Shop was established in 2002 
and provides short to medium term sub prime unsecured 
personal loans. The expansion into providing loans online to 
a national audience, as well as continuing to provide face to 
face lending, has also proved to be a challenging process but 
one the company is committed to in order to take advantage 
of the ever increasing demand for the online unsecured 
personal loan product. 

CELEB 
RATE...
MEMBER AUTHORISATION
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CCTA TRAINING 
PROGRAMME 2016
Only two courses left to run this year… 
BIRMINGHAM

 Complaint Handling, Reporting and Publication
 Post Authorisation, Supervision and Reporting

If you have any questions please 
email: training@ccta .co.uk 
or call the office on 
+44 (0) 1274714959

BIRA BANK AUTHORISATION
At Bira Bank we found the application process was relatively 
simple. FCA questions were more around clarification of our 
business model and our specific permission requirements, 
although it did take almost 12months from the date of our initial 
submission!

Formed by members for members in 1955 bira bank is not 
just the UK’s only trade association owned bank but the only 
specialist bank for independent retailers. It has a long established 
reputation for providing competitive lending and savings 
products for both business and personal use which can also be 
accessed and offered to staff and family members. 

CALEDONIAN FINANCE AUTHORISATION
We are delighted to confirm that Caledonian Consumer Finance 
Ltd received full FCA Authorisation on 21 July 2016. We 
originally submitted our application on 2 September 2015 
and whilst this has been a fairly lengthy process, becoming fully 
authorised is a key milestone for the business which will allow us 
to progress with our plans to expand both the funded and loan 
administration aspects of our business.

From a funding perspective, in early 2016 we secured a £15m 
funding facility and are currently in the process of negotiating 
additional funding lines. In terms of our loan administration 
division, we’ve recently seen significant growth in volumes from 
our largest client and having achieved our full FCA authorisation, 
we are ideally placed to promote both our funded and loan 
administration solutions to small & medium sized clients across 
the industry.

Walker and Co. Securities Ltd t/a Trax Motor Finance are pleased 
to announce that they received full Financial Conduct Authority 
(FCA) authorisation in August 2016. Trax Motor Finance offers 
HP solutions to the Motor Finance Industry in the sub-prime 
sector, currently in the North East, Manchester and Wales.

Although the authorisation process was a lengthy one, we were 
pleased and surprised with the helpfulness of our FCA case 
officer who recognised the steps we had taken to ensure that 
we were compliant with the FCA guidelines. Post authorisation 
we are looking forward to growing the business considerably, 
looking to expand to new dealerships throughout the United 
Kingdom, always bearing in mind that we are operating within 
the regulators guidelines, acting with integrity and treating our 
customers fairly.

AUTHORISED
MEMBERS

Wye Finance Co. Ltd

Accept Car Credit Ltd

Quidie Ltd

David Bury Ltd

Finance & Leasing Ltd

Aurstanger Ltd

Logbook Lending Ltd

Richmond Investments Ltd

CCTA MARKETING 
OPPORTUNITIES 2016
The 2016 marketing 
brochure is available to  
view on our website. It 
contains full details of all 
the opportunities we offer. 

If you are not already on our 
marketing list, and would like 
a hard copy, please email 
marketing@ccta.co.uk

NEW MEMBERS...
Taxi Loans Ltd 
London

TdotUK Ltd  
London

Aspire Money Ltd 
Birmingham

Zippa Ltd 
Belfast

The One Stop Money 
Shop Ltd 
Wakefield

Indigo Michael Ltd 
London

Paze Finance Ltd 
London

Bizfella Ltd 
Cheadle

Divido Financial Services Ltd 
London

Credit Kudos Ltd 
London



CCTA CONFERENCE 2016 

PRICES 
2 November day one conference £210  £260 
2 November buffet dinner & drinks reception £90 £112 
3 November day two conference £210 £260 
3 November gala dinner & champagne £145 £180 

ACCOMMODATION 
standard double room, per night £120 £120

PACKAGES
day one package - 10% saving £378  £443 
2 Nov conference, buffet dinner & accommodation  
day two package 10% saving  £428 £504 
3 Nov conference, gala dinner & accommodation  
full event package 15% saving  £761 £894 
2/3 Nov conferences, dinners & accommodation 

NOTE: all prices excluding VAT

NON-MEMBER

MEMBER

NOTTINGHAM 
BELFRY HOTEL 

2 & 3 NOVEMBER
to book online visit www.ccta.co.uk 

pay by credit card, BACS or cheque.

need help? 
email: conference@ccta.co.uk 
call: +44 (0) 1274 714959

SPONSOR 
AND EXHIBITOR 

OPPORTUNITIES
full details of all available opportunities 

can be found at www.ccta.co.uk

for further information, 
please email:marketing@ccta.co.uk 

or call our office on: 
+ 44 (0)1274 714 959

TOGETHER
GOING  FORWARD

STRONGERMichael Breach
Managing Director

Oyster Bay Systems

www.ccta.co.uk 

CCTA NEW
WEBSITE
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OYSTER BAY HAS DEVELOPED 
AN ENHANCED VERSION OF 
THE EUROSET REFERENCE 
STANDARD SOFTWARE (ERS).
The new software uses the calculation engine 
from the company’s flagship Vienna credit 
management system, and has been subject 
to many validation tests including comparison 
with the APR and settlement examples originally 
published by the OFT , and still available via the 
Financial Conduct Authority (FCA) website. 

Michael Breach, managing director of Oyster 
Bay and author of both the calculation engine 
and ERS said “There are no other authoritative 
reference works available in workable form, 
and so we have compiled our compliance 
documentation for ERS based on the published 
examples. This documentation is available for 
any of our users who need to demonstrate 
that the calculation engine is in line with the 
legislation.” 

ERS is available in two configurations, as a free 
download for CCTA members, and as a fully 
licenced package with enhanced capabilities. 
The initial download and registration process 
is straightforward, with automatic updates 
being optionally available from Oyster Bay’s 
distribution server, simply by ticking ‘check for 
updates’ on the setup panel.

It is now possible to have your company 
name appear on any printed outputs, along 
with a separate reference on any quotation 
calculations. Another requested and handy new 
feature allows the most recent quote to be 
recalled, should it need to be reworked.

Oyster Bay’s experience in the mathematics of 
consumer credit is clearly shown by the detail 
within ERS, which even deals with the need to 
use a false APR when non rebateable fees have 
to be factored into a settlement calculation. 
Their expertise in this field means that Oyster 
Bay has become a ‘go to’ company for lenders 
wishing to validate their own APR and settlement 
figures across a wide range of products including 
personal loan, mortgage, premium finance, hp, 
retail and short term credit.

The licenced version of ERS includes additional 
functionality that can deliver amortised payment 
schedules, partial settlement schedules and a 
number of easy to use quotation tools. 

APR and settlement calculations can be viewed 
in simple ‘results only mode’, or in ‘detailed 
mode’ which spells out the calculation workings 
line by line. “The purpose of this “, adds Michael, 
“ was to allow anyone to easily defend any 
challenge they may receive on settlement 
values generated by their back office systems. 

There have been a number of instances where 
consumers or consumer associations acting 
on their behalf have queried settlement values, 
but have been fully satisfied once shown the 
expanded explanations generated by ERS. “

The quotation tools within ERS have been 
enhanced to allow several different quote 
models including HP and personal loan either by 
flat rate or APR, PCP, modified agreement and 
fleet lease rental.

The fleet lease rental calculator even 
transforms an annual rate and rental profile 
into the A and B rental factors used by funders, 
and so eliminates the need for multiple look 
up tables. As Michael explains “This option is 
a quick ready-reckoner, alternative to the full 
quote tool found in our M1 system.” 

M1 is itself a new product from Oyster Bay, 
being a browser based fleet leasing quotation, 
procurement, rental management and asset 
disposal system for maintenance only, rental 
only, or full serviced contract hire products. 
Built on the Vienna platform, M1 offers full 
integration with CAP cost, maintenance and 
residual value data.

The new version of ERS , Version 8, is code 
named ‘Elements’.

WE ARE PLEASED TO ANNOUNCE 
THAT OUR NEW WEBSITE IS UP AND 

RUNNING. HAVING ANALYSED HOW YOU 
USE THE OLD SITE, WE HAVE MOVED 

FORWARD WITH NEW UNDERSTANDING 
TO PRODUCE A SIMPLIFIED, DYNAMIC, 

NO-NONSENSE EXPERIENCE.

THE NEW SITE INCLUDES:
a fully responsive evolved design which 

works on desktop, laptop, tablet or smart phone
a new five point entry system, 

tailoring the web journey to the user
easier navigation, making it simpler 

to find what you are looking for
print friendly forms and animated 
interaction on a host of new features 

WHAT YOU NEED TO KNOW:
All membership products, services and discounts 

will only be accessible by logging into the member hub. 
CCTA members will have already received 

a reminder of their login details. 

If you are interested in joining the association, 
visit the ‘Become a Member’ section of the website, 

or call us on +44 (0) 1274 714 959.

