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NOTE: With diverse contributing authors, the views expressed 
in this magazine are not necessarily the views of CCTA. 
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The strength and legacy of CCTA over the 
last 125 years, undoubtedly has been the 
expertise of the legal and technical advice 
it has provided to consumer credit firms 
and practitioners. The close collaboration 
with legislators and regulators over that 
period was, and remains, a major benefit 
to the industry and consumer. 

CCTA worked closely with the Office 
of Fair Trading and the Crowther 
Committee to ensure that legal processes 
and tools were fit for purpose, and 
that CCTA members were well served 
in their understanding of the law and 
the protection that it provided to the 
consumer and themselves under the 
Consumer Credit Act 1974. In subsequent 

changes and amendments to consumer 
credit law in 2006, 2011, and 2014 

to 2016, the association has stood 
four square with its members 

to help design and shape 
regulation, and where and 

when appropriate to 
advise the regulators on 

the danger of poor, 
inappropriate, and 

disproportionate 
regulation.
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CCTA VIEW   FINDER
REFLECTION

During the last four years as the industry 
has navigated the transition to the 
Financial Conduct Authority (FCA) PRIN & 
CONC rules, no other trade association 
has done more than CCTA in providing 
the information and tools for its members, 
and especially the SME group. We have 
been with them every step of the way 
explaining the regulations, and where 
possible negotiating with the FCA on 
disproportionate and inappropriate 
regulation when it surfaced. The close 
collaboration with the regulator was 
helpful in most sectors, but there is still 
more work to do.

The short term credit sector was a 
different kettle of fish, as the sector has 
always been highly politicised, as the 
home credit industry would testify. The 
Competition Commission Home Credit 
Inquiry (2004–2006) is testament to the 
intensity of the consumer lobby in high 
cost sectors. The remedies from that 
particular inquiry were all finally put in 
place by 2008, with a modification to 
repeat loans. The other major one was a 
comparable price website paid for by the 
home credit industry. 

CCTA to this day remains one of few 
true eclectic consumer credit trade 
associations, which is a testament to the 
dedication of the respective CCTA teams 
over many years. The regulatory reach by 
CCTA over the majority of markets and 
sectors allows the association to discuss 
the industry with great authority to all 
stakeholders, and for the commentary to 
be well received. However our eclectic 
position in the market has been a major 
burden during the lengthy FCA transition 
to full authorisation, as we currently have 

members in virtually every sector that 
required substantial assistance during 

that period. The outcome was that 
we could not dedicate as much 

time to public affairs during the 
last two years as we would 

have liked. 

The smaller boutique, and single focus 
trade associations benefit from not having 
to cover all of the markets and sectors 
within the industry.

However, we believe that our relationship 
with the FCA was probably more important 
over the last two years in collaborating 
with them on key issues across different 
sectors. Graham Haxton-Bernard, our Head 
of Legal and Compliance, is regularly called 
upon by the FCA for interpretation and 
insight. Graham also works closely with 
Barrister, Dennis Rosenthal at Henderson 
Chambers on any complex legal issues, 
so that we have further expert insight. It is 
hard to see where any significant public 
affairs gains were achieved by the industry 
over the last two years, despite assertions 
and claims by many parties. 

Another of the major strengths of CCTA is 
that the hierarchy are previous consumer 
credit practitioners, and understand 
the markets and most importantly the 
business models. We can therefore 
offer an ongoing first class service to 
provide our members with answers to the 
practicalities, understanding, and nuances 
of PRIN & CONC rules. 

There are several major regulatory 
hurdles ahead, not least of which is 
leadership, culture and tone, with the 
Senior Managers Certification Regime 
(SMCR) just around the corner.

The FCA have published their own Senior 
Managers Regime (SMR) document, a 
mere 102 pages. We are not suggesting 
members immediately rush to read it, but 
understand that personal accountability 
and responsibility is almost upon us. 

The majority of fines levied by the 
FCA surround PRIN 6 and 11. Positive 
customer outcomes and personal 
accountability (fit and proper, integrity, 
honesty etc) are key to the way 
the FCA will measure and 
penalise the industry.

We are on the cusp of the anniversary 
date for the FCA authorisation process, 
with certain sectors and members still 
awaiting full authorisation. Affordability, 
credit worthiness, and vulnerability still 
hover on the horizon. The high cost 
credit review is underway, and the 
vexed credit card and overdraft question 
remains hanging. 

So, in a nutshell whilst CCTA has been 
very successful in assisting our many 
members through the FCA regulatory 
maze, and at the same time liaising and 
strengthening our relationship with the 
regulator, we have not been punching 
above our weight within the public affairs 
arena. In essence CCTA has grown and 
developed in our traditional skillsets, but 
not grown as much as we would have 
liked in public affairs. We have been 
putting that right since our leadership 
conference in November last year, and 
have already increased our public affairs 
and public relations work.

The market is rapidly turning and 
SME’s in all consumer credit 
sectors are under attack 
through large practitioners 
and price comparison sites. 

Their lack of scalability means they find it 
difficult to compete on price, their new 
compliance costs post FCA regulation 
as a percentage of their overall costs 
are significantly higher, and their 
APR’s are higher than the banks 
and large finance houses. 
The number of SME’s in 
the market is falling 
significantly, and at the 
moment appear to 
be in freefall. 
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THE STRENGTH AND 
LEGACY OF CCTA OVER 

THE LAST 125 YEARS 
HAS UNDOUBTEDLY BEEN 

THE EXPERTISE OF THE LEGAL 
AND TECHNICAL ADVICE WE 

HAVE PROVIDED AND OUR CLOSE 
COLLABORATION WITH LEGISLATORS 

AND REGULATORS 



POLICY COMMITTEES
In the second half of 2016 we set up 
policy committees to address the burning 
questions of the day on the issues that 
were bearing down on our members. 
As suspected, over 80% of those issues 
were regulatory, with the main concern 
being the Financial Conduct Authority 
(FCA) PRIN & CONC rules interpretation 
and proportionately. As we know only too 
well, the political pressure on the short 
term credit sector forced the regulator to 
introduce a price cap model which was 
by far the biggest game changer within 
any sector, with ramifications still taking 
place. FCA current regulation, Financial 
Ombudsman Service adjudications, bank 

funding and payment services are 
ongoing issues within the short term 

credit sector.

It was evident that CCTA needed 
to step up public affairs 

activity to address many 
of the questions posed 

to press and pertinent 
stakeholders. That 

action was taken 
and the new 

CIRCUMSPECTION
enhanced structure will be in place by 
April 2017. We will reinstate the policy 
committees in the third quarter of 2017, 
if not before. 

THE CONSUMER CREDIT PRACTITIONER 
UNIVERSE
It is a well documented fact that the 
practitioner universe has decreased from 
the original 96,000 consumer credit 
licences, in 2012. It has virtually halved, 
with only 49,504 firms progressing to FCA 
interim permission in 2014. There has 
been further decay as firms progressed 
through full authorisation, and there are 
many companies still testing their business 
model, post April 2016, to see if it stands 
over a period of time. 

There are still new to market businesses, 
but they are few and far between and their 
numbers are not replacing the firms who 
are exiting the market, or being merged 
with larger firms. The short term credit 
arena has been decimated because of the 
price cap, coupled with the additional cost 
of compliance and fees.

It is the SME’s in particular who are 
exiting, as they do not have the scalability 
in customer numbers to withstand 
the additional costs. Online lending, 
comparison websites, and a move by 
consumers to borrow from friends and 
families has impacted on loans written in 
many markets. Over the last four years we 
had seen long standing members leave 
the market, especially the firms with less 
than five employees, as the impact of FCA 
regulation, through additional compliance 
costs is felt, as well as the increase in fees. 

In the short term credit market the 
withdrawal of bank funding, and payment 

services is impacting on small firms. 
Many mainstream banks are 

withdrawing facilities from these 
companies as they believe 

to ‘support‘ such firms is 
a reputational risk for 

themselves. 

WHERE IS THE MARKET GOING?
There is no doubt that in every large 
market there are changes underway, 
which is the nature of a healthy market. 
The FCA under their Project Innovate 
initiative and ‘sand box‘ approach are 
willing partners in new product and 
services coming to the market.

Banking is undergoing a massive upheaval 
in the rapid closure of branches, and the 
protection of consumers having banking 
facilities under the ‘last branch standing 
approach‘, in small villages, is withering 
on the vine. There is no doubt that 
consumers are going online more and 
more for all services, including banking. In 
the retail sector, John Lewis Partnership 
have just announced that 50% of their 
overall sales are now completed online, 
and they reduced the yearly bonus to their 
staff because of the future profit impact.

There are few signs at the moment that 
the Bank of England interest rate is going 
to rise significantly, although inflation is 
just starting to tick up slightly. BREXIT was 
finally triggered by Theresa May on  
29 March and expectations are that 
inflation will rise along the way, albeit a 
two year process. Annual Percentage 
Rates in the banking and credit card arena 
remain low, as do mortgages for most 
consumers. 

The Open Banking arena, Application 
Programme Interfaces (API’s), and 
Customer Information Service Providers 
(CISP’s) will be a tremendous benefit to 
many consumers as they receive far more 
product offers at better rates. However, 
it will work for the benefit of the largest 
loan providers who will gain yet more 
scalability compared to SME’s. For the 
FCA who have to supervise 56,000 firms, 
which is the tallest of all tall asks, having 
larger firms covering more of the market 
would be a godsend. However we are not 
stating that it is the intent of the regulator 
to distort the market, more an operational 
benefit by market changes. 

THE FUTURE OF THE BANKING 
AND CONSUMER CREDIT TRADE 
ASSOCIATIONS
As we now, know six of the banking 
associations are coming together under 
a new combined trade association 
called UK Finance. The three biggest are, 
the British Banking Association (BBA), 
Council of Mortgage Lenders (CML) and 

the UK Cards Trade Association. A chief 
executive officer has been appointed 
to run the new association, with no 
indication of the operational timing at 
this stage. Suffice to say bringing six trade 
associations together, sorting the human 
resource issues, demarcations issues, and 
new structure, will take time to bed in.

There is no doubt that the new 
association will have a strong voice within 
public affairs and public policy. There is 
also no doubt that the regulator, Bank of 
England, Treasury, and other stakeholders 
will welcome the opportunity to speak to 
one trade association rather than several. 
It is possible that nuances, observations, 
and market knowledge may be lost 
with one voice covering such a large 
industry platform.

What takes place at the top of the pile, 
can also be mirrored at the bottom. I have 
often been asked by the regulators, and 
other all stakeholder groups why there 
are so many boutique trade associations, 
and some with a very narrow focus. I am 
positive that with the overall practitioners 
universe shrinking, open banking, API, and 
other market disrupters, the chances of 
all the current trade associations surviving 
the next three to five years is remote, 
to say the least. Closures, mergers and 
collaborations will have to be the order 
of the day for the practitioner universe 
to obtain the best outcome from their 
chosen trade association. 

WHAT DO PRACTITIONERS WANT?
This article would not be complete 
without asking ‘what do practitioners 
want?’ The majority of our members wish 
for a period of calm and stability, secondly 
they would like certainty of regulation and 
interpretation, thirdly the SME element of 
our membership would like a level playing 
field. They currently feel that everything 
is stacked against them. All of our 
non-banking members would like a fair 
balance between the banks and the  
rest of consumer credit. 

Our members would like to be at 
harmony with the consumer, and 
stakeholder groups. They would 
also like to be recognised 
for the value they bring to 
consumers, but realise 
that, through their trade 
association, they 
need to provide 

a collective voice and proof about their 
service quality and customer wellbeing.  

WHAT DOES THE CONSUMER WANT?
The most important issue to the 
consumer is access to affordable and 
responsible credit, when they make 
certain life decisions. They also want 
forbearance and assistance from their 
lenders if their circumstances change 
for the worse. We all live in a consumer 
world, and responsible usage of credit 
is a necessity at some stage of life for 
all people.

For the small group of people who are 
isolated and should not be using credit, 
there is a need for a social policy decision 
and financial provisions, so that the state 
(or body regulated by the state) can work 
with them. More effort and resource 
should be directed into this area, and 
rising funds provided as more aged people 
fall into this category.

We remain disappointed that very little 
progress has taken place in financial 
education. This area is a vital one for 
children, preparing them for budgeting 
and money management when they 
leave school. We applaud The 
Money Charity for the work that they do 
with the ‘Student Money Manual’ and in 
other areas, but the 
school curriculum should be 
the start place for future 
financial training.
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THE INTRODUCTION OF 
CCTA POLICY COMMITTEES 
IN 2016 EVIDENCED A 
NEED TO EXPAND PUBLIC 
AFFAIRS ACTIVITY AND ADDRESS 
QUESTIONS POSED BY PRESS 
AND STAKEHOLDERS. 



And so, onto the direction that CCTA will 
be taking. We have raised our game since 
the conference last November and have 
been involved in far more public policy 
and public affairs meetings. These will 
increase substantially from April 2017. 

CENTAURUS COMMUNICATIONS
We have appointed Centaurus 
Communications as our London public 
affairs consultancy. Managing Director 
of Centaurus, Jonathan Horsman, and 
I have shared joint experiences over 
the years, especially in our respective 
home credit industry days. We are both 
steeped in consumer credit and public 
affairs, and dedicated to an initial 12 

month programme utilising the eclectic 
position of CCTA to comment on 

both specific and industry issues. 

DIRECTION
CCTA are a supporter of the All Party 
Parliamentary Group (APPG) on Alternative 
Lending, led by Julian Knight MP, who 
hosted the Credit 100 Credit Strategy 
Parliamentary Reception on 28 March 
2017 as part of Credit Week. He also 
hosted the launch event of the APPG 
at the House of Commons on 1 March, 
which we attended.

CCTA has had recent discussions 
with Lord Hunt of Wirral, the outgoing 
chairman of the banks’ Lending Standards 
Board, and Lord Darling of Roulanish, 
with regard to the market and regulation.

Ongoing dialogue with the FCA is equally 
important, and apart from conversations 
at the CCTA conference, we have had 
several meetings since the turn of the 
year, including two conversations with 
FCA CEO Andrew Bailey. Andrew also 
parachuted for thirty minutes into the 
quarterly review meeting of the trade 
associations in January. CCTA were 
asked to present on behalf of the industry 
at the FCA briefing event on the High 
Cost Review on 9 March at Central Hall, 
Westminster. It was made crystal clear in 
those conversations that the supervisory 
task of overseeing 56,000 current firms 
within the whole FCA firm universe, 
would be difficult with their current 
resources. There was no indication of 
asking or receiving any further resources 
so ‘other routes‘ might have to be taken. 
CCTA are already covering the bases of 
those other routes.

As stated in this article, our expectations 
are that the SME firms will reduce 
dramatically (bearing in mind that the 
start position was 96,000 CCL’s). We also 
have to remind ourselves that the Senior 

Managers Regime may well be a bridge 
too far for many SME’s.

Leadership, tone and culture are 
embedded within the FAC’s 11 principles of 
business. There are several ropes for firms 
to hang themselves with, if they have not 
used those principles as a sieve for their 
business practices. It goes without saying, 
if you are in river where alligators exist, 
don’t stir up the water. The first principle 
is that a firm must conduct its business 
with integrity, and the eleventh regards 
its relations with the regulator and states: 
‘A firm must deal with its regulators in an 
open and co-operative way, and must 
disclose to the regulator appropriately 
anything relating to the firm of which that 
regulator would reasonably expect notice.’

Reporting a business breach is going to 
be the rock that many firms crash on, 
now that supervision is well under way. 
Deciding when to report a breach will be 
vital, and will show the integrity, leadership 
and openness of senior management. As 
all members are aware, the SMR brings 
personal accountability and responsibility 
to individuals, and firms have a duty of 
care to protect those individuals.

On 16 March at the HKMA Annual 
Conference in Hong Kong FCA CEO, 
Andrew Bailey, presented a speech 
entitled ‘Culture in Financial Institutions; 
it’s Everywhere and Nowhere‘. It adds 
additional colour and context to his 
previous speeches, and the likely direction 
of travel of supervision at the FCA. There 
are no surprises, but clear sign posting 
that firms can’t dodge the leadership 
culture bullet. We have posted the speech 
onto the CCTA website.

FCA Director of Supervision, Jonathan 
Davidson, presented at the Credit Summit. 
It will be interesting to review what the 
carry across from Bailey’s speech was. 

CONCLUSION
CCTA’s expertise on policy and industry 
matters is well recognised in the 
regulatory space, the challenge now 
is to broaden the coverage, to build 
understanding in key constituencies 
upstream of the regulator.

