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CCTA PUBLIC AFFAIRS UPDATE

A PERFECT S T O R M
THE 2017 PUBLIC AFFAIRS PROGRAMME

CCTA VIEW FINDER
Greg Stevens
Chief Executive,
CCTA

Chaos, turbulence, strong head winds,
seismic shifts, and confusion. This is not
a descriptor of the recent hurricanes,
earthquakes, and other extreme weather
conditions that parts of the world have
been coping with, it is the overall market
conditions that consumer credit is
coping with as we approach the CCTA
national conference in November. In all
of my years with the association this is
by far the most important conference,
as we seek to protect our industry, our
members, potential new members and the
consumer. We have all of the ingredients
for a ‘perfect storm’, a detrimental or
calamitous situation or event arising from
the powerful combined effect of a unique
set of circumstances.
THE ECONOMY
At the conference, following the tenth
anniversary of the Northern Rock
meltdown and credit crunch, the Sunday
Times Economics Editor, David Smith, will
be presenting. The event is set against a
backdrop of the US preparing to declare
that they are ceasing quantitative easing,
with the Bank of England (BoE) also stating
that they are nearing the end of the
current cycle.
The BoE have announced that UK
Banks could lose £30 billion on
credit card, car finance and
personal loans if there is
a recession. This is the
strongest warning
yet from the Bank
about their view
on spiralling

consumer debt. To protect Britain from
any fallout high street banks and building
societies have been instructed to find
an extra £10 billion to shore up their
balance sheets.
As part of its annual stress test of the
sector, the Bank found that UK lenders
were assuming that the present benign
conditions of employment and low
interest rates were going to be normal
going forward. It estimated that losses
would be £15 billion on credit cards,
£8 billion on personal loans, car finance
£2 billion (not including any PCP
allowance), £5 billion on overdrafts
and high-cost credit.
Another worrying sign for the UK is
that the bill for public sector pensions
has soared by 30% over the past year
to £1.8 trillion, almost equal to the
annual output of the entire economy.
Ballooning pensions raise pressure on
the government’s finances. In a report
last year, the National Audit Office said:
“There is a limit to the level of pensions
the government can finance annually as
a proportion of gross domestic product
without having to reduce spending in
other areas or increase income through
higher taxes or further borrowing.

The consumer is under genuine pressure
and the government have recognised
the ‘Just About Managing‘ (JAMs) sector
within the socio economic group B, C1
& C2, previously, the JAM consumer was
perceived to be lower C2, D, & E. The
name was first published by the think tank
Policy Exchange and attributed to James
Frayne. It was used by Theresa May in a
speech on 21 November 2016, stating that
she would seek to protect the JAMs.
David will explore these and other issues,
and provide an expert view on the
economic and political pitfalls including
Brexit. Although the conference is only a
month away who knows what else might
come on to the agenda. The German
elections last weekend, in line with other
recent elections, has indicated that norms
are still changing around the world.
THE POLITICS
The political world remains uncertain
as we are currently in the middle of
the party conferences, with the
Liberal Democrats’ conference
in Bournemouth just finished
under their new leader
Vince Cable last week.
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Weakened over the last two general
elections, there is little potency left in
the Party. However Cable is a seasoned
and competent politician and economist,
and his views are always listened to. The
UK has moved back to a two party battle
as we saw at the last general election.
The main battle ground on consumer
credit will be fought out between the
Conservatives and Labour.

their public affairs team and work, to fight
for the consumers’ right to be able to
access responsible credit.
CONCLUSION

Political infighting within the Conservative
Party still continues, although Theresa May
is forging on under duress. Brexit is one
of the main fault-lines running through
the Party, and a truce of sorts exists after
May’s Brexit speech in Florence on the
22 September. Allegedly there are fifty
MP’s who would be willing to sign up for
a Conservative Party leadership contest, it
only requires 48.

During 2014 to late 2016, the FCA
authorisation period, we worked closely
with our members, the regulator, solicitors,
compliance consultants, and other trade
associations to ensure that we could
provide the best possible advice and
consultation across all business models,
to assist firms through the authorisation
process. During 2017 we have significantly
increased our public affairs programme
based on feedback from the policy
committee meetings we held in 2016.
Our increased voice, and the ‘CCTA
Voice’ programme is testament to our
commitment and delivery.

The main problem that exists is the
perceived quality of the candidates who
are likely to throw their hat into the ring.
Ruth Davidson MSP, was asked to put her
name forward for a vacant Conservative
MP seat, but she declined. Ruth was seen
as a potential outlier for a crack at the PM’s
position if she had been voted in as an
UK MP. Most pundits are suggesting that
May will not make it to 2022, the date of
the next five year government, with many
stating that she is now weakened by the
2021 Brexit transition period.

We have increased our discussions and
meetings with all stakeholder groups, in
order to shape and promote responsible
credit as a valued product for the
consumer. All too often well managed
credit is positioned as unsustainable
debt. The FCA recognise that consumers
need smoothing tools to massage their
finances across peaks and troughs. The
consumer is often painted by the media
and consumer groups as being financially
illiterate and spendthrift. That would
certainly apply to the few, not the many.

There will be an eventual Brexit deal
signed and the fog will hopefully disperse,
but there has already been a blurring of
the edges on immigration, the EU divorce
payments, the Irish border, and trade
deals, whilst we proceed to a conclusion.
It beggars belief that 15 months after the
referendum vote, we are no clearer as to
what sort of Brexit we will end up with.

The wider financial industry, consumer
groups, politicians, and regulator have
ensured that the UK has probably the best
forbearance and debt advice schemes to
protect consumers. The regulator has also
ensured that principles and conduct are
followed, to weed out errant firms who do
not treat customers fairly. The new FCA
Senior Managers & Certification Regime
further focuses on leadership, tone and
culture. It is the final part of the jigsaw to
ensure that senior management of firms
are accountable and responsible for the
ethos of the firm.

To cap it all Nigel Farage is thinking of
setting up UKIP Mk2 to challenge the
government on backtracking, lying, and
not fulfilling the promise to the majority
of those who voted ‘out’.
Whilst the internecine battles are fought
within the Conservative Party, Corbyn and
the Momentum Group are dong precisely
that, gathering momentum.
Consumer credit is being used as
a weapon by Labour to attack the
Conservatives and the £200 billion
outstanding debt, of which the majority
will be agreed manageable credit. Our
industry will come under the cosh and all
trade associations should be increasing

The total number of businesses across
all financial services is currently
56,000, which Andrew Bailey has
already gone on record as saying,
is difficult to regulate. We have
seen the original number of
96,000 consumer credit
licence holders halved,
with more firms likely
to exit the market
for a variety of
reasons. For

many companies the additional cost of
compliance is a step too far and they will
exit the market, others will be acquired by
the larger firms. Any increase in pressure
on de-risking business models through
credit worthiness or affordability rules
could also increase the market exit.
CCTA is collaborating with other trade
associations to assist the consumer in
their right to have accessible responsible
lending products, that smooth out the
bumps in the road of normal life.
In the remainder of 2017, and the whole
of 2018 we will be reinforcing our
messaging to politicians, the regulator,
Financial Ombudsman Service and all
other stakeholder groups. Additional
controls or tinkering with the market,
without a full understanding of
unintended consequences, will
impact negatively on consumers
and potentially the UK economy.
There is so much turbulence, and
confusion that a genuine period of
reflection and contemplation is required,
coupled with expert market analysis, and
consideration by an independent business
forum. The ‘perfect storm’ raised at the
beginning of this article, if not heeded
could bring about a cliff edge result
for access to responsible credit,
by taking many consumers
out of the market.

A PERFECT
STORM COULD
BRING ABOUT A
CLIFF EDGE RESULT
FOR ACCESS TO
RESPONSIBLE CREDIT
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FANNING
Access to small sum, short-term
credit to smooth out the peaks
and troughs of everyday living is an
essential lifeline for many families and
individuals. The use of such credit has
become more socially acceptable
than ever, yet importantly, there has
never been a more important time to
‘bang the drum’ about the very real
threat that lower-income and ‘Just
About Managing’ (JAM) families face
in terms of reduced access to credit.
Whilst many acknowledge the
vital role that short-term credit
has, there is a danger that the
understanding of the issues
is not clear enough. There
is a very real risk that
those who are the
least well off will
become wholly
excluded
from credit
because
of new

regulations and well-meaning
interventions that could regulate
the most vulnerable out of credit
markets entirely.

At a British Banking Association
conference in June, the head of
the Financial Conduct Authority
(FCA), Andrew Bailey, acknowledged
it ‘would not be an acceptable
outcome to cut consumers off from
access to credit when they have a
justifiable need for credit, for instance
to smooth erratic or lumpy income.’
This is an important statement that
enables us to hold the regulator to
account as they begin to explore
ways to tackle consumer credit
and current levels of debt.
It was interesting that just three
months later, Andrew Bailey told The
Guardian that he is now concerned
about the sheer number of people
who need loans to make ends meet
and are using credit to smooth
their incomes, calling for further
government intervention in the
consumer credit industry. Indeed, we
have recently heard MP’s calling for a
public inquiry into the UK’s £200bn
‘debt crisis’ at the same time as
the Federal Reserve begins
to outline its plans to rein
back on quantitive easing
programme, almost nine
years after it began.
At CCTA, we
are warning
against further
regulatory

intervention into the short-term credit
market, as this will only serve to ‘fan
the flames.’ Rising food prices, a sharp
fall in the value of sterling since the
Brexit vote in June 2016 and falling
wages are continuing to reduce
the size of consumers’ pockets.
At a time when banks are closing
at an alarming rate, there is little sign
yet that the squeeze on spending
is easing.

societies were being supervised to ensure
they had sufficient safeguards in place.

The full impact of Brexit is yet to be
felt and there is the lurking possibility
of a rise in interest rates, with the
Bank of England Governor, Mark
Carney, warning UK interest rates
are likely to rise ‘over the coming
months’. This will mean higher
monthly bills for millions of people
with variable rate and base rate
tracker mortgages which could have
a tremendous impact on the lives
of millions of the UK’s ‘just about
managing’ families.

Outside of traditional banking, the shortterm credit industry has seen one of its
biggest shake ups in decades, resulting in
major contractions in customer volumes
and management overhauls. There are a
plethora of issues bearing down on the
short-term credit market today. Each of
which has major bearings on access to
credit for all.

Raising interest rates at a time
when real wages are falling brings
a significant risk to the households
who are already struggling and will
hurt consumption, a key driver of the
UK economy. While the regulation
of credit is required to ensure firms
lend responsibly, it is important that
access to credit is maintained and
safeguarded as consumers may have
a justifiable need to smooth out
occasional erratic incomes.
A further reduction in access to
credit for the just about managing
consumer will also create additional
stress for families across most
socio-economic grades. Friends
and families, and the ‘Bank of Mum
and Dad’ solutions are also showing
signs of stress; and as property prices
decrease, equity release will become
more difficult.
General access to credit via the
banking system is also under
review. BoE Director, Alex
Brazier gave a speech in
July in which he talked
about the danger
of excessive
household debt
and said banks
and building
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THE FLAMES

Indeed the stress test on banks consumer
business has been brought forward from
November to September, while the Bank’s
Financial Policy Committee are expected
to publish an assessment of risk in the
consumer credit sector on September 25,
meaning lenders could be told to futher
tighten up their criteria.

There are very significant challenges
for businesses in the home credit,
rent-to-own and catalogue lending
industries and the FCA’s proposals
will bring about fundamental changes
to these business’ lending models.
For the rent-to-own sector, many of
the changes the FCA wanted to see
have been introduced as a part of the
authorisation process. However, for firms
such as Brighthouse, the introduction of
much tougher lending criteria has led to a
steep drop in sales and profits. In the year
to the end of March, its sales tumbled
13.7% to £320m as an increasing number
of potential customers were disqualified
for credit.
Also in the rent-to-own sector,
retailers Buy as You View, called in the
administrators earlier this month with
administrators EY stating the company
had ‘continued to incur significant losses’
despite major restructuring. Buy as You
View had 40,000 customers across the
UK and had recently switched to an
online sales model in an effort to drive
down costs.
Redress schemes and the restructuring
of business plans has prompted the
cessation of many payday lenders with
the latest being Cheque Centres, who
were placed into administration earlier
this month.
The current high-cost credit proposals
undoubtedly raise the prospect of a

squeeze on ‘access’ for customers
in these sectors, and the additional
regulatory attention will certainly make
it harder for businesses to secure funding
lines. But it is the ‘creditworthiness’
consultation paper that poses the greater
risk and its impact is yet to be felt.
CCTA attended an FCA Rountable on
creditworthiness and affordability
in September.
The Personal Contract Purchase (PCP)
market is also facing an FCA investigation
as it intends to analyse the motor finance
market to ensure that it works well and
to assess whether consumers are at risk
of harm. Amongst the questions being
asked, the FCA are considering whether
firms are taking the right steps to ensure
that they lend responsibly.

The industry continues to accumulate
credit risk, predicated on the belief that
used car values will remain robust. PCP
is very good for the majority, but not for
all and as banks begin to tighten their
affordability criteria and smaller lenders
struggle to gain access to funding,
providers will begin to only serve the low
risk consumer. This will place an even
greater squeeze on the non-mainstream
customer who has come to the end of
their PCP deal and is struggling to be
granted a new arrangement. The JAM
consumers are also at risk of blotting their
credit scoring copybook, if the product
goes wrong.

forth a more lengthy checking and
decision making process.

Ultimately this means that a ‘credit
vacuum’ may be unwittingly created,
removing the very lifeline that so many
JAM’s rely upon.
We are yet to see the full impact of new
consumer credit regulation and changing
business models, but responsible lending
and maintaining access to credit is of key
significance over the forthcoming months.
CCTA will continue to bang the drum on
access to credit and access to funding
to ensure the voices of lenders and
consumers are heard by our regulators
and our politicians.
Access to responsible credit will be
crucial over the coming months to
prevent a wider ‘crash’ occurring.
CCTA and its members will
continue to work hard to
ensure that responsible,
innovative and transparent
consumer credit firms
are ready and able
to serve.

The FCA is handling a tricky balancing
act as it attempts to protect consumers
and maintain access to credit. It
wants the highest protections for
the most vulnerable, but without
pushing prices higher. Yet in
turn, businesses cannot
serve this segment viably
without covering the
higher costs, as higher
risk customers
inevitably bring

AT CCTA, WE
ARE WARNING
AGAINST FURTHER
REGULATORY
INTERVENTION INTO
THE SHORT-TERM
CREDIT MARKET
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QUARTERLY UPDATE 2017

A POLITICAL HOT POTATO... THE SPIRIT AND THE LETTER OF CP17/20... A ‘ROOT AND BRANCH’ REVIEW... BANK CLOSURE RATE FASTER THAN EVER... THE FALL OF PROVIDENT FINANCIAL... CRE
NEWS OVERVIEW
MPs and media have begun to up their game in terms
of reports on the debt crisis, with senior MP’s calling
for a public inquiry into the UK’s £200bn debt and
the BoE reporting fears over consumer credit lending
and warning that lenders risk slipping into a ‘spiral of
complacency’
the FCA held a roundtable in creditworthiness and
affordability on 20 September 2017
consumer spending has been heavy in the press as we
have witnessed the demise of Cheque Centres, Buy As
You View and potentially Brighthouse
Provident issues two profit warnings and its CEO Peter
Crook departed
Citizens Advice published a report on how nearly one in
five people struggling with debts have had their credit
card limit raised without them requesting it, a practice
the charity would like to see banned
Rachel Reeves and other MPs have also begun to
comment on car finance and Personal Contract
Purchase in particular, warning of an impending crash.

ANY CHANGES TO
BUSINESS MODELS
MUST BE TAKEN
WITH A BIG PICTURE
PERSPECTIVE...

