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Our November conference was once 
again a sell-out. We would like to thank 
all delegates who attended and all of the 
exhibitors and sponsors who supported 
the event. Conference 2018 ‘The Way‘ 
will address leadership, tone and culture 
(Senior Managers and Certification 
Regime) and provide exemplars, and 
exceptional case studies. We expect 
another sell-out, so book early.

As this magazine goes to print we are 
approaching the season of goodwill and 
we wish all of our members, affiliates and 
supporters a very happy and peaceful 
festive period. 2018 will bring a new set 
of issues, but rest assured your trade 
association will be fighting your corner, 
pressing your cause, and attempting to 
right the wrongs.

It has been said that the curse of modern 
politics is a plethora of good intentions 
and poor outcomes. There is a major 

threat over the next two years that 
further policies and poor outcomes 

will impact on the consumer credit 
market, resulting in the lack of 

affordable credit being offered 
to the many, not the few.
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L T C  T H E NEW TCF
CCTA VIEW FINDER

The consumer credit market has already 
been decimated since the introduction 
of the Financial Conduct Authority (FCA), 
from 33,000 authorised firms reported 
by the FCA at conference, compared to 
96,000 Office of Fair Trading consumer 
credit licences in 2012. Be in no doubt 
that further disruption will take place 
after the introduction of the FCA Senior 
Managers Regime in 2018, and further 
CONC guidance on affordability and 
credit worthiness.

Now more than ever the industry 
requires strong leadership, strong 
messaging, strong negotiations supported 
by pertinent, timely, and potent 
communications. We will be further 
increasing our positive engagement 
with politicians, consumer groups, and 
all relevant stakeholder groups. We are 
formulating a fully rounded approach 
that will further assist in the provision of 
quality research and analysis to progress 
the education and understanding of 
policy makers and regulators alike.

In order to advance our current public 
affairs work we are setting up a Public 
Affairs Committee in late January 2018 
for directors and senior public affairs 
personnel to attend. We are also setting 
up a Leadership Consortium to assist 
with Leadership, Tone & Culture (LTC) 
opportunities from the FCA SM&CR 
arrival in 2018. 

CCTA will be in the vanguard of this vitally 
important component of FCA supervision. 
Many of the firms ‘asked’ by the regulator 
to withdraw from the market in 2016 
were because of the culture of the 
firm. Needless to say all firms should be 
addressing LTC with the same fervour 
that they addressed Treating Customers 
Fairly (TCF).

You will find opposite the 2018 Arminius 
Almanac. I will make only one prediction, 
that is by the end of 2018 LTC will be the 
new TCF.

THE 2017 PUBLIC AFFAIRS PROGRAMME

Greg Stevens 
Chief Executive,

CCTA

CCTA PUBLIC AFFAIRS UPDATE

ARMINIUS 
ALMANAC 2018 
BREXIT
Brexit is rather like climate change, 
everything appears to be getting gradually 
more turbulent. In 2018 negative gloom 
laden press coverage will continue. There 
will, however, be the announcement 
of a transition period after 2019, for at 
least two years, probably three (which 
will bring us nicely up to a 2022 general 
election). Consumers will decide there 
are no changes imminent and will sustain 
their optimistic outlook. 

SMES AND NON-STANDARD 
CONSUMERS WILL SUFFER
In 2016 the Financial Conduct Authority 
(FCA) Financial Lives survey asserts  
3.1 million adults used an unauthorised 
overdraft facility, and informal or  
non-regulated loans included 3.6 million 
UK adults borrowing from friends and 
family, and 100,000 borrowing from 
unregistered (illegal) lenders, a figure much 
higher than ever previously acknowledged. 
3.1 million used regulated non-standard 
loans. It is interesting to see how many 
people are now having to operate outside 
the regulated consumer credit market. 
They are ‘protected’ by being unable to 
access regulated credit. This situation will 
get worse but the FCA has no interest, 
since such consumers are not within its 
regulatory remit. 

Regulatory costs will rise again substantially 
and the FCA predictions in 2013 (Annex 3 
to CP 13-7 High-level proposals for an FCA 
regime for consumer credit) that increased 
annual regulatory costs for firms, including 
fees, of between 0.1% and 0.2 % of 
turnover, will look an even more fantastic 
underestimate.

CMCS UNDER CONTROL?
The high point of 2018 will be that Claims 
Management Companies (CMCs) will 
come under FCA regulatory supervision. 
The authorisation process alone will push 
most of them out of business, but this 
will take a while so an increase in CMC 
activity is to be expected next year, too. It 
will be interesting to see if some law firms 
manage to wriggle out of FCA supervision, 
the Law Society is already lobbying to keep 
legal activities outside the remit of the 

Senior Managers and Certification Regime, 
also due to arrive for credit firms in 2018.

CONSUMER CREDIT ACT 1974 REVIEW
The FCA review of the 167 provisions of 
the Consumer Credit Act (CCA) 1974 that 
were not included in FCA rules initially, 
was due to be detailed in 2017 and 
reported to the Treasury by April 2019 after 
an initial consultation, which we should 
expect in 2018. Wholesale transfer of the 
remaining CCA 1974 provisions could 
finally remove all vestiges of the rule of law 
in consumer credit contracts and leave the 
FCA as quasi-judicial arbiter. 

GOODS MORTGAGE ACT
The Bills of Sale Acts used by logbook 
loan suppliers will be replaced with a 
Goods Mortgages Act to govern the 
way that individuals may use goods they 
already own as security for loans, while 
retaining possession of them. This could 
lead to opportunities for new forms of 
secured lending.

RENT TO OWN
2018 is likely to see the demise of rent to 
own high street stores as we know them 
due to media and political lobbying, and 
regulatory intervention. Whether a rental 
only business model can be achieved 
to replace the credit element, which is 
seriously criticised, has yet to be seen.

DATA PROTECTION
A UK Data Protection Act will come into 
force to enshrine the EU General Data 
Protection Regulation. The new rights 
for consumers will be heavily reported 
in the media, probably inaccurately. We 
will see consumers trying to withdraw 
their consent to processing which is in 
fact subject to a contract. The rules on 
consent will, however, significantly impact 
lead providers and producers of marketing 
lists, and firms that use them will have to 
take great care about their own liability 
when it transpires (as it will) that many 
leads and lists have been acquired without 
the level of consent necessary.

STATUTORY BREATHING SPACE
This is the one good idea that 
could go horribly wrong. The 
statutory breathing space 
will not cause anything 
but bureaucratic issues 
since most lenders 

offer comparable forbearance now. But 
the associated statutory repayment plan 
will attract opposition from insolvency 
practitioners who will see their lucrative 
Individual Voluntary Arrangements under 
threat. It will also be a bureaucratic 
nightmare, making it equally unattractive 
to debtors, debt managers and lenders. A 
rule making and enforcement organisation 
will have to be set up, logically the new 
(but as yet unnamed) Single Financial 
Guidance Body which comes into being in 
2018. This could have the unenviable task 
of defining which debtors can have the 
statutory breathing space and repayment 
plan, who can authorise each case, 
and whether or not all debts including 
HMRC, DWP, Council Tax, utilities and 
tecomms providers will be included on 
an equal basis with consumer credit and 
mortgage debt. If this is not achieved, an 
incomprehensible muddle will ensue. 

FINANCIAL OMBUDSMAN
Something dramatic will happen to, or 
within, FOS in 2018, it is just difficult to 
predict what. Check out the over 350 
reviews on the Glassdoor website to 
see the internal problems. But it may 
also come to light that some claimants 
are on the profit making bandwagon 
(from the start 4% of all PPI complaints 
to FOS were made by consumers who 
had never had a PPI contract) and that 
because complainants’ claims are 
not investigated fully, the FOS can 
be misled (especially by Claims 
Management Companies).  
This has been going on for a 
long time, and may well be 
spotlighted in 2018, with 
a loss of confidence in 
FOS impartiality.

A BREXIT IS 
RATHER LIKE 

CLIMATE CHANGE, 
EVERYTHING 

APPEARS TO BE 
GETTING GRADUALLY 

MORE TURBULENT
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A VOICE OF PASSION...
POLITICAL, PUBLIC POLICY, PUBLIC            AFFAIRS AND REGULATORY UPDATE

POLITICAL, PUBLIC POLICY, PUBLIC 
AFFAIRS & REGULATORY UPDATE
There are many disruptive issues in 
our industry, the country, and indeed 
the world. In an ever changing world 
with exponential communication 
channels, many of which are 
‘dumbed down‘, the biggest problem 
is getting airtime and quality 
messages to key influencers.