Our public affairs programme began in 
November, after the policy committee 
meetings in 2016 evidenced the need 
to hit the ground running. Our major 
programme gets underway in April 
2017 and will build substantially 
over the next three months. 

As one of the Credit 100 (Credit Strategy) 
I was heavily involved with politicians, 
the regulators and all other stakeholders 
throughout Credit Week, which included 
a parliamentary reception at the House 
of Commons hosted by Julian Knight 
MP. We will keep members up to speed 
through a regular public affairs bulletin, 
blogs and twitter.

Because we have a healthy percentage 
of SME’s within our overall membership, 
we need to provide a strong voice and 
wide reach, so that all audiences hear 
the case for a vibrant SME sector. They 
should be warned against the pitfalls of 
overly restrictive and disproportionate 
regulation, and recognise the need for a 
level playing field for all consumer credit 
businesses, not just the big boys with the 
lobbying muscle.

There are rational and receptive voices 
in parliament. Early work by the APPG on 
alternative lending reinforces that, but 
they need servicing with evidence and 
statistics so they feel able to push back 
against critics in order to make the case 
for less harmful regulation.

Now that the authorisation process is 
almost complete, with the majority of 
firms authorised, our effort and resources 
are focused on the job in hand. We will 
work tirelessly with our members, the 
regulators and all other stakeholders, 
to extol a market working well within 
the framework and spirit of the FCA 
rules. We will also be working with 
media and press on feel good 
storylines, in order to raise the 
positive profile of credit.

We will be addressing proportionality in 
regulation. The FCA has pledged to find 
the balancing point between freedom to 
operate on the one hand, and adequate 
levels of control and protection on the 
other. After three years of PRIN & CONC 
rules, can it claim to have succeeded? 
We will be asking whether SMEs are able 
to operate viably alongside the banks 
or if the burden of regulation is pushing 
business towards further closures. We will 
be further asking, if it is the latter, what the 
consequence would be for the consumer, 
their communities and the economy as a 
whole. That then raises the question does 
anybody care enough to do something?

We will of course continue to 
provide expert help and assistance 
in legal and technical areas, 
support, and guidance in 
the vital area of leadership 
and culture.

Greg Stevens 
Chief Executive, 
CCTA

THE 2017 PUBLIC AFFAIRS PROGRAMME

8 9

CCTA VIEW   FINDER

WE ARE DEDICATED 
TO A 2017 PROGRAMME 

USING OUR ECLECTIC 
POSITION TO COMMENT 

ON INDUSTRY ISSUES. WE WILL 
WORK WITH OUR MEMBERS, 

REGULATORS AND STAKE HOLDERS 
TO EXTOL A THRIVING MARKET, 

WITHIN THE SPIRIT OF FCA RULES



Briony Crewe
Consultant, Financial Crime and Fraud

Huntswood

 | FEATURE

Some key culture-related questions firms 
need to consider to reassure themselves 
of their approach include:

• is there an appetite for continuously 
improving the understanding and 
management of financial crime risk at 
board level?

• do you have a culture that encourages 
employees to behave in the way the 
firm expects and empowers them to 
speak out when they see issues arising?

• do Money Laundering Reporting 
Officers (MLROs)/risk experts have clear 
lines of communication with the board 
to raise any concerns, and are there any 
obstacles to these conversations?

• do you operate a clear ownership 
structure around your risk assessment? 
Are financial crime responsibilities and 
accountabilities clearly defined and 
are they compliant with the Senior 
Managers Regime?

• do you have a meaningful and clearly 
defined risk appetite statement aligned 
to scenarios relevant to your firm?

• do you have an effective training 
programme in place for financial crime 
that is aligned to key messages coming 
from the top of the organisation?

2. CREATING A ROBUST RISK 
ASSESSMENT FRAMEWORK

Firms must understand and categorise 
the types of risks they face and address 
them appropriately. Typically this would 
include principal risks, including strategic, 
operational, regulatory, credit and legal,  
as well as their associated sub-risks.

How a firm designs its financial crime 
risk assessment methodology will very 
much depend on the complexity of the 
organisation, the nature of its services and 
the markets in which it operates. How 
products are sold will also govern what 
good looks like, and the relationships 
between firms and their intermediaries 
(and the transparency and flexibility 
therein) will affect the level of risk a firm  
is naturally exposed to. 

Each firm’s risk assessment needs to 
account for these variations and 
permutations, and hence the regulator 
is looking to see that firms understand  
their own position and can articulate it  
(and show that the right actions have 
been taken).

As well as categorising risk, firms must 
apportion responsibility of the oversight 
of ongoing risks appropriately within the 
business. Specifically, senior management 
are the owners of the risk environment, 
at least, they will be accountable for any 
breaches that occur. 

Typically today, the ownership of the risk 
framework is delegated to the compliance 

or risk team. This was highlighted by 
our research, which found that 78% of 
firms delegated design, development, 
initiation, refresh and recordkeeping to 
their compliance team. This is, of course, 
a perfectly healthy scenario, however firms 
should ensure that the balance doesn’t 
shift too far. Compliance teams have a 
role to play, but senior management and 
first line checking functions should have 
a clear line of sight. It is therefore crucial 
that, responsibilities and accountabilities 
are clearly defined.

Having correctly apportioned ownership 
of the risk assessment, the next challenge 
firms face is deciding what to take 
account of. 

Our research showed that some firms 
incorporated all areas of financial crime 
within one generic assessment. Whilst 
firms can adopt this approach, these 
assessments were typically found to be 
more general in nature, lacking the level 
of detail associated with more discrete 
assessments.

In terms of good practice, a financial crime 
risk assessment should explicitly address 
(in a level of detail that is appropriate to 
the nature of your business) the following:

• anti-money laundering and 
counter-terrorist financing

• sanctions

• fraud

• anti-bribery and corruption

• information/data security.

In our engagement with firms, only 7% had 
undertaken a risk assessment specifically 
incorporating all five of these elements.

3. BUILDING AN EFFECTIVE 
OPERATING MODEL

A robust operating model is the key 
to establishing an environment that is 
conducive to ongoing compliance.

The environment in which firms operate 
(be it internal or external, commercial or 
regulatory) is forever changing. Therefore, 
systems and controls not only need to 
be in place to counter the risk that the 
firm may be used as a vehicle for financial 
crime, but they should also be subject to 
challenge by both senior management 
and internal audit to ensure they remain 
effective.

In assessing and further developing 
their products, processes and control 
environment, firms should consider 
whether they have:

• established the most effective 
Management Information (MI) to give 
the board the clearest possible view 
of any risks the firm is exposed to 
arising from products, processes and 
controls (what MI is required should be 

reconsidered periodically to ensure its 
effectiveness)

• ensured policies and procedures 
remain compliant with the changing 
environment, and are adequately 
communicated to the business

• ensured their monitoring of controls is 
robust

• engaged staff in surveys to assess the 
environment in the organisation, and act 
on the findings

• considered the frequency and level 
of training that is necessary to ensure 
staff continue to understand their 
responsibilities.

In addition to these factors, a culture 
of recordkeeping is imperative. If a firm 
documents their justifications and the 
relevant evidence for decisions, they will 
be able to articulate and demonstrate an 
environment of effective risk management.

ENSURING PROTECTION WHERE 
IT IS NEEDED
In a world of ever evolving criminal threat, 
where tackling financial crime is high 
on the agenda for both regulators and 
law enforcement agencies, effectively 
assessing risk is essential.

Consumer credit firms are faced with the 
challenges of articulating and instilling a 
culture of compliance, establishing an 
effective operating model and creating 
a risk assessment framework and 
monitoring system that is proportionate, 
comprehensive and appropriate to its 
activities.

As every firm is unique, a one-size-fits-all 
risk assessment template does not exist. 
Instead, firms should pursue a tailored, 
risk-based approach, to which there are 
many benefits above and beyond limiting 
potential exposure to criminality and 
preventing regulatory penalties.

Huntswood has released a report on 
financial crime risk assessments. Based 
on research with a cross section of 
firms, the report offers guidance, 
outlines good practice and 
highlights practical steps 
that all firms can take to 
embed a proportionate, 
pragmatic and 
dynamic approach.

What was great yesterday is average today 
and poor tomorrow. I think these words 
sum up the constantly evolving nature of 
regulation and the pace of change that 
firms are currently contending with when 
it comes to financial crime.

Amongst the current wave of change, 
firms must be alert to:

• their obligation to adhere to the Bribery 
Act 2010

• the establishment of the Office of 
Financial Sanctions Implementation 
(OFSI) last year

• the advent and imminent extension of 
the Senior Managers and Certification 
Regime

• the implementation of the Fourth 
Money Laundering Directive due in 
June 2017

• the General Data Protection Regulation 
(GDPR) that will be implemented in 
May 2018

• the new corporate offence of failure to 
prevent economic crime having been 
proposed by government.

For consumer credit firms having only 
become FCA authorised in the last few 
years, increasing contextual and technical 
knowledge of regulation and making 
necessary operational changes is a real 
and understandable challenge. However, 
the societal need for the focus on 
financial crime is great, and so success in 
these areas is imperative.

In a shifting social, political and 
regulatory landscape, how can 

consumer credit firms turn 
the subjective risks they are 

exposed to into an objective 
corporate view, and make 

sure that the business 
and its customers are 

protected on an 
ongoing basis?

PERFORMING AN EFFECTIVE RISK 
ASSESSMENT
The answer is a robust, proportionate 
and documented financial crime risk 
assessment. 

An effective financial crime risk assessment 
can:

• help firms obtain a view of their current 
performance in relation to fraud, money 
laundering and other financial crime 
typologies

• help firms establish and maintain a 
consistent risk appetite, allowing them 
to make more pragmatic business 
decisions 

• highlight where performance gaps 
exist in order to address them with 
proportionate action

• set out a framework for the ongoing 
management of the risks inherent in 
the firm’s business model

• set out a framework for the assessment 
of new and emerging risks

• ensure ongoing compliance, helping 
firms avoid causing customer detriment 
and being subject to regulatory censure.

But what makes a risk assessment robust 
and proportionate? 

There are three key elements that 
underpin an effective approach to 
mitigating financial crime risk:

1. CULTURAL ALIGNMENT
From the very top of a firm to the 
frontline, everyone needs to understand 
the serious threat that financial crime 
poses, and the board need to ensure that 
this understanding is incorporated into 
their strategy.

Our recent research with a cross section 
of financial services firms found that, 
in most cases, they are confident they 
understand the risks that financial crime 
poses. In fact, on average across banks 
and building societies, consumer credit, 
wealth and asset management, general 
insurance and life and pensions firms, 
86% felt their boards understood the 
risks involved.

However, our research also highlighted 
that one of the key issues for compliance 
teams was obtaining sufficient time 

with business heads and other first 
line stakeholders. A challenge in 

an increasingly busy world with 
competing priorities for time 

and resource.

FINANCIAL 
CRIME RISK 

ASSESSMENT CAN 
PROVIDE COMMERCIAL 

AND COMPLIANCE 
SUCCESS IN 
CONSUMER 

CREDIT

...AN EVOLVING NATURECRIME RISK...
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We live in world where customers can 
make a complaint about anything and 
everything. This is facilitated by the fact 
we live in the digital age, meaning that 
nothing stays truly ‘private’. A tweet 
or comment on a firm’s social media 
pages could lead to negative press that 
eventually affects its reputation and its 
bottom line. 

Say you receive a complaint. You 
may be thinking ‘what do I need to 
do?’ or ‘it can’t be that bad, I didn’t 
receive any complaints this year.’ If 
you’ve said the latter, be concerned. 
Why? Because you either have a great 
business, highly trained staff and things 
are running exceptionally smoothly, 
or you are missing opportunities to 
identify complaints correctly. Complaint 
identification becomes more of a focus 
as you may also be reporting on the 
complaints you have received for the 
first time. 

Therefore, it would be wise to look at  
this again. You should consider whether 
the communications you have received 
are potentially a complaint, an expression 
of dissatisfaction, or just a plain old 
grumble. How do you do this though? 
You do not want to over report on your 
complaints and the Financial Conduct 
Authority (FCA) doesn’t want this either, 
but under reporting would not be good 
for your firm.

What then is a complaint? The FCA 
handbook defines a complaint as: 
any oral or written expression of 
dissatisfaction, whether justified or 
not, from, or on behalf of, a person 
about the provision of, or failure to 
provide, a financial service or a redress 
determination, which:

a) alleges that the complainant has 
suffered (or may suffer) financial 
loss, material distress or material 
inconvenience

b) relates to an activity of that 
respondent, or of any other 
respondent with whom that 
respondent has some connection 
in marketing or providing financial 
services or products, which comes 
under the jurisdiction of the Financial 
Ombudsman Service.

It’s really a wide definition so you need 
to get this right within your business. 
Remembering the principles of ‘treating 
your customers fairly,’ you may have 
customer service workshops with your 
front line staff to gather examples of the 
types of customer comments they receive 
on a regular basis. Using this information 
you can define what your firm considers 
as an expression of dissatisfaction, leading 
to financial loss, material distress or 
material inconvenience. These examples 
should then be referred to senior 
management to agree the complaints 
definition for the firm.

You should also carry out regular root 
cause analysis on the complaints you 
receive. Firms underestimate the value of 
completing root cause analysis and the 
ability to identify problems quickly that 
could affect your business commercially. 
It will help you identify training needs, 
vulnerable customers’ treatment, any 
required changes to processes and 
procedures preventing future complaints, 
help with efficiency and cost saving and 
evidencing whether you are actually 
treating your customers fairly. 

When reporting on all the complaints 
received, you need to make sure all 
complaints are under the correct 
categories and in line with the way your 
management information is collected. 
This is not something you want to 
get wrong. The FCA will be using this 
information to identify potentially 
serious complaint trends, and will 
 be interested in how firms react 
to any such trends, so issues are 
not hidden and the outcome 
from this regulatory focus is 
increased transparency 
for customers. 

In February the BBC published an 
interesting piece on tech trends for 
2017 and while they are not necessarily 
viewed as cutting edge they do represent 
mainstream views on emerging technology.

What struck me most is that all the key 
trends they list are anything but new. 
They name the following:

Cybersecurity - Cybersecurity will be 
a dominant theme in 2017, as all tech 
innovations could be undermined by 
data thefts, fraud and cyber propaganda, 
as e.g. the alleged Russian hacking of 
the 2016 US presidential election, or the 
predicted fall of a major bank in 2017 
due to a major cyber attack and the 
consequent run on that bank. The BBC 
also predicts that the ‘internet of things’ 
(IoT) will play a larger role in targeted 
attacks in 2017.

Artificial Intelligence - Enabling machines 
to learn, adapt to new situations, and to 
make decisions for themselves, rather 
than simply obeying pre-programmed 
instructions or algorithms.

The purpose behind reporting is to 
promote positive firm behavior. The FCA 
‘complaint trend’ oversight means that 
if a particular firm or sector is receiving 
many more complaints around a specific 
issue, or more complaints in general, a 
supervision team visit, a thematic review, 
or a s166 assessment may be necessary.

So, get your complaint definition right 
and FCA reporting will be less onerous 
and root cause analysis will help you keep 
on top of the issues. If the FCA do come 
calling, you will be able to demonstrate 
you have taken appropriate measures 
to prevent such issues reoccurring in 
the future, for the benefit of both your 
customers and the business 
as a whole.

Augmented & Virtual Reality - Companies 
like BMW linking up with Accenture and 
Google Tango to create apps that lets 
customers visualise what various car 
models would look like in real world 
situations. And while virtual reality is 
still primarily used in gaming, improved 
headsets will enable better training and 
teaching applications.

Automation - As Artificial Intelligence (AI) 
increasingly takes over from call centres 
or customer service staff, and automation 
is increasingly adopted in manufacturing, 
the impact for manual labour jobs is 
enormous, as is the requirement to create 
an alternative employment.

All of these technologies and trends have 
been around for a while. So, are there no 
new trends, or will these trends have such 
an enormous impact on our lives that they 
overshadow all other new trends in 2017?

I strongly believe this to be latter as we 
are close to reaching the point at which 
the Terminator movies kick in. Good old 
Arnie battling the T1000 seemed futuristic 
in the 80s and 90s but we have now 
reached the point where the machines, 
AI and automation is omnipresent and 
where wars are increasingly battled 
in cyberspace.