SELECTED
BLOGS AND
COMMENTARY
All articles can be read in full on our
website ‘news’ and ‘public affairs’
pages: www.ccta.co.uk
PUBLISHED: 27 JULY 2017

THE FALL OF PROVIDENT
FINANCIAL: HOW CAN
MEMBERS MITIGATE SIMILAR
DISASTER?
Provident Financial (PF) has suffered
a huge hit to its profits as a result
of implementing a major business
change when the implications and
risk impact were not fully understood.
Any changes to business models
must be taken with a big picture
perspective that takes into account
the regulatory, political and
economic impacts.
For as long as I can remember, the
role of the self-employed agent has
been a key factor in the successful
operations of home credit firms.
The regulatory changes that are
impacting the sector must be fully
heeded and understood. Provident
Financial (PF) is an example of when
external and internal disruption
occurs as a result of well intentioned,
but flawed regulatory interference.
The remuneration of agents in
consumer credit firms has always
been a political hot potato. The news
of PF highlights why a strong public
affairs function is needed to liaise with
the right regulators, politicians and
stakeholders that can influence
such matters...
For full article visit www.ccta.co.uk

PUBLISHED: 22 AUGUST 2017

WHAT DOES PROVIDENT
FINANCIAL’S SHARE PLUNGE
TELL US ABOUT THE MARKET?
Provident Financial is one of the best
known consumer credit firms not just in
the industry, but also across the industry’s
customer base. It began life with a model
that many other firms went on to imitate
and which had the agent/customer
relationship at its heart. It has served
thousands of low income customers
over many years and across several
generations.
One of the keys to its success was
its’ self-employed agents and the way
that they knew and understood their
customers, providing substantially more
than just a service and collection point.
What the news that they have suffered
huge hits to profits demonstrates is
that market disruption, through the
unintended consequences of regulation
or market forces, leaves casualties across
all stakeholders, consumers, employees
and shareholders...
For full article visit www.ccta.co.uk
PUBLISHED: 15 SEPTEMBER 2017

CCTA VOICE: MORE BANK
CLOSURES HERALD FURTHER
ACCESS TO CREDIT ISSUES

CCTA
PODCASTS
Listen to all our podcasts from the
‘public affairs’ page of our website
www.ccta.co.uk.
Host: Greg Stevens, CCTA CEO
RELEASE DATE: 01 MAY 2017

CHOPPY WATERS LIE AHEAD
FOR THE CREDIT INDUSTRY
In this CCTA Podcast, I talk politics
with two Westminster heavyweights,
the Spectator magazine’s Political Editor,
James Forsyth, and former special adviser
to both Tony Blair and Peter Mandelson,
Patrick Diamond...
RELEASE DATE: 10 JULY 2017

OPPORTUNITIES AND THREATS
FOR CREDITORS IN THE NEW
PARLIAMENT

RELEASE DATE: 19 SEPTEMBER 2017

THE FCA’S HCC REVIEW AND
AFFORDABILITY PROPOSALS
UNDER THE MICROSCOPE
These two dossiers will have long lasting
impacts on all credit businesses, but
particularly CCTA members.
In this month’s podcast, Greg Stevens is
joined by two regulatory experts to assess
the effects and ask what can be done,
if anything, to offset the more
damaging aspects...

I TALK POLITICS
WITH TWO
WESTMINSTER
HEAVYWEIGHTS

Our July CCTA podcast features
Julian Knight MP and Chris Pond, two
heavyweights on credit policy and politics.
They talk to Greg Stevens about breathing
space, affordability, the new Minister for
Financial Inclusion, runners and riders for
the TSC chair, and other topics that will
dominate the next 12-24 months in
Parliament...

The consumer body, Which? has reported
that bank branch closures are occurring
at a faster rate than ever, with 703 set
to shut this year. The report reveals that
461 branches closed in 2015, while
583 shut last year, bringing it to a total of
1,747 in three years. Part of these closures
are formed by Barclays who advised
62 branches would close by the end of
the year as its face-to-face customer base
had dropped by almost half in the past
five years.
The closures mark a significant departure
from the traditional banking infrastructure
and heeds further warning for access
to credit for all...
For full article visit www.ccta.co.uk
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Peter Gannon
Managing Partner, invigor8

LEADING THE WAY
CELEBRATE
SUCCESS
CULTURE AND EMPLOYEE
ENGAGEMENT IS MORE
THAN JUST A WARM FEELING
INVIGOR8’S MANAGING
PARTNER, PETER GANNON
EXPLAINS
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New market entrants, cost pressures,
innovations in products and technology,
emerging brands, globalisation,
changing consumer patterns and service
expectations, shareholder value and new
FCA expectations - to say nothing about
Brexit! These are the challenges facing
every business and most will be on your
senior team’s agenda in some form or
other. The financial services sector is
being asked to concentrate more and
more on leadership, tone and culture.
Many organisations struggle with both the
sheer range of challenges and the pace
of change. The degree of difficulty they
face is then frequently made worse by
the vast number of projects set up that
result in often disjointed and conflicting
initiatives that confuse employees and
deliver little real improvement.
In times such as these, leaders really must
lead from the front and show the way.
You will need clarity about your why,
your what and your how.
Here are the essential ingredients
for an engaged workforce
capable of delivering
sustained differentiation and
competitive advantage.

A COMMON CAUSE IS CRUCIAL
Your business needs an agreed and
aligned strategy around a clear purpose
that all can sign up to. “This is common
sense”, you say, but so many companies
fall at this first hurdle, in fact the vast
majority of organisations fail here.
Significantly, this usually starts with senior
teams not being rigorous enough in their
strategic planning and then, failing to link
up the various strands and, in many cases,
individuals actively working to not engage
and co-operate with one another.
Naturally high performing people are
attracted to strong brands. So ensure
you research your market and customers
thoroughly and develop branded products
and services that really do differentiate.
Ensure your brand values translate in
to strong experiences and emotions
for customers that can be delivered by
outstandingly passionate employees.
More about achieving this passion shortly.
You need to develop one strong explicit
culture within the organisation, not lots
of sub cultures.
• a clear, memorable vision about where
you are headed is a vital component
here
• an agreed set of internal values,
expressed in every day terms that are
developed by, and owned by the whole
business. This is a point often missed.
Too often values are developed by top
teams on away days and then imposed
on the rest of the organisation as if they
came from Jupiter. Indeed, they might
as well have come from there, top
teams rarely speak in the language
of the front line
• involve your colleagues and research
thoroughly
• make sure the values are translated
into behaviours and test them out. Do
they engender enthusiasm within the
work force? Do they align with your
brand promise? Will they deliver a real
difference for your customers, because
they impact positively on all of the key
‘touch points’, and for you?

COMMUNICATION AND ENGAGEMENT
Significantly, many companies stall here,
too. Effective communication is not just
pretty posters, but this is just what many
organisations do. Then they lose energy
and momentum and, a year on, those
posters serve merely as embarrassing
reminders of what you don’t live up to.
So, a robust plan of cascading the clear,
consistent messages throughout the
organisation is required. Ideally, deliver it
through the line, equipping your leaders
to not just tell it, but to involve employees
in discussing the issues.
• what’s the vision, the strategy, and what
are your brand and internal values.
Where have they come from and why
do they matter?
• what do you expect of your people,
as brand ambassadors, and why?
• how will the leadership team drive,
support and live this too
• how will you explore, in teams and as
individuals, how to make a difference
and deliver the brand promise. Regular
team based sessions designed to
engage people in developing real
action plans around what people can
do to make a positive difference today,
tomorrow, next week etc.
Ensure this approach becomes a way of
life. Stick with it. Insist leaders drive it and
encourage people to work together in a
positive way.
Support and coach your leaders and
help equip them to deal with difficult
situations. Importantly, these are not new
and unique skills required for this curious
thing called engagement, they are core
leadership skills.
You shouldn’t need a whole new stream
of leadership training (and the budget
to go with it). This is about focusing the
training and development you already
do. Too often, we encounter examples
where training and development activity
is one of the major sources of the mixed
messages that get in the way of a clearly
communicated strategy and priorities.
Always, keep up the communication.
Tell the organisation what progress is
being made. Tell them how they are
making a difference, celebrate the heroes
and heroines who impress
your customers.

MEASURE IT!
Ensure these measures align with the
vision, the brand strategy and values.
This should mean that you will have
critical measures around customer loyalty,
employee engagement, innovation and
processes as well as the usual financials.
Then let people know about the figures
and ensure leadership behaviours don’t
result in inadvertently delegating all
the non-financial measures, because
if they do, you won’t get the results
you want. Too often senior executives
unconsciously sabotage the whole
approach by travelling round their ‘estate’
and simply asking about the financials and
ignoring the other questions that relate
to employee commitment, new ideas,
customer feedback and the like. As we all
know, people watch and pay attention
to what you actually do day in day out,
not what you merely say on the set
piece occasions.
FINALLY, MOTIVATE!
Ensure your reward and recognition
systems align with your key measures,
the results you want. Bonuses might be
realised through achieving targets across
the spectrum, not purely on the financials.
Celebrate people and teams doing great
things day in day out. Celebrate the little
things too, by letting people know when
they have done something well. Promote
people who get the job done well, but
who also achieve it in a way that reflects
your cultural values.
And stick with it, through bad times as
well as good. Too many organisations,
put ‘culture and employee engagement’
on the ‘back burner’ because, ‘we’re
experiencing difficult trading conditions
right now’. The best organisations realised
long ago that it was precisely the strong
culture and their passionate people that
made the difference when times were
tough, and it was this persistence that
helped them win through.
Sustainable success is every
organisation’s goal. There are many
factors at work but if you’re serious
about being around for the long
term, you have to get serious
about culture
and engagement.
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Matthew Freeman

IMPLEMENTING
SM&CR
EVERYTHING
YOU NEED
TO KNOW

In 2016, the Financial Conduct Authority
(FCA) announced that it intended
to extend the Senior Managers and
Certification Regime (SM&CR) to all
financial services firms, introducing a
greater focus on individual accountability
amongst senior management and
ensuring firms’ staff are ‘fit and proper’
to perform in their roles. The Senior
Managers Regime (SMR) was initially
introduced for banking institutions in
March 2016, following the significant
deficiencies identified by the Parliamentary
Commission on Banking Standards on the
back of the financial crisis. This resulted
in a more rigorous, comprehensive and
consistent approach across the financial
services industry. In July 2017, the FCA
released its consultation paper on SM&CR
to all authorised FSMA (Financial Services
and Markets Act) firms.
For consumer credit firms, these
changes come very quickly after
the transition from Office of Fair
Trading (OFT) to FCA regulation
and the accompanying
Approved Person
requirements; so why
the need for further
change? It is fair
to say that the
SM&CR was

12

Consultant, Huntswood

THE RISK TAKERS?
well underway before the transition to
FCA supervision; the aims of the regime is
to ultimately reduce harm to consumers,
prevent businesses from failing and
strengthen market integrity. The FCA
proposes to achieve this by making senior
individuals truly accountable for the
business areas and management functions
they are responsible for.
KEY FOCUS AREAS
Within SM&CR, the ‘Senior Managers
Regime’ element will require firms to
consider and define the roles of relevant
individuals, ensuring they hold the
appropriate responsibilities and that these
are clearly documented and understood.
The ‘Certification Regime’ and Conduct
Rules will require firms to review, and
potentially change, systems and controls
to enable the annual attestations,
training and effective fitness and
propriety assessments.
It is also important to recognise that the
FCA has effectively separated SM&CR
into two differing regimes; one more
rigorous than the other, representing the
diverse range of firms the FCA regulates
and their differing risk profiles. For the
largest and most complex firms, the FCA is
introducing additional and more stringent
requirements under the ‘Enhanced
Regime’. The qualifying criteria for being
an ‘enhanced’ firm is essentially based
on size, complexity and revenue. Firms
in the consumer credit sector should
be aware that any entity with annual
regulated revenue generated by consumer
credit lending of £100 million or more
per annum will be subject to enhanced
supervision. Those firms who do not
meet these criteria will fall under the
‘core regime’ and this will apply to
most consumer credit firms.
Being subject to the Enhanced
Regime means having
a more stringent set
of requirements,
including an

increased list of ‘prescribed responsibilities’
and a requirement to submit a firm
wide ‘responsibilities map’. Enhanced
firms also need to ensure that there is a
senior manager with overall responsibility
for every area, business activity and
management function of the firm
(overall responsibility), and have rigorous
handover procedures for new staff
entering into senior management roles.
THE SENIOR MANAGER’S REGIME
When SM&CR goes live, the two key
regulatory tools of the Senior Managers
Regime are the ‘duty of responsibility’
and ‘statements of responsibility’. These
will enable firms and the FCA to better
clarify who is responsible for what within
a business. In effect, when an individual
becomes a Senior Management Function
(SMF), they inherit a duty of responsibility.
Each SMF must submit to the regulator
a ‘statement of responsibilities’, making it
clear how the business is set up, which
individuals are responsible for which
areas of the business and the governance
structures that are in place.
All SMFs will have to complete a
statement of responsibility and ensure it
is updated when any significant changes
occur. When the FCA identifies a problem
or failure within a firm under SM&CR,
it will now look to the specific senior
manager who oversees the area where
the problem arose to assess whether they
had taken reasonable steps to mitigate
the risk in question.
When deciding whether to take action
against someone based on the duty of
responsibility, the FCA will look at all the
circumstances of the case, including
the seriousness of the breach, the
person’s position, responsibilities and
seniority, bearing in mind the need to
use enforcement powers effectively
and proportionately. Sometimes it will
be deemed appropriate to take action
against a senior manager, sometimes
against a firm, and sometimes against
both. These decisions are made on an
individual case by case basis. When
undertaking enforcement action
against senior managers, the regulator
will primarily consider the individual’s
Statement of Responsibilities when
determining the extent of the senior
manager’s responsibilities.

THE CERTIFICATION REGIME
The Certification Regime will apply to
staff who are not SMFs, but whose jobs
mean that they could have a significant
impact on the firm’s customers, markets
or the firm itself (also called ‘Significant
Harm Functions’). This element of the
regime is to ensure that there is sufficient
oversight and scrutiny of staff who
perform significant or impactful roles,
and assign more responsibility to firms
for assessing their own staff. These
individuals are not approved by the
regulator. Instead, the FCA has placed
an onus on firms to certify, at least once
a year, these individuals as ‘suitable’ to
do their jobs. Ultimately, this means that
each year, a firm’s senior management
must satisfy itself that individuals
performing these roles are ‘suitable’ and
‘appropriate’ by ‘certifying’ them as ‘fit and
proper’. A typical example of a ‘certified
role’ would include functions that are
subject to qualification requirements.
Assessing staff as ‘fit and proper’ is the
key requirement under the Certification
Regime. Firms need to assure themselves
that highly competent and suitable staff
work in the areas of the business that
are potentially impactful to the firm, its
customers or the markets it operates
in. This element of the regime drives
the need for tailored competency
assessments based on an individual’s
role, which is a significant challenge. In
order to enable a suitable framework for
annual certification, firms are required
to undertake a significant programme of
work to define and identify its certified
population. Looking back at the banking
regime, it proved a very challenging task
to define all material risk takers within
a firm, particularly for firms with a high
number of employees.
CONDUCT RULES
These basic rules will apply to almost
everyone who works in financial services
(excluding ancillary staff such as security
guards or post room staff). The rules are
split into two tiers, with the first covering
five individual conduct rules which apply
to all staff, and the second applying a
further four senior manager conduct rules.
These rules are relatively high-level and
principles-based, for example; the need to
act with integrity.
The specific requirement under the
Financial Services and Markets Act is to
ensure that staff know how the conduct
rules apply to them individually. This
means adapting the rules so that they
become a tangible measure of someone’s

performance. Given that the conduct rules
are relatively high-level, this is a difficult
task for any firm. HR departments should
take the necessary time to define an
approach to getting this right.
Under SM&CR, all staff must now be
measured against the conduct rules. For
any breach of the rules, firms are required
to notify the regulator on an annual basis
of any disciplinary action taken as a result
of a breach. The challenges presented
by having effective breach reporting
processes in place are similar to those
of whistleblowing, internal politics can
influence what gets reported externally.
Firms will need to ensure that both of
these key functions work well within the
new regime.
COUNTERING THE CHALLENGES
PRESENTED BY SM&CR
To successfully implement SM&CR, there
are several things that need to work well
within a business. These are:
Evidencing logical decision making
The original banking accountability regime
was partially introduced as a result of
individuals in the industry being rewarded
for inappropriate and potentially unethical
behaviour without consequence. The FCA
is therefore interested in decision making
at the highest level of a firm, particularly
those which impact the end customer.
Ultimately, SM&CR gives the regulator
greater power to scrutinise strategic and
commercial decisions that have been
made, and anything that could negatively
impact the customer may result in
enforcement action.
The burden is therefore on firms to ensure
that firstly, any key decision making
at board level is subject to significant
oversight and challenge by the Audit
and Risk Committees, and secondly, all
decision making should be evidenced
and clearly justifiable. Any decisions made
need to be able to stand up to regulatory
challenge, as clear audit trails of executive
decision making have become an integral
part of SM&CR.
Embedding good governance
The FCA expects firms to already have
a culture of good governance in place
as most firms will have been subject to
the Approved Person Regime (APER).
But the requirements of SM&CR are
more in-depth than the previous regime,
so it is important to revisit what good
governance actually looks like. The
model below highlights the key aspects
that, when combined, will achieve good
governance throughout a firm.