POLITICAL
As we inexorably head towards the 

New Year we thought it would 
be useful to detail our plans 

for 2018. We have made 
tremendous strides during 

2017 to further our 
political, public policy, 

and public affairs 
agendas. Our 

collaboration 

FINANCIAL CONDUCT 
AUTHORITY FINANCIAL 
LIVES SURVEY 2017: 
SUMMARY OF FINDINGS
The Financial Conduct Authority 
Financial Lives Survey 2017 is the first 
wave of their new tracking study. 
The survey has been offered to wider 
use by the public and stakeholders 
and weighted data tables have been 
released alongside the report and are 
available for wider research purposes 
following agreement by the FCA. While 
the Financial Lives Survey considers a 
wide range of the financial products, 
this summary reflects only the findings 
generally relating to consumer credit.

KEY FINDINGS
3% of UK adults are unbanked, and 77% 
of them show characteristics of potential 
vulnerability. 1 million UK adults are both 
unbanked and potentially vulnerable.

Of those unbanked, the most affected 
group are aged 18-24.

People showing characteristics of 
potential vulnerability are twice as likely 
to have used high cost credit in the last 
12 months as other UK adults.

75% of UK adults have had one or more 
consumer credit products or loans in the 
last 12 months.

3.1 million UK adults have one or more 
high cost loans now or have had one in 
the last 12 months, including, for example, 
payday loans and home collected loans.

12.9 million adults (25% of all UK adults) 
have been overdrawn in the last 12 
months.

3.1 million adults have used an 
unauthorised overdraft facility, either by 
exceeding their limit or never arranging 
one, in the last 12 months.

Informal or non-regulated loan use in the 
last 12 months include 3.6m UK adults 
borrowing from friends and family, and 
0.1 million borrowing from unregistered 
lenders.

18% of all UK adults with a payday loan 
are 18-24 year olds.

37% of all UK adults with a payday loan 
are 25-34 year olds.

25-34 year olds are big users of consumer 
credit, especially those with young 
families. 

REGULATORY
We cannot keep regulation out of 
the equation. We have had a very 
active year with the Financial Conduct 
Authority (FCA), and found them to be 
actively listening during consultations 
and discussions. We are still awaiting 
further guidance from the FCA on key 
issues such as affordability & credit 
worthiness, and the Senior Manager 
and Certification Regime (SMCR) 
which will bring accountability and 
responsibility in its wake. Financial 
Ombudsman Service issues still 
abound and we are pressing for the 
FCA to bring forward their review of 
claims management companies.

CCTA ROUNDTABLES, DISCUSSION 
GROUPS, & PODCASTS 
CCTA will be running a series of 
roundtables throughout the year 
on pertinent issues that the industry 
wants to raise a debate on. We will 
be drawing from a wide intelligence 
pool to seek solutions, and provide 
meaningful media activity to promote 
specific causes. The discussion 
groups will be a tighter industry and 
affiliate group again aimed at solving, 
or promoting specific causes.

We have already launched our 
podcasts, the 2018 cycle will 
commence in January. All of the 
current podcasts are available to 
access on the CCTA website.

We still have a great industry, there 
are still many challenges ahead 
but together, through leadership, 
collaboration across all stakeholder 
groups, and meaningful dialogue we 
can forge a new beginning, but we 
need a louder, pertinent, articulate, 
and challenging voice.

We believe that CCTA has the 
eclectic position, experience, and 

legacy to be a voice of passion, 
logic, and significance. 

JUST UNDER 8 MILLION ARE OVER 
INDEBTED
Just under 100,000 have used an 
unregistered lender in the last 12 months.

When interviewed, 7% of UK adults were 
borrowing from friends and family, or had 
done so in the previous 12 months; 6% 
had taken one or more high cost loans  
in the same period. 

Credit cards are the most widely held 
credit product. Three fifths (62%) of all 
UK adults, or 31.6 million people, have 
a credit card, but only one fifth (19%), 
or 9.6 million people, revolve a balance.

Nearly 13 million UK adults have been 
overdrawn in the last 12 months.

Of those overdrawn in the last 12 months, 
24% have had an unauthorised overdraft. 
This equates to 3.1 million people, or  
6% of all UK adults.

Overdraft use is higher for younger adults 
than for older adults. For example, two in 
five (38%) adults aged 35-44 have been 
overdrawn at some point in the last  
12 months, compared with one in five 
(19%) adults aged 45-54.

Motor finance is used by just over  
5 million UK adults. 

Those with characteristics of potential 
vulnerability are more likely than the non 
vulnerable to hold more expensive forms 
of credit. They are less likely to hold any 
form of insurance or protection, savings 
or investments. They are twice as likely to 
have high cost credit, and four times as 
likely to have a Post Office card account.

At least 9% of UK adults, or 4.5 million 
people, state they have been declined 
a financial services product in the last 
two years. 

More had been declined a credit card or 
a personal loan than any other product. 
These customers are more likely to 
be over indebted. This suggests that 
providers may have been right to refuse 
these customers. 

100,000 of those in credit arrears in 
the last 12 months have found their 
provider to be unsympathetic, 
not willing to allow them more 
time to pay, and not to have 
encouraged them to use 
free debt advice.

with Centaurus Communications has 
ensured that we have an additional 
constant voice in the corridors of 
power in and around Westminster, 
Whitehall, Victoria and Canary Wharf. 
Centaurus also provides the secretariat 
for the All Party Parliamentary Group 
(APPG) on Alternative Lending, which 
provides access to parliamentarians 
driving that particular APPG, and the 
APPG on Personal Debt. 

PUBLIC POLICY
We have forged closer links with key 
stakeholder and consumer groups 
during 2017 and are increasing our 
collaboration during 2018 to further 
educate stakeholders on key issues. 
CCTA presented the case for high cost 
credit (including credit cards and bank 
overdrafts) at the MALG conference 
in November. We are assisting a 
mutual partnership on difficult areas 
of concern destitution and poverty, 
which are social policy issues, not 
the bailiwick of consumer credit.

PUBLIC AFFAIRS
2018 has been an extremely active year 
with public affairs work being stepped 

up, and our communications in 
particular have gained more 

column inches that ever before. 
We have also launched an 

enhanced website with a 
distinct corporate feel, 

and received far more 
hits from the press 

and media.

25-34 year olds have above average 
holdings of credit or loan products. 

Women aged 18-24 years old are far 
more likely to use credit than men of the 
same age. Half (48%) of women aged 
18-24 have used some form of credit 
or loan in the last 12 months, compared 
with 37% of men.

Despite making up only 18% of all UK 
adults, 25-34 year olds account for 
around one quarter of all UK adults who 
hold a personal loan (24%), revolve a 
credit card balance (25%) and hold a 
motor finance agreement (23%). They also 
account for 22% of those borrowing using 
any retail finance product, which includes 
borrowing on store cards, catalogue 
credit or other retail credit.

9% of 25-34 year olds have held at least 
one high cost loan product at some point 
in the last 12 months. 25-34 year olds are 
the most likely age group to use payday 
loans (3%) or short term instalment loans 
(2%), making up three in eight (37%) and 
three in ten (29%) respectively, of all UK 
adults who have had these forms of 
lending in the last year.

Around one in twenty (6%) UK adults, 
or 3.1 million people, have a high cost 
loan now or have had one in the last 12 
months. This includes payday loans (single 
payment), short term instalment loans, 
home collected loans, pawnbroking, hire 
purchase (other than for a motor vehicle) 
and logbook loans.

Payday loans, short term instalment 
loans and pawnbroking are more popular 
with younger adults (18-34 year olds) 
and singles. Hire purchase and logbook 
loans are more popular with older adults 
and couples.

Home collected loans and payday loans 
are used more by women than men.

High cost loan products are most used 
by adults:

• aged 25-34 (9%) and 35-44 (9%)

• with financially dependent children 
(9% - one or two children, 14% - three 
or more children)

• who are single parents (14%), in 
particular single parents aged 18-34 (17%)

• who are unemployed (9%)

• who rent their home (9%)

• with a physical or mental health 
condition or illness that affects their day 
to day activities a lot (9%)

• with no savings or investments (16%).