Cybersecurity has been a growing issue 
for years but now banks, governments 
and entire countries can be held to 
ransom. Though there are, ‘yes, you 
guessed it’, technological solutions that 
can be deployed to address these issues. 
Blockchain technology and digital ID 
innovations can now largely prevent 
many of today’s and future cybersecurity 
threats, but it would mean large scale 
transformation of existing platforms and 
working practices. It can be done, as 
countries like Estonia have successfully 

proven, but there needs to be the will 
by the authorities to change systems 

and practices for the better.

AI and automation are necessary to 
manage the world around us. Most 
scientists and visionaries, strategists and 
thought leaders would agree that we can 
no longer be led and made sense of by 
human brain power alone and that we 
need technology to:

• digest the ever growing mountain of 
data and present us with key information 
we need to make a personal or business 
decision

• analyse things instantly on the fly 
and decide on our behalf. Think of 
driverless cars or of a computer making 
the decision whether an application 
for insurance should be accepted or 
declined.

The key questions will be how much power 
can we relent and how much control do 
we retain, so that the Terminator scenario 
remains a fictional one.

So, the key trends for 2017 are 
momentous indeed. As ever we can 
make technology work for us and avert 
the doomsayers’ prophecies of machines 
running the world.

2017 will prove to be a pivotal year in 
the progress of the human race, how we 
interact with each other, how businesses 
deal with their customers, whether 
the right technologies are chosen to 
enable our business strategies to flourish 
and, importantly, whether we allow 
technology to assist in solving the key 
issues of today and tomorrow. 

The level of innovation seen today is 
unprecedented and is invariably linked 
with key technology developments such 
as the Internet of Things, Big Data or AI 
to further amongst others the:

• development of renewable energy

• reduction of pollution

• delivery of sustainable materials

• improvement of water availability 
and purity

• protection of wildlife and the 
environment

• management of natural disasters

• protection of information.

We need to embrace advanced 
technologies sensibly and wholeheartedly, 
otherwise Judgement Day may be closer 
than we think.

INTO FOCUSEVOLUTION
2017 TECH 

TRENDS EVERY 
BUSINESS 

NEEDS TO BE 
AWARE OF
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Transforming 
trade...
INTERNATIONAL TRADE 
COMMITTEE REPORT ON 
UK INTERNATIONAL TRADE 
AFTER BREXIT 

The House of Commons 
International Trade Committee 
(ITC) has published a report 
on UK international trade after 
Brexit. This report considers the 
UK’s relationship with the World 
Trade Organization (WTO), 
the free trade agreement 
(FTA) which the government 
intends to agree with the EU, 
the implications of the UK 
trading with the EU under 
WTO rules in the absence of 
any agreement, and the UK’s 
future trading relationship with 
non-EU countries. Paragraphs 
80 to 92 of the report consider 
the potential future framework 
for UK-EU trade in financial 
services. The committee calls 
on the government to:

• set out the likely 
consequences of trading with 
the EU under WTO rules, and 
ensure it makes contingency 
plans for that eventuality

• clarify what it means when 
it says that it does not want 
a customs union with the EU 
but is looking for a ‘customs 
arrangement’

• clarify how far it can proceed 
towards concluding FTAs 
with non-EU countries while 
the UK is still an EU member

• publish a white paper about 
the possibility of the UK 
re-joining the European Free 
Trade Association (EFTA).

Source: ITC, 7 March 2017

Strength & 
transparency...
FCA AND PRA PUBLISH 
FINAL CHANGES TO 
ENHANCE ENFORCEMENT 
DECISION MAKING 
PROCESSES 

The Financial Conduct 
Authority (FCA) and the 
Prudential Regulation Authority 
(PRA) have published final 
changes in a Policy Statement 
(PS) aimed at strengthening the 
transparency and effectiveness 
of their enforcement decision 
making processes.

The FCA and PRA have made, 
or are making, changes in the 
following areas: 

• how decisions are made 
whether to refer an issue 
to Enforcement and 
Markets Oversight or the 
Regulatory Action Division 
for investigation

• the provision of more 
information to the subject of 
an investigation about why 
they have been referred for 
investigation

• regular updates throughout 
an investigation, as well as 
ensuring there is increased 
engagement with the subject

• effective levels of dialogue 
between Enforcement 
and Supervision during an 
investigation

• producing more detailed 
guidance on the process for 
joint FCA/PRA investigations.

The FCA is also introducing a 
process for partly contested 
cases, and providing a 
mechanism for those under 
investigation to proceed 
more directly and quickly to 
the Upper Tribunal, providing 
external adjudication that is 
wholly independent of the 
FCA. The FCA is also abolishing 
penalty discounts at Stage 
2 and 3 of settlement, and 
retaining the same panel 
that gave the warning notice 
to hear representations and 
decide whether to give a 
decision notice.

FSCP POSITION PAPER 
SPECIFYING REASONABLE 
DUTY OF CARE 

The Financial Services 
Consumer Panel (FSCP) has 
published a position paper 
proposing amending the 
Financial Services and Markets 
Act 2000 (FSMA) to require the 
FCA to make rules specifying 
what constitutes a reasonable 
duty of care that financial 
services providers should 
owe to their customers.

The panel’s proposed 
amendment of FSMA would 
require the FCA to make rules 
on a duty of care, but the exact 
scope would be for the FCA to 
decide, subject to its normal 
consultation procedures. The 
panel envisages that the rules 
would be flexible, and depend 
on the complexity and the risk 
of the product being sold. The 
more complex or risky the 
product, the more stringent the 
duty would be on the provider 
to ensure the product was 
suitable and that the customer 
understood what they were 
buying, and the risks involved. 

The proposed duty would not 
affect the broad definition of 
‘consumer’ in FSMA, so would 
apply to both wholesale and 
retail business. However, 
the primary intention would 
be to protect retail and 
smaller business customers. 
Accordingly, the panel 
envisages that the FCA’s rules 
would be most stringent for, for 
example, investment products 
offered to retail consumers, 
or complex hedging products 
aimed at small businesses. 

Source: FSCP, 26 January 2017

FCA ANNOUNCES PPI 
DEADLINE AND FINAL RULES 
FOR FIRMS 

The FCA confirmed in early 
August that it will introduce a 
final deadline for making new 
PPI complaints. The deadline 
will be 29 August 2019 and 
the FCA will run a two year 
consumer communications 
campaign from August 2017.

The regulator has also made 
final rules and guidance 
related to how firms should 
handle complaints in light of 
the Supreme Court judgment 
in Plevin v Paragon Personal 
Finance Ltd.

The Plevin decision means 
that consumers may have new 
grounds to complain about PPI 
regarding the amount of money 
that the providers received for 
the sale if the failure to disclose 
that commission made the 
relationship unfair.

As proposed, the FCA’s 
approach includes a 50% 
commission ‘tipping point’ at 
which firms should presume, 
for handling PPI complaints, 
that the failure to disclose 
commission gave rise to 
an unfair relationship, and 
that profit share should be 
included in firms’ calculation 
of commission.

The FCA will also require all 
firms to write to previously 
rejected complainants who 
are eligible to complain in 
light of Plevin in order to 
explain the new basis for 
complaining to them.

The FCA sets out its 
interpretation of the 
requirement in section 87 
of the Consumer Credit Act 
1974 (CCA) to serve a default 
notice before the creditor or 
owner enforces a guarantee or 
indemnity following a breach 
of a regulated agreement.

The guidance relates to 
regulated credit agreements 
and regulated consumer hire 
agreements under which 
an individual other than the 
borrower or hirer provides 
a guarantee or indemnity,  
or both.

Source: FCA, 19 January 2017

The FCA has published a 
timeline relating to the revised 
Payment Services Directive 
((EU) 2015/2366) (PSD2):

• HM Treasury is due to 
consult on implementing 
regulations, which will 
update the Payment Services 
Regulations 2009 (SI 
2009/209) (PSRs), in the first 
quarter of 2017

• once HM Treasury has 
published its consultation 
paper, the FCA will consult 
on the necessary changes to 
its guidance and Handbook 
rules. The FCA expects to 
consult early in the second 
quarter of 2017

• some of the regulatory 
technical standards (RTS) 
and guidelines under PSD2 
that are being developed by 
the EBA will come into force 
after January 2018.

Member states must transpose 
PSD2 into national law and 
regulations by 13 January 2018

Source: FCA, 1 February 2017

A new 
regime...
REGULATORY REFERENCES 
REGIME COMES INTO 
FORCE 

From 7 March 2017, the FCA 
rules regarding regulatory 
references for Senior Managers 
and staff in the Senior Managers 
and Certification Regime 
(SMCR) came into force. The 
rules have been introduced 
exactly one year after the SMCR 
came into force. The SMCR 
applies to staff in roles that 
can cause ‘significant harm’ to 
either the firm or its customers. 
This includes, for example, 
investment and mortgage 
advisers. The deadline for firms 
to have issued certificates for 
staff in the SMCR was also  
7 March 2017. This was also 
the day on which the Conduct 
Rules, which have applied to 
Senior Managers and staff in 
the SMCR for a year, began to 
apply to all other staff, apart 
from those undertaking purely 
ancillary functions, such as 
security staff.

Source: FCA, 7 March 2017

FCA PREDICTS RISE IN 
LITIGATION BATTLES AS 
FIRMS REJECT FINES

The FCA predicts that senior 
managers will be less likely to 
pay high fines to resolve cases 
now that the senior manager’s 
regime has been introduced, 
and is preparing for more 
contest and litigation.

The FCA has imposed more 
than £3 billion in financial 
penalties over the last five 
years, largely by agreement of 
an ‘early settlement’ in return 
for closure of the underlying 
investigations.

A duty 
of care...

At the 
end of the 
tunnel...

SPRING BUDGET 
GOVERNMENT 
PUBLISHES LETTER WITH 
RECOMMENDATIONS 
FOR THE FCA 

Alongside the Spring Budget 
2017, the government has 
published a letter from 
Philip Hammond to Andrew 
Bailey which provides 
recommendations for the 
FCA, including:

• competition: the 
government is keen to see 
more competition in all 
sectors, and particularly the 
retail banking sector

• growth: the government 
wants to ensure financial 
services markets contributes 
to sustainable economic 
growth in the UK by 
facilitating finance for 
investment, and as a 
productive sector of the 
economy

• competitiveness: the 
government wishes the 
UK to remain an attractive 
domicile for internationally 
active financial institutions

• innovation: the government 
would like to see innovation 
in the financial services 
sector that supports the 
wider economy.

Source: HM Treasury, 8 March 2017

FCA expects to 
consult in early Q2 
2017 on Handbook 
changes to 
implement PSD2

FCA finalised 
guidance on 
guarantor loans 
and default notices

The right 
way...
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FINANCE INDUSTRY MUST 
WORK TOGETHER TO 
ENSURE GDPR PRIVACY 
NOTICE CHANGES ARE 
EFFECTIVE 

As companies prepare for 
new general data protection 
regulation (GDPR), Steve 
Martin, Data Protection Officer 
at Equifax highlights the 
importance of a consistent 
approach to making privacy 
notices understandable and 
accessible:

“Data sharing and analysis 
can bring huge benefits 
to consumers, but raises 
concerns about how personal 
information is used, and who 
can access it. The new general 
data protection regulation 
will apply to the UK from May 
2018 and emphasises the need 
for transparency over how 
personal data is used. 

“A core element of GDPR 
is to ensure companies 
communicate clearly with 
consumers, with important 
provisions around privacy 
notices detailing how 
a company manages 
data. To achieve the 
regulation’s objective of 
better communication with 
consumers, it’s vital that 
financial service providers work 
together to agree common 
wording for these notices. 

“Equifax is working closely 
with other CRAs to develop 
standardised wording to explain 
our role. Lenders will be able 
to use this, or signpost their 
customers to it, so that the 
industry delivers the clear and 
consistent information that 
consumers deserve.”

The tipping 
point...
The pace of change in the 
payments industry means 2017 
may be the year that changes 
the ways we pay for good, 
according to a new report 
published on 31 January 2017 
by Payments UK.

The Changing Payments 
Landscape report examines 
trends over the past decade 
and the factors that are driving 
change today. Commenting 
on the report, Maurice Cleaves, 
Chief Executive of Payments 
UK, said: 

“I have worked in the payments 
industry for more than thirty 
years, and it seems to me that 
we will look back on 2016 
and 2017 as the time when 
foundations were laid that 
changed the ways we pay 
for good. 

“Whether it’s the proposals for 
a new ‘Confirmation of Payee’ 
safeguard that could stop 
money going to the wrong 
account, a ‘Request to Pay’ 
service that gives more control 
and flexibility for paying bills, 
or ‘Enhanced Data’ that can 
help payments be more easily 
reconciled, we are on the 
verge of a whole range of new 
services that will benefit many 
different types of customers. 
In parallel, Payments Services 
Directive II could create 
entirely new types of payment 
companies and services, the 
Bank of England is creating a 
blueprint for a new real time 
gross settlement (RTGS) system 
and the delivery of an API Open 
Banking standard will enable 
customers to use trusted 
third parties and pan industry 
services to make smarter 
payment decisions based on 
their particular needs. 

Too many 
hurdles...
50% OF CONSUMERS 
WON’T SPEND MORE THAN 
20 MINUTES APPLYING 
FOR FINANCIAL PRODUCTS 
ONLINE REVEALS RESEARCH 
FROM EQUIFAX 

The survey, conducted by 
YouGov, also found that after 
submitting an application for 
a financial product online, 
many consumers expect an 
immediate decision on whether 
they have been approved:

• 34% for short term loans

• 26% credit cards

• 18% bank loans.

Even for longer term 
commitments such as 
mortgage applications, 37% 
of people in Britain expect to 
hear back within a day. 

The desire for speedy processes 
to meet financial needs has 
seen a growing number of 
the population manage their 
finances remotely, with 81% of 
people actively managing their 
bank account online or through 
banking phone apps. 

Consumers also want to make 
the most of technology when 
it comes to providing financial 
services companies with the 
documents needed to support 
their applications. The survey 
found that 35% would prefer to 
submit copies of documents 
electronically, while 13% said 
they would prefer companies 
to have direct access to this 
additional information, for 
example through their bank. 
31% are happy to take hard 
copies to a store or branch. 

Taking the 
plunge...
BUSINESS “IN FINE FETTLE” 
POST BREXIT AS CCJS 
PLUNGE 

The number of county court 
judgments (CCJs) against 
businesses in England and 
Wales fell to the lowest level on 
record during 2016, according 
to figures released by Registry 
Trust in February.

CCJs registered against 
businesses in England and 
Wales fell 21% to 78,739 in 
2016, continuing a six year 
downward trend.

In the second half of 2016 
there were fewer CCJs against 
businesses than in any other 
half year on record, suggesting 
businesses have been 
managing their debts better 
since the vote to leave the 
European Union on June 23.

The total value of business 
CCJs fell 17% to £278m, while 
the average value of a business 
judgment rose by 5% to £3,535.

Judgments against businesses 
in the High Court similarly fell 
to a record low, with only 71 
registered in 2016. The average 
value, however, rose 155% to 
almost £2m.

“Facing the uncertainties of 
Brexit, business in England and 
Wales gives every impression of 
being in fine fettle,” said Registry 
Trust chairman Malcolm 
Hurlston CBE. “If there was 
any expectation of immediate 
difficulty the judgment 
information points if anything in 
the opposite direction.”

Research released in January, 
from Amicus Commercial 
Finance highlighted traditional 
banking inefficiencies including 
that nearly half of SME owners 
claim the business advice they 
received in the last 12 months 
from their mainstream bank 
had a negative impact on their 
business operations.

• 47% of SME owners claim 
the advice they received 
in the last year from their 
mainstream bank had a 
negative impact on their 
business operations

• 52% ignored the advice of 
their mainstream bank

• 40% of SME owners do not 
rate the level of service as 
‘good’

• 30% wouldn’t describe their 
bank as ‘helpful’ and 46% 
wouldn’t describe them as 
‘flexible’

• the three most commonly 
associated grievances of 
dealing with a bank through 
a call centre are that they are 
time consuming, frustrating 
and complicated.

John Wilde, Managing Director 
of Amicus Commercial 
Finance, commented: “The 
research shows a worrying 
trend of business advice from 
mainstream banks being 
rejected or taken on board with 
negative consequences for 
SMEs. There is a growing divide 
between the level of business 
service and the flexibility 
required by business owners 
and the advice being offered by 
mainstream banks. As working 
capital and cashflow are by 
their very nature dynamic, most 
traditional mainstream systems 
have failed to keep pace over 
the last few years. 