Pre-defining reasonable steps
The FCA will hold individuals to account
if they cannot demonstrate that they are
taking reasonable steps in preventing a
failure or breach from occurring. Given
that the regulator does not set out its
own interpretation of reasonable steps, it
is a firm’s responsibility to identify what it
considers to be the correct steps to take.
It’s important that the business drives a
consistent approach across all SMFs, so
that from the regulator’s perspective,
‘reasonable’ is defined in the same way
across the business. This would reduce
the risk of certain SMFs not taking the
appropriate course of action to reduce the
chance of failure in their business area.
Effective processes for certifying staff
Typically, firms implementing SM&CR
will need to have a specific project team
set up to ensure appropriate governance
around implementation. This should
ensure effective oversight and sufficient
resource is allocated to implementation.
We would also expect firms to create
a project plan breaking down the key
workstreams required and associated
timelines once the FCA has published
its final rules.
This is particularly important when
undertaking the task of analysing the
business and identifying every individual
who could be seen to present a risk to
the firm, its customers or markets. One
key area where banks struggled initially
was identifying material risk takers and
ensuring they were all captured within the
Certification Regime. Firms must be able
to correctly identify all certified staff.
SUMMARY
Firms who view the adoption of SM&CR
as a compliance activity will risk not
benefitting from the changes required by
the regime. At a practical level, by defining
responsibilities, clarifying accountabilities
and re-assessing processes with a
streamlined system of governance and
accountability, firms can uncover cost
savings through increased efficiencies.
Enhancing the transparency and
understanding of the division of
responsibility within the business will
ultimately enable firms to create
an operating model which
promotes robust governance
and better enables them
to deliver against their
corporate strategy.
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AS OUR MANY PARTNERS
IN THE CREDIT INDUSTRY
KNOW, AT MONEY ADVICE
TRUST WE BELIEVE THE
BEST WAY TO HELP PEOPLE
IN FINANCIAL DIFFICULTY
IS TO EMPOWER THEM
TO HELP THEMSELVES.

MEASURING THE
IMPACT OF DEBT
ADVICE - A VIEW
FROM THE MONEY
ADVICE TRUST
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The work of both National Debtline and
Business Debtline is underpinned by this
approach. Our services and tools help
people understand their options and give
them the confidence to take the next
steps to manage their debts.
In recent years we have seen a significant
growth in demand for debt advice, which
has led to the expansion of our frontline
services. We also continue to help more
and more people online expanding our
webchat capability and increasing our
overall cost effectiveness.
At the same time, we have significantly
expanded our training and consultancy
work, growing our Wiseradviser training
for advice agencies, and helping more
creditors to support their customers in
vulnerable circumstances.
As our services have developed, we have
worked hard to measure our impact.
I want to share with you the results of
our recent report, Changing Lives
Together, which looked in detail at
the impact that we had last year.

WISE ADVICE
WHAT WE ARE SEEING ON THE
FRONTLINE
During 2016 National Debtline helped
138,120 people on the phone and a further
34,065 people through our webchat
service, with more than 1.1 million visits to
the National Debtline website during the
year. Of the people contacting us:
• 43% were in full-time employment
• 63% renting a property
• 64% between the ages of 25 to 50.
The reasons people gave us for being
in debt varied greatly from relationship
breakdown through to losing a job. The
most common three causes of debt we
heard about were:
• 23% job loss
• 22% taking out too much credit
• 21% ill-health or disability.
More than two thirds had three or more
debts, with nearly one in 10 having 11
or more debts when they contacted us.
The total amount of debt involved also
varied considerably. The most common
amounts were between £1,001 to £5,000
but rose to £15,000 and more for nearly a
quarter of people.
When it came to priority debts, issues
with council tax were the most common.
One in four people needed advice in this
area, whilst benefit overpayments and
rent were the next most likely causes.
In terms of non-priority debts, just under
a third of the people we worked with
needed advice on their credit card debt.
One in five people were advised by us
on overdrafts with personal loans, water
bills and catalogue debts the other most
frequent non-priority debts our advisers
encountered.
OUR IMPACT
Assessing our own impact on people’s
lives through their engagement with our
services is crucial. Analysing people’s
different circumstances helps us further
understand the underlying causes of
problem debt and explore potential
remedies. This helps us benchmark our
work and ensure we are effective in
supporting people to manage their debts.
In the nine to 12 months after engaging
with us 84% of callers had made contact
with creditors and 87% felt more in
control of their finances. Crucially,
93% of callers’ debt had reduced or
stabilised following their engagement
with National Debtline.

SUPPORTING SMALL BUSINESS OWNERS
Business Debtline also enjoyed a busy
2016 that saw the service help 20,860 by
phone and a further 3,731 via webchat.
With the support of our funders, we
continue to work to ensure our services
meet the needs of small businesses that
come to us for help now and in the future.
Of the people we helped through Business
Debtline, 44% were aged 36 to 50. The
most common three businesses people
were involved in were, construction,
wholesale and retail and accommodation
and food service.
Most small businesses had between one
and five debts, whilst 41% had debts of
more than £15,001. Business failure was
two times more likely to be the reason for
the debt than any other whilst taking out
too much credit and ill-health or disability
the next most common reasons we heard
about. Similarly to National Debtline,
Council Tax was the most common
priority debt we advised on, a further
sign of the increasing intermingling of
business and personal debt problems for
many sole traders, in particular, followed
by business income tax and business VAT.
For non-priority debts, credit cards also
remained the most common issue we
advised on, followed by overdrafts.
After speaking to our advisers, 92% of
callers to Business Debtline were clear
on the next steps to take. Six weeks
later nine in 10 callers had reduced or
stabilised their debt and 74% felt less
stressed about personal and business
debts. Importantly, 58% of callers said
that the advice they received had helped
them to continue trading.
WORKING WITH CREDITORS
Our work across National Debtline
and Business Debtline supports those
individuals and small businesses we
engage with to deal with their debt. It also
provides evidence and insight into peoples’
experiences with debt, which informs our
approach to helping improve the money
and debt landscape in the UK.
Collaboration is at the heart of achieving
this, working with partners including
creditors, the advice sector and other
organisations that have a role to play in
the debt and credit environment to ensure
their customers get the support they need.
An important part of this work includes
an increased focus on empowering the
sector to support customers in vulnerable
circumstances.

We have developed training for creditors
to support staff in the early identification
of customers in vulnerable circumstances
and how to direct to appropriate
interventions. We know that without the
right guidance and training, organisations
find it difficult to identify and work with
customers in vulnerable situations. This
can have a negative impact on customers,
costs and the ability of organisations to
recover debts as well as staff wellbeing
and effectiveness.
In 2016, our training supported 2,300 staff
across 53 organisations, helping creditors
to identify, understand and support
customers in vulnerable circumstances.
This year we have expanded our offerings
to take into consideration a broader
set of circumstances, including serious
illness and addictions such as gambling
and alcohol.
Working with Chris Fitch, Research
Fellow at Bristol University’s Personal
Finance Research Centre and the Trust’s
Vulnerability Lead, we are exploring
additional areas where training may
be needed.
LOOKING TO THE FUTURE
We are immensely proud of the impact
the Trust’s services has on people’s lives,
and yet at the same time, conscious that
much more needs to be done. Rising
inflation, slow wage growth and the rapid
expansion of household borrowing are
all signs that the need for debt advice will
continue to increase.
To help us meet this growing demand, we
are keen to partner with many more CCTA
members in the future, and look forward
to working together for achieving even
more for people in debt in the future.
To find out more about how you can
work with the Money Advice Trust visit our
stand at the CCTA conference, contact
Partnerships Manager Alex Newton at Alex.
Newton@moneyadvicetrust.org, or visit
www.moneyadvicetrust.org.
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HOOKED ON LINE
DIGITAL CREDIT:
THE IMPACT OF
BORROWING
MONEY
ONLINE
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We know that many people now access
high-cost short-term credit online. In their
study of the payday lending industry, the
Competition and Markets Authority found
that over 80% of payday loan customers
took out a loan online (CMA 2015). The
industry’s explosive growth has been
attributed to this shift online, not only
by increasing the availability of credit to
many who were previously excluded by
mainstream lenders, but by transforming
the accessibility and instantaneity of
credit. Consumers using personal mobile
devices, like smartphones and laptops,
can now search for, apply for and
manage credit whilst at home, at work
or on the move, at any time of the
day or night.
Recent reform in the highcost short-term credit
market has increased the
affordability of loans and
improved relations
between lenders
and consumers.
But there

has been little attention given to how
digital access to credit affects consumer
borrowing practices and their ability to
repay. So, as part of an Economic and
Social Research Council funded project,
we have been investigating the spaces and
times of consumer credit application and
credit use as well as the significance of
credit interfaces, like websites and apps,
in shaping consumer decision making
when taking on credit. We carried out
original qualitative research comprising
40 in-depth interviews with consumers of
high-cost short-term credit, 11 interviews
with website and app designers and ten
interviews with representatives from
regulatory, debt charity and consumer
advice organisations.
SPACES AND TIMES OF ONLINE
BORROWING
Many high-cost short-term credit
products can be accessed and received
24 hours a day. During our interviews,
people told us how their online
borrowing practices were shaped by the
spaces, times and circumstances they
were in when they applied for credit.
People applied for a loan at home in the
kitchen while making dinner or in bed at
night, during their lunch break at work,
whilst travelling
on the bus, at a rugby game, when out
with family, in the pub on an evening,
on holiday or whilst shopping in town.
Whilst for some, the accessibility of
online credit at any time and from
anywhere, was a convenient way
to manage their money, for
others it helped to produce
some financially risky
and personally harmful
behaviours.

It is notable that the total cost of credit
was not a main consideration in consumer
decision making. Instead, digital access
to credit anywhere and at any time
helped many consumers find a ‘quick
fix’ to deal with an immediate need for
money or a period of financial difficulty.
Many described the immediate relief or
reassurance they felt when they were
approved for a loan. For example, one
person told us how she applied for a loan
during the night when she was unable to
sleep because of her debt worries. But
this relief was often short lived and only
worked to defer consumer worries about
credit to ‘another time and place’. At a
later date, the times and spaces in which
consumers decided to take out credit
became tied up with feelings of guilt,
shame, embarrassment and worry about
meeting resulting debt repayments.
In retrospect, many criticised the ease
with which they could apply for credit.
This was particularly harmful for people
experiencing impulsive behaviours, in
which their use of credit was tied to
personal, psychological or emotional
needs at the time. We talked to people
experiencing significant life changes, like
relationship breakdown or redundancy,
who told us how immediate access to
credit helped them to fill a gap or boost
their mood. Other people living with
mental health problems experienced
periods of illness which would lead to
additional spending fuelled by quick
and easy credit. People experiencing
problem gambling and alcohol addiction
told us how their use of credit was tied
to their psychological needs, with some
comparing the buzz of being accepted for
a loan to a gambling win. Others engaged
in impulsive spending with no real purpose
or need. A lot of this online borrowing and
spending activity happened at night. One
person told us: “I’ve used it, I mean, it’s
terrible to say, I’ve used it after a few pints
a couple of times, been in, had a good
time, and thought, “Money’s a bit short.
I’ll just do it, and it means I can stay out
a bit longer,” which is a dreadful thing to
say, you know. It’s always been a regret
though, because you wake up the next
day, and you think, “Well, you could have
just went home, really. It was after about
five or six pints, and it was a case of,
“Well, why not?””
Being able to access credit at any time
and from anywhere means that some
consumers make decisions to take out
credit which they may not otherwise

obtain. One person told us about applying
for credit during a day out with family
when it was approaching the time to go
home, despite efforts to budget for the
day: “First of all you start off budgeting
really carefully and then by the end of the
day I was just thinking, “Oh we’re having
such a lovely day, I don’t want to be tight,
we’ll go out for dinner. I actually went
to the toilet and went on my phone and
upped my loan to another £100 and it
was so easy.”
ANONYMITY AND PRIVACY
We also found that digital access to
credit gave people a heightened sense
of anonymity and privacy around money
matters when compared to more
traditional face-to-face or telephone
based financial services, which can lead
to increased borrowing. By dealing with
lenders online, they did not have to apply
in person or over the telephone and have
to discuss their money matters. Whilst
some told us this helped them to avoid
feeling judged or embarrassed about
taking out credit, it was evident that the
anonymity and privacy of online borrowing
emboldened decisions to take out credit.
“It’s the anonymity and you don’t have
that, kind of, repercussion straightaway.
You don’t have someone saying, you
know, you do realise that if you do this,
it’s going to do this, this and this.”
The use of personal digital devices was
also significant. Rather than having a paper
trail of receipts or loan letters, much of
the communication between borrowers
and lenders was done via text message or
email, all managed on mobile phones or
tablets. For some, this was a discrete way
of managing their day-to-day finances, but
for others, it enabled them to persistently
hide their use of high-cost short-term
credit from family and friends. One person
explained to us the significance of using
her tablet to apply for and manage credit
online: “I wouldn’t have wanted to go on
the main family computer in case anyone
saw that I’d been on there. And I wouldn’t
have wanted to phone them because then
they’d have my number and they might
phone me back on the home phone, that
kind of thing.”
A few people told us how they could
keep control of correspondence from
lenders online. They did not have to hide
paperwork, receipts and letters from
family members. One person told us that
“It would just all go into my email, delete
button, it’s gone forever.”