PUBLISHED: 26 SEPTEMBER 2017 

SETTING LEADERSHIP, TONE 
AND CULTURE STANDARDS 
FOR THE FINANCIAL SERVICES 
INDUSTRY
The consumer credit industry faces 
some of its most challenging times 
yet as commentators and government 
look for someone to blame for the 
latest ‘debt crisis’. Consumer credit is an 
obvious target, however, we know that 
the regulator will soon learn that it is not 
possible to further ‘protect’ the vulnerable 
without increasing costs. Inevitably this 
will reduce access to credit for those that 
need it most. Now is the time that the 
industry must display leadership across 
the sector, we must set out our path 
and go forth, determined and resolute. 
We must set the tone and culture that 
all others in the wider financial services 
market will follow...

For full article visit: www.ccta.co.uk

PUBLISHED 26 SEPTEMBER 2017

PCP: ARE WE HEADING FOR A 
MAJOR CRASH?
Opinion and forecasts for the Personal 
Contract Purchase (PCP) market are 
proliferating at the moment as we hear 
from MP’s, consumer groups and the like, 
about the potential impact that the ‘debt 
crisis’ could have on the PCP market, 
especially as affordability criteria is 
tightened and interest rates are set to rise. 
At CCTA, we are aware of the  
issues that the PCP market is facing.  
We continue to lobby on your behalf  
on access to credit and access to 
funding to ensure the regulator takes 
heed of the warning signs.

For full article visit: www.ccta.co.uk

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: 31 OCTOBER 2017

PRE-CONFERENCE PODCAST: 
DISAGREEMENT GUARANTEED
As a curtain raiser for CCTA conference 
week, I was joined in the studio by two 
experts from the worlds of consumer 
advocacy and the law: Mick McAteer  
of The Financial Inclusion Centre and 
Nikki Worden of the law firm, Osborne 
Clarke. In a wide ranging discussion, 
we touch on ‘Breathing Space’, the 
seriousness of borrowing levels, 
the rise of PCP, the future of credit 
cards, creditworthiness and one 
of the key themes for this year’s 
Conference, Leadership, 
Tone and Culture...
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SELECTED 
BLOGS AND 
COMMENTARY 

All articles can be read in full on our 
website ‘news’ and public affairs’ 
pages: www.ccta.co.uk

PUBLISHED: 6 OCTOBER 2017

THE CHANGING FACE OF 
CONSUMER CREDIT
The face of the heavily regulated 
industry is starting to change 
significantly. With stagnant wages and 
impending interest rate rises, never 
before has it been more important 
to ensure the consumer has access 
to responsible credit...

For full article visit www.ccta.co.uk

PUBLISHED: 10 NOVEMBER 2017

TREASURY SELECT 
COMMITTEE ANNOUNCES 
INQUIRY INTO HOUSEHOLD 
FINANCES
Followers of Treasury Select 
Committee (TSC) Chair, Nicky 
Morgan MP will have anticipated the 
announcement on 8th November that 
the TSC has launched a formal inquiry 
into household finances, honing in on 
income, savings and debt. The inquiry 
aims to consider the state of UK 
household balance sheets, including 
whether households are saving 
adequately in the current economic 
environment, problematic and 
over-indebtedness, inter-generational 
issues, lifetime financial planning and 
the effectiveness of the market in 
financing solutions and products 
to low income households... 

For full article visit www.ccta.co.uk

INQUIRY TO SCRUTINIZE PROBLEMATIC INDEBTEDNESS... ‘BREATHING SPACE’ SCHEME LAUNCH... CREDIT CARD RATES HIT TEN YEAR HIGH... RISING DEBT AMONG YOUNG... BIGGEST SQUEEZE SINCE 2008

NEWS OVERVIEW
 27 November - MALG conference saw CCTA CEO, Greg Stevens, 

representing the industry on the high cost credit panel.

 The government confirmed that they are setting up a Financial 
Inclusion Policy Forum which will be co-chaired by the Economic 
Secretary (Stephen Barclay MP) and the Minister for Pensions and 
Financial Inclusion (Guy Opperman MP).

 The Treasury Select Committee launched an inquiry into 
household finances to scrutinize problematic indebtedness, 
inter-generational issues, lifetime financial planning, and the 
effectiveness of the market in financing solutions and products 
to low income households.

 The Financial Conduct Authority (FCA) opened a consultation 
on Approach to Consumers.

 The FCA published a new webpage on what consumer credit 
firms need to report.

 The Treasury launched a consultation, open until January, on 
how a ‘breathing space’ scheme could work to help those in debt.

 The Financial Ombudsman Service published their latest quarterly 
complaint figures.

 FCA Chief Executive Andrew Bailey expressed concerns for the 
rising level of debt among young people. This was followed by 
the publication of the FCA’s Financial Lives Survey 2017.

 A Bank of England survey warned that banks are planning  
the biggest squeeze on consumer credit since 2008.

 UK Finance reported that online card spending has jumped 
by a quarter year-on-year.

 FCA Chief Executive, Andrew Bailey gave a speech at Mansion 
House during which he warned about the high cost of credit 
cards, but commented that a cap would be unworkable.

QUARTERLY UPDATE 2018
CCTA PUBLIC AFFAIRS

NEVER BEFORE 
HAS IT BEEN MORE 

IMPORTANT TO ENSURE 
THE CONSUMER HAS 

ACCESS TO RESPONSIBLE 
CREDIT...

COMMENTATORS 
AND GOVERNMENT 

LOOK FOR SOMEONE 
TO BLAME FOR THE 

LATEST ‘DEBT CRISIS’.



Professor Nigel Waite 
Founding Director, 3R Insights
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goals. All of the visionary companies 
achieved better long term financial results 
than their lesser competitors. But, again, 
those profits and returns to shareholders 
were a consequence of them fulfilling 
their corporate purpose and were not the 
purpose itself. 

If purpose is about the ‘what’ and ‘who’ of 
a company, then vision is about the ‘why’ 
and ‘how’. As a rule, the purpose informs 
the vision and describes the extent of 
the company’s ambition and where the 
company aspires to be in the future. 

Values are about the way things are done 
in the organisation. They concern beliefs 
about how business should be conducted 
and the behaviours that are consistent with 
the company’s purpose and vision. 

Finally, we come to outcomes and this 
concerns how the organisation’s purpose 
impacts upon its customers and this 
completes the cycle that 3R Insights 
believes should underpin the approach to 
corporate culture. To learn more about 
consumer perceptions of the industry 
we have partnered with leading research 
agency Opinium and have carried out 
a joint research project based upon a 
representative sample of 2,000 consumers. 
We asked the sample to give us their 
opinions on the extent to which they 
believed CEOs and directors of financial 
services companies care about a range 
of key aspects of corporate behaviour. 
For now I’d like to draw your attention to 
just a few of the headline findings that are 
particularly important in the context of 
culture and financial services.

• value for money: just 17% of 
consumers believe that CEOs and 
directors care about delivering value 
for money as opposed to the 70% who 
believe they don’t

• putting consumers’ interests first: 21% 
of consumers believe that CEOs and 
directors care about putting consumers’ 
interests first as opposed to the 68% 
who believe they don’t

• high standards of ethical behaviour: 
24% of consumers believe that CEOs 
and directors encourage high standards 
of ethical behaviour as opposed to the 
58% who believe they don’t

• treating customers fairly: 26% of 
consumers believe that CEOs and 
directors care about treating customers 
fairly as opposed to the 68% who 
believe they don’t

• quality of service: 28% of consumers 
believe that CEOs and directors care 
about delivering good quality service 
as opposed to the 56% who believe 
they don’t.

Now you might be tempted to dismiss 
these findings and, if so, I would urge 
you to think again. Especially bearing 
in mind what happened to Brighthouse 
recently. You see, providers of consumer 
credit often operate in ‘high risk’ market 
segments. Under the tougher regime 
now operated by FCA, firms are going to 
need the right culture if they are to make 
sustainable profits fairly from the low 
income households or groups that the 
FCA would consider to be ‘vulnerable’ and 
therefore deserving of more protection. 
This sector will face disproportionately 
more scrutiny than others in financial 
services. Unless non-executive directors/
senior management are willing constantly 
to look over the shoulders of their staff 
to make sure they are complying with 
tougher regulation, they will need to 
embed the right culture throughout 
the firm.

So, given the importance of culture 
to sustainable commercial success, to 
corporate reputation, and, crucially, to 
regulatory risk, what practical steps can 
you take to evaluate your own company’s 
culture and identify what needs to be 
done to give yourself the best chance 
of long term success?