A gentle 
reminder..
THE PAYDAY 
LENDING MARKET 
INVESTIGATION ORDER 
2015 IMPLEMENTATION 
DEADLINE NEARS 

This order was made under the 
market investigations provisions 
of the Enterprise Act 2002.

It requires:

• online payday lenders to 
publish, by 26 May 2017, 
details of their products 
on at least one price 
comparison website which 
is authorised by the Financial 
Conduct Authority

• online and high street 
payday lenders to provide 
existing customers with a 
summary of their cost of 
borrowing.

The Competition and Markets 
Authority’s (CMA) payday 
lending market investigation 
found that a lack of price 
competition between lenders 
led to higher costs for 
borrowers. This order is part 
of a package of remedies 
designed to tackle these 
problems.

A single 
framework...
STANDARD FINANCIAL 
STATEMENT LAUNCHED 
TO BRING GREATER 
CONSISTENCY FOR PEOPLE 
IN DEBT 

1 March saw the launch of 
the new Standard Financial 
Statement (SFS), an initiative 
designed to bring greater 
consistency to the way 
organisations assess people’s 
finances when they are in debt.

The SFS, the launch of which 
has been co-ordinated by 
the Money Advice Service, 
will be adopted by all major 
debt advice providers across 
commercial and not-for-profit 
sectors, including Citizens 
Advice, Money Advice Trust 
and StepChange. Payplan are 
one of the first agencies to 
start using it and will help more 
than 100,000 people each 
year. The Insolvency Service 
will also start using the new 
format and spending guidelines 
in March. Creditors have 
started building the SFS into 
their collections practices.

The launch starts of a period 
of transition for the SFS 
as organisations begin to 
implement the scheme across 
their systems over the coming 
months. More organisations 
will use the statement as it is 
rolled out more widely over the 
year. The Money Advice Service 
expects the transition period to 
last for around 12 months.

Organisations who sign up to 
the SFS will agree to a code 
of conduct to ensure best 
practice usage, which will 
not only ensure that people’s 
affordability assessments are 
more consistent, but will 
enable smoother transfer 
of information between 
the organisations working 
with them.

 

The FLA released the following 
figures on the 9 February:

• the number of second 
charge mortgage 
repossessions was 144 in 
2016, almost 37% lower 
than in 2015. In the final 
quarter of 2016, the number 
of repossessions was 39, 
up by 18% compared with 
the same quarter in 2015.
The rate of second-charge 
mortgage repossessions, 
as a percentage of average 
outstanding agreements, has 
fallen from 0.34% in 2009 to 
just 0.07% in 2016

• asset finance new business 
(primarily leasing and hire 
purchase) grew by 5% in 
2016, the sixth consecutive 
year of growth. New 
business in December 
2016 fell by 13% compared 
with the same month in 
2015. New business in the 
commercial vehicle finance 
and business equipment 
finance sectors was up 7% 
and 16% respectively in 2016, 
while new finance for plant 
and machinery was flat over 
the same period

• continued growth in 
consumer finance for 
new businesses saw a 9% 
increase in 2016. New 
business in December grew 
by 2% compared with the 
same month in 2015. Credit 
card and personal loan new 
business together grew 
by 8% in 2016, while retail 
store and online credit new 
business was up by 2% over 
the same period. Second 
charge mortgage new 
business grew 4% by value, 
while volumes fell by 6%.

Source: FLA, 10 February 2017

Seeing 
through it...

SME research 
highlights 
traditional banking 
inefficiencies 

Finance & Leasing 
Association figures
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LENDING AND SAVINGS 
UP DESPITE ECONOMIC 
UNCERTAINTY 

Building societies provided 
almost one in three mortgages 
approved in the final quarter 
of 2016. Collectively they 
approved 109,543 new 
mortgage loans, up 7% on 
the same period in 2015. 
Consumers saved less in Q4 
than they did the previous year 
but balances still rose by  
£2.9 billion. 

Lending in 2016 as a whole 
was higher than in 2015 with 
mortgage approvals up by 
13%. Consumers had a total of 
448,157 mortgages approved 
by the UK’s 44 building 
societies, to the value of 
£65.4 billion. Savings balances 
increased by £18.5 billion, up 
79% on the amount in 2015. 

Commenting, Paul Broadhead, 
head of mortgage policy at 
the BSA said: “Despite the 
uncertainties facing the UK 
economy in the wake of the 
vote to leave the European 
Union, consumer confidence 
remained remarkably strong in 
the final three months of 2016. 
So far this year employment 
levels have remained stable and 
low interest rates are clearly an 
advantage for home buyers. 
Even with many savings rates 
across the sector at a multiple 
of the Bank Base Rate, absolute 
returns for savers remained low 
in 2016. However, consumers 
still saved hard and balances in 
building society accounts rose. 
In 2017 households will have to 
contend with higher consumer 
prices and relatively low growth 
in wages. This could force 
some people to use their 
savings to support current levels 
of spending putting pressure 
on their ability to save and 
reducing retail savings inflows.”

Hidden 
high costs...
UNARRANGED OVERDRAFT 
CHARGES OUTSTRIP 
PAYDAY LOAN COSTS

Unarranged overdraft charges 
can cost nearly eight times 
more than payday loans, 
according to Which? research. 
The research, released on 
8 February compared the cost 
of borrowing £100 for 30 days 
between unarranged overdrafts 
and payday loans.

Which? said unarranged 
overdraft charges at some 
banks were as much as seven 
and a half times higher than the 
price cap of £24 imposed by 
the Financial Conduct Authority 
(FCA) on payday loans.

In November last year the 
FCA set forward measures to 
tackle issues such as excessive 
overdraft charges and levels 
of switching.

Which? said that because bank 
overdraft charges apply to a 
consumer’s monthly charging 
period, not the number of 
days the money is borrowed 
for, consumers who need 
£100 could pay up to £180 
in fees if they borrow across 
two charging periods. Banks, 
which set their own monthly 
maximum charges for overdraft 
borrowing, should not be able 
to charge more for unarranged 
overdrafts than they do for 
arranged overdrafts.

Mike O’Connor, chief executive 
at StepChange Debt Charity, 
said: “Every day we help people 
who have regularly exceeded 
their overdraft limit and been 
hit with extra fees and charges. 
This has made getting back on 
track the next month an even 
more difficult challenge.”

 

 

NEW INTEGRATED TRADE 
BODY TO LAUNCH IN 
SUMMER

Bob Wigley has been appointed 
as Chair of the new financial 
services trade association, the 
name and brand of which will 
be announced ahead of its 
launch in the summer of 2017.

The new trade body will 
integrate the remits, skills 
and capabilities of six trade 
associations: The Asset Based 
Finance Association, British 
Bankers’ Association, Council 
of Mortgage Lenders, Financial 
Fraud Action UK, Payments UK 
and the UK Cards Association.

As Chair of the new 
organisation, commencing the 
1st March, Bob will oversee 
the appointment of the Chief 
Executive of the new body and 
the integration of the existing 
trade associations later in 2017.

Bob said: “I am honoured to be 
taking on this key role at such 
a critical time for the industry. 
Financial services make a 
considerable contribution to 
the UK economy and currently 
face a challenging environment. 
I aim to build a strong and 
effective body capable of 
speaking for the industry 
with one voice and working 
constructively with consumers, 
regulators and stakeholders.

FSCS DEPOSIT PROTECTION 
LEVEL RETURNS TO £85,000 

The amount the Financial 
Services Compensation 
Scheme (FSCS) protects for 
deposits in banks, building 
societies and credit unions 
today increases from £75,000 
back up to £85,000. Joint 
accounts will in turn benefit 
from the rise with a new limit 
of £170,000. 

FSCS Chief Executive Mark 
Neale said: “The £85,000 limit 
protects about 98% of the UK 
public. More people will have 
more protection for more of 
their money.” The FSCS offers 
a protection checker for 
savers here.

The Bank of England’s 
Prudential Regulation Authority 
reduced the protection limit on 
single accounts from £85,000 
to £75,000 in July 2015 as part 
of a regular review. 

Brexit 
bonanza...
QUICK BRIEFS...

The British Bankers’ Association 
has published two papers on 
the key commercial, regulatory 
and political considerations 
relating to Brexit and banking. 
There are two Brexit ‘quick 
briefs,’ one focuses on data 
protection and transfer, while 
the other discusses whether 
there is a need for transitional 
arrangements.

www.bba.org.uk

A THREE YEAR JOURNEY...

The Association for Financial 
Markets in Europe (AFME) 
has published a report 
entitled ‘Planning for Brexit: 
Operational Impacts on 
Wholesale Banking and 
Capital Markets in Europe’. 
In producing the report, 
PwC gathered information 
on Brexit planning from 15 
banks spanning a range of 
sizes, activities, origins and 
legal entity structures. They 
include banks headquartered 
in the EU27, the UK and 
non-EU countries in broadly 
even measure, to obtain 
representative impacts from 
across the EU banking sector.

www.afme.eu

POSTED...

A letter has been published 
by the Financial Markets 
Law Committee containing 
comments about the UK’s 
financial services industry 
in the context of the UK’s 
withdrawal from the EU.

www.fmlc.org

REMORTGAGE LENDING 
UP 15.7% IN JANUARY 

Gross mortgage borrowing 
totalled £13.8 billion in January, 
6.3% higher than the same 
period last year, according 
to the latest British Banking 
Association (BBA) high street 
banking data.

Net mortgage borrowing was 
2.4% higher in January than 
a year ago and remortgaging 
approvals were 15.7% higher.

House purchase approval 
numbers of 44,657 were 2.5% 
lower than in January 2016 but 
2.5% higher than December 
and above the 2016 monthly 
average of 41,320.

Eric Leenders, BBA Managing 
Director for Retail Banking, 
said: “The new year saw home 
owners make the most of 
historically low interest rates by 
taking advantage of competitive 
remortgage offers. Nearly 
29,000 of these deals were 
approved last month – 16% 
higher than January last year.”

The end 
in sight...
LLOYDS BOOSTED BY 
LOWER PPI PAYMENTS

Lloyds Banking Group has 
reported a 158% increase 
in annual pre-tax profits 
to £4.24bn as a result of 
a reduction in payment 
protection insurance (PPI) 
provisions.

Provisions for PPI declined 
from £4bn to £1bn. However, 
underlying profits fell to £7.9bn, 
down from £8.1bn.

The UK government’s stake in 
Lloyds has now fallen below 
5% and it has said it wants to 
return the bank to full private 
ownership this year. The 
government spent £20.3bn to 
acquire a 43% stake in Lloyds at 
the height of the financial crisis.

Total income for the group 
also edged down to £17.5bn 
compared with £17.6bn the 
previous year. The company 
has increased its dividend 
by 13% and will also pay 
a special dividend.

Lloyds, which is the UK’s 
biggest retail banking group, 
also owns the Halifax and 
HBOS brands.

Stronger 
together? A bigger 

safety net...

Steady as 
she goes
BoE TO KEEP INTEREST 
RATES UNCHANGED 
UNTIL 2019

The National Institute of 
Economics & Social Research 
(NIESR) expects the Bank of 
England to ‘look through the 
temporary period of above 
target inflation’ and keep 
interest rates unchanged 
until the middle of 2019, 
increasing gradually at around 
50 basis points per year 
thereafter. Consumer price 
inflation is expected to rise 
throughout 2017 due to the 
sharp depreciation of sterling 
as a result of the referendum 
outcome.

NIESR forecasts inflation to 
average 3.3% this year and 2.9% 
in 2018, returning back to the 
Bank of England’s mandated 
target in 2020.

The Institute now expects GDP 
growth to slow from 2% in 
2016 to 1.7% in 2017 and 1.9% 
in 2018.

In the autumn statement the 
government announced a new 
fiscal charter, scrapping the 
previous target of reaching an 
absolute surplus by 2020/21, 
replacing it with an overall 
objective for government to 
return the balance back to 
surplus at the earliest date in 
the next parliament and a target 
to reduce cyclically adjusted 
public sector net borrowing to 
below 2% of GDP by 2020/21.

NIESR says it expects this target 
to be met with relative ease.

Source: Financial Reporter

BSA 2016 
Q4 figuresMaking the 

most of it...
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Compare 
the market..
38% OF BRITS BELIEVE THEY 
ALWAYS GET THE BEST DEAL 
THROUGH COMPARISON 
WEBSITES 

Research from Equifax, the 
consumer and business insights 
expert, discovered that 38% 
of people, in the UK, believe 
they always get the best deals 
through a comparison website. 
The online survey, conducted 
by YouGov also found that 70% 
of people use a comparison 
website when choosing a 
financial product. 

The Competition and Markets 
Authority (CMA) has recently 
launched a market study into 
digital comparison tools (DCTs), 
including comparison websites. 
The study will assess whether 
arrangements between DCTs 
and the suppliers who sell 
through them might restrict 
competition, and if consumers 
would benefit from being aware 
of how DCTs earn money.

Paul Birks, chief data and 
analytics officer at Equifax 
Europe, said: “This research 
highlights the trust consumers 
place in comparison websites, 
which are very popular and 
highly rated by consumers 
when searching, comparing 
and switching financial 
products. 

“Question marks have been 
raised over whether or not 
consumers ultimately get the 
best deal through aggregator 
websites. Consumers are 
savvy and continue to look for 
transparency when choosing 
financial products, but 
comparison websites can be 
overwhelming. People deserve 
to be given transparent, clear 
information on the best deals 
available for their needs, so we 
welcome the CMA investigation 
and hope the end result will 
mean more transparency and 
a better fit of products for 
consumers.”

Roll the 
dice...
Nearly half of retirement savers 
worry they are being forced 
to take more risks with their 
pension planning because 
of the shrinking options for 
guaranteeing an income in 
retirement, new research from 
MetLife shows.

Its study found 45% of over 
40s say the lack of options 
for guaranteed income is 
increasing the risk of saving for 
retirement as annuity providers 
withdraw from the market 
and rates continue to fall.

The research shows 57% of 
over 40s are concerned that 
low long term interest rates are 
making retirement saving more 
difficult and 52% are concerned 
about not having income 
certainty in retirement.

Financial advisers support the 
concerns of retirement savers. 
67% of advisers are worried 
about the lack of choice for 
clients who want lifetime 
guaranteed income.

MetLife’s report Guaranteeing 
Real Pension Freedom is calling 
for guarantees and guaranteed 
drawdown to form a central 
part of the government’s new 
guidance framework to help 
prevent the unnecessary risks 
people are taking with their 
savings at retirement because 
they don’t understand the 
choices they face.

Source: citigatedr

Advice 
for life...
GOVERNMENT TO LAUNCH 
£1,500 PENSION ADVICE 
ALLOWANCE 

The government has confirmed 
that from April, savers will be 
able to withdraw up to £1,500 
from their pension pots tax-free 
to pay for financial advice.

The new Pension Advice 
Allowance, first announced at 
Autumn Statement 2016, will 
enable people to withdraw 
£500 up to three occasions, 
but only once in a tax year. The 
Allowance is designed to give 
savers access to retirement 
advice at different stages of 
their lives, for example when 
first choosing a pension or just 
prior to retirement. It will be 
available at any age and can 
be redeemed against the cost 
of regulated financial advice, 
including robo advice.

The government confirmed 
that the allowance will be 
available to holders of defined 
contribution pensions and 
hybrid pensions with a defined 
contribution element, not 
defined benefit or final salary 
type schemes.

RECORD LOW RETURNS 
FOR SAVERS IN DECEMBER 

Savers are getting worse returns 
on what they put away than 
ever before. With price rises in 
the shops, what you’re saving 
will buy you less in a year 
than today, even with interest 
payments.

When the Bank of England 
cut its base rate to 0.25% 
from an already historic low 
of 0.5% in August last year, it 
was bad news for savers who 
were already getting near-zero 
returns.

An instant access savings 
account interest is just 0.15% 
including bonuses, and even 
an ISA gives you only 0.43% 
back on what you save. Though 
comparable historical figures 
are hard to find, The Money 
Charity believe this is the 
lowest it has been in a lifetime, 
certainly in the last 60 years.

These record low rates 
probably explain why people 
are saving a historically 
low 5.6% of their income, 
or £1,480.44 on average 
every year.

If someone deposited this sum 
in an average instant access 
savings account for twelve 
months, they would receive 
£1.78 in interest after tax. If they 
saved it in average cash ISA, 
they would receive £6.37.

Once you factor in inflation of 
1.8%, money you put away is 
actually shrinking in terms of 
what it can buy you in 
the shops.