ALWAYS ONLINE
Digital communication from lenders,
however, did sometimes become
intrusive and was capable of inducing
anxiety for the people we interviewed.
This included cases in which consumers
were contacted about an abandoned
application or reminded about credit at
a later date having taken out a loan in
the past. In cases where a borrower’s
ability to meet repayments became
difficult, communication from lenders was
often a constant reminder of the debt
owed, punctuating everyday life. Feeling
pressured, anxious or uneasy can become
particularly intense because of the device
used. Smartphones, which many of the
people we interviewed used, are now an
essential technology in everyday life; a
device which the user typically carries with
them at all times:
“You can’t escape it, whatever time of the
day or night they could, yeah, get in touch
with you. You’d wake up with an email, or
you’d check your bag on your lunch break
and you’d have a text from them.”
THE FUTURE OF ONLINE BORROWING
In the FCA’s recent Call for Input into the
High-cost Credit Review, data shows that
arrears rates vary considerably by time of
day and day of week of loan origination.
They peak on loans originating after
midnight and on Fridays in particular (see
Annex III of that report). An understanding
of how time and place matters to credit
application and credit use could help
to significantly improve borrowing
and lending decisions to benefit both
consumers and lenders.
A full report drawing on our research will
be published in early 2018. In this report
we will make recommendations for
future interventions into the consumer
credit market. We will argue that digital
interfaces and devices need to receive
full attention, given the ways in which
online borrowing changes the spaces in
which credit is accessed, times accessed
and decision making around credit and
how it affects consumers’ personal and
emotional experiences of indebtedness.
This is increasingly pertinent given the
ongoing developments in fintech, which
will affect how people routinely manage
their finances and access consumer credit
more widely. You can visit our project
website to find out more
www.debtinterfaces.org.uk.
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record
and report
FCA ‘DEAR CEO’ LETTER ON
CONSUMER CREDIT FIRMS’
HANDLING OF COMPLAINTS
The Financial Conduct
Authority (FCA) has published
a Dear CEO letter addressed
to firms engaging in consumer
credit activities, setting out its
concerns about firms’ handling
of complaints. The FCA states
that it recently undertook a
review of how consumer credit
firms approach and deal with
customer complaints. In the
letter, the FCA highlights its
concerns relating to:
• the failure of firms to
provide appropriate
information about their
internal complaints handling
procedures and to refer
complainants to the
availability of it
• the poor quality of final
responses from firms about
complaints. Firms failed to
provide clear explanations
of factors such as the
assessment of the complaint,
the decision itself and the
reasons why a complaint
was rejected
• the failure of firms to
undertake root cause
analyses to identify and
remedy any recurring or
systemic problems, as
required by DISP 1.3.3R
• firms failing to record
and report accurate
complaints data.
The FCA expects firms to
review how they identify,
record and deal with
complaints as well as how
this is communicated to
customers, particularly taking
into consideration the issues
highlighted in the letter.
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joint survey
THE FCA AND THE FCA
PRACTITIONER PANEL
PUBLISH THE FINDINGS
FROM THEIR JOINT SURVEY
OF INDUSTRY VIEWS
The Financial Conduct
Authority (FCA) and the
FCA Practitioner Panel have
published the findings from
their 2017 survey of FCA
regulated firms. The survey
gives a view across the financial
services sector of the FCA’s
performance as a regulator. It
provides the opinions of more
than 2,000 regulated firms who
completed the survey in March
and April this year.
In previous years the
Practitioner Panel has carried
out a survey of regulated firms
to gauge their perceptions of
the FCA and to what extent it
is meeting its objectives. This
year this survey was combined
with the FCA’s annual firm
feedback questionnaire to
produce a single report, in
order to reduce the amount
of data requested from firms.
The survey shows that both
the industry’s satisfaction with
its relationship with the FCA
and the industry’s rating of
the FCA’s effectiveness have
increased. The survey identified
three key areas for further
improvement:
• ensuring that firms, in
particular consumer credit
firms, clearly understand the
FCA’s remit; the publication
of the FCA’s Mission shortly
after the research fieldwork
took place should help to
address this
• the volume of regulatory
change makes demands on
firms’ resources and firms
are looking to the FCA to
be more transparent about
future plans
• the FCA should communicate
directly and clearly with firms
about Brexit.
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FCA update
on work
on motor
finance
The Financial Conduct
Authority (FCA) has published
a press release providing an
update on its work on the
motor finance market. Many
credit products are now
available and consumers’ use
of motor finance has grown
rapidly in recent years. The
FCA announced it would look
at this market in its 2017-18
Business Plan in order to
develop its understanding
of these products and how
they are sold in order to
assess whether the products
caused harm to consumers
and whether the market is
functioning as well as it could.
The key questions that they are
now focusing on are:
• are firms taking the right
steps to ensure that they
lend responsibly, in particular
by appropriately assessing
whether potential customers
can afford the product in
question?
• are there conflicts of interest
arising from commission
arrangements between
lenders and dealers, and if
so are these appropriately
managed to avoid harm to
consumers?
• is the information provided
to potential customers by
firms sufficiently clear and
transparent, so that they
can understand the risks
involved and make informed
decisions?
• are firms managing the risk
that asset valuations could
fall and ensuring that they
are adequately pricing risk?

in the frame
OMBUDSMAN PUBLISHES
LATEST COMPLAINTS DATA
ON INDIVIDUAL FINANCIAL
BUSINESSES
On 5 September, the Financial
Ombudsman Service published
its latest six monthly complaints
data relating to banks, insurers
and other financial businesses.
The figures show that the
ombudsman took on a total of
around 170,000 new cases in
the first six months of this year.
This represents a 13% increase
in complaint figures when
compared to the last six months
of 2016, and reflects rises in
almost every product sector
including PPI and banking.
• almost two thirds of the
complaints we received in
the first six months of this
year come from just
10 businesses
• PPI continues to be the
most complained about
product with almost 90,000
complaints, making up over
half of all complaints to
our service
• complaints about banking
and credit have increased
by 12% to around 47,000,
within this consumer credit
complaints are up by almost
a fifth to nearly 15,000.
245 businesses feature in
the complaints data for
the January to June period
(13 for the first time). Most
of the businesses named
in the complaints data for
the first time operate in the
consumer credit sector. The
average uphold rate (where
the ombudsman found in
the consumer’s favour) for all
businesses over the six month
period was 36%, and ranges
from 3% to 79% across the
individual businesses.

leave the
cap in place
a firm hand
FCA CANCELS OVER 200
FIRMS’ AUTHORISATIONS IN
2016-17
The Financial Conduct
Authority (FCA) has confirmed
that it cancelled the
authorisations of 207 firms in
the year to 30 June 2017 for
‘failing to comply with basic
regulatory requirements’.
These requirements included
submitting FCA returns and
paying FCA fees, amongst
others. These firms are no
longer able to conduct
regulated business and
may have to cease trading
altogether. In its August
‘regulation round-up’
newsletter, the FCA says
it has ‘provided accessible
information to firms about
the importance of complying
with these requirements, and
has notified firms that failure
to comply may result in firms
losing their authorisation
and therefore their ability to
conduct regulated business’.
Following referral to the FCA’s
Threshold Conditions Team,
many firms comply late, but
are still able to retain their
authorisation, while other
firms voluntarily give up their
FCA authorisation.
In 2016/17, the TCT accepted
1,387 referrals of firms who had
failed to satisfy the minimum
standards, 824 of those firms
still managed to retain their
authorisation by submitting
their outstanding returns or
paying their overdue fees.
122 firms applied to cancel their
FCA authorisation altogether.
Where firms are repeatedly
referred to enforcement for
failing to comply with basic
requirements.

FINANCIAL CONDUCT
AUTHORITY SETS OUT
AGENDA AND PRIORITIES
FOR CONSUMER CREDIT
In August, the Financial
Conduct Authority (FCA)
published the outcome of its
review into high-cost credit,
which included its assessment
of the effectiveness of the
payday loan price cap.
The review provides clear
evidence that FCA regulation
of high-cost short-term credit
(often known as ‘payday
lending’) has delivered
substantial benefits to
consumers. The review found
that 760,000 borrowers in
this market are saving a total
of £150m per year, firms are
much less likely to lend to
customers who cannot afford
to repay and debt charities are
seeing far fewer clients with
debt problems linked to
high-cost short-term credit.
The FCA has therefore decided
to leave the existing payday
loan price cap in place, and
to review it again in 2020.
However, the review has also
established clear concerns with
other forms of high-cost credit.
In particular, the FCA believes
that fundamental changes
in the way that unarranged
overdrafts are provided may
be necessary. Charges for
unarranged overdrafts are often
high after taking into account
the risks to lenders, and can
be complex and thus hard for
consumers to understand.
The FCA also identified particular
concerns in the rent-to-own,
home-collected credit and
catalogue credit sectors. While
there are similarities between
high-cost credit markets
and products, there are also
significant differences in how
they work and how people use
them. The FCA is developing
tailored solutions to these issues,
and will consult on action to
address these concerns in
Spring 2018.

understanding
the rules

a terminator?
FCA STARTS COUNTDOWN
TO PPI COMPLAINTS
DEADLINE
Arnold Schwarzenegger
features in a new campaign
designed to create awareness
of the deadline to make a
complaint about Payment
Protection Insurance (PPI).
In an advert launched
in August, an animatronic
model of Arnie’s head is seen
urging people to make a
decision about making a PPI
complaint before the deadline
on 29 August 2019.
The Financial Conduct
Authority (FCA) has introduced
the deadline in order to
prompt people into deciding
whether to check if they had
PPI and whether they want
to make a complaint.
Andrew Bailey, Chief Executive
of the FCA said: “Our campaign
aims to cut through the noise
on PPI. We want to encourage
people to decide whether to
find out if they had PPI and
whether to complain or not.
Our message, and Arnie’s, is
‘do it now’.”
Over £27.4bn has been paid
out to customers since the
FCA introduced rules for
complaining about PPI in 2011.
PPI policies were sold alongside
loans, credit cards, store cards
and mortgages mostly between
the 1990s and 2010.

MOJ GUIDANCE ON PLEVIN
AND CLAIMS MANAGEMENT
COMPANIES
The Ministry of Justice (MoJ)
has published guidance for
authorised claims management
companies (CMCs) to help
them understand the rules and
expectations in handling cases
relating to Plevin v Paragon
Personal Finance Ltd [2014]
UKSC 61.
The Financial Authority (FCA)
consulted in 2015, and again
in 2016, on a package of
measures including proposed
new rules and guidance on
handling Payment Protection
Insurance (PPI) complaints in
light of the Supreme Court’s
decision in Plevin v Paragon
Personal Finance Limited
(Plevin). In the Plevin case, the
Supreme Court ruled that a
failure to disclose to a client a
large commission payment on
a single premium PPI policy
made the relationship between
a lender and the borrower
unfair under section 140A of
the Consumer Credit Act 1974.
In March 2017, the FCA
announced final rules and
guidance on handling PPI
complaints. These will come
into effect on 29 August 2017.
The MoJ want to ensure that
CMCs understand the rules
and expectations in handling
cases relating to Plevin.

The campaign is being paid for
by the eighteen firms including
banks, building societies and
credit card providers who had
the most PPI complaints.
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pull your
socks up?
long term
sentence?

up to speed
NEW PAYMENT SYSTEM
OPERATOR FORMED
The Payment Systems
Regulator (PSR) and Bank of
England (BoE) have announced
that the Payment System
Operator Delivery Group
(PSODG) has completed the
necessary steps to deliver
against the mandate that
the regulators tasked it with.
Following the appointment
of Melanie Johnson as its
first chair, work will continue
at pace to deliver the New
Payment Systems Operator
(NPSO) by the end of 2017.
With the NPSO now taking
the lead, the PSR and the BoE
have confirmed the closure
of the PSODG.
The PSR and BoE established
the PSODG with the specific
aim of planning for the
consolidation of the operators
of three payment systems:
Bacs Payment Schemes Ltd,
Cheque and Credit Clearing
Company and the Faster
Payments Scheme Ltd. These
payment systems support
people and businesses in the
UK moving money between
bank accounts.
Both the PSR and the BoE
also tasked the PSODG with
forming recommendations
on the detailed design of
the NPSO and producing a
plan that would allow for the
consolidation to be completed
by the end of 2017. If effectively
delivered, the NPSO should
generate a number of benefits
and contribute to advancing
our collective objectives.
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not out of
the woods

CITIZENS ADVICE CALLS FOR
A BAN ON RAISING CREDIT
LIMITS FOR THOSE ALREADY
IN DEBT
The Citizens Advice charity has
called for a ban on credit card
companies raising limits on
credit cards of those who are
in debt without their approval.
This follows the charities ‘Stuck
in Debt’ report which found
that 18% of people who are
in debt have had their limits
raised without their knowledge,
6% more compared with all
credit card holders. The report,
which surveyed approximately
2,116 people, also found:
• £67bn of the £200bn rise in
consumer borrowing is on
credit cards
• individuals who have credit
card debt were more likely
to suffer from long term
debt in comparison to
those with personal loans
• on average those struggling
with credit card debt
were 12% less likely to
reduce it over two years in
comparison to those with
personal loans.
In addition to banning firms
from raising peoples credit
limits without their consent,
the Citizens Advice charity is
calling for additional changes
to ensure people are protected
from falling into long term
credit card debt. For example,
they are calling for clearer
guidance from the FCA,
ensuring that before increasing
a borrower’s limit, lenders must
check their ability to pay it.

FCA CONSULTATION ON
INFORMATION ABOUT
CURRENT ACCOUNT
SERVICES
The FCA has published
a consultation paper on
information about current
account services. The
consultation is of interest to
firms that accept deposits and
provide payment accounts
as defined by the Payment
Account Regulations. It affects
the majority of current and
potential participants in the
personal current account
(PCA) and business current
account (BCA) markets, as
well as organisations that
offer comparison services.
The FCA wants to make
it easier for customers to
access and assess information
about providers that best
suits their needs, as it feels
information currently available
to customers is rarely provided
in a consistent manner
that allows comparison
between firms. It also wants
to incentivise BCA and PCA
providers to improve their
service and performance. The
consultation closes on 25
September 2017.

inflated?
NIESR PREDICTS Q1 RATE
RISE AS GDP GROWS BY 0.4%
NIESR estimates GDP growth
of 0.4% in the three months
to August 2017 after growth
of 0.2% in the three months to
July. The Institute says that if
economic growth is sustained
at this level, it would support
a 25 basis point increase in
bank rate in Q1 2018. However
it warned that ‘although
activity has nudged higher, the
economy continues to grow
below its long run trend of
some 0.6%’.

CPI INFLATION RISES
TO 2.9%
The Consumer Prices Index
12 month inflation rate rose to
2.9% in August, up from 2.6%
in July, according to the latest
ONS data. CPIH, which the
ONS are now using as their
headline measure and which
includes owner occupiers’
housing costs, rose from 2.6%
in July to 2.7%. Rising prices for
clothing and motor fuels were
the main contributors to the
increase in the rate between
July and August 2017. Air fares
also rose between July and
August but the rise was smaller
than between the same two
months a year ago and so
resulted in a partially offsetting,
downward contribution.
Source: Financial Reporter

THE BIG DIFFERENCE
BETWEEN NOW AND 2008,
AND WHY IT SHOULDN’T
MAKE US FEEL ANY BETTER
In July, the Bank of England
issued a warning over the UKs
unsecured debt, which this
June grew to more than
£200 billion for the first time
since 2008.
To put it in context, the
average household owes
£7,413 in unsecured debt,
£530 more than a year ago.
Debt is growing at the same
rate it was back in the mid
2000s, expanding at around
7% for the last three years.
That’s enough to make it
double in a decade.
Sometimes with big numbers
you forget personal tragedies,
but it’s worth remembering
that in 2009 134,000 people
became insolvent and 305,000
were made redundant in just
three months from March to
May, compared to 95,000 in
the same period this year.
The one big thing that
separates us from 2008 is
the 0.25% interest rate set by
the Bank of England, and the
resulting low payments people
make on their borrowing.
A decade ago, Britons paid
back £86bn and today that is
just over £50bn.
Analysis earlier this year shows
that if rates had not changed
at all since then, we would be
paying 81% more than we pay
today, that’s £94bn, £1,810 for
every adult in the UK or
7% of average earnings.
Source: The Money Charity

industry
shake-up
OPEN BANKING - SIX
MONTH COUNTDOWN TO
AN INDUSTRY REVOLUTION
• six months to Open Banking
phase two when customers
can digitally access and
securely share their bank
transaction data to get the
most from their finances
• the initiative will encourage
financial service providers
to offer high quality,
targeted services, boosting
competition
• the industry must embrace
the new banking era, this is
not a compliance chore.
Roger Vincent, Head of
Banking and Innovation
at Equifax, comments:
“The banking industry is
set for a huge customer
centric shake-up with the
implementation of Open
Banking phase two in
January 2018. This exciting
development will dramatically
change the customer banking
experience, helping consumers
and businesses to use their
financial transaction data to
access products more easily
and better understand their
finances.

bank of mum
and dad - the
UK’s most
lenient lender stable
borrowing

One in five parents have taken
money from their pension,
or sacrificed saving into their
pension, to help their children
financially, reveals new
research from Prudential.
The Bank of Mum and Dad
is potentially the UK’s most
lenient lender and its relaxed
approach means it ends up
writing off huge numbers of
loans each year. Key findings
show:

• every one of the more than
1,000 parents interviewed
on behalf of Prudential said
they had already loaned
money to their children or
grandchildren to cover major
financial commitments, or
hoped to do so in the future
• one in 10 parents admit they
have ended up being short
of money for emergencies
since giving a loan to a
family member
• nearly six out of 10 parents
who have lent money
to their offspring have
subsequently decided to
write off some or all of the
debt, a generous one in
three having written off the
entire loan completely.
Despite the fact that more
than three quarters of parents
initially expected to be repaid
in full, 75% of parents who
have loaned money did not
impose any conditions or
specific repayment terms. Just
one in seven lent the money
with an agreement of fixed
monthly repayments and only
8% put a written repayment
agreement in place.