Various companies on both sides of the 
Atlantic have for many years offered ways 
of measuring corporate culture. However, 
they tend to focus on internal factors, soft 
skills and staff attitude surveys. Interesting 
though this may be, I think it cuts little 
ice in the context of real world financial 
services. And so 3R Insights set about 
creating a process that deals practically 
with culture in order to integrate corporate 
purpose, the business model, staff 
behaviours, and customer outcomes. 
We call our process the Culture 
Assessment Framework (CAF) and it is 
based on a process that uses an extensive 
array of metrics which are grouped 
under the following six headings:

Organisation

Reputation

Trustworthiness

Product

Service

Fairness

The CAF is detailed and thorough and 
for, say, the typical provider of consumer 
credit it involves the evaluation of roughly 
180 aspects of the business.

You don’t have to use the CAF in its 
entirety, it can be used on an a la carte 
basis, for example, you might be thinking 
of launching a new product, or perhaps 
making changes to an existing one. In 

which case, you could select just the 
relevant components of the product and 
service modules. Similarly, you might be 
considering buying the back book  
of another company, in which case the 
CAF would be a valuable part of your  
due diligence. 

The assessment results in a report which 
identifies the degree of risk that the firm’s 
culture exposes it to and is summarised 
through the use of a traffic light system.

Aspects of the business that are flagged 
as red mean that the corporate hub is 
in serious danger and requires urgent 
attention to prevent the wheels from 
falling off. In the ideal scenario all core 
metrics will register green and the Board 
can have confidence that its culture, 
business model, strategy, behaviour, 
processes and customer outcomes are 
working like a well oiled machine.

To conclude, the key benefits to users of 
the Culture Assessment Framework are:

• an assessment of the conduct and 
business risks to which your culture 
exposes you, and benchmarking your 
cultural strengths and weaknesses 
against which you can plot future trends

• the identification of clear priorities 
for action in each of the six core 
components that comprise the CAF

• the ability to improve your culture  
and safeguard it for the future

• a means of helping you to identify 
whether the aims of the Senior 
Managers and Certification Regime 
are being met

• a reduction in the risks to the enterprise 
of incurring costs associated with 
regulatory infringements, fines, 
compensation and their knock-on 
impact upon profit, enterprise value 
and reputation and

• a good night’s sleep for chairmen,  
CEOs and directors

A final thought, it is arguably the historic 
dominance of male orientated cultures 
that has landed the sector in so much 
trouble. Perhaps the single most 
useful action that could be taken 
to improve and future proof 
corporate culture is to ensure 
that women are better 
represented in senior roles.

enterprise’s contribution to shareholders, it 
is an outcome of what the enterprise does 
for its wider stakeholder community which, 
of course, includes customers. And you’ll 
have noticed the latter sentence makes it 
clear that it is the responsibility of Board 
members to give leadership when it comes 
to culture. It’s no good professing to have 
a culture in which, for example, whistle-
blowing of misdemeanours is encouraged, 
if the CEO undertakes a witch hunt to 
identify anyone who does so. 

You might also have noted the reference 
to the avoidance of risks to the enterprise 
in the above definition. According to 
leading global risk consultancy Aon, 
damage to a company’s reputation and 
brand is the number one risk faced by 
businesses across the globe. This is 
especially the case when it comes to 
financial services providers and countless 
studies of reputational risk all point to the 
importance of culture. Put simply, a bad 
culture increases risks to the enterprise, 
whilst a good one mitigates them. So, 
what exactly do we mean when we talk 
about culture? The person credited with 
first coining the term in the commercial 
context was the Dutch academic Geert 
Hofsteder who defines it as follows: 
“Culture is the software of the mind.  
It’s the social programming that runs the 
way we think, act and perceive ourselves 
and others.” 

To draw on an IT analogy, it is the 
operating system which sets the rules  
for attitudes and behaviour within  
your company. 

So, how might we go about defining 
culture as it applies to our businesses? 
At 3R Insights we believe it’s about 
purpose, vision, values, and outcomes. 
purpose concerns the reason for which 
an organisation exists, it’s about the ‘what’ 
and ‘who’ of a company. A landmark 
study of highly successful companies 
conducted by James Collins and Jerry 
Porris and reported in their book ‘Built to 
Last’ confirmed beyond any reasonable 
doubt the pivotal role played by purpose. 
Their study examined the characteristics 
of companies in 19 industrial and 
commercial sectors. The best in class 
across all 19 commercial sectors were 

termed visionary companies and all of 
them had one thing in common, a 

clear and compelling statement of 
corporate purpose. All of those 

statements of purpose were 
expressed in terms of the 

outcomes for customers 
and the communities 

they serve, not in 
terms of short 

term financial 

It really is a challenge to recall a word 
that has been used more often in 
connection with the financial services 
industry in recent years than ‘culture’.  
To quote from Financial Conduct 
Authority (FCA) supremo Andrew Bailey: 
“There has not been a case of a major 
prudential or conduct failing in a firm 
which did not have among its root causes 
a failure of culture.”

Any discussion of culture raises some 
searching questions such as:

• what exactly do we mean when we talk 
about corporate culture? 

• who bears responsibility for it? 

• how big a risk is it and should we be 
concerned? 

• how should we go about taking account 
of consumer beliefs when seeking to 
address our cultural challenges? 

• how do we assess the strengths and 
weaknesses of our own cultures?

• what are the risks to which we may be 
exposed, and what can we do about it? 

In my view the answer to all of these 
questions begins with the word purpose, 
and I’d like to begin by considering what is 
the purpose of a Board, so here goes:

“The purpose of a Board is the 
achievement of sustainable growth in the 
contribution the enterprise makes to its 
shareholders and the wider stakeholder 
community whose interests and needs 

it serves, whilst avoiding risks which 
may endanger the realisation of 

that purpose. It embodies the 
behaviours that safeguard the 

corporate culture”

I suspect you might be 
thinking that something 

is missing, namely, 
reference to profit. 

Although profit is 
implicit in an 
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50 years prior to Webster and Wallace, 
Edmund Halley (the astronomer of Halley’s 
comet fame) had analysed records of 
1,238 births and 1,174 deaths in Breslau 
Germany and could show, for example, 
that a 20 year old person had a one in  
100 chance of dying in any given year  
but a 50 year old had a one in 39 chance.

Using the data, Webster and Wallace 
calculated that of the 930 Scottish 
Presbyterian Ministers alive in any one 
year, on average 27 of them would die. 
18 would be survived by widows and 
they calculated how long those widows 
would live to draw a pension from their life 
insurance fund. By contributing £2 12s 6d 
a year a minister could guarantee that his 
widow would receive a pension of at least 
£10 a year. If £6 11s 6d premium were 
paid each year, the pension would be 
an annual payment of £25. By 1765 they 
calculated, their fund would have £58,348 
capital. In fact the 21 year prediction was 
wrong, the fund only had £58,347, just  
£1 short, but not a bad forward calculation. 
Thus Scottish Widows was born.

That is fundamentally how the credit 
reference system operated. You amass 
data on loans and repayments from a 
large population which allows a lender to 
predict how many of his customers will 
repay in full on time, how many will get 
into arrears and pay late, and how many 
will not repay at all. Thus the lender can 
also calculate the profitability of his loan 
book. By changing the lending criteria, 
the numbers who repay in full on time, 
those who get into arrears and pay late, 
and those who will not repay at all can 
be varied and the effect on profitability 
demonstrated.

But the system cannot predict which 
customers will repay in full on time, will 
get into arrears and pay late, or not repay 
at all, only as percentages of the entire 
loan book.

Similar probability models now operate 
in the fields of economics, sociology, 
psychology, political science and the 
social and natural sciences. In no case 
do the models predict a specific 
outcome for a single event. 

But in recent times attempts have been 
made to use large numbers to predict 
individual outcomes, particularly in the 
medical field. Studies have produced 
averages for blood pressure, cholesterol 
levels and body mass index. If you exceed 
these averages, your doctor will start 
prescribing medication and/or lifestyle 
changes to bring them down. Of course, 
if you reduce everyone who is above 
average, the average falls and so the target 
falls and you need even more medication 

and lifestyle changes to compensate.  
You can even be told now the percentage 
chance of you, as an individual, having a 
heart attack or stroke in the next ten years.

So could the use of large numbers, big 
data, today enable lenders to predict 
whether a particular customer will repay  
or not, and whether she or he can afford 
the loan in the first place? The Financial 
Conduct Authority (FCA) seems to think so.