Source: The Money Charity

A roof over 
your head...
THE GOVERNMENT 
PLEDGES TO FIX THE 
BROKEN HOUSING MARKET 
IN A RECENT WHITE PAPER

The government’s new white 
paper aims to fix Britain’s 
‘broken housing market’ with 
thousands of new homes, 
an extension of its affordable 
homes programme, and longer 
term tenancies.

The government aims to help 
local authorities, developers and 
SME builders build more than 
25,000 new homes by 2020 
and up to 225,000 in the long 
term. It estimates that currently 
around 60% of new homes are 
built by just ten companies.

As part of the proposals, 
the government will make it 
easier for councils to issue 
completion notices, shortening 
the timescales to require 
developers to start building 
within two years, not three, 
when planning permission 
is granted. The paper places 
particular emphasis on people 
on lower incomes, renters, 
disabled and older people.

The government says it will also 
change its focus from starter 
homes to a wider range of 
affordable housing, including 
rent to buy and shared 
ownership, 

Keeping 
track...
DEBT CONSOLIDATION 
SOARS AS LENDING HITS 
RECORD LEVELS 

There has been a sharp rise in 
the number of britons looking 
to consolidate their debt in 
January as borrowing continues 
to rise, according to research 
from Kensington Mortgages.

A record number of people 
across the UK searched for 
‘debt consolidation’ or a similar 
term in January, hitting a high 
not seen since September 
2012. Northern Ireland saw the 
highest number of inquiries 
on Google in the UK for debt 
consolidation.

The statistics follow a trend 
set in recent years which 
has shown online interest in 
debt consolidation surging 
in January. The end of the 
summer holidays also featured 
prominently, with an annual 
surge in searches for debt 
management topics at the end 
of August and beginning of 
September.

The news from Kensington 
Mortgages comes as recent 
figures show lending to 
individuals continues to rise to 
record levels. Recent statistics 
from the Bank of England 
have revealed that lending 
to individuals rose by £5.1bn 
in November and £4.8bn in 
December 2016, which helped 
raise the previous six month 
average to £4.8bn.

CONSUMER CCJS HIT 
RECORD HIGH IN 2016 

There were more county court 
judgments (CCJs) against 
consumers in England and 
Wales during 2016 than any 
year on record, according 
to figures released today by 
Registry Trust. In 2016, 912,389 
judgments were registered 
against consumers in England 
and Wales. Rising almost a 
quarter on 2015, it marks the 
fourth consecutive year in 
which the total number of 
CCJs has risen.

In 2016 there were 15.77 
consumer judgments per 
1,000 people, compared 
with 12.79 the year before.
While the number of CCJs 
registered against consumers 
in the second half of 2016 rose 
by nearly 20%, there was no 
immediately discernible Brexit 
effect. The trend in number of 
judgments was consistent with 
the first half of the year.The 
average value of a consumer 
CCJ, however, fell 16% to 
£1,711. By contrast the average 
value of a judgment in 2008 
stood at £3,624. Last year 
13.88% of CCJs were registered 
as satisfied.

In the High Court only 206 
judgments were registered 
against consumers in 2016 
the lowest total on record. 
Against that, the average value 
of a consumer judgment in the 
High Court increased by 25% 
to £684,843. The total value 
of debt judgments against 
consumers in all courts in 
England and Wales during 
2016 was £1.7bn.

Saving 
scandal?

A rainy day?
SAVERS BANKING ON 
ISAS FOR MOST OF THEIR 
RETIREMENT INCOME 

New research from MetLife 
shows that more than one in 
three savers are planning to 
rely on ISAs for the bulk of their 
retirement income as worries 
about the lack of savings 
choice grow.

Its study found 34% of 
retirement savers believe ISAs 
are a better bet for guaranteed 
income in retirement 
underlining the growing interest 
in alternatives to pensions with 
even 28% of over 55s saying 
they plan to rely on ISA savings 
in retirement.

However the research 
highlights concerns about the 
suitability of ISAs:

• 66% only save into cash ISAs 

• 10% say they are happy with 
the rates they receive 

• 55% are dissatisfied with their 
rates.

The increased interest in ISAs 
for retirement planning is being 
driven by a switch in attitudes 
following the launch of pension 
freedoms and increases in 
subscription limits with financial 
advisers welcoming the new 
flexibility.

The struggling 
consumer?



CCTA CONFERENCE 2017

The Nottingham Belfry Hotel
Thursday 2 November 2017

Our 2017 conference will round off the 
‘Embracing Change’ trilogy, and highlight a year 
of increased public affairs activity.

Member input to the CCTA involvement with 
policy makers, stakeholders and the regulator 
will be at the forefront of the ‘new format’ one 
day event.

In 2017, the CCTA voice will be both heard and 
reflected in the regulations which govern our 
industry. Our annual conference provides a 
perfect opportunity to report on progress, and 
expand our 2018 thinking.

Full supporter and delegate opportunity details will 
be announced in May. 

CCTA MARKETING 
OPPORTUNITIES 2017

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

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

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

NEW MEMBERS 

SME Business Finance Ltd 
Sutton

City Energy South Wales Ltd 
Cardiff

First Home Finance Ltd 
Rotherham

UK Car Finance Ltd 
Newcastle

ComplyWithMe Ltd 
Seaford

CCTA TRAINING PROGRAMME 2017

Our 2017 training programme is now well under way. 
This year we are offering five courses in three different 
venues. Full details are available to view on our website, 
www.ccta.co.uk:

COURSES:

 Being Regulated by the FCA

 Approved Persons, Current & Future Regimes (FCA)

 Treating Customers Fairly (FCA)

 Complaint Handling, Reporting & Publication 
(FCA/FOS)

 Supervision & Reporting (FCA)

VENUES:
Manchester
London
Birmingham

If you have any questions please email: 
training@ccta.co.uk or call the office on: 
+44 (0) 1274 714959
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CCTA BRIEFING SEMINARS 2017 
MEMBERS ONLY

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

2017 DATES:

 Thursday 16 March (London) 

 Wednesday 29 March (Leeds) 

 Tuesday 20 June (London) 

 Wednesday 21 June (Leeds) 

 Tuesday 12 September (Leeds) 

 Wednesday 13 September (London) 

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

If you have any questions please email: 
events@ccta.co.uk

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

EMBRACING
CHANGE 

THE VOICE

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



Banks could look to buy aggregators, 
suggests Ms Hulme, while Ms Ghosh is 
already advising banks on acquiring and 
collaborating with new fintech startups. 
The firm has developed a specialism in this 
fast growing sector, in particular with its 
fast track programme AG Elevate.

“We act as legal mentors and advisers,” Ms 
Ghosh explains. “We advised many issuing 
banks on Apple Pay, for instance. We know 
the implications for the banks, and we can 
assess the risks of going into a venture 
from a regulatory and transactional 
perspective. Banks might have to change 
their mindset when working with these 
new tech businesses. They’re often heavily 
policy driven and risk averse, as they’re 
driven by customer complaints. They want 
to work with startups, but they’re not clear 
strategically about what they want to get 
out of it. They focus on protecting their 
intellectual property, whereas fintech is 
more collaborative. That’s where we can 
bridge the gap between the two.”

The fintech companies that can provide 
banks with the new technology 
essential for maintaining customer 
relationships and preparing 
themselves for PSD2 also have 
to rethink their approach. For 
example, although finance 
is heavily regulated, some 
fintechs will only look 
at the legal risk 

when they’re quite a long way into the 
development journey.

“They tend to think that they’re the first,” 
says Ms Ghosh. “But AG Elevate gives us 
an overview so we can see other versions 
of their product. It’s not just about having 
a clever idea, it’s about the practicalities 
of bringing it to market. For those that 
can overcome these challenges, 
and for the banks they’re now 
working with, PSD2 offers real 
opportunities.”

Mandie Hulme
Partner, Head of Financial Regulation

Addleshaw Goddard

Fiona Ghosh
Head of FinTech Group

Addleshaw Goddard

 | FEATURE

As banks and payments providers 
consider new European Commission 
regulation, along with other regulatory 
changes, many are moving into damage 
limitation mode. Some, however, see 
opportunities in the opening up of 
customer information to others.

The revised second Payment Services 
Directive (PSD2) will come into force less 
than a year from now, but the full impact 
of the changes that it will bring to banks 
are still emerging. As banks come to 
terms with the huge threat the European 
Commission directive poses to their 
traditional business models, regulators 
are still fine tuning their requirements 
and fintech startups are identifying 
opportunities. Meanwhile, brands such 
as Amazon and PayPal could be preparing 
to eat the lunch of banks and credit 
card companies.

The opportunities presented to financial 
aggregators will be a key factor in shaking 
up the market. Amanda Hulme, head of 
financial services at Addleshaw Goddard 
LLP, and a specialist in this field somments:

“Aggregator firms have been accessing 
customers’ financial information, such 
as current account transaction 
information, for a while, but until 
now they’ve faced legal and practical 
challenges when doing so. However, 
under PSD2, aggregators will be regulated 
by the Financial Conduct Authority, and 
banks won’t be able to prevent them 
from accessing this information and 
using it to offer their own services 
such as loans, savings or debt advice.

“Alongside this, the new Payment 
Initiation Service Providers (PISPs) will 

be able to initiate credit transfers 
and faster payments. “This 

means a PISP can build a very 
user-friendly front end that 

the customer can use 
to make purchases or 

transfer funds,”  
says Ms Hulme. 

First publishewd by the Raconteur in 
The Sunday Times on 22 January 2017

“So banks cannot prevent other 
companies from delivering these services, 
provided they utilise a secure means 
of doing so, which are to be set out in 
agreed European standards.”

Meanwhile, the UK has initiated its own 
reforms in the form of the Open Banking 
Standard, with leading banks required to 
agree on how they will open up services 
and make bank account information 
more easily accessible. 

Amanda continues: “Essentially, it means 
you will be able to take your bank account 
data and put it into a price comparison 
site to see whether you’re better off with 
another bank that would have charged 
you less for transactions and overdrafts, 
for instance, Banks are in danger of simply 
becoming the network through which 
these customer facing services operate.

“Private banks might also face threats from 
PSD2. They enjoy a very personalised 
relationship with their customers 
based on their understanding of those 
customers. Another provider, perhaps an 
asset manager, could build a platform 
integrating the customer’s bank account, 
and have access to account data that 
enables customers to manage a number 
of different investment and services in 
a more accessible and coherent way.”

The challenge, therefore, for banks is 
to maintain the customer relationship, 
according to Fiona Ghosh, head of 
Addleshaw Goddard’s fintech group, who 
says: “Over the next few years you’ll see 
Amazon encroaching into devices with 
the growth of the ‘internet of things’. For 
example, my washing powder container 
can already signal when it’s running 
low and initiate an order for more with 
payment through Amazon. We’ll see 
growing connectivity between devices, 
between the public and retailers when 
it comes to payments.”

Ms Ghosh cites the success of Apple Pay: 
“Apple’s not an infrastructure provider, it’s 
a technology company. We’re seeing this 
cultural shift. On a more practical level 
banks are in danger of simply becoming 
the network through which these 
customer facing services operate.”

The future for banks might look grim 
as the changes brought about by PSD2 
take hold, but both lawyers believe it 
also presents exciting opportunities for 

those enterprising, forward looking 
institutions that are willing to 

exploit them.

YOU SNOOZE - YOU LOSE
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NEW WAVE OF 
GAME CHANGING 

REGULATIONS 
FOR BANKS 

Research from Equifax, the consumer and 
business insights expert, reveals that 90% of 
Brits have not heard of the Open Banking 
initiative, with 45% of respondents then 
going on to say that they are not likely 
to use Open Banking when it becomes 
available. 

When asked about sharing personal data 
through Open Banking, 60% said they would 
not consent to this. Consumers’ concerns 
about data being shared included security 
(67%), and that third parties would be able to 
contact them (62%). 

25-34 year olds are most accepting of the 
scheme, with 41% stating they are likely 
to use Open Banking (compared to 27% 
nationally). In this age group, 35% are also 
likely to consent to their personal data being 
shared (compared to 24% nationally). 

The research found a lack of understanding 
when it comes to declaring information, 
with 43% stating they were not aware that 
the data they share with banks (e.g. if they 
have a mortgage or require a loan) can have 
a direct impact on the products that banks 
offer to them.

Respondents of the survey do however 
recognise the positives of Open Banking 
and would find the following tools 
important if they were made available 
through the initiative: 

• the ability to better monitor across their 
bank accounts to help protect against 
fraud (64%)

• the ability to compare current accounts 
offerings from different banks (53%)

• the ability to better monitor their spending 
or debt and see accounts all in one place 
(51%)

• the ability to access lenders offering 
better terms for financial products (50%).

Jake Ranson, banking & financial 
institutions director at Equifax UK, said: “The 
implementation of Open Banking is quickly 
progressing and the start of this year will 
see personal customer transaction data 
available on a read only basis. There is not 
much time till the Open Banking Standard’s 
full scope, including business, customer and 
transactional data is complete. 

“It’s concerning that such a high number 
of the population are unaware of Open 
Banking, something the industry needs 
to remedy for all parties to reap the full 
benefits. Not only will the initiative transform 
the customer banking experience by 
enabling consumers to compare and save 
on current accounts, it will also help them 
look for mortgages more easily and access 
better terms for loans.

“More needs to be done to educate 
customers of how they can personally 
gain from Open Banking. By working with 
customers to help them better understand 
how it works, banks can help their 
customers realise the advantages, especially 
when searching for the most suitable 
financial products for their individual needs.” 

EQUIFAX FINDS 
90% OF BRITS HAVE 

NOT HEARD OF 
OPEN BANKING
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ANSWER:
Product suitability and performance 
is an ongoing area of key concern for 
the Financial Conduct Authority (FCA). 
This is seen most notably with Treating 
Customers Fairly (TCF) Outcomes 2 (that 
products and services are designed to 
meet the needs of identified consumer 
groups) and 5 (that consumers are 
provided with products that perform as 
firms have led them to expect). There are 
also consumer credit specific rules and 
guidance, such as CONC 2.2.2 G that 
require firms not to target customers with 
products that are unsuitable.

As consumer credit only became 
regulated by the FCA in April 2014, there 
is little substantive practical guidance that 
the FCA has published on how firms can 
specifically develop and sell regulated 
credit products without falling foul of 
regulatory requirements. However, 
some insight can be taken from a report 
published by the FCA’s predecessor, 
the Financial Services Authority (FSA), in 
2007 titled ‘Treating Customers Fairly in 
Product Design’, about how firms can 
comply in practice with the regulatory 
requirements.

The 2007 paper focused in practical terms 
on how firms can deliver TCF through 
product design. Although the guidance 
provided was not intended to be applied 
to credit products, it is still useful and can 
be applied to all businesses operating in 
the credit industry. 

One of the key messages in the 
FSA report was that when firms are 

developing new products, it is important 
that an in-depth assessment of the 
risks associated with the product is 
conducted. In particular, firms should 
analyse whether an identified target 
audience is capable of adequately 
understanding those risks. Naturally, the 
more risks a product poses, the greater 
the need for a comprehensive set of 
systems and controls that ensure this risk 
is monitored.

Once the consumer has agreed to the 
terms of the product, it is important for 
the business to continue to monitor 
the success of its product. In particular, 
firms should assess whether the right 
customers are being targeted. Businesses 
should have measures in place to assess 
whether the product is the most suitable 
finance option for the target audience 
and use this data to refine the design 
process and the intended audience. 
If through ongoing monitoring it is 
discovered that the product is unsuitable 
for a sub-section of the target consumer 
group, measures should be taken to 
ensure the product is no longer sold to 
that particular sub-group.

Data gathered by the business should 
also be reviewed by senior management 
to ensure the product design can be 
amended where necessary. As an 
example, if data shows that a significant 
number of people who entered into a 
hire product actually wanted to accrue 
some element of equity in the goods, 
analysis should be carried out as to 
whether sufficient efforts had been made 
by the business to explain alternative 
options to them prior to entering into any 

agreement, such as a hire purchase.

Another key issue is communications. 
Finance companies should assess 
whether their representatives at the point 
of sale fully understand the complex 
finance products they are selling and 
are able to communicate any salient 
points to consumers effectively. If not, 
representatives and intermediaries 
that have received specialist finance 
training should be available to assist the 
consumer with specific finance related 
queries. Product information guides can 
also be a useful material to explain key 
product features.