CCTA MEMBERSHIP BENEFIT 
UPDATED AND ON THE NEW WEBSITE…

YOUR 
CCTA

2016 has brought unprecedented change to the 
United Kingdom. In effect, the vote to exit Europe, 
and consequential ‘musical chair parliament’, threw 
all regulatory cards in the air, and has provided a truly 
unique opportunity to influence how, and where 
they land. When the dust has settled and equilibrium 
returns, as it must, if we have embraced the inevitable 
change, and risen to the challenges that will bring,  
we will stand stronger together, going forward. 
Our industry has endured an extremely difficult three 
years of broken communication and turmoil. Our 
collective voice of experience and caution appears  
to have been unheard in the corridors of power, but 
now is our chance to re-write the story. 

Collaboration is key. At CCTA we intend to draw  
a line under the chapter, and lead from the front  
the quest for a robust, fair and dynamic market. 
With the FCA authorisation gateway closed we 
have already targeted a strong public affairs 
programme. Following BREXIT, that programme 
will be further enhanced to protect our members 
and our industry. We will be working to ensure 
politicians and the regulator recognises business 
models of all shapes and sizes, serving specialist 
needs. Our heart, and conference, lies in protecting 
the consumer whilst safeguarding firms, jobs and 
the future viability of an arena striving to provide 
modern and innovative consumer credit products.



Chris Welch
Managing Director of Asset Finance 

Hampshire Trust Bank
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Attention Finance Brokers: 
Dependable and 
knowledgeable service

We specialise in hire purchase and leasing 
finance for small businesses via brokers. 
Dealing personally with each application, 
our Asset Finance team is currently financing 
vehicles and equipment for businesses across 
a range of sectors. 
So whatever your clients’ individual needs, 
make us your next call.

Hampshire Trust Bank Plc is authorised by the Prudential Regulation Authority and regulated by the Prudential Regulation 
Authority and the Financial Conduct Authority. Our FRN number is 204601. We are a company registered in England and 
Wales, registration number 01311315. Registered office: 131 Finsbury Pavement, London EC2A 1NT. Hampshire Trust Bank, 
HTB and      are registered trademarks of Hampshire Trust Bank Plc.

For more information, please contact your local 
Broker Development Manager:

Alan Timms, Midlands:
07714 191181 | alan.timms@htb.co.uk

Colin Bailey, South:
07539 820936 | colin.bailey@htb.co.uk

John Ingham, East Anglia and Northern Home Counties
07970 566545 | john.ingham@htb.co.uk

Martin Jones, Wales:
07757 372999 | martin.jones@htb.co.uk

Paul Barter, North England, North Wales and Scotland:
07766 397836 | paul.barter@htb.co.uk

t: 020 7862 6262
e: assetfinance@htb.co.uk
www.htb.co.uk

The day after the Brexit vote, the pound fell 
10% and it has stayed there. From a 12 
month high of $1.57 US dollars, 1.42 euros 
and 188 yen, the rates are currently $1.32 
US dollars, 1.17 euros and 132 yen (as of 
24-08-2016). Not universal lows, if you 
remember the last sterling crisis of ten years 
ago the pound traded at 1.01 euros, but it is 
the lowest for many years. 

A large proportion of the vehicles sold in the 
UK are imported, so margins must contract 
or prices rise. By how much will their existing 
margins and price strategy vary with the UK 
context of their finished vehicles (some have 
UK produced components).

It can be argued that vehicle manufacturer 
subsidised finance schemes reduce 
competition. Not between manufacturers, 
they all offer it, but between manufacturers 
and independent finance providers. If the 
number of subsidised schemes are reduced, 
then independent finance providers will be 
able to compete on a more level playing field, 
providing customers with increased choice and 
financing options.

The total cost of a car is the sum of all its parts. 
It is made up of the cost of the car itself plus 
the add-on services. The add-ons disguise the 
price of the vehicle by providing a combined 
package, remove them and the actual price 
becomes more transparent. An increase in 
transparency such as this makes the true cost 
of the vehicle apparent to the customer and 
may encourage them to shop around for the 
best financing deal.

in ‘free’ add-ons in manufacturer car finance. 
By stripping away these ‘freebies’, the 
true cost of a car would become more 
transparent and this would enable 
consumers and businesses alike to 
make more informed decisions 
about financing, servicing and 
warranties, encouraging 
them to seek out the best 
deals and decide for 
themselves which 
add-ons are worth 
investing in. 

Subsidised free add-ons such as motor 
finance schemes distort the market. Big 
businesses use franchised agents because 
it is convenient and they negotiate individual 
prices and individual packages, modern new 
cars hardly ever go wrong, servicing costs 
are set and if they do go wrong the warranty 
is automatic. Car buyers want their vehicles 
at the cheapest possible price. However, it is 
worth considering whether all of the add-ons 
provided by the manufacturer are always 
necessary. If a consumer has a good credit 
history they may be able to obtain cheaper 
finance elsewhere. Add-ons look good but 
they disguise the real vehicle price.

Why do manufacturers offer these all-in 
packages, rather than cut the price or provide 
discounts as they do with commercial 
vehicles? Well, would you want to be the one 
that makes the first move in a price war? 
Would you want your competitors to say  
your carefully marketed cars are cheap? 
Instead manufacturers have chosen 
to make the price opaque.

Will Brexit shake up the motor 
finance market in the UK? 
At the moment it is too 
early to tell, but over 
the next few years 
we may start to 
see a reduction 

MARKET 
DISTORTION

WILL BREXIT STOP THIS ROUND OF MOTOR 
VEHICLE INTEREST FREE FINANCE AND LEAD 

TO A FAIRER DEAL FOR THE CONSUMER?

A LARGE PROPORTION OF 
THE VEHICLES SOLD IN THE 
UK ARE IMPORTED, SO MARGINS 
MUST CONTRACT OR PRICES RISE. 



Claire Januszczak 
Partnership Manager

Lending Metrics
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Online solutions are also proving to be powerful 
identity tools eradicating the risk of fraudulent 
bank statements.

CURRENT TECHNOLOGIES
Commonly the current solutions use screen 
scraping technologies like BankVision allowing 
documentation to be transferred digitally, in a 
matter of seconds simply and securely without 
interrupting the customer journey, although 
some providers use apps and portal logins 
for the process. The technologies currently 
available typically provide around 90 days+ of 
real-time banking transaction data for almost 
every consumer in the UK, helping lenders to 
make critical decisions on loan applications. 

No delay, no fuss and no doubt providing 
lenders with pretty much everything they need 
to know to make a lending decision. Reviewing 
an applicant’s bank statement provides 
lenders with a reliable source of checking the 
affordability of the application. The assessment 
means the lender can adjust the loan to suit the 
applicant’s situation.

Bank statement data will not replace trusted 
credit bureau data, as there remains a need to 
understand a borrower’s repayment history and 
current outstanding debts to understand their 
full affordability threshold. 

WHAT’S IN STORE FOR OPEN BANKING?
The idea of Open Banking was initiated in 
July 2013 when the EU issued the Payment 
Services Directive (PDS2) recommending 
payment account providers i.e. banks etc., 
to provide third parties, with appropriate 
consent, to access bank account information. 
In December 2014 the Treasury published a 
report written by the Open Data Institute which 
considered in detail how financial technology 
firms can make better use of bank data on 
behalf of customers, through Application 
Programming Interfaces (API’s). This has also 
been supported by the Competition and Markets 
Authority (CMA).

The CMA have released a range of measures 
to be introduced to the retail banking sector 
following a two year review of the market. 
At the forefront of these measures is Open 
Banking. The CMA have stressed the need 
for greater market competition and better 
consumer outcomes.

Alasdair Smith, the Chair of the investigation has 
said: “We are breaking down the barriers which 
have made it too easy for established banks to 
hold on to their customers. Our reforms  
will increase innovation and competition in  
a sector whose performance is crucial for the 
UK economy.”

This Open Banking method can also be used 
for credit risk purposes allowing vetted and 
authorised providers to make the consumer 
journey even more efficient, and must be 
directly supported and approved by the banks 

themselves using a verification process similar 
to 3D-Secure.

The CMA’s original timelines in their provisional 
report included redacted data being available 
through the Open Banking API by Q1 of 2017. 
However, following feedback from the trade 
associations FData (FData is a new trade 
association formed to work with government, 
regulatory authorities and financial industry 
stakeholders), who have worked closely with the 
CMA over the last 18 months and have helped 
inform their understanding, it was decided 
redacted data will be of little use to Fintechs, 
especially as the full statement data is available 
through current products. 

Credit Reference Agencies (CRA’s) and 
FinTechs including LendingMetrics, are looking 
to utilise the Open Banking API for credit risk 
products and have joined FData as they see the 
importance of Open Banking and wish to be 
instrumental in its development. 

The CMA are not alone in pushing for an 
increase in competition in the banking sector, 
they are joined by many other including  
HM Treasury. 

QUOTE FROM THE ECONOMIC SECRETARY TO 
THE TREASURY, HARRIETT BALDWIN MP
“A key part of the government’s economic plan 
is to improve competition in the banking sector 
so that it better serves the needs of Britain’s 
businesses and consumers.