Consumer credit firms are required to 
make affordability judgments about 
individuals, not populations, and will 
be judged against the accuracy of their 
predictions in individual cases by both 
the FCA and FOS. Firms are required to 
ensure that the extent and scope of a 
creditworthiness assessment in a particular 
case, and the steps needed to ensure the 
assessment is reasonable, depend on, 
and are proportionate to, the individual’s 
circumstances. A lender is required to 
make a decision about each and every 
applicant for a loan, and predict how that 
applicant’s circumstances will turn out 
over the life of the loan.

For open ended (revolving) credit, 
firms are required to make reasonable 
assumptions about likely further 
drawdowns and repayments over the 
likely period of the credit. This is an 
interesting requirement, to predict the 
future for each individual customer.

Massive amounts of data about individuals 
can be collected and analysed, along with 
statistical data about populations such as 
those provided by the Office for National 
Statistics. The assertion seems to be that 
if you correctly analyse all the available 
data, a prediction can be made for each 
individual borrower, whether they will 
repay in full on time, whether they are 
likely to get into arrears or whether the 
loan will push them into dire financial 
straits so they do not repay at all. If these 
predictions can be made in each individual 
case, it will be possible to identify those 
loan applicants who, in the wider context 
of their current and predicted future 
finances, can afford the loan. No account 
is taken of those applicants who may 
make adjustments to their income or 
expenditure to cover the loan repayments, 
so the likelihood is that they will be 
refused credit.

The FCA and the research it 
commissioned, appears to consign each 
applicant for credit into one of two 
baskets. In Basket A, the applicant can 
afford to repay (usually out of income) 
without any adverse effects on his or her 
wider financial situation. In Basket B, she 
or he cannot. It appears to be asserted 
that with correct affordability assessments 

every applicant will be assigned to one 
basket or the other, and only those in 
Basket A will receive credit. Firms will thus 
only lend to those who are predicted to 
repay in full on time without any impact 
on their wider financial position. This 
means firms will only be able to lend to 
fewer and fewer applicants, those with 
any predicted repayment difficulty will be 
denied credit and consumer credit will 
become solely a middle class, middle 
income product. The regulator will 
forbid any consumer to take a risk 
when borrowing money.

Yet long experience of the consumer 
credit market indicates that there are 
three baskets, not two. There will always 
be those who can comfortably afford 
their credit repayments. There will always 
be those who simply cannot. However, 
there is a very substantial group (possibly 
25% of applicants, but since this area 
has not been properly researched, there 
is no clear evidence as to exactly the 
proportion) who would, if the choice were 
theirs, struggle to meet credit repayments 
because in their judgement the benefit 
of the credit outweighs the struggle and 
readjustment of other expenditure. In 
hindsight, their judgement may prove to 
have been correct or flawed, but to give 
that judgement to firms providing credit 
offers no greater chance of success. It is 
this population of applicants, who fall into 
Basket C, who will be the most adversely 
affected by the affordability criteria. 

The only outcome of more stringent 
affordability requirements will be that 
a greater number of these consumers 
will be denied access to credit. Firms 
will inevitably be cautious, since they 
are required to make predictions about 
an individual’s future financial situation, 
knowing that the regulator will second 
guess them with all the benefits of 
hindsight through the supervision of firms, 
and monitoring regulatory returns and 
complaints. It appears that the FCA is thus 
attempting to apply Jacob Bernoulli’s law 
of large numbers to individual outcomes. 
I am not aware of any research or 
post borrowing analysis which clearly 
demonstrates that this is possible. 

Huge amounts of opinion data were 
processed to fail to predict the outcome 
of the EU referendum or the June 2017 
election. Almost every day you can read 
in the media that research analysing 
massive amounts of data shows that a 
specific event is predicted. The Law of 
Large Numbers simply does not do 
this. To predict the future is an 
uncertain undertaking.

In 1744 Alexander Webster and Robert 
Wallace, two Presbyterian clergymen 
in Scotland, came up with a system to 
predict how many Clergymen would 
die each year, how many widows and 
orphans they would leave behind and 
how long the widows would outlive 
their departed husbands. 

The 1744 calculations using primarily 
Jacob Bernoulli’s Law of Large Numbers, 
propounded in 1713, was astonishingly 
accurate. Bernouilli had codified the 
principle that whilst it might be difficult to 
predict with certainty a single event, such 
as the death of a particular person, it was 
possible to predict with great accuracy 
the outcome of many similar events. In 
coin tossing, the law of large numbers 
stipulates that the fraction of heads will 
eventually be close to half. Hence, if the 
first ten tosses produce only three heads, 
it seems that some mystical force must 
somehow increase the probability of a 
head, producing a return of the fraction 
of heads to its ultimate limit of half. Yet 
the law of large numbers requires no 
such mystical force. Indeed, the fraction 
of heads can take a very long time to 
approach half. For example, to obtain a 
95% probability that the fraction of heads 
falls between 0.47 and 0.53, the number of 
tosses must exceed 1,000. In other words, 
after 1,000 tosses, an initial shortfall of only 
three heads out of ten tosses is swamped 
by results of the remaining 990 tosses.

But it is worse with dice. With six variables 
rather than the two when tossing a coin, 
the average of a large number of throws 
is 3.5. Few dice have 3.5 spots, so it is 
impossible ever to achieve an average 
throw. The more variables, the less likely 

it is for an individual determination to be 
average. That is why we can predict 

the phases of the Moon, and the 
positions of the stars and planets, 

because they follow measurable 
and repetitive patterns. There 

are no variables. But the 
law of large numbers 

cannot predict 
individual events 

when variables 
are involved.

THINK BIG!
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CUSTOMER-FOCUSED SUPERVISION
Since the financial crisis, the regulator has 
adopted a customer-focused approach 
to supervision. Regulatory principles 
state: ‘A firm must pay due regard to the 
interests of its customers and treat them 
fairly’. Some behaviours that indicate this 
principle in action include:

• actively seeking customer feedback 
and considering this when developing 
strategies

• gathering management information 
and using the information gathered 
for consumer benefit

• ensuring policies, processes, staff 
performance and reward schemes are 
being developed with the fair treatment 
of customers in mind

• ensuring products and services 
(including advice) meet the needs 
of targeted customers 

• where advice is given, ensuring that 
the process is robust, and consumers 
have access to appropriate information 
to enable them to make informed 
decisions

• ensuring all mandatory policies 
(including a vulnerable customers 
policies) are in place and enforced

• adopting a proactive and not a reactive 
mindset to consumer protection

• instilling robust governance and 
compliance monitoring programmes.

Additionally, a firm must conduct its 
business with due skill, care and diligence, 
and must ensure:

• appropriate due diligence is conducted 
on new hires

• after sales processes are adequate, 
and long standing customers are 
treated fairly

• all staff are aware of their regulatory 
obligations and are trained on 
conduct risk

• customers are treated fairly throughout 
their customer journey and interactions 
with the business.

All of this is vital to ensuring an FCA 
regulated firm treats its customers fairly. 
However, sitting across all of this is the 
need to be able to provide evidence 
that the above elements have been 
considered. Firms that do not document 
their customer-centric approach may be 
unable to produce sufficient evidence 
to the regulator to this effect, and may 
therefore fail to achieve the full benefits 
of their compliance work.

GOOD CULTURE IS DRIVEN FROM  
THE TOP
The FCA’s focus on culture and 
governance remains at the forefront of 
its approach to supervision. The regulator 
will continue to focus on drivers of poor 
culture, looking at how firms’ governance 
structures are facilitating their ability to 
provide good customer outcomes. So 
irrespective of a firm’s size, target market 
or business activity, it’s important that 
good culture is embedded in the firm’s 
strategy and is driven from the top. 

For newly authorised firms, understanding 
what this means to their specific 
organisation, and how best to 
demonstrate this to the regulator, is a 
good place to start. Some activities which 
demonstrate a good top level approach 
in this area include:

• determining and documenting an 
appetite for risk, with potential risks 
falling outside of these bounds 
being mitigated with specific and 
demonstrable actions

• undertaking a risk assessment that 
examines the business model against 
the risk appetite in key areas in order 
to identify and react to excess risk. 
How a firm reacts to identifying excess 
risk in its business model is the key 
challenge here, being able to evidence 
a documented risk assessment alone 
may not be effective

• giving clear consideration to the firm’s 
values, and how the its business strategy 
will allow it to uphold its values

• ensuring complaints processes work 
for customers, and that rules around 
complaints are incorporated into 
your approach, aside from being an 
important area of compliance, how 
complainants are treated is a strong 
indicator of culture

• undertaking proactive forbearance, 
similarly, how firms treat customers in 
arrears is prominent on the regulatory 
agenda. A firm taking proactive 
measures to ensure customers falling 
or potentially falling into arrears are 
supported will demonstrate their 
good culture.