It is important that brokers continue to 
communicate to consumers key facts 
such as the amount of interest repaid by 
the customer over the course of the loan. 
If this is likely to be significantly higher 
than the interest payable under other 
products that also meet the customer’s 
needs, this should be highlighted. 
Additionally, both brokers and firms 
with direct sale channels must be clear 
with consumers about the nature of 
any ‘balloon’ payment at the end of the 
loan. Information should be provided 
in advance of the date this payment 
becomes due, together with regular 
communication about the end 
of term options available to ensure 
ongoing suitability.

In light of the TCF outcomes, in particular 
Outcomes 2 and 5, businesses providing 
finance products to consumers are 
strongly advised to carry out internal 
assessments on whether they have met 
all of the recommendations, above.

Product Suitability, Performance 
and the Financial Conduct Authority Joanne Davis 

Head of Asset, Leasing and Consumer Finance, Locke Lord
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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

QUESTION: I’M KEEN TO LAUNCH NEW PRODUCTS INTO THE REGULATED CREDIT 
MARKET – ARE THERE ANY ADDITIONAL REGULATORY CONSIDERATIONS I NEED TO 
CONSIDER NOW THAT I AM REGULATED BY THE FCA?
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BACKGROUND - The Payday Lending Market Investigation 
Order 2015 came into force in August 2015. On 2nd February 
2017, the Compertition and Marketing Authority (CMA) 
published its guide to the Order. In this article, we review 
the key requirements before the remaining part of the Order 
becomes effective in May 2017. 

To recap, the Order applies to a ‘Payday loan’ if it: is unsecured; 
has an APR of 100% or more; of 12 months or less; and is for less 
than £1,000.

The Order distinguishes On-Line Lenders (OLLs) from High Street 
Lenders. 

The Guide clarifies some key aspects of the Order and covers:

(i) Publication of Information: All OLLs must publish details of 
their loans on a Financial Conduct Authority authorised Price 
Comparison Website (PCW) and notify the CMA of which 
PCWs they use. 

The Obligation to Publish Date (OPD) has been confirmed as 
26 May 2017. OLLs will also need to notify the CMA about their 
engagement with PCWs within seven days of the OPD.

(ii) Summary of Cost of Borrowing: Since 13 August 2016, no 
Pay Day Lender (PDL) should have been offering payday 
loans unless customers are provided with a summary of the 
cost of borrowing (SCB). A summary must be provided:

• on settlement of each payday loan
• following default or forbearance 

a. on closure of an account
b. if account not closed, after three months.

All PDLs should make the SCB available at the earliest possible 
stage to a customer and ask the customer if they have accessed 
the same. Further details regards the SCB is contained in the 
Guide, particularly on the definition of the ‘cost of borrowing’. 

(iii) Compliance Reporting: From 26 November 2016 but until 
six months after a PDL first lists on a PCW, PDLs should 
submit quarterly Compliance Reports to the CMA reporting 
on steps taken to ensure compliance with the Order. PDLs 
should ensure that these reports are submitted as close to 
the end of the quarterly period as possible. PDLs must also 
submit annual reports by the 13 August each year. 

CONCLUSION - Notwithstanding that the Guide does not form 
part of the Order and has no legal force, all PDLs should revert 
to it. PDLs should ensure that they:

• if an OLL, 
a. are publishing their loans on the appropriate PCWs by 

26 May 2017
b. submitting Compliance Reports

• otherwise, for all PDLs, are preparing their SCB and ensuring 
their SCB is consistent with the Guide. 

In November 2014, the Supreme Court ruled in Plevin v 
Paragon Personal Finance Ltd that a failure to disclose a large 
commission payment on a PPI policy made the relationship 
between a lender and the borrower unfair under section  
140A of the Consumer Credit Act 1974. 

The Financial Conduct Authority (FCA) considered whether 
additional rules were required and have set out their final 
position in their Policy Statement PS17/3 published on  
2 March 2017. 

This included a deadline of 29 August 2019 for consumers to 
complain about the way they were sold PPI. It also included 
detailed rules about the approach firms should take in assessing 
the extent to which profit sharing arrangements when taken 
together with the commission being paid out of the premium 
contributed to exceeding the ‘tipping point’ pronounced by 
the court in Plevin. 

The court considered that a commission of 71.8% of the 
premium went a long way beyond the tipping point for 
unfairness. Consequently the FCA has determined to use 50% 
as a presumption for determining where the tipping point will 
lie. The result is that a firm should presume, when assessing 
a complaint, that a failure to disclose commission of 50% or 
more would give rise to an unfair relationship under s.140. 
The presumption can be rebutted and the FCA have included 
examples of when this might arise. Redress will be calculated 
as the excess commission over the 50% tipping point.

More controversially, the FCA consider that profit share sums 
received from the sale of Payment Protection Insurance must 
be taken into account in determining the tipping point. Profit 
share is often provided based on the profitability of insurance 
sales over time and this will factor claims experiences. The 
industry argued that profit share should not be included since 
it was not possible to make any meaningful disclosure to the 
customer as the amount would not be known (and was not 
foreseeable) and this was unlikely to impact the customer’s 
purchasing decision. The FCA rejected these points and require 
firms to determine the portion of anticipated profit share on 
each case using reasonable estimates. This clearly will cause 
real practical difficulties for firms where historic records will not 
be easy to assimilate and where profits are determined across 
pools of books rather than on individual accounts. The FCA 
have warned that they will monitor the robustness of the steps 
firms take through supervisory activity. 

On 1 October 2017, the Pre-Action Protocol for Debt Claims 
comes into force with the objective of governing parties’ 
behaviour before court proceedings start. It aims to encourage 
early disclosure of information and Alternative Dispute Resolution 
(ADR), reinforcing the notion of proceedings as a last resort.

Creditors must also remember applicable regulatory rules and 
government guidance about good practice.

If at the end of the road a creditor takes a debtor to court, but 
it finds one of them has breached the protocol, a judge may 
consider that misconduct when making an order about the costs 
of the proceedings, so the protocol has teeth.

The protocol applies to any business (C) recovering a debt from 
an individual consumer or sole trader (D) and notable provisions 
are as follows:

• C must send D a Letter of Claim, by post (unless D asks to 
receive it by other means. An alternative method in C’s terms 
and conditions does not count) 

• the Letter must explain the claim and provide copies of 
important documents, an up-to-date statement of account 
(including charges and interest claimed) and prescribed Reply 
and Financial Statement Forms for the debtor to complete

• C must give D 30 days to return the Reply Form and if he fails 
to respond, may start proceedings, but if D replies, C must 
wait 30 days. If D says he is seeking advice, C must allow him 
a reasonable period in which to do so

• if D requests more documents to better understand the  
claim, C must provide them within 30 days or explain why  
he cannot do so

• C must treat D’s partially completed Reply Form as an attempt 
to engage and try to discuss the claim with him before starting 
proceedings

• if C and D cannot agree about ‘the existence, enforceability, 
amount or any other aspect of the debt, they should both take 
steps to resolve the dispute’ through ADR

• if the parties reach an agreement, but D defaults, C must send 
a fresh Letter of Claim (but shall not need to provide copy 
documents provided within the previous six months, unless 
they need updating).

I find the protocol overly prescriptive. It ignores the fact that C 
may already have explained the claim and attempted ADR before 
instructing solicitors. It may deny the creditor momentum, cause 
lengthy delays and increase pre-action costs.

Recoveries managers need to prepare. I recommend they 
seek advice and consider how to not only comply, but achieve 
effective results. The key may be to treat pre-action as part of 
the overall recovery line, so that the debtor perceives a seamless 
process, and build in set timeframes and ADR options.

The world of work is changing, and fast. The so called ‘gig’ 
economy, characterised by businesses such as the taxi service 
Uber, has set the wheels of change moving and the recent tide 
of case law brought by (allegedly) self-employed independent 
contractors shows no signs of abating. The spotlight is firmly on 
the perennial problem of employment status. Three key heads of 
risk can be drawn from these developments:

STATUS
There are three categories into which people who work for 
most business will fall: ‘employees’; ‘workers’; or ‘self-employed’. 
Those judged to be employees and workers will enjoy the right 
to be paid the national minimum wage (national living wage over 
the age of 25), the right to take holiday, a limit on their weekly 
working hours of 48 hours per week and, for some, a right to 
auto-enrolment into a pension scheme. The costs to a business if 
people previously classed as self-employed, are in fact workers or 
employees, can be significant. 

As a further example of HMRC’s desire to gather more funds, 
from April 2017, the IR35 rules in the public sector will be 
changed so that the engager will mostly be responsible for, 
accounting for and paying PAYE in respect of contractors working 
via PSCs. Change for the private sector may be on the horizon 
adding to the risk profile.

PUBLICITY
The potential publicity pitfalls if businesses are found not to have 
been paying workers national minimum or living wages when 
they should have been, are evident and were highlighted in the 
savaging given to Uber during their tribunal visit.

CONCLUSION
When the dust has cleared, where are we left? One of the key 
lessons is that it is not just what documents (such as contracts) 
state but tribunals and courts will consider the practical effect and 
the realities of the situation.

The pace of current developments has attracted government 
attention, the bottom line being that the government, particularly 
one grappling with the uncertainties of Brexit, is keen to raise its 
tax receipts. In light of the recent retreat on National Insurance 
contributions for the self-employed, there is even more of an 
incentive to introduce rules to make people more likely to fall into 
the categories of employee and worker.

What can be taken from this is that all businesses must take a 
frank look at the whole of their workforce or leave themselves 
open to potentially significant costs, due to incorrect classification 
of its workforce and issues with HMRC. That assessment needs to 
take into account a review of documents and working practices.

David Wood
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Mahesh Vara
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Robert Rosenberg
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BONAFIDEE HAS WON 
‘DIGITAL INNOVATION 
OF THE YEAR’ AT THIS 
YEAR’S MOTOR FINANCE 
EUROPE AWARDS

The e-signature and identity verification software 
provider collected the award on March 16th at the 
event held in Frankfurt, in front of a large audience of 
car finance industry executives.

Francis Lang, head of research and development 
at Bonafidee said: “We’ve helped lots of companies 
transform the digital services offered to their clients, 
and win awards in the process, so today, our 
innovative, cutting edge technology has been rightly 
given the praise and recognition it deserves.” 

Bonafidee is used by banks and consumer finance 
businesses to mitigate against the risk of identity theft 
and fraud during the loan application process. In a 
report published by Experian, ‘The Relentless Rise of 
Identity Theft’ there were  
25 cases of identity fraud 
per ten thousand vehicle 
applications in 2016.

BUDDY LOANS SECURES FULL 
FCA APPROVAL TO OFFER 
GUARANTOR LOANS 

Buddy Loans has received full accreditation from the 
Financial Conduct Authority (FCA), enabling the UK’s 
guarantor loan provider to give more consumers access 
to credit. The Cheadle based company was set up in 
2013 by entrepreneurs Guy Mackenzie and Nicholas 
Zapolski, to provide consumers, who have been refused 
loans from mainstream lenders, with affordable credit. 

Buddy Loans has also secured an investment of £10 
million, enabling it to increase lending. Director of Buddy 
Loans, Guy Mackenzie, said: “Our ambition when we set 
up Buddy Loans was to plug the gap that mainstream 
lenders have failed to fill, by offering a 
large section of the population access 
to the finance they need to live their 
everyday lives.”

HAMPSHIRE TRUST BANK 
APPOINTS NEW MD TO LEAD 
ASSET FINANCE BUSINESS 

On 6 February 2017 Hampshire 
Trust Bank announced the 
appointment of Jon Maycock as 
Managing Director of Asset Finance.

In his role as head of the Asset 
Finance business, Jon will focus 
on enhancing both the broker and 
block discounting channels. This 
will involve continued investment 
in IT systems and broadening the bank’s proposition to 
the broker market, while exploring new opportunities to 
grow the asset finance business in line with Hampshire 
Trust Bank’s strategy. The existing heads of broker and 
block discounting businesses will report to Jon.

Prior to joining Hampshire Trust Bank, Jon was 
Commercial Director, Asset Finance, at Aldermore Bank. 
He previously fulfilled a number of roles at GE Capital.

Mark Sismey-Durrant, chief executive office at 
Hampshire Trust Bank, said: “We have established 
a successful asset finance business and Jon’s 
appointment will help us take the next steps in terms 
of exploring new opportunities in the sector. Jon has 
extensive experience across many facets of the broker 
and block markets and 
is a welcome addition 
to the executive team.”

EQUIFAX AND CASTLIGHT LAUNCH 
FIRST REAL-TIME AFFORDABILITY 
PLATFORM FOR MORTGAGES

Equifax, the consumer and business insights expert, has 
formed a new strategic partnership with Castlight, the 
leading financial capability company, to launch the first 
real-time affordability platform to support brokers and 
their clients with mortgage applications. The system will 
reduce the time it takes to make a mortgage application 
to as little as ten minutes. 

The new technology will, for the first time, give 
consumers the option to let brokers view their credit 
history, combined with a summarised overview of their 
spending behaviour. This level of detail enables brokers 
to very quickly understand the financial position of both 
new and existing borrowers. The information will be 
provided in the form of an ‘Affordability Passport’ created 
by the mortgage applicant in a secure and private portal. 

Data is gathered in real-time and combined with a 
historic view of the way the consumer manages their 
credit. The solution is software as a service (SaaS) and 
can quickly be integrated into 
existing origination platforms.

OYSTER BAY BUILDS NEW 
MANAGEMENT TEAM 

Oyster Bay Systems has embarked on an aggressive five 
year strategic growth plan.

Operations Director Martin Breach said: “35 years of 
working alongside the finance industry has allowed 
us to build an envied reputation, and we have a solid 
foundation of expertise on which to capitalise. In the 
last month, we have signed the two biggest contracts 
we have undertaken, and now is the time for us to 
make sure the business is in best possible 
shape to respond to the high levels of interest in our 
products and services.”

The company has continued to build its technical 
base, working with local universities and the Welsh 
Assembly Government to ensure a steady stream of 
talent is attracted to its Swansea and Cardiff offices, and 
has recently appointed heads of finance, recruitment, 
software development, customer support and product 
quality, with the aim of 
increasing by 70% staffing in 
all areas by March 2018.

WHERE DO YOU GET YOUR 
PREDICTIVE ANALYTICS POWER?

At a time when customers expect immediate answers 
and the speed of business is steadily increasing, 
automated processes and faster decisions are 
becoming the norm. In fact, without real-time 
automated decisions, it may become a challenge to 
stay in front of the competition, and this is already the 
case in many industries. But with real-time, predictive 
analytics, businesses can make better, faster decisions 
that positively impact the bottom line while also 
improving the customer experience. 

Enova International (NYSE: ENVA), have found success 
across their online financial service brands including 
QuickQuid and On Stride Financial by using on-demand 
decisioning technology. This produces instant 
customer insights and make decisions in real time that 
have resulted in increased business efficiency, and 
maximised profitability. In 2013 their real-time, predictive 
analytics platform resulted in an estimated $7 million 
in incremental profitability in the first few months of 
implementation. Due to this success, they launched 
Enova Decisions in 
order to offer their 
own capabilities to 
other businesses.

CALLCREDIT RECEIVES 
FCA AUTHORISATION

22 February 2017: Callcredit Information Group, one 
of the UK’s leading credit reference agencies and 
consumer data management specialists, is pleased 
to announce that its’ wholly owned subsidiaries 
Callcredit Limited and Callcredit Consumer Limited 
have achieved full Financial Conduct Authority (FCA) 
authorisation.

The authorisation process involved the Group 
companies demonstrating they had in place robust 
business plans, risk management frameworks, and had 
adequate systems and processes in place to support 
fair consumer outcomes. In addition, the companies 
were required to propose a number of senior figures as 
Approved Persons under the FCA regime.

Commenting on the announcement, Mike Gordon, 
CEO, Callcredit Information Group, said: “This is an 
important milestone for the Group and a key element 
to ensuring we deliver on our ongoing growth 
strategy. Full FCA authorisation 
means we now mirror a growing 
number of our clients who are also 
transitioning from the initial interim 
permissions themselves.

EQUIFAX APPOINTED BY P2P 
LENDING PLATFORM FLENDER 
TO SUPPORT SME LOANS

Equifax Limited, the consumer and business insight 
expert, has been appointed by new P2P lending platform 
Flender to support the underwriting of loans for UK SMEs. 

Equifax will supply real-time consumer and commercial 
data so that the underwriting process can be automated 
and optimised. The data insight, provided via the Equifax 
Business Insights solution, will give a holistic view of SME 
loan applicants, providing Flender with the tools to make 
robust and reliable lending decisions.