“That is why at Budget we committed to 
delivering an open API standard in UK banking, 
which will help to drive more competition 
and innovation in banking for the benefit of 
consumers. To take forward this important 
work, we established a working group 
comprising a diverse range of stakeholders 
across government and the banking and 
FinTech industries.

“It is great to see the first publication of the 
Open Banking Working Group, providing an 
overview of the benefits their work will bring 
and setting out formally how they will deliver 
against the government’s commitment. This is 
an important milestone in the journey towards 
a better, more open banking sector that works 
more effectively for consumers. It is a great 
example of how the UK’s financial services and 
FinTech industries are collaborating with one 
another to take world leading action in banking.”

It has now also been confirmed that there 
must be direct representation for Fintechs 
on the implementation entity and its steering 
committee (formed as representation of 
Open Banking). The Economic Secretary to the 
Treasury and the government are still working 
on the framework for the application 
programming interface and are working 
towards having Open Banking available 
by 2018, making banks’ data more 
accessible. The CMA continues 
to push the banks and remain 

keen for FData to continue to encourage banks 
to start looking to action the proposals.

EMERGING DECISIONING TECHNOLOGIES 
ACCOMMODATING NEW DATA SOURCES
There are many challenges to lending in today’s 
market and lenders are constantly looking to 
adjust their loan journeys to suit the applicant’s 
situation. With new innovation in credit risk 
products, lenders will be looking for easier ways 
to adapt their decisioning practices easily and 
quickly without resource intensive commitment 
on their business and having to constantly look 
at new implementations.

With this in mind many lenders are looking 
at third parties to outsource their decision 
engine technology, thus mitigating reliance on 
internal IT resource. Lenders want to respond 
to intelligent learning by making rapid, even 
immediate changes to their lending rules 
in order to avoid costly delays. Increasingly 
this means taking the task away from the IT 
team and putting control in the hands of the 
operational ‘non-techie’ staff. Current available 
products provide an API which allows the lender 
to call for a decision to be made and an editing 
tool which allows the lender to evolve their 
decisioning as they see fit, instantly applying 
changes as and when needed.

Here are some key examples of what benefits 
these services offer to lenders;

• decisioning provided as a service, running and 
maintaining the platform

• editors allowing lenders with the correct 
access to change your decisioning instantly

• integrations and updates with major CRA’s 
and third parties

• having the ability to test decision changes in a 
passive engine and having the ability to roll 
back decision changes instantaneously.

With different pricing structures to 
match the lender’s needs, having 
an outsourced decision engine 
can be essential for lending 
operations who want to truly 
scale their business.

Put bluntly, it would no longer be acceptable to 
simply ask the client to declare that they could 
afford the loan, instead the lender must now 
obtain evidence to support affordability. 

To underwrite a mortgage correctly lenders 
must now access the consumer’s most recent 
90-day bank statements. Nicole Blackmore 
(Senior Personal Finance Reporter) from 
the Telegraph stated: “The City regulator, 
the Financial Conduct Authority (FCA), has 
introduced the new rules, known as the 
Mortgage Market Review, to ensure borrowers 
are issued with mortgages they can afford 
both now and in the future. The FCA was 
concerned that lenders were making it too easy 
to get a mortgage before the financial crisis. 
Many households borrowed too much money 
and found they were unable to keep up their 
repayments when the financial crisis struck.”

Also during the investigation of the High  
Cost Short Term Credit industry (HCSTC)  
the FCA outlined that one of their major aims 
was to ensure that affordability assessments 
would be based upon accurate and up to  
date information.

The FCA handbook, CONC 5.3 Conduct of 
business in relation to creditworthiness and 
affordability states: “The creditworthiness 
assessment and the assessment required 
by CONC 5.2.2R (1) should include the 
firm taking reasonable steps to assess the 
customer’s ability to meet repayments  
under a regulated credit agreement in a 
sustainable manner without the customer 
incurring financial difficulties or experiencing 
significant adverse consequences.”

Used in conjunction with credit bureau data, 
what better way to assess affordability than a 
bank statement? 

Lenders can make sure applicants’ bank 
balances do not deteriorate from month to 
month, as this would suggest they are spending 
more than they are earning. 

Previously, lenders asked for detailed 
information about monthly debt repayments, 
maintenance costs, utility bills and other 
essential expenses such as council tax, and 

used Office for National Statistics’ averages to 
estimate expenditure on most other items. 

Lenders want to know exactly how 
much borrowers spend on child care, 

grocery and travel costs, as well as 
discretionary items, and know 

the exact salary amount  
and payment dates. 

BANK 
STATEMENTS: 

THE NEW INNOVATION 
IN RESPONSIBLE 

LENDING?
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IN OVER YOUR HEAD

EVER SINCE THE 
MORTGAGE MARKET 

REVIEW AND THE 
ENFORCEMENT BY THE 

FCA OF THE CONSUMER 
CREDIT SOURCEBOOK (CONC) 
IN 2014, CONSUMER CREDIT 

COMPANIES HAVE BEEN SEARCHING 
FOR NEW WAYS TO ASSESS 

BORROWERS’ AFFORDABILITY 
AND ABILITY TO MAKE THEIR 

REPAYMENTS, AND TO 
BETTER UNDERSTAND 

THEIR CUSTOMER’S 
CIRCUMSTANCES 

BEFORE FUNDING. 
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The Financial Conduct Authority (FCA) continues to focus 
on the governance arrangements in place to manage the 
activities and impact on customers of use of third parties. 
The primary focus of the FCA is to ensure the customer 
receives a fair outcome regardless of a firms operational 
arrangements or the number of firms involved in the 
customer’s journey.
Whilst the SYSC requirements regarding outsourcing 
are well known, the expectations of the FCA is relation 
to arrangements such, as service arrangements or the 
introduction of business, are more opaque, and firms have 
been seeking further clarification through documents such 
as the RPPD (Responsibilities of Providers and Distributors 
in the Fair Treatment of Customers). We have seen a 
number a firms put in place proportionate arrangements 
for governance (whether the third party is a FCA regulated 
entity or not), and our primary observation is that firms 
must assess the arrangements in place, as well as the 
potential for a poor customer outcome if the arrangement 
did not to work as intended.
The FCA thematic review within the general insurance 
sector, clearly sets down the FCA’s expectations. The FCA 
is concerned at the increase it has seen in cases in which 
the introducer has an inappropriate influence on how the 
authorised firm carries out its business, in particular, where 

the introducer influences the final customer outcomes. The 
FCA also has concerns where the authorised firm delegates 
regulated activities, for example, by outsourcing their 
processes to unauthorised entities or to other authorised 
firms that do not have the relevant permissions. 
The FCA has set out the steps that firms should undertake 
to ensure that their relationships with introducers and lead 
generators meet regulatory expectations.
The key pillars of a good governance arrangement for third 
parties are:
• 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

• arrangements for providing training for third parties
• defined and workable arrangements for ceasing a 

relationship with a third party.
Unfortunately, regulated firms which get it wrong will face 
regulatory challenge. Further, in the face of systemic issues 
the FCA could insist on remediation programmes which 
are costly and detrimental to the day to day operations of 
a business.

Noreen Hussain 
Regulatory Director

Eversheds Consulting

This question is being considered by many firms as the interaction of all parties in the fair treatment of 
customers remains centre stage.

Who are our customers?
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Joanne Davis
Head of Asset & 

Consumer Finance,
Locke Lord UK LLP
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Q&A

The Thematic Review in question was focused on Appointed 
Representatives in the general insurance sector. However, the 
Financial Conduct Authority (FCA) made clear in its report that 
the findings of its report may also be applicable to Principals 
and Appointed Representatives operating in other sectors of 
the financial services industry. The report also makes clear that 
the FCA expect all Principals to consider the findings within the 
report and take appropriate action, where applicable.
The report itself identified three key areas where Principals were 
potentially failing to comply with their regulatory requirements, 
which are likely to see Principals seeking greater information 
from their Appointed Representatives.

Business models and risk management
Nearly 50% of the Principal firms which took part in the review 
were unable to demonstrate to the FCA that they understood 
the risks arising from their AR’s activities, and consequently did 
not have appropriate risk management frameworks in place to 
identify and manage risk.

Governance and oversight 
Over half of the Principal firms did not understand their 
supervisory requirements over the AR, particularly in relation to:
• due diligence and appointment, as many many of the 

participating firms had only carried out limited due diligence 
on their AR network

• set-up and contracting, as the contractual arrangements 

put in place by some of the Principals were not always fully 
compliant with FCA rules with generic contracts being used 
and Principals failing to appropriately capture the scope and 
nature of the activities being performed

• ongoing oversight and termination, with many firms failing 
to demonstrate that they had adequate controls over the 
AR’s regulated activities or an appropriate risk-based ongoing 
monitoring system in place.