Ensuring all senior managers have a 
good understanding of the business, 
including how frontline, middle and 
senior management operate (including 
the specific risks inherent in their business 
areas and their responsibilities) is also 
essential. Being able to present a consistent 

(and again, documented) articulation to the 
regulator of senior manager responsibilities 
is a vital pillar of compliance. The Senior 
Managers and Certification Regime 
(SM&CR) will mean that mapping out the 
responsibilities of senior managers will be 
a regulatory imperative.

This, along with making sure systems 
and controls are robust, documented, 
consistently implemented and reviewed 
on a regular basis, will help a firm 
demonstrate its good culture.

EMBRACING THE CHALLENGES OF FCA 
COMPLIANCE
The regulatory environment is ever 
changing. Now more than ever, firms 
are feeling the impact of this changing 
landscape. Regulation, such as new 
proposed consumer lending rules and 
SM&CR, are just some of the changes 
consumer credit firms are facing. Ensuring 
the basics are in place and that the firm 
meets the suitability criteria under the 
threshold conditions is a vital requirement, 
and is likely to be seen as a marker of a 
firm’s attitude to all areas of compliance.

One way a firm can maintain a 
contemporary view of prevailing 
requirements is through membership of 
trade bodies. These trade bodies provide 
great insight and give firms the chance 
to share views and discuss topical issues, 
enhancing the approach of individual 
firms and the sector as a whole. 

Understanding that there are no 
short cuts or ‘single approaches’ to 
incorporating regulatory change is the 
key to successful life after authorisation. 
Regulation is subject to interpretation, 
and appropriate implementation for one 
firm may not necessarily be appropriate 
implementation for another, due to the 
unique set of risks each firm is exposed 
to. Firms focusing on customers, 
culture, communication, 
documentation and a clear 
view of risk are invariably 
well positioned to achieve 
compliance.

are met (which, apart from being vital, will 
be seen as an indicator of a firm’s overall 
attitude to compliance), there are some 
key behaviours that consumer credit  
firms should display to demonstrate 
good conduct. 

INTERACTION IS KEY
As far at COND 2.5 goes, communication 
with the regulator is a crucial factor when 
it comes to post-authorisation success, 
and shows the clear willingness of a firm 
to ensure that compliance takes its place 
alongside commerciality at the top of its 
business agenda.

Amongst other things, open and honest 
communication includes:

• ensuring all information held on the FCA 
systems is up to date and accurate. This 
includes, registered address, principal 
place of business, contact numbers  
and email addresses

• submitting regulatory returns on time 
and paying all FCA fees, including 
periodic fees, levies and any late 
payment fees, by a given deadline

• providing all information requested  
by the regulator on time.

Where a firm is unable to meet a deadline 
for a legitimate reason, they can contact 
the regulator at their earliest convenience 
to tell them the reasons why. The FCA 
values openness and honesty, and it’s 
likely this will be used as a measure of the 
integrity of an individual and/or firm.

Firms should notify the regulator if 
authorisation is no longer needed and 
apply to cancel or vary permissions as 
appropriate. This is to avoid an enforced 

cancellation of permissions and a 
final notice being published on 

the FCA’s website. This may 
affect reputation and future 

relationships with the 
regulator and the financial 

sector at large.

In the August 2017 Regulation Round-up, 
the Financial Conduct Authority (FCA) 
announced that in the year to 30th June 
2017, it had cancelled the permissions of 
over 200 firms. The bulk of these were for 
having breached COND 2.5, the suitability 
criteria under the threshold conditions. 

It’s clear that gaining authorisation is just 
the start of the regulatory journey, and 
delivering against ongoing compliance 
commitments is equally as important as 
obtaining authorisation to operate in an 
FCA regulated market.

The regulator expects all firms to be ready, 
willing and organised to comply with 
regulatory requirements and standards 
once authorised, so the onus is on firms to 
demonstrate that they conduct their affairs 
in line with key regulatory principles. 

Providing the suite of basic information 
required by the regulator is just one 

consideration of many, and this recent 
cancellation of permissions begs 

the question more generally, 
how should a consumer credit 

firm be operating in the FCA 
regulated environment to 

ensure it is compliant? 
As well as ensuring 

the suitability criteria 

THE   FIRST STEPS
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ICO PROFILING AND 
BREACH REPORTING 

EUROPEAN GUIDANCE 
Similarly, consultation responses to our 
draft guidance on consent are informing 
our discussions in Europe too. Once 
WP29 publishes its guidelines, expected 
by the end of this year, we can continue 
refining our own, UK specific guidance 
on this.

We’re also playing a central role in 
drafting Europe wide guidelines on 
transparency.

In addition to our work at European level 
we are continuing to work on the wider 
suite of ICO guidance, prioritising areas 
that are not on the WP29 workplan but 
where we have identified a particular 
need and we think we can add value 
for our UK audience.

For example, in response to feedback 
on our draft consent guidance, we’ve 
committed to produce guidance on 
the other lawful bases for processing, 
including legitimate interests.

We have published draft guidance on 
contracts between data controllers 
and processors, and we are currently 
analysing the feedback we received in 
order to produce the final version. We will 
also issue guidance on accountability and 
documentation, and on children’s data, 
for consultation.

We’re also prioritising work to produce 
our Guide to the GDPR. It expands the 
content of the current overview to make 
it a comprehensive guide along the 
same lines as the current Guide to Data 
Protection.

The ICO remains committed to helping 
organisations to improve their practices 
and prepare for the GDPR that comes 
into effect on 25 May 2018.

There’s a range of tools and resources on 
the Data Protection reform section of our 
website including a ‘what to expect when’ 
page that gives details of upcoming 
guidance and milestones. 

We’ve also just announced a dedicated 
telephone advice service for small and 
micro businesses and have committed to 
updating our simple-to-use SME toolkit 
into a GDPR checklist that will allow 
businesses themselves to identify gaps in 
their own preparation for the new law.

We’ll also publish a more targeted version 
of our 12 steps to take now document to 
help small businesses prepare.

The Article 29 Working Party, the 
group of EU data protection authorities 
charged with agreeing European wide 
guidance on General Data Protection 
(GDPR), has published guidelines 
on profiling and breach reporting. 
Guidelines on administrative fines that 
were adopted in November, will be 
published soon too.

Consistency across the EU is one of the 
fundamental drivers of the GDPR and, 
as the UK member of Article 29 (WP29), 
we’re either leading or assisting in the 
development of guidance on some of 
the main aspects of the law.

For example, the feedback we 
received from stakeholders 

on our discussion paper on 
profiling and automated 

decisionmaking, helped us 
in leading the important 

discussions that 
resulted in the 

final European 
guidelines.
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Employee at Kent and Medway NHS 
The ICO has issued a warning that 
NHS staff must not look at patient 
records without a valid legal reason. 
This occurred after an employee was 
fined for repeatedly accessing a patent’s 
records without a reason. The ICO stated: 
“Employees, who in many cases are very 
experienced and capable, are getting 
into serious trouble and often losing their 
jobs, usually over little more that personal 
curiosity. The laws on data protection 
are there for a reason and people have 
the right to know their highly sensitive 
personal information will be treated with 
appropriate privacy and respect. The ICO 

Vanquis Bank and Xerpla 
Vanquis Bank has been fined £75,000 
further to a campaign sending spam 
text messages and emails to promote 
its credit cards. In these cases the 
recipients had not consented to receive 
messages. Xerpla has been fined £50,000 
after sending 1.26 million spam emails 
promoted products and services on 
behalf of other firms. These included 
promoting dog food, wine, competitions 
and boilers. Appropriate consents were 
not in place to send emails. 

will continue to take action against those 
who abuse their position and potentially 
jeopardize the important relationship of 
trust between patients and the NHS”. 

The Lead Experts Limited 
The Lead Experts Limited has been fined 
£70,000 for making automated calls to 
individuals who had not agreed to be 
contacted. The contact details had been 
obtained from another company who 
had been paid to carry out the calls about 
reduction in energy bills. However, the 
ICO take the view that The Lead Experts 
Limited were responsible for ensuring that 
the right consents were in place. 

RECENT DATA BREACHESICO FEE AND REGISTRATION CHANGES

ICO
UPDATE

Organisations are currently required to notify the ICO of data processing on an annual 
basis and to pay an annual fee of £35 or £500 depending on its size. The fees currently 
fund the work of the ICO. GDPR means that this notification is no longer required. 