JULY 2017 HIGH STREET
BANKING AND GROSS
MORTGAGE LENDING DATA
• annual growth in consumer
credit provided by High
Street banks has increased
from 1.9% to 2.0%
• gross mortgage lending by all
mortgage providers for July
is estimated at £23.0 billion.
Accounting for seasonal
factors, this figure is above
the average lending figures
seen over the past year
• UK Finance data shows
that consumer borrowing
from High Street banks
remained stable at 2% in
July, compared with 1.9%
in the previous month
• UK Finance also estimates
that overall gross mortgage
lending in July was
£23.0 billion. Accounting
for seasonal factors, this
figure is above the average
lending figures seen over
the past year
• first time buyers and
remortgage activity on the
part of homeowners has
supported lending for some
time, but it is anticipated the
pace of growth will slow
slightly, dampened by a
potentially more challenging
economic outlook.
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a question
of trust?

at the
cliff edge
AFME PAPER ON
BREXIT TRANSITIONAL
ARRANGEMENTS FOR
FINANCIAL SERVICES
More than one year ago the
UK public voted for the UK to
leave the EU. With the Article
50 process being triggered
in March, the two year Brexit
negotiation process is now
well underway. The Association
for Financial Markets in Europe
(AFME) has published a paper
on transitional arrangements
in financial services after
Brexit. In the paper, AFME
repeats its call for transitional
arrangements to be agreed
to avoid cliff edge risks in
financial services. In particular,
it highlights cliff edge risks
relating to the recognition of
central counterparties, existing
cross border contracts and
data transfers once the UK
becomes a third country.
THE AFME believe: ‘While
transitional arrangements are
essential, we share the view of
the European Council that they
must be clearly defined, limited
in time, and subject to effective
enforcement mechanisms.
We also recognise the EU27’s
prioritisation of matters to
ensure an orderly withdrawal
and the core principles set
out in the Council Guidelines
including the integrity of the
single market. We believe
that transitional arrangements
are necessary to support
these objectives of an orderly
withdrawal, ensuring financial
stability and the prosperity
of both the EU27 and the
UK. We urge the negotiators
to progress with reaching
agreement on the items under
discussion in phase one of
the negotiations in order to
be able to move to discussing
transitional arrangements as
soon as possible.’
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CORPORATE GOVERNANCE
REFORMS ANNOUNCED TO
INCREASE BOARDROOM
ACCOUNTABILITY AND
ENHANCE TRUST IN
BUSINESS
Business Secretary Greg Clark
has set out the government’s
corporate governance reforms
to enhance the public’s trust
in business.
• new laws will force all listed
companies to reveal the pay
ratio between bosses and
workers
• all listed companies with
significant shareholder
opposition to executive pay
packages will have their
names published on a new
public register
• new measures will seek to
ensure employee voice is
heard in the boardroom.
For the first time listed
companies will have to publish
pay ratios between chief
executives and their average
UK worker under government
reforms to boardroom
accountability outlined
29 August 2017. These will
include the world’s first public
register of listed companies
where a fifth of investors have
objected to executive annual
pay packages. This new scheme
will be set up in the autumn
and overseen by the Investment
Association, a trade body that
represents UK investment
managers.
Last year the Prime Minister
made clear that the behaviour
of a small number of
companies had damaged the
public’s trust in big business.
She set out proposals to
improve transparency and
accountability and give
employees a voice in the
boardroom.

head in
the sand?
73% OF UK BUSINESSES
UNPREPARED FOR GDPR
Research published by the
UK’s first fully compliant
General Data Protection
Regulation (GDPR) job board,
CareersinCyberSecurity.co.uk,
and London law firm Hamlins
LLP, revealed that hundreds of
thousands of UK businesses
are potentially at risk of huge
fines for non-compliance of the
GDPR. The research surveyed
207 business owners, directors
and senior management in
the UK between April and May
2017. Findings included:
• more than two thirds of
those surveyed are aware of
the upcoming regulation and
when it will come into force
• 73% have not allocated
any budget to facilitate
compliance
• 53% have not appointed a
Data Protection Officer
• 15% believed that Brexit
would preclude UK
businesses from having
to comply
• 12% said that they did not
have the funds to comply
• 11% did not consider there
to be a business risk
• 10% did not want to get
caught up in red tape.
In addition, some businesses
believed that their size removed
the requirement to comply.
When the GDPR comes into
force on 25 May 2018, a
number of key changes will
impact organisations regardless
of their size or turnover, and
failure to comply could lead
to fines of up to 4% of annual
global turnover or €20 million,
whichever is greater.
Source: CCR magazine

puppet
privacy?
DO NEW DATA PROTECTION
LAWS SHOW THE REAL POWER
OF THE EU POST-BREXIT
In July, Digital Minister Matt
Hancock announced the
Government’s proposals for
a new set of data protection
laws, meaning the Data
Protection Act 1998 will be
succeeded by a Bill which
will impose more stringent
requirements on companies
holding personal data, and
keep the UK in line with
Europe’s new General Data
Protection Regulation (GDPR).
After much debate during the
EU referendum around the
huge volume of burdensome
regulations coming from
Brussels, this new Bill is now
bringing some of the most
ambitious and challenging EU
rules for businesses into UK
law, meaning it will have effect
after Brexit.
Nearly 20 years after the
Data Protection Act was first
enacted, the imperative of
providing an online service
has led to most companies
retaining customers’ personal
details on their databases.
The problem arises when
companies are permitted to
share this information with
other companies, resulting
for example in targeted
marketing activities that have
been unwittingly agreed to via
pre-ticked boxes or opt-outs,
designed to target specific
personal interests.
One of the biggest impacts
of the new data protection
legislation on companies is that
users will now have to explicitly
consent to their content being
shared, rather than simply fail
to opt out. There is also the
prospect of far larger fines for
non-compliance, up to 4%
of global annual turnover, or
£17m, whichever is greater.

the wheat
from the chaff
FLA JUNE FIGURES
CONSUMER FINANCE
There has been a growth of
7% in consumer finance new
business in June, compared
with the same month last
year, and growth of 4% in the
second quarter of 2017 overall.
Credit card and personal loan
new business together grew
by 10% compared with June
2016, while retail store and
online credit new business
increased by 3%. Second
charge mortgage new business
grew 33% by value and 22% by
volume over the same period.

CONSUMER CAR FINANCE
Point of sale (POS) consumer
new car finance business
volumes fell by 8% in June,
compared with the same
month in 2016, while the
value of new business was
flat over the same period. In
the second quarter of 2017
overall, new business fell 7% by
value and 16% by volume. The
percentage of private new car
sales financed by FLA members
through the POS was 86.3%
in the twelve months to June,
unchanged compared with the
same period to May.

ASSET FINANCE
Asset finance new business
(primarily leasing and hire
purchase) grew by 16% in
June, compared with the
same month last year, and by
12% in the second quarter of
2017 overall. The plant and
machinery finance and IT
equipment finance sectors
reported new business up
in June by 37% and 17%
respectively, compared with
the same month in 2016. Over
the same period, new finance
for commercial vehicles and
business equipment grew by
9% and 6% respectively.

where
credit’s due
FOS OMBUDSMAN NEWS
ISSUE 141
The Financial Ombudsman
Service (FOS) has published
issue 141 of Ombudsman
News. Items of interest include:
• case studies relating to
complaints involving
problems with credit
• an update on PPI complaints
focusing on the FOS’ actions
in the run up to 29 August
2017 when the FCA’s new
rules and guidance for PPI
complaints come into effect
• complaints statistics for the
first quarter of the 2017/2018
financial year, PPI complaints
remain the most complained
about products (42,401 new
complaints), followed by
current accounts (5,229 new
complaints)
• a Q&A clarifying the role the
FOS will play with regards
to the future regulation of
claims management.
Source: FOS

quietly
confident
in demand
A THIRD OF RISK AND
COMPLIANCE TEAMS
PLAN TO GROW
Research from specialist
professional recruiter Robert
Walters has revealed that
31% of risk and compliance
teams plan grow in the
second half of the year.
Despite ongoing uncertainty
regarding Britain’s negotiations
to leave the EU, regulatory
pressures are continuing to
drive demand for specialists
in risk and compliance.
James Murray, associate
director comments: “As
deadlines approach for the
implementation of MiFID II,
employers are eager to source
high calibre compliance
professionals to ensure
that their operations and
procedures are in accordance
with the legislations. Similarly,
many employers are looking
to source highly skilled and
experienced professionals to
ensure that they have a robust
risk function, acutely aware of
the serious reputational and
financial implications if they
fail to meet required standards
in this area.”
The research also revealed
that mid-level professionals
are the most sought after, with
71% of businesses planning
to hire compliance and risk
professionals at this level.
Source: CCR magazine

MANUFACTURING HITS
RECORD HIGHS IN UK
BUSINESS CONFIDENCE
Manufacturing continues as
the principle driving force
behind business confidence in
the UK, according to the latest
results (Q2 2017) from the
UK’s Credit Managers’ Index
(CMI), the quarterly barometer
from the Chartered Institute of
Credit Management (CICM).
The 1.3 point rise experienced
in manufacturing sees the
Index close at 64.0, another
all time CMI high. The result
also represents a year-on-year
rise and the second successive
quarter that the sector has
improved. This suggests the
positive effect that currency
fluctuations are having on the
UK’s exporting market since
the Brexit referendum.
The CMI’s headline figure also
closed up 0.9 points to finish
at 60.1. This was primarily the
result of a 0.8 point increase
in the services sector, which
closed up at 58.3. The uplift
follows Q1 2017’s decreases
and shows the economy in
much ruder health according
to several key indicators such
as GDP growth.
Philip King, chief executive
of the CICM, says the latest
results provide further
encouragement but progress
is slow and steady rather than
significant: “Despite Brexit
negotiations continuing and
no immediate outcome in
sight, credit professionals are
noticing a resilient economy
across most sectors.
“That is not to say that this
upturn will be necessarily long
lasting, there are many potential
pitfalls along the way as
confidence remains fragile and
the situation could easily take a
turn for the worse at any stage.
Caution is the watch word.”
Source: CCR magazine
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avoiding
the issue

out of
the blue
BRITS STUNG BY
UNEXPECTED COSTS
An overwhelming number
of British adults have found
themselves unprepared for
unexpected costs and have
had to rely on friends, family or
even credit to pay for them in
the past 12 months, according
to new research.
The survey of 1,035 UK adults
carried out by home heating
oil supplier, SuperSaverOil.com,
found that:
• 44% of Brits have had to rely
on a form of credit such as
an overdraft or credit card
at least once in the past
12 months, to pay for an
unexpected living cost they
had not budgeted for
• 25% have dipped in to their
savings, while 19% say they
have even had to borrow
money from friends or family
to cover the unexpected cost
• at 72% car repairs were the
most common cost Britons
have struggled to pay
• 66% have incurred
unexpected home repair
costs such as a broken boiler
or a burst pipe
• 52% have received a utility
bill they were not expecting
• 32% have run up a large
phone bill they had not
budgeted for
• 21% medical costs such as
a dentist bill, completed the
top five.
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FINANCE BILL CONFIRMS
REDUCTION OF MPAA TO
£4,000

zen!
OVER 40s VALUE HEALTH
OVER WEALTH
Over 40s are increasingly
looking to improve their
physical health but their
financial security is less of a
priority, according to new
research by life and pensions
giant Prudential.
Its nationwide study of working
over 40s shows more than
44% have recently started
focusing on improving their
physical health but improving
their future financial security
is receiving less attention with
only 34% saying that turning
40 has spurred them on to sort
out their retirement.
Additionally, 58% admit they
rarely or never check the value
of their retirement savings.
Even those aged 55 to 64 do
not pay much attention to their
pensions with 60% admitting
they seldom look at their
savings.
The research shows plenty of
good intentions among those
aged 40 plus with 81% saying
physical health is a major
priority while 69% claim that
planning for retirement is a
major focus.

The Government has published
its second Finance Bill of
2017, which confirms the
reduction of the Money
Purchase Annual Allowance
from £10,000 to £4,000.
When the General Election
was called this measure was
dropped from the Finance Bill,
however Treasury Minister Mel
Stride announced in July that
the Government would be
reintroducing budget cuts to
pensions tax relief with effect
from April 2017.
The Government says cutting
the MPAA allowance will limit
the extent to which people
can recycle their pension
savings to get extra tax relief.
Other measures introduced
in the Finance Bill include
new penalties for those
who enable the use of tax
avoidance schemes, abolishing
permanent non-dom status,
and reducing the dividend
allowance from £5,000 to
£2,000 from April 2018.
Mel Stride, Financial Secretary
to the Treasury and Paymaster
General, said: “A fair tax system
is a key part of our plan to
build a fairer society. The UK
is a world leader in tackling
tax avoidance and evasion,
but we must continue to take
action to ensure everyone pays
their fair share. The Finance
Bill will allow us to do just
that by preventing companies
and individuals from using
complicated tax structures to
avoid paying the tax they owe,
and penalising people that
help them to do it.”
Source: financial reporter

taking control
MORE WOMEN ARE SEEKING
FINANCIAL ADVICE, NEW
STUDY REVEALS
More women are seeking
financial advice due to
increasing rates of divorce
and the rise of female
entrepreneurs, according to
a new study by Investec Wealth
& Investment. The research
among intermediaries found
that women accounted for
40% of Independent Financial
Advisor (IFA) clients in 2012 but
47% of new clients gained
over the past two years.
The research further revealed
that:
• 26% of advisers said one of
the main drivers behind the
increase in female clients
is that they are taking more
control of their financial
circumstances
• 19% cited the growth of
women succeeding in
business however the
biggest factors are divorce
(51%) and the death of their
spouse (35%)
• there is a clear trend
among joint clients towards
taking equal responsibility
for managing the adviser
relationship; in 2012 advisers
estimated that 23% of joint
clients involved both partners
taking equal responsibility
compared to 27% today.
By 2022 advisers predict
this could rise to 35%
• despite the increasing
number of female clients,
on average, IFAs estimated
that only 11% of their advisers
were currently female and
47% of firms have no
female advisers
• just 5% of firms said they
were looking to encourage
greater gender diversity
among their advisers in order
to attract a greater number
of female staff.
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through
the roof
turn it on
and off again?
NEW ‘RESETTING’ SOCIAL
TREND AS PEOPLE TAKE
CONTROL OF THEIR LIVES
A new report launched by
Britain Thinks and Investec
Click & Inves, reveals
unprecedented numbers
of people are making huge
changes to their lives because
they have greater confidence
in their own abilities, despite
economic uncertainty,
changing work patterns and
less job and financial security.
This has fostered a stronger
‘can do’ attitude in society,
and the report describes this
trend of more people making
radical changes to take control
of their lives as ‘Resetting’ and
says there is no age limit to
this. Research highlights:
• report identifies two groups,
recent career resetters and
seasoned resetters
• over one third of Brits have
already ‘Reset’
• a further 32% of the
population are planning to
make major adjustments
in the next five years, such
as changing to a more
rewarding career, setting
up a new business or even
turning a hobby into a profit
making venture
• almost one third (30%) of
existing ‘Resetters’ have set
up their own business and
a further 22% have made a
hobby pay - a new group
of entrepreneurs the report
calls ‘Hobbypreneurs’
• a further 30% have changed
careers to do something
more rewarding.

TAX SENDS HOME
INSURANCE PRICE RISES
THROUGH THE ROOF
Home insurance premiums
are rising at the fastest rate
for three years as government
tax rises take effect, new
analysis from insurance market
research experts Consumer
Intelligence shows. Average
home insurance costs rose
7%, more than double the
2.6% rate of inflation for the
economy as a whole, in the
year to July to £131. The
analysis further revealed that:
• prices are rising fastest for
over 50s householders who
are seeing increases of 7.6%
• owners of newer properties
built after 2000 are paying
lower premiums on average
than customers with older
homes
• average premiums in London
are the highest at £159
which is 37% more expensive
than the £116 in the South
West of England
• most of the increase is due
to the rise in Insurance
Premium Tax to 12% from
10% which took effect from
June 1st as well as the earlier
rise in October last year
• Brexit is having an impact
with the weak pound driving
up the cost of imported
materials and increasing the
cost of repairs
• homeowners building
more extensions is also
contributing with more
claims for leaks from new
bathrooms.

feeling the
squeeze
CONSUMER SPENDING
FALLS FOR THIRD MONTH,
SAYS VISA
Compared with the same
month a year ago, spending
fell by 0.8%, slightly faster
than the 0.2% decline in June.
Spending has now dropped for
the past three months, marking
the longest falling streak in
over four years.
Transport and communications
spending, which dropped
by 6.1% year-on-year, and
clothing and footwear, which
fell by 5.2%, saw the biggest
decreases. Food and drink
spending was down by 0.5%
annually, while spending on
household goods fell by 4%.
Bucking the downward trend,
spending in hotels, restaurants
and bars rose 6% year-on-year.
Visa UK & Ireland Managing
Director Kevin Jenkins said the
increase suggested an early
surge in summer staycations,
as the weak pound made
holidaying at home more
attractive. But overall, he said
the June figures were further
evidence that households are
feeling the squeeze from rising
prices and stagnant wage
growth.

the job
machine
EMPLOYMENT FIGURES
RECORD JOB NUMBERS
REVEALED
Britain is on course to have the
highest employment rate in
the western world after a hiring
spree that defied warnings of a
Brexit slowdown.
Employment surged to a
record of 75.3% of the working
age population as 379,000
more jobs were created in
the year to July, the Office for
National Statistics said. Among
the advanced economies
only Japan experienced faster
improvement over the past
12 months.
Mining, utility companies, the
IT and communications sector
and the hotel and restaurant
trade reported the biggest
increases in employment.
Nearly 70% of the new jobs
went to women, and only 8%
were part-time. The private
sector accounted for 96% of
the total. Wages fell in real
terms, however. Regular pay
grew by 2.1% against inflation
of 2.6%.
Experts said the employment
figures demonstrated that the
economy remained a ‘job
creating machine’ and added
that Britain could soon have
the highest employment rate of
any G7 nation. In the past three
years Britain has overtaken
Canada and closed the gap
on Germany and Japan.