Customer outcomes
As a result of inadequate business models, risk management, 
governance and oversight, poor customer outcomes were being 
delivered for which the Principals hold regulatory responsibility. 
Examples of mis-selling were found with many Principals failing 
to understand that they were required by the FCA to monitor 
the sales practices of their ARs.

Potential Requirements
So in answer to your question, as an Appointed Representatives 
you may find you are asked for information by your Principals 
similar to that found in the Regulatory Business Plans  
submitted by authorised firms. You may also find your 
Appointed Representative contract being amended to include 
FCA requirements, as well as new controls around risk 
management. Your Principal is also likely to carry out additional 
due-diligence checks as well as regular audits to ensure that 
you as an Appointed Representatives are fit and comply with 
FCA requirements.
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Alex Ellerton
Partner 

Grant Thornton

What cannot be denied is the amount of time, cost 
and effort expended by firms and regulator alike as the 
breadth of this multi-faceted sector, together with a 
number of new kids on the block with their new-fangled 
fintech, have worked their socks off to make it through 
the ‘interim authorised’ maze towards full authorisation 
by the Financial Conduct Authority (FCA).
Has everyone made it? Not yet. Though I am sensing that 
even the FCA is looking forward to the end of the process 
in Q2 2017. A relatively small number of applicants have 
been unsuccessful, and some will still remain concerned 
as to their ultimate fate. 
The double-whammy of intensive supervisory activity, 
together with tenacious probing of business models 
by FCA authorisation teams, has resulted in senior 
management teams feeling punch drunk following weeks 
and months of juggling priorities and steering immense 
change programmes.
Whilst those businesses that remain on the ‘difficult’ 
or ‘high risk’ pile continue to voice concern as to lack of 
certainty and potential for missed opportunity, those 
newly authorised firms can draw breath and should be 
proud of what they have achieved. 
So that’s the hard bit done. Back to growing the business 
and seeking additional margin in more challenging 

economic times…
Well, not really. There are a few things for firms and 
Approved Persons to bear in mind. Firms may no 
longer have regular contact with FCA supervision or 
authorisation teams, but that does not mean that the 
regulator will not continue to monitor their activities. 
Firms can expect communication from FCA when each  
of its key thematic reports are published later this year, 
and Approved Persons are likely to be asked personally  
to confirm they have understood the regulator’s concerns 
and have taken steps to respond appropriately. 
I know that firms are desperate to launch new products, 
for many it will be key to their long term survival, having 
observed a moratorium on development for over two 
years. It’s therefore the prime opportunity for FCA to test 
how product governance arrangements work in practice. 
Furthermore, in addition to data received via GABRIEL 
reporting, FCA’s wider intelligence gathering abilities 
should not be underestimated, as any firm that was 
subject to early interest in financial promotions in 2014 
will attest. 
So, whilst the industry should be confident in the fully 
authorised world, it should expect continued interest  
from the FCA as a normalised supervisory approach  
is taken forward.

UK financial services has never before seen the intensity of regulatory pressure as encountered by the 
consumer credit industry over the last 28 months. 

Credit where credit is due I’m an Appointed Representative (AR) that has been told by my Principal that they 
will require greater volumes and more complex information about my firm as a 
result of an FCA Thematic Review. What is likely to be required?
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One such recent decision is Monde Petroleum SA and 
Westernzagros Limited [2016] EWHC 1472 (Comm).
The factual background to the case was complex as it 
occurred against the backdrop of the chaos of the war 
in Iraq. The key points of interest for our purposes relate 
to the circumstances surrounding the termination of 
a Consultancy Agreement and, in particular, whether 
the steps taken by Monde Petroleum were effective to 
terminate the arrangement. Westernzagros claimed that 
the termination was invalid, alleging that it had been done 
in bad faith and through duress and misrepresentation. 
The Court’s judgment repeated much of the evidence 
given during the trial, largely it would seem because the 
judge wanted to place on record what he considered to 
be the facts of the case. This of itself was no mean feat, 
with the judge saying that, “none of the witnesses of fact 
told me the whole, unvarnished truth. Each of them, for 
his own reasons, had some matter or circumstance about 
which he did not want the Court to be fully informed.”
Despite these difficulties, the Court clearly outlined 
the law as it applies to the termination of contracts. In 
particular it confirmed that:
• the background negotiations to a contract are not 

relevant to how it must be interpreted. The only 

exceptions are where a party is claiming that the 
contract needs to be rectified or that the other party is 
estopped from enforcing it (such as by having waived 
the breach)

• where the contract requires a party to exercise its 
discretion, it must do so in good faith and not arbitrarily

• there is no general doctrine of good faith in English law 
and the courts will only imply this into certain classes 
of contract where there is a fiduciary relationship 
between the parties

• a right to terminate a contract does not involve the 
exercise of a discretion. As the judge put it, it simply 
involves a binary choice, have any of the events 
permitting termination occurred, yes or no?

The case makes it clear that triggering default and 
termination clauses involves the simple of task of 
checking that the particular default event set out in the 
agreement has occurred. If it has then, as a matter of 
contract, the party not in default can follow the steps 
required to terminate the contract.

Clearly, additional requirements will of course need to be 
followed where the arrangement concerned is Consumer 
Credit Act regulated.

Philip Alton 
Partner 

Gately LLP

Sometimes you have to simply admire judges who have clearly been faced with enormous difficulties 
in deciding the facts of a case. 

Terminating agreements – Keep it simple
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Whilst the revised draft in the second consultation did 
make some moves towards a two-stage approach, 
controversially it continued to require a copy of the 
contract/agreement to accompany the initial letter. This 
has been generally opposed at all stages by the creditor 
sector, as unnecessary and disproportionate. Statistically, 
very few debt claims are in fact disputed or queried in any 
way. It is argued that a copy of the agreement should only 
need to be provided, as and when a query or dispute is 
raised, whereupon it will be supplied immediately.
Despite this, it was stated during the open meeting of 
the Civil Procedure Rule Committee (CPRC) chaired by 
Lord Justice Briggs in June, that there had been previous 
unanimous agreement within the committee that the 
agreement should be required at the outset.
This remains difficult for the creditor sector to 
understand. It is not suggested that any defended 
action will end up before a Judge without the agreement 
having previously been made available, or that any claim 
will be issued or continued whilst a request for a copy 
agreement remains unanswered. Therefore, it is unclear 
why the CPRC see the provision of a copy agreement with 
the initial letter of claim as so essential.

Is it because most other claims are brought before the 
court for the express purpose of dispute resolution and 
that the natural consequence of this is that it is felt that 
the debt PAP should follow the same format as all other 
similar protocols?

On the contrary, I believe that the first priority of the 
debt Pre Action Protocol (PAP) should be to encourage 
engagement between the parties. In the vast majority of 
cases this will be to agree payment terms or seek debt 
advice, not to assume or pre-judge a contractual dispute 
which is statistically unlikely to even exist, let alone likely 
to be raised in argument. As Lord Justice Briggs himself 
states in the final report of his Civil Courts Justice Review 
published in July: “The majority of civil claims already 
come to the court for enforcement rather than for the 
resolution of any dispute.”

Bearing that in mind, creditors are entitled to query why 
the draft PAP continues to cater disproportionately for 
the tiny minority of disputed cases. Why can’t debt claims 
commence as undisputed until such time as queried? 
Why can’t there be a truly two-stage PAP, with the copy 
agreement only supplied when actually required?

In Templars Estates Ltd and others v National 
Westminster Bank Plc and Royal Bank of Scotland, 2016, 
the High Court was asked to decide whether a court 
case should be stayed, while the Financial Ombudsman 
Service (FOS) dealt with a complaint. 
The claimants alleged that the Banks had given negligent 
advice. Although the pre-litigation phase of the dispute 
lasted several years, the complaints were not resolved 
and the claimants started court proceedings to protect 
their position and to avoid being statute barred. They 
asked the Banks to consent to a stay of court proceedings 
while they made that referral to FOS. The Claimants 
wanted to use FOS as they felt that it would be more cost 
effective and proportionate than taking the case to a trial 
in the High Court.
The Banks did not agree. The Banks argued that the claim 
had become stale and they would be prejudiced due to 
the passage of time. We all know the difficulties of the 
passage of time when it comes to memories, particularly 
when cross examination is deployed at trial for example.

The Banks also argued that any decision by FOS would 
not be binding on the claimants, and that the case might 
still need to be heard in the High Court if the claimants did 
not accept the decision made by FOS. This would delay 
the case even further. There would also be further delay 
in that the FOS complaint process could take a long time.
Following, it seems, an offer from the Banks, the 
claimants agreed that if they did obtain an award from 
FOS, they would not return to the High Court. They 
agreed that they would enforce that award, so far as it 
was made up to £150,000 and take their chances as to 
whether the Banks would be prepared to comply with a 
direction of FOS. The High Court granted the stay. 
This is a thought provoking judgment for those 
authorised and dealing with complaints. In some cases, 
it might be far more beneficial for both parties to refer 
the case to FOS and to know that the outcome will bind 
both parties. This is not just a relevant question during 
the complaint process, but one that could be a live 
consideration during or before court proceedings.