The Digital Economy Act will mean that data controllers will need to pay the ICO a data 
protection fee which will fund the ICO’s data protection work. The amount paid will 
relate to an organisation’s size and turnover and will take into consideration the amount 
of data being processing. 

The new fee system will be three tiered and will be introduced on 1st April 2018.  
If organisations need to renew prior to that date, they should still continue to do so.  
It is expected that organisations paying the current notification fee will be unlikely  
to pay a new fee until notification under the existing model has expired.

WHEN POLITICAL 
MARKET RESEARCH 
CROSSES THE LINE
The ICO has conducted an investigation 
into a Conservative Party telephone 
campaign undertaken before the 2017 
general election further to Channel 4 
News’ investigation into the campaign. 
The ICO found that some elements of 
the telephone scripts took the campaign 
away from market research and into the 
realms of unlawful direct marketing. 

The ICO has provided some clarification 
about what is direct marketing and what 
is market research in the political arena. 
It states that asking people to give their 
views or generally encourage voting in 
general is legitimate market research but 
where questions are positioned to obtain 
support crosses into direct marketing.  
The examples provided are promoting 
aims and ideals of a party, appealing 
for funds or encouraging voting for a 
particular candidate. 

The ICO are not taking regulatory action 
in this instance because it deemed that 
the elements of the script were not 
enough to take formal action.
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don’t miss 
the boat…
OPEN BANKING WILL LEAD 
TO FUNDAMENTAL SHIFT  
IN OPERATING MODELS 

Open Banking is an existential 
threat to traditional banks, 
according to the Future of 
Finance, a new piece of 
research released at Personal 
Information Economy 
information event.

The qualitative research, 
conducted by Ctrl-Shift and 
Callcredit, interviewed leading 
figures from traditional banks, 
challenger banks and the 
wider industry.

Open Banking will expose 
banks to new competition, 
by forcing traditional banks 
to open their API (Application 
Programming Interface) to 
third parties. This will give 
competitors access to banks’ 
enormous data collections. 

According to the research, 
banks have underused this data, 
due to their complex systems 
and older technology. However 
new, more digital competitors 
will use the data to target the 
most profitable parts of a bank. 
In a worst case scenario, this 
will leave banks saddled only 
with unprofitable products, 
like current accounts. 

The research concludes that 
Open Banking is an opportunity 
for banks to enhance their 
services, but warns that those 
who do not act now could 
need a government bailout 
in the next five to seven years.

In addition, Open Banking is 
likely to see at least one major 
technology company, namely 
Google, Amazon, Facebook 
or Apple, enter the banking 
market. The research argues 
that these companies will look 
to either acquire an exciting 
challenger bank or provide 
payment solution services.

In addition, Future of Finance 
suggests that Chinese 
companies will look to enter 
British retail banking.

FINANCIAL EDUCATION 
FOR THE YOUNG

The London Institute of 
Banking and Finance report 
highlights worries surrounding 
the financial education of 
the young.

The institute, which provides 
personal finance qualifications, 
raised concerns about 
gambling. It said 12% of 17 
and 18 year olds had gambled.

The report draws attention 
to financial products being 
offered inappropriately to 
young people.

The institute said it was 
troubling that 11% of young 
people had been offered a 
credit card, despite it being 
an offence to offer credit to 
someone under the age of 
18. Even more have been 
contacted about PPI claims, 
compensation for loan 
insurance that no people of 
this age would ever had access 
to. It does show that education 
in money issues has risen in 
recent years.

Girls are less likely to access 
financial education in school 
or college, and are more likely 
to worry about money and 
feel less confident in their 
knowledge.Those from more 
disadvantaged backgrounds 
are less likely to receive such 
information.

Alison Pask, from the institute, 
said: “While efforts made so 
far are commendable, more 
work is needed across the 
sector to ensure that the 
delivery of financial education 
consistently does what it is 
meant to do, equip all young 
people with the skills they need 
to get good outcomes when 
managing their money.”

where the 
wind blows?
THE BANK OF ENGLAND 
BELIEVES THAT UP TO 
75,000 JOBS COULD 
BE LOST IN FINANCIAL 
SERVICES FOLLOWING 
BRITAIN’S DEPARTURE FROM 
THE EUROPEAN UNION

The number could change 
depending on the UK’s 
post Brexit trading relationship 
with the EU, but the bank still 
expects substantial job losses. 
Many jobs will move to the 
continent.

The Bank of England has asked 
banks and other financial 
institutions, such as hedge 
funds, to provide it with 
contingency plans in the event 
of Britain trading with the EU 
under World Trade Organisation 
rules (hard Brexit). That would 
mean banks based in the UK 
losing special passporting rights 
to operate across the EU.

A 2016 study by Oliver Wyman, 
a management consultancy, 
suggested between 65,000 
and 75,000 job losses. The 
study said that up to 40,000 
jobs could be lost directly from 
financial services, with a further 
30-40,000 going in associated 
activities such as legal work and 
professional services.

The EU could also impose 
other ‘location specific’ 
regulations such as where 
trading in trillions of pounds 
worth of euro-denominated 
financial insurance products 
has to be based. That could 
mean trading jobs moving to 
Paris or Frankfurt.

empty shells?
ECB CRITICISES UK BANKS’ 
RELOCATION PLANS 

The European Central Bank 
(ECB) has published an article 
criticising the Brexit relocation 
plans of certain UK banks 
currently operating in the 
Eurozone. In the article, the 
ECB states that elements of 
certain banks’ plans do not 
meet the ECB’s expectations 
or the requirements for banks 
operating in the Eurozone.

More than six months have 
now passed since the United 
Kingdom officially started 
the process of leaving the 
European Union (EU). Since 
then, the European Central 
Bank (ECB) has interacted with 
banks that currently operate 
in the euro area via the United 
Kingdom (for example through 
subsidiaries and/or branches) 
and have submitted their Brexit 
related relocation plans.

Some elements in a number 
of banks’ plans do not fully 
meet the ECB’s expectations 
and requirements of banks 
operating in the euro area. 
Banks do not only need to 
be well capitalised and have 
sufficient liquidity and funding. 
They also need to have 
substance locally. In other 
words, there cannot be empty 
shells or letter box banks.

It is not straightforward to 
draw a line between a well 
established bank that is 
integrated into an international 
group and an empty shell 
that is overly reliant on group 
entities in third countries. Many 
banks have indicated their wish 
to transfer all market risk to a 
third country group entity. In 
practice, this would mean that 
the banks in question were 
fully reliant on the third country 
entities. In terms of supervision, 
the ECB is not comfortable with 
such an approach.

robot 
romance?
FSB REPORT ON ARTIFICIAL 
INTELLIGENCE AND 
MACHINE LEARNING 
IN FINANCIAL SERVICES 

The Financial Stability Board 
(FSB) has published a report 
considering the financial 
stability implications of 
artificial intelligence (AI) and 
machine learning in financial 
services. Financial institutions 
are increasingly using AI and 
machine learning in a range of 
applications across the financial 
system, notes the FSB. This 
includes assessing credit quality, 
pricing and marketing insurance 
contracts, automating client 
interactions, analysing the 
market impact of trading large 
positions, optimising trading 
execution, and regulatory 
compliance. 

The analysis reveals a number 
of potential benefits and 
risks for financial stability that 
should be monitored as the 
technology is adopted in the 
coming years and as more data 
becomes available. They are: 

• the more efficient processing 
of information, for example 
in credit decisions, financial 
markets, insurance contracts, 
and customer interaction, 
may contribute to a more 
efficient financial system 

• the RegTech and SupTech 
applications of AI and 
machine learning can 
help improve regulatory 
compliance and increase 
supervisory effectiveness 

• network effects and 
scalability of new 
technologies may in the 
future give rise to third party 
dependencies. This could in 
turn lead to the emergence 
of new systemically 
important players that could 
fall outside the regulatory 
perimeter

• applications of AI and 
machine learning could 
result in new and unexpected 
forms of interconnectedness 
between financial markets 
and institutions.

FCA STRATEGIC REVIEW 
OF RETAIL BANKING 
BUSINESS MODELS

Retail banking has been 
experiencing significant 
economic, technological, social 
and regulatory changes. The 
effects of these changes are 
expected to continue in the 
coming years, with ‘lower for 
longer’ interest rates, Open 
Banking, increased use of 
digital channels by consumers, 
regulatory interventions such as 
ring-fencing, and the remedies 
introduced by the Competition 
and Markets Authority. 