• home insurance customers
are still paying lower bills
than in February 2014
although Consumer
Intelligence warns the
market is turning with June
and July this year seeing
record premium increases.
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YOUR
CCTA

CCTA TRAINING PROGRAMME 2017
CCTA ACCESS TO CREDIT AND
ACCESS TO FUNDING CAMPAIGNS
As part of our ongoing public affairs initiative, we have
recently launched new branding to promote our pursuit
of a fair playing field within an industry which offers
both access to credit for the consumer, and access to
funding for business.
Look out for the distinctive signage, to keep up to date
with progress.
If you have any questions, call the office on:
+44 (0) 1274 714959

Our 2017 training programme is now well under way.
This year we are offering five courses in three different
venues. Full details are available to view on our website,
www.ccta.co.uk:
COURSES:
Being Regulated by the FCA
Approved Persons, Current & Future Regimes (FCA)

CCTA CONFERENCE 2017

THE VOICE

Treating Customers Fairly (FCA)
Complaint Handling, Reporting & Publication
(FCA/FOS)
Supervision & Reporting (FCA)
VENUES:
Manchester
London
Birmingham

Our annual conference is a recognised industry date for your
diary. In a relaxed and friendly atmosphere, this event delivers
an impressive line-up of regulatory and industry speakers and
a comprehensive mix of delegates and exhibitors.

The 2017 Conference Sponsorship Brochure is available
to view on our website. It contains full details of all the
opportunities we offer.

We understand the impact of relentless market disruption,
and offer solutions, innovation and a three year direction plan,
to a more settled industry.

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

This conference provides a perfect opportunity to illustrate and
expand our thinking. The open workshop forum encourages
active involvement, whilst the presentation pack and attendee
list ensure guests have the full picture.

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

SPONSORS
AND EXHIBITORS

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

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

NEW MEMBER
Fast Log Book Loans Ltd
Ilford
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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

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

MEMBER

NON-MEMBER

£428

£504

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

£260
£180
£120

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

NOT AN ECHO

CCTA CONFERENCE
2 NOVEMBER 2017
SPONSORSHIP OPPORTUNITIES

In 2017 CCTA will be working to ensure business models of all
shapes and sizes are recognised, represented, heard and reflected
in relevant regulation. Our heart lies in protecting the consumer
whilst safeguarding firms, jobs and the future viability of an arena
striving to provide modern and innovative products.

IN
FO B
RMOO
AT KIN
IO G
N

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

BE A VOICE

| FEATURE

GDPR

ICO
UPDATE

Our series of blogs continues to sort the
fact from the fiction by busting some
of the myths around the General Data
Protection Regulation (GDPR).
New requirements to report serious
breaches of personal data are high up
on the list of issues we need to address.
Misleading press stories have claimed that
all breaches will need to be reported to
the Information Commissioner’s Office
and customers alike; others say all details
of the breach need to be known straight
away and some say there’ll be huge fines
for failing to report.
With nine months to go until GDPR
comes into effect, we recognise that
businesses and organisations are
concerned. This latest blog challenges
a few of the myths that have sprung
up around data breach reporting.

MYTH #5
ALL PERSONAL DATA BREACHES
WILL NEED TO BE REPORTED TO
THE ICO
Fact: It will be mandatory to report a
personal data breach under the GDPR
if it’s likely to result in a risk to people’s
rights and freedoms.
So if it’s unlikely that there’s a risk to
people’s rights and freedoms from the
breach, you don’t need to report.
Under the current UK data protection
law, most personal data breach reporting
is best practice but not compulsory.
And although certain organisations
are required to report under other
laws, like the Privacy and Electronic
Communications Regulation, mandatory
reporting of a personal data breach that
results in a risk to people’s rights and
freedoms under the GDPR will be new
requirement for many.
These new reporting requirements
will mean some changes to the way
businesses, organisations and even the
ICO identify, handle and respond to
personal data breaches.
The threshold to determine whether
an incident needs to be reported to
the ICO depends on the risk it poses
to people involved.
Pan-European guidelines will assist
organisations in determining thresholds
for reporting, but the best approach

The ICO are producing a series of blogs around GDPR which aim to
separate the fact from fiction: visit their website ico.org.uk to read:
•		GDPR is an evolution in data protection, not a burdensome
revolution.
The ICO talks about the widely held misconception, that the new
regime is an onerous imposition of unnecessary and costly red tape.
• Consent is not the ‘silver bullet’ for GDPR compliance.
This blog blog tackles the high-profile issue of consent.
• GDPR – sorting the fact from the fiction.
It’s a fact that not everything you read or hear about the GDPR is true.
This blog aims to avoid the danger of misinformation surrounding
GDPR, being considered the truth.
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will be to start examining the types of
incidents your organisation faces and
develop a sense of what constitutes a
serious incident in the context of your
data and your own customers.
Organisations need to remember that
if there’s the likelihood of a high risk to
people’s rights and freedoms, they will
also need to report the breach to the
individuals who have been affected.
We’ve provided some initial guidance
in our GDPR overviews that high risk
situations are likely to include the
potential of people suffering significant
detrimental effect, for example,
discrimination, damage to reputation,
financial loss, or any other significant
economic or social disadvantage.
If organisations aren’t sure about who is
affected, the ICO will be able to advise
and, in certain cases, order them to
contact the people affected if the incident
is judged to be high risk.

MYTH #6
ALL DETAILS NEED TO BE PROVIDED
AS SOON AS A PERSONAL DATA
BREACH OCCURS
Fact: Under the GDPR there is a
requirement for organisations to report a
personal data breach that affects people’s
rights and freedoms, without undue
delay and, where feasible, not later than
72 hours after having become aware of it.

SETTING THE RECORD STRAIGHT
ON DATA BREACH REPORTING
Organisations will have to provide certain
details when reporting, but the GDPR
says that where the organisation doesn’t
have all the details available, more can be
provided later. The ICO will not expect
to receive comprehensive reports at the
outset of the discovery or detection of
an incident, but we will want to know the
potential scope and the cause of
the breach, mitigation actions you plan
to take, and how you plan to address
the problem.

MYTH #7
IF YOU DON’T REPORT IN TIME A
FINE WILL ALWAYS BE ISSUED AND
THE FINES WILL BE HUGE
Fact: As we said in our earlier blog fines
under the GDPR will be proportionate
and not issued in the case of every
infringement.
Organisations should be aware that the
ICO will have the ability to issue fines
for failing to notify and failing to notify
in time. It is important that organisations
that systematically fail to comply with the
law or completely disregard it, particularly
when the public are exposed to significant
data privacy risks, know that we have that
sanction available.
Fines can be avoided if organisations
are open and honest and report without
undue delay, which works alongside the
basic transparency principles of the GDPR.
Tell it all, tell it fast, tell the truth.

MYTH #8
DATA BREACH REPORTING
IS ALL ABOUT PUNISHING
ORGANISATIONS
Fact: Personal data breach reporting has
a strong public policy purpose. The law is
designed to push companies and public
bodies to step up their ability to detect
and deter breaches. What is foremost
in regulators’ minds is not to punish
the organisations, but to make them
better equipped to deal with security
vulnerabilities.
The public need to have trust and
confidence that a regulator is collecting
and analysing information about
breaches, looking for trends, patterns and
wider issues with organisations, sectors
or types of technologies. It will help
organisations get data protection right
now and in the future.
We understand that there will be attempts
to breach organisations’ systems, and that
data breach reporting will not miraculously
halt criminal activity. But the law will
raise the level of security and privacy
protections across the board.
Data breach reporting makes sense under
the new legislation which is focused on
giving consumers more control over their
data and increasing the accountability of
organisations.
It’s also not unusual, almost all States
in the US, some Canadian jurisdictions,

and Australia have successfully tightened
breach reporting as part of their legal
framework.
We’re currently working alongside
other EU data protection authorities as
part of the Article 29 Working Party to
produce guidance that will set out when
organisations should be reporting, and
the steps they can take to help meet their
obligations under the new data breach
reporting requirement. There are already
some examples and explanation in our
GDPR overview.
You should be preparing now by ensuring
you have the roles, responsibilities and
processes in place for reporting; this is
particularly important for medium to large
organisations that have multiple sites or
business lines.
Over the coming months we’ll be gearing
up for the changes by introducing a
new phone reporting service to enable
businesses and organisations to report
current personal data breaches and future
breaches under the GDPR.
It will sit alongside a web reporting form
and provide organisations with a quicker
and easier way of reporting to the ICO,
enabling them to receive immediate
advice.

Just to be absolutely clear, up
until 25 May 2018 all personal data
breaches will be assessed under
the current Data Protection Act.

RECENT DATA BREACHES
Nottinghamshire County Council
Nottinghamshire County Council has
been fined £70,000 by the ICO after
placing vulnerable individuals’ data at
risk. The personal information was left
online for five years and it was highlighted
when a member of the public became
concerned that the information could
be a target for criminal activity. The
information actually showed whether
or not people were in hospital.
The ICO commented:
“This was a serious and prolonged breach
of the law. For no good reason, the
council overlooked the need to put robust
measures in place to protect people’s

personal information, despite having the
financial and staffing resources available.
“Given the sensitive nature of the personal
data and the vulnerability of the people
involved, this was totally unacceptable
and inexcusable. Organisations need to
understand that they have to treat the
security of data as seriously as they take
security of their premises or finances.”
Home Logic UK Ltd
Home Logic UK Ltd has been fined
£50,000 by the ICO for making marketing
calls to people who had stated that they
did not wish to be contacted in that way.
The company obtained the numbers from
a third party and stated that it screened

the numbers against the Telephone
Preference Service (TPS) electronically.
The system it used to electronically screen
was out of order for a number of days
during the campaign there meaning that
unsolicited calls were made.
The ICO has taken the opportunity to warn
organisations about the consequences of
making nuisance calls:
“Organisations have no excuse, they know
that calling people on the TPS register
is against the law and that we will come
down hard on them if they don’t respect
the public’s right to privacy.
“We continue to see companies
suffering the financial and reputational

consequences of being caught making
nuisance calls, which could have been
prevented if they had invested in a TPS
licence and made proper use of it. It is
baffling that some firms continue to take
this business risk.”
Islington Council
Islington Council has received a £70,000
fine for failing to keep information secure
on its parking ticket system website. The
‘Viewer’ allows people to see a CCTV
image of video of an alleged parking
offence but certain faults meant it was
possible that information could be
accessed by others.
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The latest instalment of legal cost
reforms arrives

CMA compliance sweep
of pay-day firms

Insolvency with a heart - bankruptcy
lawyers can be nice too!

With the publication of Lord Justice Jackson’s Review of Civil
Litigation Costs which will be of particular interest to any
pursuing litigation valued between £10,000 and £100,000 on a
regular basis.
The proposed reforms will impact on cases with a value
between £10,000 and £100,000. This constitutes a vast portion
of debt claims in England and Wales. The first step relevant
to debt recovery is applying fixed recoverable costs to all Fast
Track debt claims. These are not the maximum that solicitors
can charge but simply the maximum that either side can
recover from the other if they are successful.
Lord Jackson has provided a table outlining what these are
likely to be in various circumstances and an abridged version
is included below. Fortunately, most defended debt claims will
fall under ‘complexity band one’ which means the below table
shows the maximum you will be able to recover from a debtor
(or they will be able to recover from you) for each stage:
Stage
Recoverable costs
Pre-issue
£500.00
Post Issue/pre-Allocation
£1,850.00
Post Allocation/pre-listing
£2,200.00
Post Listing/pre-trial
£3,250.00
Trial Advocacy –
£10,000 - £15,000
£1,070.00
£15,000 - £25,000
£1,705.00
Maximum FRC
£9,505.00

The Competition and Markets Authority (CMA) have recently
been undertaking a compliance sweep of the extent to which
payday lenders have been complying with Article 7.1 of the
Payday Lending Market Investigation Order 2015.
This requires each online payday lender to display a hyperlink
prominently on its own website to at least one FCA authorised
payday loan price comparison website (PCW) on which its own
loans appear.
The rationale behind this provision is the promotion of greater
use of PCWs by customers to enable them to shop around
more effectively when choosing a payday loan.
The Order defines a payday loan as one which is unsecured,
has an APR of 100% or more, is for 12 months or less in
duration and is for less than £1,000. It thus applies to shortterm instalment loans.
The CMA have been contacting firms with concerns that they
have not been complying with their obligations. In particular
they have noted failings in respect of the lack of prominence
of the hyperlink. Indeed there appears to be widespread
non-compliance with this requirement with in some cases the
hyperlink being difficult to find, being presented in a way that
detracts from the importance of the information or it does not
exist at all.
The explanatory note to the Order states that by prominent
means that the hyperlink is to be on the lender’s homepage,
legible, in at least the same sized font as the other information
on the same web page and visible above the fold of the web
page. In particular the user should not have to scroll down the
home page to see the link to the PCW.
The CMA in its correspondence with firms also provided their
view in respect of mobile devices. They recognise the possible
confusion about what constitutes ‘above the fold of the web
page’ as this will depend on the screen size and resolution of
the type of device that is being used.
In one particular instance the CMA recommended that with
a mobile device such as a smart phone or tablet that the link
to the PCW is located in the top right hand corner of the
homepage below the late repayment warning.
It is therefore important for firms to review their compliance
with Article 7.1 of the Order. No doubt the CMA will be liaising
with the FCA in respect of failures by firms to comply with the
Order and which will be relevant to issues as to conduct risk
and the effectiveness of the firm’s compliance procedures.

You know the old joke:
Question:
What is an insolvency practitioner?
Answer:
Someone who arrives after the battle and bayonets
all the wounded.
Perhaps a little unfair and certainly so when it applies to U.S
bankruptcy attorney Patricia Redmond.
In July 2017 US brides were shocked when they learnt that
Alfred Angelo, the company from whom they had ordered
their wedding dresses had gone bust and that the company
was subject to a South of Florida bankruptcy process.
No fewer than 60 locked shops could not fulfil their orders.
With nobody answering the brides to be question: “Where is
my gown?” they were understandably in a state of shock.
With only weeks, and sometimes only days to spare, a white
knight, in the form of bankruptcy lawyer Patricia Redmund,
came to their rescue. She tried her utmost to reunite the
dresses with the hapless brides.
She said: “When the stores closed each one had been
instructed to mail out all property that had been specifically
ordered from them.
About twenty dress shops had done this, but it didn’t happen
at some stores and I started to get lots of emails. I said, wait a
minute, maybe we can get these stores open”.
Keys for shops were being sent to the new trustee of the
bankrupt company, though one woman in upstate New York
needed her dress the very next day. Ms Redmond asked the
trustee to arrange for a locksmith.
She went to three shops personally, one in Baltimore and two
in Florida and tried to open them. Her staff called and texted
those who were owed dresses and she let the operation run
late into the evening so people could come after work.
All told, she received about ten thousand emails, saved scores
of weddings and did wonders for the image of American
bankruptcy lawyers. “I’m pretty sure most people would have
done what I did”, she said.
For any cynics out there, I’m sure UK insolvency practitioners
would act in the same way!