Robert Thompson
Partner 

Brachers LLP

Paula Swain 
Partner, Recoveries Services Group

 Shoosmiths

The pre action protocol for debt continues to be pursued. A recent case demonstrates the possibility of reaching an agreement, that a complainant will accept 
a FOS decision as a full and final outcome, before the complaint is lodged with FOS. 

The continuing battle for a proportionate debt Pre Action ProtocolAgreeing to treat FOS decisions as binding



Provident Financial  
join FTSE100

Nick Rossiter appointed 
Deputy CEO of Registry Trust

Mitratech swoops 
for Hitec Laboratories

In July 2016, Provident Financial vaulted into the FTSE100, 
where it joined the ranks of the biggest public companies. 

The firm built their business around the household finances 
of Victorian Yorkshire, offering doorstep loans.

Provident has flourished with an array of online loans and 
credit cards.

Nick Rossiter, currently an executive director, has been appointed 
deputy chief executive of Registry Trust.

Registry Trust is the non-profit company which registers 
judgments, orders and fines throughout the British Isles and 
makes them available to the general public and, through credit 
reference agencies, to the credit world.

Nick has worked with Registry Trust for 12 years, initially as 
operational manager and more recently as an executive director 
and chief operating officer.

Announcing the appointment Registry Trust chairman Malcolm 
Hurlston CBE said: “Our CEO   Jon Hale plans to retire next 
summer after over 30 years with the trust, the last 17 as chief 
executive.

Hitec Laboratories, a risk and compliance (GRC) software provider, 
has been taken over by Texas-based Mitratech.

The purchase of Hitec is Mitratech’s fifth in the past year and  
the second major acquisition in the GRC market, following its 
takeover of CMO Software in June.

The financial terms of the deal are undisclosed.

Mitratech, a provider of legal, compliance, and operational risk 
solutions, has a global network of more than 1,200 corporations 
and 12,000 law firms. It has a workforce of more than 400 
employees and operations in North America, Europe and Australia.

Hitec chief executive and founder Jeremy Crame said the 
acquisition would provide the business with a “wider market  
reach and increased investment”.
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Raphaels Bank joins 
Faster Payments 
On Thursday 11 August 2016 Raphaels Bank became the first 
new fully operational participating financial provider of Faster 
Payments, the UK’s 24/7 real-time payment service. 

Raphaels Bank is the 12th direct participant of the Faster 
Payments Scheme, and the first new bank to connect directly to 
the payment system since it was launched in 2008. 

Craig Tillotson, chief executive of Faster Payments, said: “I’d 
like to warmly welcome Raphaels Bank as a direct participant 
in our world-class 24/7 real-time payments system. It’s great 
news for their customers and the payments sector more widely. 
Raphaels is the first new joiner of many. Their membership 
underlines the revolutionary contribution our New Access Model 
is starting to make by enabling payment service providers of all 
shapes and sizes to offer their customers the real-time, 24/7 
payments they demand.”

Hampshire Trust Bank’s 
Asset Finance team 
expands across UK 
25 July 2016 – Hampshire Trust Bank has announced the 
appointment of two new Business Development Managers in its 
Asset Finance team, expanding its reach further across the UK.

Martin Jones, who has more than 25 years’ sales and finance, 
will focus on maintaining and building broker relationships across 
Wales while John Ingham, who has more than 28 years’ finance 
experience, will concentrate on strengthening the bank’s broker 
network in East Anglia and the Northern Home Counties.

Hampshire Trust Bank’s Asset Finance team offers hire 
purchase and leasing finance for businesses and consumers via 
independent introducers. The division has completed over 5,000 
deals since it began operating just over two years ago and has a 
network of Business Development 
Managers that cover the UK.

Equifax Touchstone 
Protection sales off to a 
strong start in 2016 
Sales of protection products soared in the first quarter of the year, 
reaching record highs not seen since the last quarter of 2012, 
according to Equifax Touchstone, a market leading intermediary 
database provider. Protection sales for the first quarter of 2016 
stood at £118.4m, up £7.2m (6.5%) on the same period last 
year and £1.3m (1.1%) on the previous quarter. 

Geoff Greensmith, Director at Equifax Touchstone, said: “It has 
been a solid start to the year for protection sales, driven by a 
strong uptake in critical illness and term assurance policies. 
Unsurprisingly, mortgage term sales have lagged behind 
following a reduction in mortgage applications at the end of 
2015. This trend may also continue into the next quarter given 
the rise in stamp duty for buy-to-let properties which came into 
effect on 1 April this year.” 

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

Balancing risk with  
collections
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Arrears and Collections - Outcomes and Conduct
Doing the right thing for consumers can be complex – but it is possible with the correct focus 
and leadership.

The consumer credit industry, as a whole, has made huge progress in the last few years to 
improve customer outcomes. With arrears and collections, describing what a good customer 
outcome is can be subjective. Generally the consensus seems to be that the right thing to do 
is to make sure of the appropriate customer engagement, with conversations or interactions 
around income and expenditure unique to the customer’s needs to help make reasonable 
affordability assessments.

In addition, front-line staff should be able to identify vulnerability through triggers, words, 
phrases and behavioural signs. An internal team with more detailed training can help. 

In most cases the customer is the ‘expert’ of their own particular needs, and therefore, will 
know what will or will not work for them. One should always listen carefully to the customer 
and, if they have an identifiable vulnerability then advise them of what help can be offered. 
Those identified with a mental-health problem should be encouraged to disclose their 
situation and thanked for their disclosure. If they are not able to deal with the matter, it may 
be appropriate to suggest that a responsible third party, (critical friend or carer) can help them 
manage their finances.

SHORT AND LONG TERM VULNERABILITY
Vulnerability can be both short and long term, an example of short term could be where a self 
employed window cleaner who breaks a leg and is not able to make payments for a number 
of months whilst recovering. The customer in this situation would be vulnerable for a short 
term and the appropriate action would be to provide sufficient breathing space before further 
contact, and to advice the customer to contact the Citizens Advice Bureau to see if they qualify 
for any benefits, grants or other support. 

An example of a long term vulnerability could be someone who has a form of cancer that is 
not immediately life threatening and is still working. They may have a greater emotional needs, 
additional hospital costs and possible reduction in income. It would be appropriate in this 
situation to provide a breathing space and to signpost organisations such as Macmillan Cancer 
Support but also to dedicate a vulnerability team member to the customer to give continuity of 
contact going forward. A non-life threatening cancer can be a long term vulnerability. 

In both situations the customers may be in a position to pay in the future and by working with 
them in a compassionate and emphatic way the door is left open to resume payments when 
and where appropriate. Doing the right thing by carefully considering the customer’s unique 
circumstances is paramount. 

In recent times, quality assurance has significantly progressed from the tick-box approach 
to frameworks enabling tailored conversations with customers that test and challenges fair 
outcomes. QA functions and staff should work closely so that direct interactions with clients 
can be enhanced and any necessary improvements made. Best practise would encourage 
risk based sampling, targeting high risk processes that may include vulnerable customers. 
Adequate management information should be made available, which will support the findings 
from customer outcomes assurance. 

Conduct, in this context, relates to the manner in which an organisation or activity is managed 
or directed. It is intended that, from 2018, all firms that are authorised and fall under the 
Financial Services and Markets Act (FSMA) will be subject to the Senior Managers Regime. 
Senior management in consumer credit activities should ensure that the right governance, 
accountability and correct conduct is embedded in the companies’ business, and flows from 
the top, down to all staff and areas of business operation. 

Good conduct can help establish good customer outcomes, all firms must be able to show 
consistently that fair treatment of customers is at the heart of their business.

Mark Bryant 
Director, SLL Capital

Anchor Computer Systems, 1 Chestnut Court, Parc Menai, 
Bangor, Gwynedd LL57 4FH Tel. 01248 672940 www.anchor.co.uk

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.

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.

For further information on
how Sentinel can help your
business contact:

Mike O’Sullivan 01248 672940
07854 955070

Alternatively email
enquiry@anchor.co.uk

Can your Loan Management System
take your customers on a journey
Payday Loan • Instalment Loan
Guarantor Loan • Secured Loan

IN MOST CASES THE CUSTOMER IS THE ‘EXPERT’ OF 
THEIR OWN PARTICULAR NEEDS, AND THEREFORE, 
WILL KNOW WHAT WILL OR WILL NOT WORK FOR 
THEM. ONE SHOULD ALWAYS LISTEN CAREFULLY 
TO THE CUSTOMER AND, IF THEY HAVE AN 
IDENTIFIABLE VULNERABILITY THEN ADVISE 
THEM OF WHAT HELP CAN BE OFFERED.



WHICH? SAYS COMPANY 
BOSSES SHOULD BE LIABLE
COMPANY BOSSES SHOULD BE HELD 
PERSONALLY RESPONSIBLE FOR NUISANCE 
CALLS, THE CONSUMER GROUP WHICH? SAYS.
A law change last year made it easier to prosecute firms that ignore rules on cold 
calling people, but only four of the 22 fines issued have been paid. The group 
suggested some bosses were closing businesses only to open new ones as a way 
of escaping penalties.