Flender is a P2P lending platform that enables both 
consumers and businesses to raise finance through 
their social circle connections including friends, family 
and customers. It is a primarily mobile platform and 
allows both lenders and 
borrowers to set their own 
interest rates. 
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The Commission’s official draft says that it 
will apply from 25 May 2018, the date that 
the General Data Protection Regulation 
(GDPR) also comes into effect. Fines 
mirror those of GDPR.

The scope of the e-Privacy regulation is 
very wide, and will broadly apply to any 
business that provides any form of online 
communication service, that utilises 
online tracking technologies, or that 
engages in electronic direct marketing.

A REGULATION
The commission has followed the 
approach of GDPR, and the new text be 
a regulation, precluding member state 
implementation and variation. 

COOKIES
In its press release the EC says the 
regulation aims to simplify the rules on 
cookies stating: ‘the cookie provision, 
which has resulted in an overload of 
consent requests for internet users 
will be streamlined. The new rules 
will be more user friendly as browser 
settings will provide for an easy way to 
accept or refuse tracking cookies and 
other identifiers.’ This will move the 
requirement for consent away from 
websites, and could see the end of the 
cookie banner.

The proposal clarifies that cookie consent 
wouldn’t be required for the purposes 
of analytics, for examples cookies for 
improving internet experience (e.g. 
remembering shopping cart history) or 
cookies which count visitor numbers. 
However, this exemption may only apply to 
first party analytics, not third party analytics 
(i.e. platforms like Google Analytics). 

SOFT OPT-IN
It is proposed that the so called ‘soft 
opt-in’ will be retained in limited 
circumstances. Recital 33 of the draft text 
states: ‘it is reasonable to allow the use of 
e-mail contact details within the context 
of an existing customer relationship 
for the offering of similar products or 
services’, and Article 16 (2) specifically 
refers to ‘in the context of the sale 

of a product or service.’ This is significant 
as the text omits the current PECR 
wording allowing the soft opt-in to be 
used in the context of negotiations of a 
sale, which will limit its application.

TELEMARKETING
The text proposes prior consent for all 
electronic communications including 
live marketing calls. However, there 
is a provision allowing member states 
to adopt an opt-out consent regime 
at a national level for telemarketing. 
Article 16 (4) states: ‘member states 
may provide by law that the placing of 
direct marketing voice-to-voice calls to 
end-users who are natural persons shall 
only be allowed in respect of end-users 
who are natural persons who have not 
expressed their objection to receiving 
those communications.’

This would mean the UK could keep its 
existing approach (with the requirement 
to screen against the Telephone 
Preference Service). There are specific 
additional requirements in the proposal 
for callers to display their phone number 
or to at least use a special prefix to 
indicate the call is for telemarketing 
purposes. Users must also be able to 
block such prefixes if they choose.

B2B MARKETING 
COMMUNICATIONS
At this stage, the text is 
ambiguous as to whether 
a distinction can be drawn 
between corporate 
email addresses and 
individual email 
addresses. 

WITHDRAWING CONSENT
The text proposes that promotional 
messages would need to carry an 
unsubscribe message and that end users 
may withdraw their consent at any time. 
In a new requirement, end users should 
also be given the possibility to withdraw 
their consent for cookies every 
six months.

Welcoming this new service Jill Stevens, 
award-winning consumer affairs and 
money advice specialist said: “Those who 
work with vulnerable consumers, and 
those who have them as their customers, 
have both been searching for a long 
time for a way in which these people 

could be better protected from debt 
and financial distress. We know 

consumers themselves find it 
difficult to navigate their way 

through what they need to 
do to protect themselves 

at a time of distress and 
personal difficulty.

The Vulnerability Registration Service 
will allow consumers, and those who 
represent them, to register their personal 
circumstances and will alert those 
offering financial products to the need for 
care when dealing with them. Everyone 
should benefit.” 

The VRS is a private sector initiative 
funded entirely by its shareholders 
offering a free-to-use service for 
vulnerable consumers. It is independent 
of any other database provider or credit 
reference agency. 

VRS recognises the many forms of 
consumer vulnerability and provides a 
single reference point for consumers and 
organisations, enabling an individual’s 
vulnerability issues to be handled 
sensitively and professionally.

By keeping things simple as a starting 
point, VRS circumvents many of the 
challenges, some more perceived 
than real, around data sharing, and is 
designed to offer a simple solution to 

help vulnerable individuals and their 
representatives register themselves 

to prevent inappropriate marketing 
and/or financial offers. 

Importantly VRS does not replace 
an organisation’s responsibilities for 
identifying and counselling vulnerable 
consumers, but provides a ‘decision 
agnostic’ platform for consumers and 
the organisations they deal with as an 
additional safeguard for consumers 
during their period of vulnerability. 

VRS does not indicate why a consumer 
may be vulnerable nor does it process 
the information supplied other than for 
providing a platform for optional user 
interaction when the individual’s particular 
circumstances can be discussed with the 
consent of that individual.

In very practical terms, VRS is designed 
to help organisations which access 
the register to identify consumers in 
potentially vulnerable circumstances 
and provide instant API access and data 
upload facilities. VRS can be used at point 
of application or when deciding on any 
customer engagement strategies from 
marketing to account management, 
arrears and collections. 

Supporting this initiative, acknowledged 
industry vulnerability expert and former 
Chair and co-founder of the Money 
Advice Liaison Group, Anthony Sharp 
said: “The Vulnerability Registration 
Service rightly aims to add a further 
level of protection for those whose 
vulnerability affects their ability to properly 
manage money. I believe it should be 
given the chance to succeed and that of 
course means co-operation at all levels, 
registration and searching both in lending 
and collections. As with all genuine 
efforts to improve the lot of those less 
able to help themselves, it deserves 
careful examination from all players in the 
personal debt arena: advisers, creditors 
and debt collection companies.” 

THE WAY THE 
COOKIE CRUMBLES?

IDENTIFYING 
THE VULNERABLE

NEW EU 
e-PRIVACY 

REGULATION 
LOOMS
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IN FEBRUARY, THE EUROPEAN COMMISSION (EU) ANNOUNCED ITS’ AIM TO IMPLEMENT 
A NEW e-PRIVACY REGULATION IN LINE WITH GDPR ON 25TH MAY 2018. THE PROPOSED 
e-PRIVACY REGULATION WILL REPLACE THE 2002 e-PRIVACY DIRECTIVE (AMENDED 2009) 
AND THE UK’S PRIVACY AND ELECTRONIC COMMUNICATIONS REGULATIONS (PECR). 

THE VULNERABILITY REGISTRATION SERVICE (VRS), THE UK’S FIRST CENTRAL REGISTER 
FOR HELPING VULNERABLE CONSUMERS PROTECT THEMSELVES AGAINST FURTHER 

DEBT OR FINANCIAL STRESS, OPENED ITS DOORS ON 1 MARCH THROUGH ITS 
DEDICATED CONSUMER PORTAL AT WWW.VULNERABILITYREGISTRATIONSERVICE.CO.UK
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There is no doubt automated services are 
increasingly being offered online across 
all business sectors and are becoming 
more remote. This can make it extremely 
difficult for firms to identify a non-standard 
consumer’s situation or circumstance. In 
many cases automation processes, will 
not identify a consumer’s vulnerability and 
real life events will not be factored in. The 
failure of internal automated systems to 
spot vulnerable consumers can lead to 
an unwanted situation where a consumer 
may suffer detriment. 

In my role, I regularly have cases 
come across my desk where we have 
identified a consumer’s vulnerability, but 
it’s always after the event, where credit 
or the loan has already been granted. 
Whilst in the main, I am content that 
once we have identified such cases we 
can help our customer and treat each 
case appropriately offering a flexible and 
tailored response, it is far from ideal. 

Pro-active solutions that can help prevent 
vulnerable situations from the outset 
are what is needed and needed now. 
Our policy-makers both in the UK and 
internationally have already realised that a 
flexible approach is necessary to meet the 
needs of a diverse customer base.

ONE IN FOUR PEOPLE HAVE A 
MENTAL DISORDER AT SOME POINT 
IN THEIR LIFE
Vulnerability includes many different 
conditions that can affect any one of 
us at any time of our lives. It makes our 

The UK’s current credit market is a difficult 
landscape to navigate for millions of 
consumers who are increasingly finding 
themselves unable to access products 
like credit cards and personal loans. Nick 
Zapolski, director of Buddy Loans, talks 
here about the state of the industry and 
the rise of smaller companies which are 
stepping in to give customers the help 
they’ve been calling for.

A TOUGH TIME IN THE CREDIT MARKET
Since the financial crisis nearly a decade 
ago, the UK’s credit market has undergone 
significant change. Stricter lending 
guidelines and a reluctance among banks 
to offer deals to some consumers has 
left millions on the outside looking in on 
a system they can’t get access to. Our 
research suggests one in five people who 
applied for credit in the past 12 months 
were rejected. 

Even consumers who, in the past, would 
have been considered low risk when it 
comes to granting credit and personal 
loans, are finding it tough to get past the 
roadblocks of rejections.

coping skills and resilience feel frail and 
exposed to detriment if the situation is 
not handled appropriately by the firms 
and organisations that provide financial 
services. There is no doubt vulnerability 
is a key issue within the boardroom of 
most firms.

Our own government says one in four 
people will experience a mental health 
problem at some point in their life, with an 
annual cost of £105bn. Our prime minister 
recently said mental health had been 
‘dangerously disregarded’ as secondary to 
physical health and changing that would 
go right to the heart of our humanity’. It is 
right that all financial service and financial 
firms should focus in this important area.

SEVERE DEBT CAN CAUSE MENTAL 
HEALTH PROBLEMS
Many common vulnerable scenarios are 
clear and obvious, for example, the death 
of a loved one, divorce, being made 
jobless or homeless or in suffering a life 
threatening disease, these are vulnerable 
situations that we can all recognise. There 
are many less well known vulnerable 
scenarios that many people will not have 
heard of. One that particularly rankles 
is where one partner financially abuses 
the other by using their partner’s identity, 
and having access to banking details 
fraudulently obtain credit or goods and 
leave the debt to the abused partner. 
Partner intimidation and financial abuse is 
without doubt an awful situation to find 
yourself in, magnified if children 
are present.

For those consumers who are dealing 
with an unexpected life event like 
redundancy, a reduction in work hours, or 
divorce, the credit industry has become 
an impenetrable fortress, and one they 
may never be able to get back into.

Far from just stopping consumers 
accessing the best deals, these short-term 
blips have become a permanent blight 
and a barrier to future credit.

For one in five other consumers, mainly 
younger people, they are caught in a cruel 
catch-22 in which they cannot access 
credit because they have no financial 
history, and can’t develop a credit history 
because they can’t get access to the 
products they need to build one. 

RISE OF A NEW CREDIT INDUSTRY
With so many consumers left unable to 
access credit and live their lives, a new 
breed of smaller, professionally accredited 
companies has emerged to serve Britain’s 
forgotten consumers. There are about two 
million people being underserved by the 
country’s mainstream banks.

Whereas in the past these consumers 
would have been left with no option 
but to take a short-term loan from a 
payday lender or loan shark that piled 
on the pressure to repay it quickly, or 
face sky-high interest payments, there 
is now another option.

New companies, still playing by the 
same FCA rules and regulations as their 

STEPPING UP 
It is encouraging to see that the 
government, the Financial Conduct 
Authority, mental health organisations, 
practitioners and many charitable 
organisations and groups are raising the 
vulnerability issue. All businesses, and 
not just consumer credit, need to start 
stepping up. Pro-active solutions that can 
help prevent vulnerable situations should 
be encouraged and supported, after all 
we will all be vulnerable at some time in 
our lives. Non-standard customers can 
be supported by automation. I have been 
heavily involved in the recent launch 
of a new service that can help in this 
challenging area.

THE VULNERABILITY REGISTRATION 
SERVICE (VRS)
The VRS is designed to offer a simple 
solution to help vulnerable individuals and 
their representatives register themselves 
to prevent inappropriate marketing 
and/or financial offers during their period 
of vulnerability. Full details can be found 
on page 33.

larger counterparts, are emerging to 
offer consumers affordable credit, while 
overlooking previous temporary setbacks.

These consumers still need to be able to 
handle taking on credit, but their history is 
not factored in as much as their current 
financial stability, or the backing of a 
guarantor.

Think of a young apprentice who needs 
a few thousand pounds to buy tools so 
they can work, or someone who needs a 
car to get to a new job.

Typically, these are the consumers being 
abandoned by the larger lenders and 
previously felt like they had nowhere 
else to turn. If there had been any hope 
of a return to the status quo, or at 
least a period when consumers had an 
easier time accessing credit, the current 
financial and political climate has likely 
dashed those hopes.

Instead we are more likely heading in  
the same direction we have been for 
the past decade, only quicker, and banks 
are just as likely to reject younger people 
with no credit record or those with 
patchy histories.

These new businesses are ultimately 
creating a brighter future for one of 
the country’s oldest institutions. They 
are reinventing the market to favour 
consumers, creating competition 
and putting some hope back into 
consumers’ minds.

Mark Bryant 
Director of Complaince, SLL Capital

Nick Zapolski 
Director, Buddy Loans

CAN AUTOMATED PROCESSING WORK 
WITH NON-STANDARD CONSUMERS?

THE STATE OF UK’S CREDIT MARKET 
& THE RISE OF A NEW CREDIT INDUSTRY
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The economic and political landscape of 
the UK, Europe and the world is changing 
fast, and personal debt is expanding at the 
quickest rate since before the financial 
crisis in 2008, according to figures from 
The Money Charity. The total outstanding 
debt of individuals topped one and a 
half trillion at the end of September 
2016. The consumer credit industry has 
also changed in the last two years since 
the Financial Conduct Authority (FCA) 
took over regulation from the Office of 
Fair Trading. We have seen the number 
of fines for affordability failings rise 
considerably.

It is against this background that we 
recently undertook a study of individuals 
responsible for managing consumer 
credit risk and those responsible for 
customer experience. We found that 
lending organisations are increasingly 
seeing it as their duty to understand a 
customers’ ability to pay for their services. 
With 72% believing that they have a social 
responsibility to prevent customers from 
overstretching themselves financially.

As part of this shift, we’re already 
witnessing some game changing 
companies using the current climate to 
re-think their affordability practice and 
make some fundamental changes. Our 
research highlights that more and more 
businesses will be taking this tack.

MODERNISING AFFORDABILITY CHECKS 
MUST BE A PRIORITY
Despite the fact that lending organisations 
are becoming increasingly aware of the 
importance of understanding consumers’ 
financial health, affordability assessments 
have yet to become standard practice. 
Current levels of checks vary between 
organisations, and just 19% risk leaders 

The general public can be incredibly 
suspicious, especially when it comes to 
the sales environment in financial services, 
says Sarah Jackson, director, Equiniti 
Pancredit. 

Many clients of both secured and 
unsecured loan brokers will happily 
listen to their guidance, only to view 
with scepticism the products the broker 
eventually recommends. In most cases this 
is because the client, rightly or otherwise, 
perceives a conflict of interest. Knowing 
that the broker must be commercialising 
from the deal, often in a way that isn’t 
visible to them, they question whether 
their advisor is acting in their best interests. 
‘Aren’t they just steering me toward a 
product that gives them the biggest 
margins?’

There is an awkward truth to this. Brokers, 
just like all businesses, are driven by 
the profit motive. How they stand to 
prosper the most is sometimes debatable. 
Few would argue with the notion that 
commercially impartial advice generates 
trust and leads to repeat business, but 
in the loans market in particular, how 
often is that piece of business likely to be 
repeated? Cold commercialism could, 

rate themselves as extremely effective 
at identifying the warning signs that a 
customer is heading for financial difficulty. 

Clearly there are some challenges 
to the widespread adoption of more 
rigorous affordability checks. Our 
research identified lack of buy in from 
senior managers (64%), Brexit and its 
consequences (56%), and cost (52%) 
as some of the biggest obstacles. The 
General Data Protection Regulation 
(GDPR) coming into force next year, is no 
doubt another factor organisations might 
struggle with when reviewing what data 
they collect and how they use it.

Without a complete view of a customer, 
a lending organisation can’t have full 
confidence in an applicant’s ability to 
repay the loan.

There are myriad benefits to improving 
and upgrading affordability checks. 
Verifying whether an applicant can 
afford new credit needs to be done via 
a thorough evaluation of their income, 
outstanding debts, cost of living and 
general expenditure, and then working 
out how this new debt relates to their 
disposable income. Not only will this help 
to reduce indebtedness, it will also help 
to drive business growth, as the more 
lending organisations can understand 
about their customers, the more they 
can offer and upsell tailored solutions for 
them. Most importantly, it will also help 
to protect consumers from financially 
overstretching themselves.