*Claims between £10,001 and £25,000 only

In debt claims, in our opinion, this will favour large commercial
claimants over smaller defendant. The reasons for this are:
1. Increased budget certainty – clients will now know what the
best and worst case costs scenarios are with a high degree of
precision. This will allow much more accurate assessment of
costs/risks in debt recovery actions on the fast track.
2. Limits on costs favour efficient working practices – debtors
instructing solicitors will incur significantly more costs in
reading into a claim and increased correspondence with their
client while the debtor’s solicitors understand their case. By
comparison, large commercial claimants will be likely to offer
repeat instructions to their solicitors and increased familiarity
will be likely to increase costs efficiency.
There will be some teething difficulties with the implementation
of this reform but compared with the relative mayhem of
the costs budgeting reforms, this reform looks likely to deliver
clear benefits to all but especially larger repeat business
claimant clients.
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Q&A

QUESTION: I am a consumer credit lender and
wonder if you could briefly explain the new SM&CR
and what I should start doing?
ANSWER:
The Senior Manager and Certification Regime will replace the
Approved Persons regime from 2018.
The most senior people in your firm (your ‘senior managers’)
must be approved by the FCA. You must ensure your senior
managers are suitable for their role. Your senior managers will
be required to have a, statement of responsibility mapping what
they are responsible for, duty of responsibility demonstrating the
reasonable steps they have put in place to prevent compliance
breaches and prescribed responsibilities which will vary by firm.
The Certification Regime will cover people who are not senior
managers but whose jobs mean they have a big impact on
customers, markets, or your firm. These individuals will not be
approved by the FCA but by you. You will have to certify they are
suitable (fit and proper) to carry out their job and you will need to
review this decision at least once a year.
The conduct rules will apply to almost everyone in your firm and
requires them to act with integrity, due skill, care and diligence, be
open and cooperative with regulators, treat customers fairly and
observe proper standards of market conduct. Additional conduct
rules will apply to senior managers.
The core regime applies to all firms. The enhanced regime will
apply to larger and more complex firms. The limited scope regime
applies a lighter touch regime.
If you are a core regime or enhanced regime firm, you should
have (largely) the following senior manager roles: Chair (SMF9);
CEO (SMF1); Exec Director (SMF3); Partner (SMF 27); Compliance
oversight (SMF16); Money Laundering Reporting Officer (MLRO)
You will also have to place prescribed responsibilities on your
senior managers. If you are a limited scope firm your obligations
will be less. You should:
• identify what level of regime will apply to you
• identify your organisation’s governance structure: who is
responsible at senior level?
• check job descriptions - do they need updating?
• map your senior staff’s responsibilities
• build the regime into your employees lifecycle
• agree internal communications
• review your systems to ensure they are effective and can meet
the required recording and reporting standards.
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FCA complaint handling concerns

Staff incentives to customer outcomes

FCA review of creditworthiness in consumer credit

The Financial Conduct Authority (FCA) has written to CEOs
expressing concern about how firms handle complaints.
Following a review of how firms deal with complaints, the
regulator found material non-compliance with regulatory
requirements as well as other practices that gave cause for
concern. The main concerns included:
• firms failing to provide customers with required information
about the Financial Ombudsman Service (FOS), including
failing to provide details of the complainant’s right to refer
complaints to FOS
• firms failing to provide a clear explanation of the outcome
of the complaint and why this outcome has been reached
• a lack of management controls at firms to analyse and
remedy any root causes of complaints.

The Financial Conduct Authority’s (FCA) recent consultation
on this subject concerns not only lenders and collections
professionals, but also anyone selling finance, including dealers
and retailers.
This consultation identified ways in which such issues could
result in poor customer outcomes. It looked at schemes
which could encourage high pressure sales or collections,
and contained ineffective controls and/or no assessment or
management of the risks which the schemes posed.

In late July, the Financial Conduct Authority (FCA) published a
long awaited consultation CP17/27 on the proposed changes to
its rules and guidance on assessing creditworthiness in consumer
credit. A number of new provisions are proposed, including the
introduction of a definition of affordability risk, how and when
firms should use customer income and expenditure information
and strengthened rules on policies and procedures.

INFORMATION FOR CUSTOMERS
The DISP rules require firms to publish appropriate information
regarding their internal complaints handling procedures and
refer complainants to the availability of it. They also need to
provide information about FOS on their website. The FCA
found almost half of firms’ websites reviewed failed to include
references to FOS. In a quarter of websites there was also no
information on how to make a complaint and no signposting
where to get this information from. The FCA also found where
published procedures were available for review there was often
a lack of basic information such as when complaints would be
acknowledged or final responses issued.
QUALITY OF FINAL RESPONSES
Firms are required to investigate complaints competently and
explain to the complainant its assessment of the complaint, its
decision on it, and any offer of redress in a way which is fair, clear
and not misleading. The FCA found that in many cases there was
a failure to provide clear explanations of the assessment of the
complaint, including what investigation had been undertaken, the
decision itself and reasons why a complaint was rejected.
ROOT CAUSE ANALYSIS
A significant proportion of firms had failed to carry out a root
cause analysis on their main cause of complaints. Where they
had, there were few examples of such analysis resulting in other
customers who had not complained, affected by the same issue,
being identified, and where appropriate, provided with redress.
SUMMARY
The FCA consider a firm’s attitude to complaint handling to be
a strong indicator of the firm’s broader culture and that failing
to deal with complaints appropriately is likely to deliver unfair
customer outcomes. The importance of dealing with complaints
fairly therefore cannot be underestimated. Firms should take
note of the FCA’s findings and conduct an internal review as to
whether their current processes are compliant.
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David Wood

MANAGING PERFORMANCE AND BUSINESS CULTURE
The FCA’s overriding message relates to culture even in areas
which fall outside its regulatory perimeter if this impacts on
how a firm deals with its customers for regulated business.
The customer’s interests must be at the core of everything the
firm does. Rewarding high performance and penalising poor
performance by reference solely to sales, does not put good
customer outcomes at the forefront of the firm’s culture.
This creates a high risk of consumer detriment. Financial target
based performance schemes for managers lead to inadequate
emphasis on customer outcomes and quality of business when
carrying out performance reviews.
Such schemes require more overview to identify and mitigate
the risks of non-compliance, and more balance with factors
that focus on achieving positive customer outcomes such as
the quality of the sales process, customer satisfaction, properly
ascertaining product suitability, identification of vulnerable
customers and the manner of dealing with those customers.
More objective assessment of the effectiveness of such
schemes by those not directly involved in the work flows or
individuals involved is also required including independent audits
if necessary. Schemes that reward good behaviour, leading to
positive customer outcomes, as well as financial performance,
where risks are properly managed, could be good for business
and so these were not discouraged.
THE MESSAGE FROM THE TOP
Senior management agendas and communication should ensure
that the firm’s strategy is focussed on the required culture as
well as financial performance. The new duty of responsibility
under the extended Senior Managers Regime will create greater
accountability for driving the right culture.
CONCLUSION
There will be new rules and non-handbook guidance applying
(probably from early 2018) to all firms offering regulated
consumer finance and impacts even on related unregulated
activities (the sale of the underlying goods and services).
These will require procedures for assessing and managing
the risk posed by remuneration policies on the sale of
products or services which might be financed by regulated
credit agreements.

BACKGROUND
Reviewing the current creditworthiness rules in CONC has
been on the FCA’s radar for some time. For the past two years,
they have been undertaking research to establish how firms
have been interpreting and applying their rules and guidance
on creditworthiness, which includes the requirement to assess
affordability, a borrower focussed test. The focus has mostly
been on ensuring that firms are taking appropriate steps to
assess affordability in addition to their creditworthiness checks.
What the FCA found:
• most firms do consider affordability in some form and appear
to have implemented relevant processes
• there was evidence of some firms’ over compliance
(burdensome procedures) and under compliance (insufficient
checks) with the rules.
The FCA are seeking to clarify their expectations and improve
transparency so that firms are clearer about their obligations.
They do not intend to change their current approach, high level
principles are preferred with an emphasis on proportionality and
a focus on outcomes, rather than process.
They also state that:
• they want to avoid being prescriptive because the consumer
credit market is so broad and varied
• an affordability assessment is ‘not an exact science’
• there are benefits that automation and technology bring to
lending decisions and they do not want to discourage their use.
KEY PROPOSED CHANGES – MORE PRESCRIPTIVE?
That said, we think the changes go much further than clarifying
the existing rules. The FCA are proposing new and more
prescriptive requirements which firms will need to carefully
consider. This is probably inevitable, even if it was not the
intention. The key proposed changes can be grouped broadly
into the following areas: technical changes to the scope of
the CONC 5 requirements, introduction of a definition of
affordability risk, factors that should be used when designing
affordability checks, the role of income and expenditure in
assessing creditworthiness and affordability, assumptions to be
used, assessing creditworthiness where there is a guarantor and
expectations with regard to firms’ policies and procedures.

WHAT IS AFFORDABILITY RISK?
The proposed new definition of affordability risk is set out in
CONC 5.2A.9(2) and 10. A firm must assess the risk to the
customer not being able to make repayments:
• as they fall due over the life of the credit agreement, and
within a reasonable period (in the case of an open end
agreement)
• wholly out of income, unless the customer has clearly
indicated an intention to repay using savings or other assets
• without having to borrow to meet the repayments, or being
unable to meet other financial commitments
• without the repayments having a significant negative impact
on the customer’s overall financial situation.
Importantly, the FCA says that only the borrower’s individual
income can be used in the assessment and not household
income. We think this could have an impact on various segments
of society such as homemakers, those living with a relative
or parent or simply a spouse that is currently not working, for
example who may have either very low or no personal income,
yet household income may be high. This is likely to represent a
significant departure from current industry practice, at least in
some sectors, where household income is usually considered as
part of the assessment.
Firms can consider income from jointly held savings or assets
if the borrower is likely to have access to those funds to make
repayments, but this will still impact those segments where the
household income consists solely of one members’ salary and
there is no other income or assets.
POLICIES, PROCEDURES AND LENDING DECISIONS
The FCA proposes to introduce additional rules in relation
to policies and procedures in connection with assessing
creditworthiness and affordability. Firms must be able to
demonstrate that these (1) are in writing and (2) have been
approved by their senior personnel or governing body and (3)
are periodically reviewed to ensure they remain effective.
Firms are also expected to have an audit trail for all lending
decisions, for both new customer approvals and for significant
increases in credit. In particular, firms who offer running
account credit products such as credit cards will need to
consider how they will evidence this requirement for accounts
that may be open for many years, and where numerous credit
limit increases have been granted during that time.
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VAROOMA WINS BEST LOGBOOK
LOAN PROVIDER AT THE
CONSUMER CREDIT AWARDS

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

For further information on
how Sentinel can help your
business contact:
Mike O’Sullivan 01248 672940
07854 955070
Alternatively email
enquiry@anchor.co.uk

On Thursday 13 July Varooma were
announced as the ‘Best Logbook Loan
Provider 2017’ in an awards ceremony at
the Lansdowne Club, Mayfair, London.
The Consumer Credit Awards are voted
for by customers of each company that is
nominated, so it is one of the best ways to
evaluate the performance of a company in
the eyes of its customers.
Our team has worked hard so we decided
that we would make the awards ceremony
an evening out. The champagne reception
at start of the event gave everyone a
chance to mingle with other companies
and put a few faces to names we had
perhaps been in email or phone contact
with but never met.
We then took our seats at our tables
for the evening and Michael Fotis the
Founder of Smart Money People who
runs the Consumer Credit Awards gave a
speech which was followed by a set from
comedian Gary Delaney. If you haven’t
heard of him, he’s been on Mock the
Week a few times and was actually very
good on the night.
As a three course meal was served and the
wine flowed the winners in each category
were announced. From Mr Lender who

won ‘Customer Service Champion’ to
American Express who took away the
award for ‘Best Credit Card Provider’ there
were many well known brands receiving
awards. Most companies seemed to have
brought with them a good number of
people, some taking up two tables.
As they announced the next award to be
handed out was for ‘Best Logbook Loan
Provider’ our table fell silent, definitely the
only time during the night that happened.
We had no idea if we were going to win
or not, but we were all desperate to take
home the award because everyone has
put in so much effort to make Varooma
the successful company that it is today.
When it was announced ‘and the winner
is… Varooma’, the feeling was a mixture
of pride that our customers had voted
for us and appreciation for our team
who have worked so hard to get us
to the position of being named the
‘Best Logbook Loan Provider’.
As we collected the trophy, awkward
official photos commenced and before
we knew it we were back at our table
passing the trophy around for everyone
to take pictures with. After all that
excitement the rest of the evening

Peter Rickenberg
Director, Varooma

seemed to fly by and it was easy to lose
track of the winners being announced.
The event organisers had laid on a DJ and
play a casino following the presentation
of the awards which was a nice touch
and kept everyone entertained.
Looking back on the awards ceremony,
it was a very fun night for all our staff who
attended. However winning the award
is the culmination of years of dedication
to building Varooma up to being a brand
that puts customers first and a company
that takes pride in how we offer a level of
service that goes above and beyond the
norm in our marketplace.
It has inspired us to work even harder to
maintain our excellent reputation amongst
our customers and winning awards like
this gives us validation that we are very
much moving in the right direction.

JUST
REWARDS

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

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

CITY ENERGY LAUNCH NEW
PRODUCT: PAY AS YOU SAVE (PAYS)

HAMPSHIRE TRUST BANK FOCUSES
ON FURTHER ENHANCING
BROKER AND WHOLESALE
FINANCE OFFERING WITH NEW
MANAGEMENT APPOINTMENTS

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
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On 6 September, Hampshire Trust Bank announced two
new management appointments to its growing asset
finance team. Michael Godwin has joined the specialist
bank as Head of Operations and Robert Harris has
joined as Head of Wholesale Finance.
Michael will be focused on the development and delivery
of customer service and scalability to support the growth
targets of the business through improving automation,
the bank’s digital offering and process efficiency.
Robert will be responsible for building out Hampshire
Trust Bank’s wholesale finance offering, which includes
the established block discounting business.
These two senior asset finance hires follow the
appointment of Vincenzo Scalzone as Head of Broker
earlier this year, with plans for further recruitment in
the pipeline.
Jon Maycock, managing director of asset finance at
Hampshire Trust Bank, said: “Michael and Robert are
welcome additions to the senior asset finance team.
We are focused on employing sector experts that
have the experience and know-how to help shape
the business as we grow, assisting us in continuing
to improve the service we provide and developing
and enhancing our broker and
wholesale finance channels.”

MOTORMILE FINANCE UK LTD
ACHIEVES AWARD FOR
‘OUTSTANDING’ CUSTOMER SERVICE
Motormile Finance UK Limited (MMF), a market leader in
niche debt purchase and recoveries, have been awarded
a silver rating for ‘outstanding’ customer service, from
Investors in Customers (IIC). IIC, a customer experience
consultancy, surveys customers, staff and senior
management to assess how well a business understands
its customer needs and how well it delivers services that
meet those needs.
Denise Crossley CEO at MMF said: “We understand that
providing outstanding customer experience is essential
to ensuring that our business can continue to be a
market leader in our sector and we are thrilled that this
has been recognised by both our customers and staff.
This accreditation is testament to the hard work and
commitment of all the staff at MMF, in ensuring that the
customer is put at the heart of everything we do. We are
committed to reviewing the overall
feedback and building on this silver
accreditation towards aiming for
gold status.”

MACLAY MURRAY & SPENS
COMBINES WITH DENTONS, THE
WORLD’S LARGEST LAW FIRM

CALLCREDIT TEAM UP
WITH TOTALLYMONEY

Leading Scottish firm Maclay Murray & Spens announced
that it is to combine with Dentons, the world’s largest law
firm. The combination, which is expected to complete
later in 2017 following approval by the partnerships of
both firms, will offer clients the services of around 800
fee earners in the UK, including 200 partners, operating
from offices in Aberdeen, Edinburgh, Glasgow, London,
Milton Keynes and Watford.
“This combination will significantly enhance our scale
and capabilities in the UK,” said Dentons’ Global Chief
Executive Officer Elliott Portnoy. “Combining with strong,
independent and well established firms is central to
Dentons’ ‘in and of the community’ ethos, and with its
rich history in the Scottish market Maclay Murray & Spens
fits very much into this category. Following soon after
our recent combinations with equally high-quality firms
in Latin America and the Netherlands, this development
accelerates Dentons’ momentum as we continue our
journey ‘from largest
to leading.’”