The government said it was looking at how further to strengthen the Information 
Commissioner’s powers.

The Information Commissioner’s Office (ICO) said it had issued £1.5m of fines so 
far in 2016, up from £300,000 in 2014, after the change to the law made it 

easier to penalise firms.

The ICO now only has to demonstrate calls and messages are a ‘nuisance’ 
rather than the cause of ‘serious damage and distress’. Firms must also 

display their number when calling or face being fined up to £500,000. 
But Which? felt that making further changes to the law so individual 

directors could be held to account would help to bring ‘rogues’ to 
justice.

“Millions of people are still being pestered by nuisance calls 
and it’s time for tougher action that holds company 

directors personally accountable for the unlawful 
actions of their companies,” Alex Neill, director of 

campaigns and policy for Which?, said.

anything less than the utmost care. In this 
case a patient reinforced this, however her 
pleas went unheeded. When the information 
could have devastating consequences 
if released incorrectly, it is even more 
important that measures are robust. 

“There is no doubt that releasing this 
information would have caused great  
distress to the woman, her children and  
the rest of her family”. 

SAGE 
Sage has possibly compromised the details 
of employees at 280 UK companies further 
to unauthorised access by an individual 
using an internal login. The police are 
currently investigating and the Information 
Commissioner’s Officer has been notified.

DATA PROTECTION – BREXIT VIEW
The following is an early view of the potential 
legislative and business impacts, in particular 
with reference to the GDPR. 

Ultimately the UK’s post-Brexit business and 
legal landscape will largely depend on the 
nature of our continued relationship with the 
EU, and the scope and type of changes we 
decide to make to our legislation. 

Although we use the data protection landscape 
as an example, the EU legislative framework 
applies equally to many areas of UK financial 
services law, including the Consumer Credit 
Directive. Although member state regulation 
is based on the Data Protection Directive, 
domestic laws and, in particular, respective 
enforcement practice differ to some extent 
from one state to another. 

A higher degree of harmonisation in EU data 
protection standards will be achieved by the 
upcoming General Data Protection Regulation 

HAMPSHIRE COUNTY COUNCIL 
Hampshire County Council has been fined 
£100,000 further to the discovery of 
documents relating to over 100 people 
being found in an unused building. The 
information contained details relating to 
vulnerable children and adults. 

REGAL CHAMBERS 
A GP practice has been fined £40,000 
after it revealed confidential information 
about a woman and her family, including  
her contact details, to an estranged partner. 
The woman warned staff that her details 
should be protected. 
The ICO commented: “Most people would 
be horrified to think the information they 
entrust to their GP was being treated with 

The ICO has offered some guidance 
regarding Privacy Shield stating that 
organisations need to review their 
position if they are relying on Safe 
Harbor as the legal basis for transferring 
data to the US. 
Safe Harbor is no longer considered 
as providing adequate protection 
for data transfers. Consequently, an 
alternative is to use Privacy Shield 
which has now been formally approved 
by the European Commission and 
organisations are beginning to register. 
Roughly 40 companies have registered 
to date. The ICO intends to update 
its guidance soon in order to include 
Privacy Shield.

(GDPR), which will most likely come into force 
in 2018. The GDPR will be directly applicable 
in all member states, and will introduce fines 
at a level similar to antitrust regulations in the 
EU. It will have a broad scope of application as 
it will also cover data processing outside the EU 
if such processing is related to the offering of 
goods or services to data subjects in the EU. 

The transfer of personal data outside the EU 
is subject to additional requirements. In most 
cases, this is only allowed if the country where 
the recipient of the data is located is regarded 
as a ‘safe third country’ by the European 
Commission. This is where the UK is very likely 
to follow similar lines to those contained in the 
GDPR, irrespective of no longer being in the EU 
post the Article 50 process. 

An important question is whether, after Brexit, 
the UK would be classified as a ‘safe third 
country’ by the Commission, so as to permit EU 
personal data to be transmitted to the UK. If it 
were not, UK companies doing business in the 

EU would need to re-think their data protection 
compliance strategy. 
Cross-border data flows to data processors 
in the UK that do not currently require a legal 
justification are likely to require a particular 
justification in case of a Brexit. Without such 
justification, changes to data flows will 
become necessary. This would be especially 
burdensome if the data processor plays a role as 
a data processing hub within a group structure 
with headquarters or subsidiaries in the EU. 
This need to follow EU legislative expectations 
cuts across many areas of UK business. Even 
being outside the EU will require the UK to adopt 
acceptable levels of controls and safeguards to 
ensure our ongoing ability to trade with the EU 
and its member states. 
In short, economic and commercial drivers will 
dictate how much we follow EU legislation, 
rather than political considerations and the 
desire to be independent.
Mike Bradford, Regulatory Strategies

RECENT DATA BREACHESPRIVACY SHIELD
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CONSUMER RIGHTS: 
PROCESSING PERSONAL 
INFORMATION
Under new data protection regulation, 
consumers will have increased rights to object 
to processing of their personal information. 
Mark Fairbairn, head of retail at Equifax, 
explains what this could mean for retailers 
and both their online and offline marketing 
strategies.

“The EU’s new General Data Protection 
Regulation (GDPR), designed to protect 
consumer privacy and data usage, is due to 
come into force in 2018. While Brexit brings 
uncertainty over the UK’s implementation 
of this regulation, companies should press 
ahead with preparation for change. The UK 
government will have to decide whether it 
implements the new EU rules as planned, 
or develops alternative regulation. For UK 
businesses to continue to operate in the EU 
any alternative regulation must be palatable 
to European regulators. This means that 
whichever route the UK government takes the 
direction of travel will not change, although 
the end regulation may not look identical to 
the GDPR. 

“So what does this mean for retailers? 
The UK’s retail sector leads the way in the 
development of digital commerce through 
personalised customer strategies. The key 
to this sophistication is found in mobilising 
customer data, and retailers are concerned 
about how changes to data protection could 
affect growth in this area.

interests, the right to 
unsubscribe/opt-out must 
also be highlighted during the 
first communication with the 
consumer, and should be clearly 
and separately stated.

“Much of the detail needs to be worked 
through over the coming months and years. 
The Information Commissioners Office (ICO) 
pledged in its 2016-2019 plan to work 
closely with the Department for Media, Culture 
and Sport to balance the interest of protecting 
the public and supporting economic growth. 
Co-operation across policy makers and industry 
players will become all the more important 
as Brexit negotiations commence and the UK 
shapes its future data protection laws.” 

“The new regulations refer to 
‘unambiguous consent’, a stricter 
definition than used today. 
Companies must ensure 
that they employ clear and 
transparent language in gaining 
consent from consumers to use  
their data in order to satisfy the  
new tighter definition. 

“Exactly what this means in a digital context, 
for example when it comes to cookies, 
remains unclear. The Direct Marketing 
Association (DMA) has drawn attention 
to what is and is not considered ‘personal 
data’ in this instance. A cookie placed by a 
service provider who knows the individual, 
will generate ‘personal’ data about that 
individual’s behaviour, whereas an online 
advertiser cannot link such behaviour to a 
particular person, so that data would probably 
not be considered personal.

“When it comes to non-digital marketing, 
data protection rules still require that anyone 
processing personal data must have a 
‘legitimate interest’ for doing so. While 
under the EU regulation data processing for 
direct marketing continues to be considered 
a legitimate interest, to ensure lawful 
processing, marketers need to carefully assess 
the relationship between their company and 
the consumer. Under the new law, consumers 
will have increased rights to object to any 
processing of their personal information, 
including profiling, at any time, free of charge. 
While unsubscribe/opt-out methods may 
continue to satisfy non-digital marketing 
performed under legitimate business 

IT’S PERSONAL



   TOTAL MARKET APRIL   YEAR TO DATE
CATEGORY  NEW USED TOTAL NEW USED TOTAL
PASSENGER CAR   2016  223904  270335  494239  2286933  2243129 4530062 
    2015  207354  217681  425035  2158438  1940935 4099373 
    % Change  7.98  24.19  16.28  5.95  15.57  10.51 

LIGHT COMMERCIAL VEHICLE  2016  12348  14557  26905  124135  117040  241175 
    2015  12664  11501  24165  128424  102212  230636 
    % Change  2.50-  26.57  11.34  3.34-  14.51  4.57 

HEAVY COMMERCIAL VEHICLE +3500  2016  2442  2000  4442  22748 14095 36843 
    2015  2144  1665  3809  20665  13673 34338 
    % Change  13.90  20.12  16.62  10.08  3.09 7.30 

COACH   2016  184  717  901  1758  2995 4753 
    2015  102  414  516  1346 2651 3997 
    % Change  80.39  73.19  74.61  30.61  12.98 18.91 

MOTORCYCLE   2016  5388  3569  8957  48234  26081 74315 
    2015  4867  2836  7703  42954  24030 66984 
    % Change  10.70  25.85  16.28  12.29  8.54 10.94 