Improving affordability assessments 
doesn’t need to be a struggle for 
organisations either. There are a range 
of available solutions that mean 
customers may not have to provide as 
much supporting paperwork, instead 

in theory, drive brokers to recommend 
only the loans that offer the highest 
returns, leaving less profitable products 
undisclosed despite being a better fit for 
the client’s circumstances. 

Transparency is the watch word here. 
If a broker is transparent about how it 
matches clients to loans, then the most 
common doubts that a client has about a 
broker’s commerciality tend to evaporate. 
Promoting transparency is also a clear 
mission of the Financial Conduct Authority 
(FCA) which, according to its website, ‘acts 
to ensure that a firm has its customers at 
the heart of how it does business, giving 
them appropriate products and services, 
and putting their protection above profits 
or remuneration.’ 

How can a broker communicate its 
integrity in the face of such scrutiny? 
Each broker should first establish where 
it stands on this debate and enshrine this 
position in a policy and code of conduct. 
For most, this will be a straight forward 
process. Demonstrating company wide 
adherence to this policy is much harder 
to achieve, however, particularly when the 
FCA auditor comes knocking. 

Many brokers still rely on the experience 
and knowledge of individual advisors 
when profiling affordability and matching 
them to loans in the firm’s portfolio. This 
is a broken system. As the loan market 
continues to proliferate, brokers are 
expanding their portfolios far beyond 
what a single advisor can evaluate in 
isolation, making their eventual product 
recommendations unreliable. Firm wide 
consistency of approach, if it is ever 
achieved, is impossible to measure and, as 
a result, equally impossible to demonstrate 
to the FCA.

sharing a digitalised view of transactional 
data to enable lenders to make informed 
decisions quickly. This way, enhanced 
regulation and affordability checks also 
benefit rather than disrupt the customer 
experience. Adopting a continuous 
approach to assessing affordability 
and creditworthiness throughout the 
customer lifecycle, and not just at point of 
application, will also make the process far 
less painful for both customer and lender.

CONCLUSION
There is a palpable need for a new 
and improved approach to assessing 
consumer credit applications. Best 
practice is occurring in pockets, but all 
lenders must tighten up their approach 
if they want to effectively steer their 
organisations and customers through 
global uncertainty. Technology and 
regulation are completely changing 
the way affordability assessments are 
conducted and used, and it’s vital that 
lending organisations don’t fall behind.

The introduction of smart technology 
platforms enable brokers to overcome 
these challenges. Automated cloud-based 
tools can now enable advisors to compare 
an applicant’s lending profile to their firm’s 
entire portfolio of available products, 
matching clients to loan products using a 
wide variety of pre-determined factors. Not 
only do these platforms arm advisors with 
a vastly superior system for reviewing and 
recommending products, they also enable 
the firm to hardwire its selection policy 
and code-of-conduct into the evaluation 
and application process, providing the 
transparency needed to allay the nagging 
concerns of both the client and the FCA 
in the process. 

By enabling higher quality client-to-loan 
pairings, the likelihood of loan applications 
being granted by the lenders also increase, 
delivering efficiency gains across the entire 
lending chain from client, to broker, to 
lender and back again. 

It is, of course, possible that the most 
commercially attractive product for the 
broker is also the most suitable for client’s 
financial circumstances, but that won’t 
be the case every time. Trade-offs are 
inevitable. As the loan market continues 
to expand, brokers must adjust how they 
operate if they are to maintain the trust of 
their clients and, at the same time, meet 
the stringent demands of the sector’s 
watchdog. The right technology can 
turn this adjustment from a compliance 
headache into a serious business 
opportunity, one which can enable faster 
growth, more successful applications, 
better client servicing and a stronger 
reputation. With all this in mind, the 
sooner brokers embrace transparency 
as a business imperative, the faster they 
will prosper.

Eamonn Tierney 
Managing Director, UK Business Development 

Callcredit Information Group 
Sarah Jackson 

Director, Equiniti Pancredit
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   TOTAL MARKET OCTOBER   YEAR TO DATE
CATEGORY  NEW USED TOTAL NEW USED TOTAL

PASSENGER CAR  2017       227584 282758 510342 227584 282758 510342 
  2016       218722 233119  451841  218722 233119  451841 
 % Change  4.05  21.29   12.95    4.05  21.29   12.95 

LIGHT COMMERCIAL VEHICLE  2017 15225  14319   29544   15225  14319   29544 
 2016 15791  13215   29006   15791  13215   29006 
 % Change  3.58-  8.35    1.85    3.58-  8.35    1.85 

HEAVY COMMERCIAL VEHICLE +3500 2017  2688   1659    4347    2688   1659    4347 
 2016  2114   1259    3373    2114   1259    3373 
 % Change 27.15  31.77   28.88   27.15  31.77   28.88 

COACH 2017   176    250     426     176    250     426 
 2016   119    260     379     119    260     379 
 % Change 47.90   3.85-  12.40   47.90   3.85-  12.40 

MOTORCYCLE 2017  3590   2770    6360    3590   2770    6360 
 2016  3410   2152    5562    3410   2152    5562 
 % Change  5.28  28.72   14.35    5.28  28.72   14.35 

MOTOR CARAVAN 2017    75    295     370      75    295     370 
 2016    67    297     364      67    297     364 
 % Change 11.94   0.67-   1.65   11.94   0.67-   1.65  

TOURING CARAVAN 2017   830   1326    2156     830   1326    2156 
 2016   852   1369    2221     852   1369    2221 
 % Change  2.58-  3.14-   2.93-   2.58-  3.14-   2.93- 

STATIC CARAVAN 2017    67     52     119      67     52     119 
 2016   135     38     173     135     38     173 
 % Change 50.37- 36.84   31.21-  50.37- 36.84   31.21- 

AGRICULTURAL TRACTOR  2017   734    438    1172     734    438    1172 
 2016   377    430     807     377    430     807 
 % Change 94.69   1.86   45.23   94.69   1.86   45.23

MISCELLANEOUS  2017 20438   8633   29071   20438   8633   29071 
 2016 17547   6396   23943   17547   6396   23943 
 % Change 16.48  34.97   21.42   16.48  34.97   21.42 

GRAND TOTAL  2017  271407 312500 583907 271407 312500 583907 
  2015  259134 258535 517669 259134 258535 517669 
  % Change  4.74 20.87 12.80 4.74 20.87 12.80 

HPI Receipts 
Summary
January 2017

STATS
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Card expenditure in January grew strongly and 
amounted to £57.1 billion, up by £0.5 billion 
(0.8%) on December and £5.1 billion above 
the level a year ago. The number of purchases 
reached a record monthly total of 1.3 billion, 
up by 14 million (1.0%) during the month and 
by 153 million in the year, highlighting the 
important role payment cards continue to play 
for the consumer, providing convenience, 
safety and familiarity in their payment choices.
The continuous strength in card usage 
has, in part been driven by the continuing 
expansion in contactless and e-commerce 
payments coupled with a slight pick-up in 
consumer confidence1. The number of online 
purchases rose to 176 million in January, 
with corresponding spending of £15.3 billion, 
accounting for 27% of total card expenditure.

Annual growth rates
Payment card spending grew at an annual rate 
of 4.8%, up from 4.2% in December – the third 

consecutive monthly increase following a 12 
month decline. This, in part could be explained 
by a rise in annual inflation which, according 
to the Office for National Statistics, continued 
to increase and reached 1.8%2 in the year to 
January – the highest level since June 2014. 
The upward effect on the price index was 
mainly driven by rising prices for motor fuel 
and transport.
Debit card spending grew by 5.4%, while 
credit card spending increased by 3.1%. 
Annual growth in the services sector (6.0%) 
continued to exceed that in retail sales (3.4%). 
Year-on-year growth within services has been 
particularly strong in hotels (13.9%) and other 
services (9.1%). Spending on automotive fuels 
recorded positive growth (4.5%) for the third 
consecutive month, following the rise in petrol 
prices to the highest level for over two years3.

Average transaction values
The average transaction value (ATV) on all 

payment cards continued on a downward 
trajectory, falling by 9p between December 
and January to £43.21, well below the level 
of £44.51 a year ago. This decline stems from 
the continuous migration of cash to cards 
and changing consumer preferences with the 
increasing use of contactless cards.
The ATV for debit cards decreased by 9p to 
£39.82, while the ATV for credit cards fell by 
13p to £54.93. The retail sales ATV declined 
by 13p to £30.20, while the ATV for services 
fell by 11p to £66.83. Within the merchant 
sectors, the largest decrease came from the 
financial services sub-sector, which recorded a 
fall in the ATV of £10.48, while other services 
registered the largest increase of £3.48 during 
the month.
The ATV via the online channel fell by 44p to 
£87.00 during January, but increased by £4.24 
when compared to a year ago.

UK CARD EXPENDITURE STATISTICS – JANUARY 2017

1 GfK’s UK Consumer Confidence Index: http://www.gfk.com/en-gb/insights/press-release/uk-consumer-confidence-creeps-up-two-points/
2 ONS, UK consumer price inflation: https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/jan2017
3 This is Money, Petrol prices soar to highest level in two years: http://www.thisismoney.co.uk/money/cars/article-4108902/UK-petrol-prices-reach-highest-level-two-years-Government-says.html

Gross mortgage borrowing of £13.8bn in the month was 
6.3% higher than in January 2015. 
Net mortgage borrowing was 2.4% higher in January than a 
year ago.
Consumer credit annual growth rose in January to 6.7% 
despite weaker retail sales. Growth continues to be primarily 
driven by personal loans as credit card growth slowed for the 
third consecutive month.

House purchase approval numbers of 44,657 were 
2.5% lower than in January 2017 but 2.5% higher 
than December and above the 2017 monthly 
average of 41,320.
Remortgaging approvals of 28,862 in January were 
15.7% higher than those in January 2017 and though 
lower than December’s approval numbers they are 
still above the 2017 average of 25,987.
Other advances were 15% higher than a year ago 
and the highest since January 2014.

Annual borrowing growth rates 
Household borrowing

Mortgage approvals
Number of approvals

STATS

HIGH STREET 
BANKING
JANUARY 2017

At a glance key figures for January 2017 Total spending
(£ billions)

2016 2015 

57.1 52.1

40.8 37.0

16.3

All payment cards

Debit cards

Credit cards 15.0

Annual growth
rates for spending

2016 2015

4.8% 7.6%

5.4% 8.4%

3.1% 6.0%

Number of
purchases (Millions)

2016 2015

1,322 1,170

1,026 902

297 268

15.3 11.8Of which online * 10% 17% 176 142

Unless otherwise stated all data referred to are seasonally adjusted and depict the underlying trend. The X12 ARIMA monthly seasonal adjustments 
include trading days and leap years. Unadjusted data are located in tables 3A to 3D. Annual growth rates are based on twelve-month rolling periods.
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LV’s ‘Cost of a Child’ report 
estimates that parents now 
spend a record £231,843 
on raising a child to their 
21st birthday, £30.23 a day.

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.

7.279 million employees had 
joined a pension scheme 
under auto-enrollment by 
the end of December 2016.

The average monthly rent 
for a two bedroom house in 
England was £600, in London 
this was £1,500 (150% higher).

1.8% the rate 
of inflation 
in January.

The UK economy 
grew by 0.6% in 
the fourth quarter 
of 2016, according 
to latest estimates 
from the Office of 
National Statistics.

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

906,000 (16%) of 
18 to 24 year olds 
in England were 
Not in Education, 
Employment or 
Training (NEET), 
down 25,000 from 
the previous quarter.

1.597 million people 
classed as unemployed 
between October to 
December.

248 people a day are declared 
insolvent or bankrupt. This is equivalent 
to one person every 6 minutes 13 
seconds.

2,799 Consumer County Court 
Judgments (CCJs) are issued every day, 
with an average value of £1,711.

Citizens Advice Bureaux in England 
and Wales dealt with 4,022 new debt 
problems every day during the quarter 
ending June 2016.

£20,908 was 
spent every 
second using 
debit and 
credit cards.

On average, 
a UK household 
spends £3.25 
a day on water, 
electricity and gas.

According to the AA, it 
costs 51.60 pence per 
mile to run a car.

Citizens Advice Bureaux across 
England and Wales dealt with 
612,209 new enquiries in the 
three months between July and 
September 2016.

Debt was the second largest advice 
category (behind Benefits) with 
366,000 issues. This unchanged 
on the same period last year. 
Debt issues represented 26% of all 
problems dealt with over the period.
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Nostrum is well versed in consumer 
research having independently 
commissioned an annual report into 
consumers’ changing attitudes to digital 
finance for the past four years. The 
research was originally commissioned 
to address a gap where we felt that no 
single report was observing the dramatic 
disruption happening in the FinTech 
lending market. Fast forward to 2017 and 
Nostrum’s analysis has now evolved into a 
highly valued resource for providing insight 
into the consumer’s changing outlook on 
their financial environment.

THEN AND NOW
When we first embarked on our research 
in 2013, our reporting was focused on the 
adoption of smartphone technology and 
the affect this was having on consumers’ 
financial attitudes and behaviour. Today 
we are in a new world with mainstream 
use of AI, biometrics and machine 
learning, and we’ve witnessed the FCA 
take a firm grip on regulation, reshaping 
the changing industry, to one that is more 
transparent and fair to the customer. 

LOYALTY
As the financial environment moves 
increasingly online, the struggle for lenders 
to connect with their audience becomes 
ever more challenging. When exploring 
consumers’ relationships with their loan 
providers in 2013, we found only 11% were 
loyal to a lender they had used in the past, 
preferring to put their trust (44%) in well 
known brands instead.

Our most recent report saw lender loyalty 
still disappointingly low with the majority 
of those questioned comparing 5+ 
lenders at a time and only 13% willing to 
use a lender they’ve previously borrowed 
from as their first choice. With only 67% 
prepared to consider taking out a loan 
without ever speaking to the provider, 
relationship building is a huge task. 

FROM FACE TIME TO FACETIME
We see the customer experience existing 
more and more in an online environment, 
with users looking for a lending 
functionality that fits with the way they 
live their lives. Our 2015 report highlighted 
a need for a growing personalisation in 
digital lending as the UK embraces the 
digital revolution, people are placing ever 
more demands on the capabilities of both 
lenders and their technology.

Understandably, consumers aren’t 
willing to reject the branch environment 
completely, but we have seen a decline in 
those who require a face-to-face approach 
when they have a query about their loan. 
Only a year ago we reported that 31% 
of those surveyed hadn’t been into their 
branch for at least year, preferring to 
switch to online methods of managing 
money, and only 1% felt their lender 
needed a local branch. 

SECURITY
As our online financial activity grows, 
it’s logical that our concerns about its 
security correlates. In four years we’ve 
seen a consistent 10% rise in concerns 
about data security. 

In 2015 we found 66% of those asked felt 
that biometrics would make authentication 
safer, a year later that figure had risen 
to 80%.The growth in fingerprint 

authentication for mobile payments 
is actively highlighting the benefits of 
biometric authentication for security. 

DIGITAL NATIVES
It was perhaps expected that we 
would see millennials prevalent digital 
confidence, but similarly we’ve seen a rise 
in older generations’ growing assurance 
in technology. Millennials are still most 
likely to use a smartphone to research 
a loan, with a rise to 34% in 2016 from 
6% in 2014. Whilst only to 9% of baby 
boomers researched on smartphones, 
our report shows 82% of baby boomers, 
equal to millennials, are going digital 
and using a laptop over offline methods. 
Compared to last year where only 56% 
were laptop savvy, this is a positive leap 
for the older generations.

ALTERNATIVE ENTRIES
A decline in short-term high-cost credit 
is a notable difference in today’s lending 
market when compared to 2013. The 
Consumer Finance Association (CFA) 
recently reported a 40% decrease in 
payday lending, over the last three 
years, this in part can be attributed to a 
tightening of regulation from the FCA and 
an increasing consumer awareness over 
the very publicised downfall of previous 
well-known lenders, but also an loosening 
of credit from other lenders.

The introduction of the second 
Payment Services Directive (PSD2), will 
undoubtedly have a profound change 
the market, increasing disruption and 
competition available. We should also 
see this new access to big data drive 
innovation forward in existing lenders and 
we look forward to observing this attitude 
in our future research.

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
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Richard Carter  
Chief Executive, Nostrum Group

THE CHANGING FACE 
OF CONSUMER CREDIT
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