TotallyMoney has launched a Live Credit Score service
that provides customers with information about changes
in their credit status each time they log in. Credit file
data is provided by Callcredit and customers now have
access to six years’ of credit history information and
receive real-time notifications to help them understand
any changes in their live credit score.The TotallyMoney
service introduces an innovative new sign-up process that
removes the requirement for customers to provide any
credit card details as part of the ID verification. Developed
by Callcredit and rolled out first to TotallyMoney, this
new sign-up makes it easier for customers to get their
credit report while still providing secure registration and
data security. The TotallyMoney service also introduces
a unique, proprietary Borrowing Power algorithm. Under
a different credit reference agency partnership, this uses
information from both the customer’s credit position and
real-time market-wide lending data, to show them how
likely they are to be accepted
for credit, without impacting
their credit rating.

PAYS is a unique and specialist loan exclusively
developed by City Energy South Wales for ECO grant
funding customers.
“We work with some of the most vulnerable in society,
providing heat and warmth through grant funding
solutions. We are determined to help eradicate cold
homes for one family at a time. Over the years, we have
experienced upset from and with our customers when
the grant just doesn’t cover it. Having to walk away from
people in cold homes is hard for them and upsetting
for us too. Our Pay As You Save loan bridges the gap
between the grant and the full cost of a new boiler or
insulation. We don’t lend any more than 1/3rd of the cost
to provide best value for our customers, ensuring this
loan is affordable to most
home owners.”

CABOT CREDIT MANAGEMENT
TO ACQUIRE WESCOT
Cabot Credit Management, one of the largest credit
management services providers in Europe and the
market leader in the UK and Ireland, has entered into an
agreement to acquire FCA authorised Wescot, a leading
UK contingency debt collection and business process
outsourcing (BPO) services business.
This is Cabot’s second strategic acquisition this year
in the UK following the investment in Orbit Services, a
specialist in the public utilities debt servicing market.
In total Cabot has invested in excess of £100m in the
acquisitions of both Wescot and Orbit which have
added in excess of
£200m per annum in
contingency collections
plus significant BPO
collections to the group.

EQUINITI GROUP PLC ACQUIRES
NOSTRUM GROUP
Equiniti Group plc, the FTSE listed FinTech and
regulatory services business, has announced the
acquisition of the Nostrum Group Limited.
Nostrum is a fast growing, award winning provider of
end-to-end loan management technology that helps
banks, finance companies and retail brands provide
innovative credit solutions to their customers. They
deliver services that support the whole lifecycle of
lenders’ operations from front end lead generation and
application processing through to customer servicing.
The acquisition strengthens Equiniti’s position in
the lending sector and consolidates the strategy of
providing technology enabled loan and mortgage
solutions to meet the requirements of this fast moving
market place, building on the technology platforms of
Pancredit and the loan, mortgage
and insurance servicing permissions
of Gateway2Finance.
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LOW LEVELS OF FINANCIAL CAPABILITY
ADDING 4% TO UK FIRMS’ PAYROLL COSTS
Supported by

Erik Porter, Head of Adult & Industry Programmes

12-16 MARCH 2018 | LONDON

EUROPE’S LARGEST GATHERING
OF CREDIT PROFESSIONALS

Poor mental health, strained personal
and professional relationships and low
levels of job satisfaction linked to money
worries are massively impacting the
workplace.

too. Studies have shown that improved
financial capability can contribute more
to wellbeing and health than even four
figure wage increases. And that’s where
we come in.

We all know it from our lives, our friends
and colleagues, but now evidence shows
the very real impact money related
stress has on the workplace. According
to recent work from The Social Market
Foundation, 40% of us are stressed by
money worries and one in eight lose
sleep over it.

At The Money Charity, we work with
adults on four key areas: knowledge of
the financial world, the skills to be able
to draw up plans and make reasoned
choices, the attitude, desire and
commitment to managing money well,
and behaviour, bringing it all together and
actively managing your money well on a
day to day basis.

It hits employers too. One in eight
employees loses concentration and 6%
have missed work because of money
worries. Research conducted by Barclays
indicates that almost half of all stress
related absences from work are related to
financial distress, an estimated five million
working days a year.

Where the UK and European credit industry attends a
week of conferences, meetings and networking events

HOW DO WE IMPROVE FINANCIAL
CAPABILITY?
What can workplaces do about it?
Fortunately, the answer does not only lie
in increasing wages, improving financial
capability can make a huge difference

Call
+44(0)20 7940 4835
SILVER PARTNER

Email
events@creditstrategy.co.uk
SUPPORTERS

As the UK’s national financial capability
charity, we believe that everyone has the
ability to get, and stay, on top of their
money, and our training programme
helps people do just that.
As well as a range of resources on our
website, we offer face to face financial
capability training to help employees.
We look at the practical side of money,
such as developing budgets and setting
priorities, and, crucially, help participants
to explore their emotional relationship
with money.

Our workshops provide a safe
environment which encourages
participants to fully engage with a taboo
subject, the key to helping people
develop new attitudes and behaviours
towards money. People who have been
through the workshops tell us about
their increased confidence in managing
money, reduced overspending, greater
saving and less worry.
We want to work with your employees to
help get the most out of their lives and
you to get the most out of them.
We know you can’t always wave a magic
wand and increase pay, but we can help
you get the most out of your employees
by helping them put their other money
worries behind them. Find out more by
contacting erik@themoneycharity.org.uk,
0207 062 8933.

A MAGIC
WAND?

NEW WEBSITE LAUNCHED

creditweek.co.uk
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It costs an average
of £30.23 per day
to raise a child from
birth to the age of 21.

An average of
£22,377 was
spent every
second using
debit and
credit cards.

Citizens Advice Bureaux in
England and Wales dealt with
3,473 new debt problems
every day during April 2017.

The population of the UK
grew by an estimated
1,286 people a day
between 2014 and 2015.
248 people a day are
declared insolvent or
bankrupt. This is equivalent
to one person every
6 minutes 13 seconds.
In Q1 2017,
households saved a
record low average
of 1.7% of their
post-tax income,
including benefits,
in Q1 2016 this was
more than double
that at 6.1%.

Outstanding mortgage
lending stood at
£1.347 trillion at the
end of July.

13 properties are
repossessed every day,
or one every 1 hour and
50 minutes.

The Government
debt shrank
by £6.5m
a day during
July 2017
(£75 per second).

56 mortgage possession claims
and 36 mortgage possession
orders are made every day.
349 landlord possession claims
and 274 landlord possession
orders are made every day.

SEPTEMBER
2017

On average, a
UK household
spends £3.40
a day on water,
electricity
and gas.

Borrowers would repay £137
million a day in interest over a
year, based on July 2017 trends.

0.32% - The average
return on an instant
access cash ISA in July.

£376 - The average rent
for a single room in the
12 months to March 2017.

£600 - The average rent
for a single London room
in the 12 months
to March 2017.

JULY 2017

Annual borrowing growth rates

Mortgage approvals

Gross mortgage borrowing of £13.2bn in July was much
in line with recent months but 5% higher than July 2016.
Annual growth in net mortgage borrowing in July was 2.5%.
Annual growth in credit card borrowing was 5.3%, while
personal loans and overdrafts saw a decline in the rate
of contraction, from -1.3% to -0.9%*. Annual growth in
consumer credit overall has increased from 1.9% to 2.0%.

House purchase approvals of 41,587 in July were
similar to the monthly average of 41,567 over the
previous six months, but 9% higher than in July 2016
which reflects a slow period in the middle of last
year around the time of the referendum.
Remortgaging approvals of 26,133 were up on the
monthly average of 25,284 over the previous six
months and 3% higher than in July 2016.
Other advances approved were 20% higher than in
July 2016.

Household borrowing

Number of approvals

*estimated underlying growth in on-going business, after reflecting a group
restructure of balance sheet allocation of personal lending.

UK CARD EXPENDITURE STATISTICS – JULY 2017
The number of card payments grew strongly
in July reaching a monthly total of just below
1.4 billion, up by 11 million (+0.8%) on June.
The main contributors to this increase have
been the ongoing migration of cash payments
to cards, enhanced by increased use and
acceptance of contactless cards. The number
of contactless payments accounted for 36% of
total purchases, up from 19% a year ago.

1,230 people
a day reported
they had
become
redundant
between April
and June.
The Pensions Regulator estimates that at
least 8.527 million employees had joined
a pension scheme under auto-enrolment
by the end of August 2017.
According to the Family Resources Survey,
42% of adults actively participated in a
pension in 2014/15, up 5% on the previous
year. This was 60% for employees, and
16% for the self-employed.
The Annual Survey of Hours and
Earnings reports that 59.2% of
employees were receiving an employer
contribution to their pension.
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HIGH STREET
BANKING

Card spending also continued to increase,
recording the strongest monthly growth
(+0.7%) since December 2016, mainly driven
by warmer weather and a weaker pound,
attracting more foreign spending.
The value spent reached £57.8 billion, which
was £385 million above the level recorded a
month ago. Spending online grew by £170
million (+1.1%) and amounted to £15.7 billion,
accounting for 27% of total spending, up from
23% in July 2016.
Card spending grew at an annual rate of 7.4%
in July, up from 7.2% in June. The annual
growth rate has increased continuously after
reaching a low of 4.0% in October 2016. This
acceleration, in part stems from higher annual
inflation, growing steadily to the highest levels
since 2013.
Debit card spending grew by 7.4%, while credit
card spending increased by 7.3%. Annual
growth in the services sector (9.5%) continued
to exceed that in retail sales (4.9%). Year-onyear growth within
services has been particularly strong in hotels
(27%) and other services (19%). Spending
on automotive fuels recorded the strongest
growth in the retail sector (11%), followed by
mixed businesses (7.3%).
Meanwhile, the annual growth rate of the
number of purchases continued to exceed that

of amount spent. The total number of card
payments grew by 12% over the last twelve
months – the highest rate since June 2008,
driven by a robust rise in online (+21%) and
contactless (+137%) purchases.
The average transaction value (ATV) on all card
payments continued on a downward trajectory
and reached the lowest level in 17 years.
Between June and July the ATV fell further, by
5p to £41.47, and compares to £43.52 a year
ago and £50.54 at its peak in July 2011. The
ATV for debit cards decreased slightly by 2p to
£37.71, and the ATV for credit cards fell by 13p
to £54.90.
Within the sectors, the retail sales ATV declined
by 10p to £29.63, while the ATV for services
fell to £61.90, after decreasing by 14p. The
largest decrease was registered in the vehicle
sales & services subsector, which recorded an
ATV fall of £1.38 in July, while financial services
registered the largest increase, growing by
£2.25 during the month.
During July the ATV via the online channel
increased by £1.32 to £85.80, and the ATV on
contactless cards grew by 15p to £9.39.

sector increased by 4.3 million (0.5%) to 882
million, with the corresponding spend rising by
£41 million (0.2%) to £26.1 billion. Meanwhile,
the number of transactions in the services
sector grew by 6.7 million (1.3%) to 511 million,
corresponding to a rise in spending of £344
million (1.1%) to £31.6 billion.
The largest increase in retail spending came
from the other retail sub-sector, where
spending increased by £20 million on June
to £4.2 billion, mainly owing to increased
spending at jewellers and sports shops.
The food & drink sub-sector also contributed
strongly, registering an increase of £18
million to £10 billion. Meanwhile, spending
on automotive fuels decreased for the fifth
consecutive month to £2.8 billion, down by
£10 million on June.
The largest growth within the services sector
was registered at other services, increasing
to £9.2 billion, up by £130 million on June,
with the majority of this increase coming from
government services. Financial services also
contributed strongly after growing by £128
million to £7.4 billion.

The number of transactions within the retail

At a glance key figures for July 2017
Total spending
Annual growth
Number of
(£ billions) rates for spending purchases (Millions)
2017 2016
2017 2016
2017 2016
All payment cards

57.8

54.2

7.4% 4.6%

Of which online *

15.7

12.5

23.6% 6.6%

183

152

Debit cards

41.0

38.5

7.4% 5.3%

1,088

962

Credit cards

16.7

15.7

7.3% 3.0%

305

283

1,393 1,244
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HOW “HARD MARK” CREDIT
CHECKS ARE QUIETLY
COSTING CONSUMERS
TSB Chief Executive, Paul Pester, recently
highlighted that the cost of a loan is often
driven up, not because of a change in the
applicant’s financial circumstances, but by
the way lenders use credit checks during
the application process.
To understand Pester’s point, it’s
important to recognise that there are
two types of credit check: hard and
soft. Hard credit checks are designed
to be performed at the point at which
an individual formally applies for credit.
These checks leave a mark on the
individual’s credit report and impact the
applicant’s future eligibility. Soft credit
checks, on the other hand, are designed
to be performed much earlier in the
process at the enquiry stage, are ‘for
information only’, and therefore have
no impact on eligibility. They leave no
footprint at all.
Multiple ‘hard marks’ on an individual’s
credit report suggest that the individual
has unsuccessfully applied for credit
from a variety of different lenders and
must therefore be a high-risk candidate.
Consequently, new creditors automatically
categorise them as ‘higher risk’ and
therefore apply a more expensive rate.
A consumer could inadvertently be
damaging their credit score and hiking
the cost of borrowing simply by shopping
around for the best product. TSB
estimates that this practice is already
leading to consumers losing out by
up to £400m every year.
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WHAT CAN BE DONE?
Lenders should select their sourcing
systems judiciously. Sophisticated
systems enable lenders to apply the right
kind of checks at the appropriate time,
safeguarding their customer’s credit
rating while still performing eligibility
assessments.
Given the current regulatory climate, it is
likely this process will come under scrutiny
in the near future. The Financial Conduct
Authority’s renewed focus on transparency
and Treating Customers Fairly points
to the direction of the market. Systems
that integrate governance, auditability
and reporting, and clearly demonstrate
responsible lending practices will be
regarded favourably.
A portion of consumers will still be
declined loans at the formal application
stage, as soft checks do not guarantee
success, they only indicate the likelihood
that a loan will be granted.
THE END OF THE ROAD?
All too often, declined applicants must
begin the entire application process
from the start. This is a travesty for all
parties and a colossal waste of time and
resources. The customer leaves empty
handed, the broker gets nothing and the
lender fails to close on a valuable piece
of business.

Sarah Jackson
Sales Director, Equiniti Credit Services

A far better approach would be for the
broker or lender to continue the dialogue
with the applicant and immediately
offer an alternative product. This would
maintain the exclusivity of their customer
relationship and deter them from
looking elsewhere. Moreover, since the
application data is already available (and
further refined to take into account the
reasons for the previous decline) it can be
re-used, saving time for everyone.
By using intelligent decisioning
technology all this is achievable today.
The objectives of the broker, lender
and customer can still be achieved
even when an application fails,
through the immediate identification
of viable alternative credit options
for newly declined applicants. These
technologies not only eliminate customer
disappointment by refocusing them on
alternative products, but also enable
lenders and brokers to generate revenue
and demonstrate that they are going the
extra mile for their customers.

THE END
OF THE
ROAD?

Vienna

one smart system
for unlimited lending
Vienna’s new business portals are easy to use making it simple to apply online,
and to get a very fast response. Portals are available for all lending products
and can be used internally as well as by your introducers and end customers.
Vienna’s consumer new business portals
include an adaptable credit gateway
for automated underwriting that is both
consistent and safe.
Vienna’s digital self service portals give
both the consumer and commercial
customer immediate access to information
and to controlled management for all their
accounts; services that are extremely
efficient and can dramatically reduce your
cost of day to day operations.



Vienna may be deployed as a service hosted
by Oyster Bay or by any approved provider,
on Azure, or as your own in house application.
Our technical team will work with you and with your
partners to integrate any third party application with
Vienna’s tried and tested API interfaces.
We have a ﬂexible approach to licences, and you
can choose the type that best suits your needs
from startup, site, company, country, global, SAAS,
portfolio management or standby service options.

ﬂeet lease and vehicle management personal and commercial loan retail ﬁnance
contract hire with service hire purchase and pcp stocking loan asset ﬁnance retail ﬁnance












call: 01792 797222 visit: oysterbaysystems.com