MOTOR CARAVAN   2016  111  400  511  1406  3541 4947 
    2015  132  364  496  1417  3332 4749 
    % Change  15.91-  9.89  3.02  0.78-  6.27 4.17 

TOURING CARAVAN   2016  1144  2289  3433  10036  16843 26879 
    2015  825  1866  2691  7951  15686 23637 
    % Change  38.67  22.67  27.57  26.22  7.38 13.72 

STATIC CARAVAN   2016  110  119  229  653  658 1311 
    2015  215  161  376  976  612 1588 
    % Change  48.84-  26.09-  39.10-  33.09-  7.52 17.44-

AGRICULTURAL TRACTOR  2016  712  507  1219  4561  4173 8734 
    2015  582  454  1036  4218  3892 8110 
    % Change  22.34  11.67  17.66  8.13  7.22 7.69 

MISCELLANEOUS   2016  21282  10358  31640  199372  80930 280302 
    2015  15630  7370  23000  139729  64877 204606 
    % Change  36.16  40.54  37.57  42.68  24.74 37.00 

Grand Total   2016  267625  304851  572476 2699836  2509485 5209321 
    2015  244515  244312  488827 2506118  2171900 4678018 
    % Change  9.45  24.78  17.11  7.73  15.54 11.36 

39

HPI Receipts 
Summary
August 2016

STATS

F5: THE FUTURE OF 
FINANCE CONFERENCE
2016

Hilton London Bankside
www.f5conference.com 

Distinguishing and rewarding the new-era 
businesses paving the way and re-designing 
consumer and business lending, the day 
will also publicly recognise the expertise of 
technological, investment and regulatory 
leaders in the industry.

CREDIT SUMMIT 2017
 

QEII Centre, London
www.creditsummit.co.uk

As the UK’s largest credit industry 
conference, the Credit Summit returns in 
2017 following a hugely successful edition 
in 2016. This industry-leading event is fi lled 
with value packed sessions, high calibre 
speakers, highly engaged delegates and lots 
of new features.

UTILITIES & TELECOMS         
CONFERENCE 2016
 
St John’s Hotel, Solihull
www.utilitiesandtelecomsconference.co.uk

Bringing together energy, water and 
telecoms professionals, the Utilities & 
Telecoms Conference is the UK’s only 
conference for this sector. The day provides 
the best platform to debate the current 
issues and discuss where the industry 
is going.

29 
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13 
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30 
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24 
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COLLECTIONS, DEBT 
SALE & PURCHASE 
CONFERENCE 2016

 The Midland Hotel, Manchester
www.cdspconference.co.uk

Exploring collections, customer service 
and growth opportunities within the UK 
and Europe. The CDSP annual conference 
is ideal for collections, debt sale and 
purchase professionals seeking expert 
insight, technical information and superior 
content to enhance their outlook and future 
strategies.

CONFERENCE
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The number of card payments increased slightly in June 
reaching a monthly total of just above 1.2 billion, up by 
11 million on May. The main contributors to the growth 
in the number of purchases have been the ongoing 
migration of cash payments to cards, enhanced by 
increased use and acceptance of contactless cards. The 
number of contactless card payments rose by 0.9 million 
to 219 million in June, accounting for 18% of total 
purchases, up from 7% in June 2015.
Payment card spending also recorded a modest increase 
to reach £53.1 billion, which was £0.4 billion above 
the level recorded in May. Spending online amounted to 
£12.6 billion accounting for 24% of total card spending, 
up from 22% a year ago. During the second quarter 
cardholders made 92 million more purchases and spent 
£1.9 billion above the level recorded in the previous 
quarter. The increase in payment card expenditure comes 
after stronger than projected growth cited by many 
economists1 of 0.6% in GDP2 in the second quarter, up 
from 0.4% in the first quarter.
Card spending grew at an annual rate of 4.9% in June, 
down from 5.4% in May. The annual growth rate has 
declined continuously since peaking at 8.4% in October 
2015. This slowdown in part stems from uncertainty 
in the general economic climate and low consumer 
confidence3. Other factors include continuously low 
annual inflation4 alongside further reductions on both 
food and non-food products5.
The annual growth in the service sector continued to 
exceed that in retail sales reflecting changing consumer 
behaviour, a shift from spending on goods to leisure. The 
service sector expanded by 6.7% – more than double 
the growth of spending within retail of 3.0%. Annual 
growth within the service sector has been particularly 
strong in financial services (+17%) and entertainment 
(+8%). Automotive fuels and other services were the only 
subsector recording a decline, falling by 5.1% and 1.0% 
respectively over a year.
The annual growth rate of the number of purchases 
(+11%) continued to outstrip that of amount spent, 
driven by a robust rise in purchases made online (+21%) 
and contactless (+202%) over the last twelve months.
The average transaction value (ATV) on all payment cards 
decreased between May and June, falling by a further 
9p to £43.51, down from £46.59 a year ago. The 
ATV for debit cards decreased by 7p to £40.25, but the 
ATV for credit cards fell by 16p to £54.48. The ATV 
on all cards via the online channel fell more markedly 
by 40p to £80.64, and compares to £86.27 a year 
ago. In contrast, the ATV on contactless cards remained 
unchanged at to £8.60 for the second consecutive 
month.

Within the sectors, the retail sales ATV declined slightly by 
3p to £30.97, while the ATV for services fell by 36p
to £67.35. The largest decrease was registered in the 
financial services sub-sector, which recorded an ATV 
fall of £1.67 in June, while other services registered the 
largest increase, growing by 14p during the month.
This downward trend has been evident since 2011, 
mainly driven by the continuous migration of low value 
cash payments to cards, reinforced by the increasing use 
of contactless cards. Further downward pressure on ATVs 
is stemming from changing consumer preferences such 
as buying less but more often, along with intense price
competition among the major British supermarkets6 and 
low inflation.
The number of card payments within the retail sector 
increased by 5.2 million to 799 million, with the 
corresponding spend rising by £134 million to £25 
billion. The majority of the increase in spending came 
from the food & drink sub-sector growing by £51 
million to £9.4 billion. The other retail sub-sector was 
also a strong contributor to growth after increasing by 
£28 million to £4.0 billion, driven by increased sales of 
photographic goods and at gift shops.
Meanwhile, the number of purchases in the services 
sector grew by 5.5 million on May, corresponding to a 
rise in spending of £222 million to £28 billion. A major 
contributor of growth was the other services sub-sector, 
which recorded an increase of £75 million to £7.8 
billion, boosted by a notable increase in government 
services and employment agencies. The entertainment 
sub-sector also registered a strong growth in spending 
after increasing by £46 million to £4.6 billion; mainly 
driven by a large rises in spending on catering services and 
amusement parks.
Along with growth in spending at gift shops, government 
services and amusement parks there were significant 
increases at a number of other merchants during June. 
The largest increase in spending was evident at security 
brokers and dealers. A substantial rise in spending at 
foreign currency and travellers cheques distributors
were coincided with the beginning of the summer holiday 
season and increased demand for currency exchange

before the EU referendum. Growth in spending on 
leisure and travel coincided with the start of the summer 
holidays. Meanwhile, spending at gardening centres and 
services, counselling services and sports establishments 
registered the largest decreases between May and June.
The volume of internet shopping continued to grow at 
almost double the rate (21%) of that for all cards (11%), 
while the value spent online increased by 12% over a 
year compared to growth of 4.9% of total card spending. 
In terms of market share, online spending accounted 
for 24% of total card spending, with the number of 
e-commerce payments accounting for 13% of the total 
number of card payments.
Within retail sales, 8% of volumes were online equating 
to 13% of the total spend. Mixed business (30%) had 
the highest proportion of e-commerce within retail, with 
spending via catalogues a major contributor. Clothing 
(25%) and other retail (20%) sub-sectors within 
retail also exhibited relatively high proportions of online 
spending.
For the services sector over 19% of card payments were 
made via the internet during the month, which equated 
to 29% of spending. The highest proportion remained 
within financial services, with 44% of traffic routed via 
the internet – and mainly driven by online banking, mobile 
banking and more recently tax payments. Travel (40%) 
and other services (31%), were the other sub-sectors 
with pronounced e-commerce traffic, driven by spending 
on timeshares and computer programming respectively
Retail sales form a significant part of household spending 
in the UK and data from merchants show increasing
use of payment cards over many years. Payment card 
share of total retail sales (including automotive fuels)7 
amounted to 77.0% in June and compares to 76.9% 
a year ago. Debit cards accounted for 53.2% of retail 
sales, up from 52.6% in June 2015, while credit cards 
stood at 23.8%, down from 24.3% a year ago. This 
trend was also reflected in other sub-sectors such as 
food & drink and automotive fuels. The share of spending 
within food & drink accounted for by payment cards 
rose to 73.1%, while the majority of expenditure on 
automotive fuels was accounted for by payment cards, 
at 85.6%.

At a glance key figures
for June 2016

Total spending
(£ billions)

2016 2015 

53.1 51.8

37.8 36.6

15.3

All payment cards

Debit cards

Credit cards 15.1

Annual growth
rates for spending

2016 2015

4.9 8.0

5.6 8.6

3.3 6.6

Number of
purchases (Millions)

2016 2015

1,220 1,111

940 850

280 261

HIGH STREET 
BANKING
JULY 2016

UK CARD EXPENDITURE STATISTICS – JUNE 2016

1 Financial Times, UK economic growth stronger than expected: https://next.ft.com/content/a99d966d-9ae2-3b10-bd71-ddab5b252837
2 ONS, Gross Domestic Product: https://www.ons.gov.uk/economy/grossdomesticproductgdp/timeseries/ihyq
3 GfK, Consumer confidence: http://www.gfk.com/en-gb/insights/press-release/consumer-confidence-index-still-in-negative-territory-at-1/
4 ONS, Consumer Price Inflation: https://www.ons.gov.uk/economy/inflationandpriceindices/timeseries/d7g7/mm23
5 Retail Times, Shoppers boost budgets as food prices fall: http://www.retailtimes.co.uk/shoppers-boost-budgets-food-prices-fall-latest-brc-nielsenshop- price-index-shows/
6 Financial Times, Supermarkets in retreat on Asda war signal: https://next.ft.com/content/f6d24b9e-29a9-11e6-8ba3-cdd781d02d89
7 CES 3-month moving average spend of £24.6 billion expressed as a percentage of a similar 3-month moving average for ONS Retail Sales – All Retailing Including Automotive Fuel (J5A3) that amounted to £32.0 billion.

Gross mortgage borrowing of £12.6bn in the month was 
6% higher than in July 2015. 
Net mortgage borrowing is 3% higher than a year ago.
Consumer credit continues to show annual growth of over 6% 
reflecting strong retail sales and in the case of personal loans and 
overdrafts favourable interest rates.

House purchase approval numbers are some 19% lower 
than in July 2015, though in the first seven months of 2016 
they are some 2% higher than in the same period of 2015.
Remortgaging approvals were 6% higher than in July 2015 
and in the first seven months of 2016 were 21% higher than 
in the equiivalent period of 2015. 
Other advances were 19% higher than a year ago.
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Around 9.45m (35%) 
households have no 
savings, while a further 
2.97m (11%) have 
under £1,500. 68% 
have less than £10,000 
in savings.

The Office of National 
Statistics say that the average 
house price for  
first-time buyers  
was £220,000  
in March 2016,  
which is an  
annual increase  
of 8%.

The number of people 
unemployed for over  
12 months fell by  
301 per day between 
March and May.

Striking numbers... 

0.6%: The rate of GDP growth 
in the second quarter of 2016

5.9%: The average amount in Q1 
2016 that households saved from 
their post-tax income

£2,819: The rise in house prices  
in May

3.4%: The growth in rental prices  
in the South East in the year to June

At the end of November 
2015, there were 12.97 
million claimants of State 
Pension, a fall of 12,000 
on a year earlier. 43% of 
claimants were male and 
57% female.

According to the Office for 
Budget Responsibility’s July 
2015 forecast, household debt 
is predicted to reach £2.551 
trillion in Q1 2021. This makes 
the average household debt 
£94,481 (assuming that the 
number of households in the  
UK remained the same between 
now and Q1 2021).

The population of the UK 
grew by an estimated 
1,286 people a day 
between 2014 
and 2015.

There were 22,503 individual 
insolvencies in England and 
Wales in Q2 2016. This is 
equivalent to 247 people  
a day or, one person every  
5 minutes 49 seconds.  
This was up 6.9% on the 
previous quarter and up 
22.4% on the same  
period a year ago. 

According to the AA, it costs 
51.60 pence per mile to run a 
car. This is based on buying a new 
petrol car for between 
£13,000 and 
£18,000, replacing 
it after 4 years, 
and averaging 
10,000 miles 
per year.

British Bankers Association figures 
show that 57.1% of credit card 
balances were bearing interest 
in June 2016.

Outstanding mortgage 
lending stood at 
£1.298 trillion at 
the end of June.  
This is up from 
£1.268 
trillion 
a year earlier.

During April 2016 
an average of 461 
purchases were 
made in the UK 
every second  
using debit and 
credit cards,  
based on figures 
from the UK  
Cards Association.

The Government 
borrowed £260m a 
day during April 2016 
(£3,009 per second).

The Pensions Regulator 
estimates that at least 
6.411 million employees 
had joined a pension 
scheme under 
auto-enrolment 
by the end of 
June 2016.

Annual borrowing growth rates 
Household borrowing

Mortgage approvals
Number of approvals

STATS
KEY POINTS:
• gross mortgage borrowing of £12.6bn in the month was 6% higher 

than in July 2015 
• consumer credit continues to show annual growth of over 6% reflecting 

strong retail sales and in the case of personal loans and overdrafts 
favourable interest rates

• borrowing by non-financial companies increased by £2.3bn in July 
after a small fall in June.



THE FRAUD PREVENTION ELEMENT OF 
BIOMETRICS IS HIGHLY EFFECTIVE AND ONCE 
ESTABLISHED THE PROCESS CAN PROVE 
COST EFFECTIVE FOR LENDERS. 

the eye’s 
have it
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Biometrics – The Good, the Bad and the Ugly
A biometric is a form of identity based on a physiological (fingerprint, face, eye iris or retina) 
or behavioural (speech or signature) characteristic. There’s no special training required for a 
consumer to use them, they can’t be lost unlike conventional access methods and are unique to 
every individual.

If you’ve ever experienced airport retina scanning or have a fingerprint identity on your 
smartphone you’re already part of the world of biometrics. Apple, closely followed by Samsung, 
brought touch ID to the consumer market place and demonstrated how user friendly biometrics 
can be. Once, this was all considered the stuff of science fiction films but biometrics is now 
changing the way we do every day normal tasks, including our finances, and is reinventing the 
customer experience.

THE APPLICATION
In developing countries fingerprint technology can be used in banks and lending for document 
signing when a signature isn’t possible. This in turn can lead to greater acceptance rates, 
investment in economy and fraud prevention from stolen or fabricated identities. In the US, eye 
verification is used in banking by analysing the pattern of blood vessels behind the whites of the 
eyes through an app allowing consumers to service their account password free. Closer to home 
UK banks like Atom have adopted voice and facial recognition as part of their verification process 
and this summer HSBC’s 15 million customers will be able to benefit from the largest roll out of 
biometrics in the UK. Using voice and touch ID customers will be able to perform daily account 
activities such as checking balances and transferring money with this opt-in service.

A recent survey by YouGov revealed 37% of consumers felt traditional passwords are now an 
outdated security measure. The average person has 19 passwords for various logins but only 
one in three make them strong enough. The same research revealed that a third of people use 
the same password for almost every account and worryingly over half don’t regularly change 
their passwords. With this in mind it’s easy to see why the efficiency and simplicity of biometrics 
has led to fast consumer adoption and familiarity.

Smartphones play a key role in the implementation of this new kind of access facility. It’s no 
surprise they are increasingly becoming the foundation of the financial channel with 91% of 
millennials using their Smartphones to access their bank account regularly, and over half using 
it to make a purchase this month alone (BBVA). It’s technology we are familiar with and the 
function of pressing your finger to unlock your phone is so accustomed to many, it’s no great 
stretch to make the transition to doing the same for your bank account.

SECURITY 
Whist biometrics is a huge leap in the fight against money laundering, fraud and identity theft, 
at the heart of it is still a technological application with the potential to be hacked. Biometrics is 
in the early stages of revolutionising the financial industry with the certainty of backup facilities 
requiring further investigations. Current research shows that many consumers are still attached 
to the multi-stage, password system as it makes the process ‘feel’ more secure. Similarly, 
many may feel vulnerable exposing such a unique aspect of themselves, with no guarantee of 
how it could be used or potentially abused in the future. If a biometric database, rich in access 
to consumer data, is ever compromised, what happens? The data can’t just be reset like a 
password. As biometrics creep into consumers daily lives we start to rely on it more, especially 
when big trusted brands like Apple champion it in their software.

BIOMETRICS IN LENDING
You apply for your loan, the application documentation is sent to your email and instead of a 
signature you use your fingerprint. The whole process can be completed online, securely and fast, 
so there’s no need to wait for documentation in the post that could be lost or intercepted. Once 
you’re up and running there’s no resetting or remembering your password and no need for the 
20 questions regime if you require a call centre environment, as voice recognition can confirm 
your identity almost instantly.

The fraud prevention element of biometrics is highly effective and once established the process 
can prove cost effective for lenders. In April this year, app developer China PING AN TianXiaTong 
(PING AN) created a facial recognition that takes six minutes to create a lending application and 
claims to be the fastest lending platform in China. The technology used is programmed to act like 
the human brain successfully performing facial recognition more accurately than the human eye, 

So will this new faster, more efficient part of the application journey lead to a greater uptake in 
lending? It’s likely to become another part of the multi-layered security of the future, but is an 
exciting innovation that’s pushing the financial industry to deliver a better service at all levels.

Richard Carter 
Chief Executive, Nostrum Group
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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 @NostrumGroup      NostrumGroup