Against this background, the 
FCA have been considering 
what they need to do in order 
to build a robust evidence base 
to enhance their understanding 
of the state of competition 
and conduct in retail banking 
markets at a pivotal time of 
change.

To achieve this, they will be 
conducting a strategic review of 
retail banking business models. 
The review will seek to:

• understand retail banking 
business models in greater 
depth by looking at the 
business models of firms 
to identify any potential 
conduct or competition 
issues

• understand how ‘free if in 
credit’ banking is paid for, in 
particular whether it leads to 
any distributional concerns 
between different types of 
consumers

• understand the impact of 
changes such as increased 
use of digital channels 
and reduced branch 
usage on business models 
and consider potential 
consequences for our 
consumer protection and 
competition objectives.

PSR REPORT AND 
CONSULTATION ON 
AUTHORISED PUSH 
PAYMENT SCAMS

Payment Systems Regulator 
(PSR) published a paper 
containing a report and 
consultation on authorised 
push payment (APP) scams 
(CP17/2).

The report explains what work 
the PSR has done in the past 
year to reduce the harm to 
consumers from APP scams. 
Specifically, progress has been 
made in the following areas:

• Statistics: the industry (as 
represented by UK Finance) 
has published the first set of 
statistics on APP scams, and 
from 2018 it will collect and 
publish more detailed data

• Best practice standards: the 
industry has now developed 
best practice standards that 
payment service providers 
(PSPs) will follow when 
a victim reports an APP 
scam. This should improve 
victims’ experience and PSPs’ 
response times. 

• Data: the industry has 
developed a common 
understanding of what 
information PSPs can share 
under current law when 
responding to APP scam 
claims. The industry will be 
seeking to ensure that PSPs 
can continue to share this 
information under future 
legislation and will assist in 
work to facilitate the recovery 
of victim’s funds.

The PSR is seeking feedback 
on how a voluntary contingent 
reimbursement model 
should be implemented and 
administered by 12 January 
2018. If a model is introduced, 
the PSR plans to implement it 
by the end of September 2018.

future 
proof

education 
essentials

NEW IMAGE SYSTEM CLEARS 
CHEQUES IN JUST ONE DAY 

For more than 350 years 
the way cheques have been 
cleared in this country has 
essentially remained the same.

Now, with the introduction 
of cheque imaging, the UK 
cheque has been brought into 
the 21st century, ensuring that 
it remains a secure, robust and 
viable payment method for the 
millions of charities, businesses 
and personal customers that 
still write or receive cheques 
on a regular basis.

The majority of Britain’s major 
banks will now use a faster, 
image based cheque clearing 
system that will speed up the 
payment process significantly, 
it has been revealed.

The new system will mean that 
if a customer pays in a cheque 
on a weekday, the latest they 
will have to wait to withdraw 
the funds from their account 
is midnight the following day. 
This compares to the existing 
timescale of six days through 
the paper based system.

A number of banks say they 
are using the image system 
including Bank of Scotland, 
Halifax, HSBC, Lloyds, 
Nationwide and Santander. 
NatWest and RBS will join in 
early next year.

scam 
standard…

strategic 
thinking?
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FCA WARNS FIRMS OVER 
INSUFFICIENT DUE 
DILIGENCE ON ARs

The Financial Conduct 
Authority (FCA) has issued an 
alert to all firms who have 
Appointed Representatives 
(AR) after seeing an increase 
in cases of introducers having 
an inappropriate influence 
on business carried out by 
authorised firms.

The warning follows an alert 
issued in August 2016 and 
highlights the risks to firms  
of not having adequate 
oversight of its ARs.

The FCA says customers risk 
suffering financial harm as a 
result because some of the 
underlying investments may  
be controlled by or closely 
linked to introducers or ARs. 
It says some are badly run while 
others are ‘outright scams’.

The regulator says it has seen 
instances where the referral 
from the introducer is made 
with a clear investment desire 
expressed by the customer 
and documentation already 
completed.

It also found that some 
networks are not always 
monitoring the type, volume 
and source of business being 
submitted by its ARs.

In its guidance, the FCA says 
a principal firm should consider 
why it is appointing an AR 
and whether this is necessary 
for the activities they will be 
carrying out: “Our work in  
this area is continuing and 
we will take action where we 
identify non-compliance with 
our requirements. We expect 
you to consider the content 
of this alert and take 
appropriate action.”

a fairer 
paying field?
MORTGAGE LENDERS TO 
FUND 50% OF MONEY 
ADVICE SERVICE UNDER  
FCA PROPOSALS

The Financial Conduct Authority 
(FCA) is planning to increase the 
amount home finance providers 
pay towards the Money Advice 
Service debt advice levy from 
2018/2019. Home finance 
providers paid £21m, or 44%, of 
the levy this year, but this will 
increase to £24m or 50% under 
the proposed rules.

A new fee block will also 
be created for consumer 
credit lending, so that firms 
undertaking unsecured lending 
will pay the other 50%. This 
is currently covered by the 
‘deposit takers’ fee block 
which excludes credit card 
companies who are paying a 
relatively small proportion of 
the levy despite representing 
a large proportion of total 
unsecured lending.

The FCA says: “the new 
proposals align the funding of 
debt advice more closely with 
what the actual lending firms 
do, but it will mean some firms 
will pay a larger levy than they 
do now”.

under the 
umbrella
LAW SOCIETY ITERATES 
VIEW TO EXCLUDE LEGAL 
FUNCTION FROM SM&CR

The Law Society has published 
its response to the Financial 
Conduct Authority’s (FCA) 
consultation on the extension 
of the Senior Managers and 
Certification Regime (SM&CR) 
to all firms authorised under 
the Financial Services and 
Markets Act 2000 (FSMA). The 
response focuses on the Law 
Society’s view that the legal 
function should be excluded 
from the SM&CR.

When the SM&CR was 
first introduced, there was 
uncertainty about whether the 
legal function was included.  
In January 2016, the FCA 
took the helpful step of 
acknowledging this uncertainty 
and providing some 
reassurance for organisations 
captured by the SM&CR. In 
its discussion paper issued 
on 28 September 2016, the 
FCA sought to clarify how and 
why the legal function was 
captured under the regime, 
and to consider whether the 
legal function should continue 
to be part of the regime 
going forwards. 

The Law Society remains 
strongly of the view that the 
legal function should be 
excluded from the scope of 
the SM&CR. However, the long 
term decision on whether the 
legal function will be included 
remains unclear.

breathe 
deeply…
TREASURY CONSIDERS 
SIX WEEK ‘BREATHING 
SPACE’ FOR THOSE IN 
SERIOUS DEBT

A plan to help people in serious 
debt has been announced by 
the Government as a financial 
website warns that credit card 
costs are at their highest level 
in over ten years.

The Treasury said it was 
launching a consultation until 
January on how its breathing 
space scheme could work 
and in what circumstances 
amid concerns about growing 
problem debt levels among 
millions of people in the UK.

The idea is that borrowers 
would be given, as a last 
resort, a six week grace period 
from higher interest charges 
and enforcement action to 
give them time to prepare a 
repayment plan.

It was revealed in the summer 
that unsecured credit had 
topped £200bn for the first 
time since the financial crisis. 
Regulators and economists 
have sounded warnings that 
the annual rate of growth  
in that total, at just under 
10%, is unsustainable for both 
consumers and lenders alike, 
with banks signalling they 
will cut back.

More people have turned  
to credit in the wake of the 
Brexit vote amid record low 
interest rates and pressure 
on household budgets from 
rising inflation and weak 
wage growth.

NEW FCA WEBPAGE ON 
MODEL DRIVEN MACHINE 
EXECUTABLE REGULATORY 
REPORTING 

The Financial Conduct 
Authority (FCA) has published 
a new webpage on model 
driven machine executable 
regulatory reporting. One of 
the key technology areas on 
which the FCA is focusing is 
the development of solutions 
to the increasing challenges 
faced by financial institutions in 
implementing their regulatory 
reporting obligations. Along 
with the Bank of England, 
the FCA is exploring how 
technology can be used to 
link regulation, compliance 
procedures, firms’ policies and 
standards, together with firms’ 
transactional applications 
and databases. 

If successful, the FCA believes 
this opens up the possibility 
of a model driven and 
machine readable regulatory 
environment that could 
transform and fundamentally 
change how the financial 
services industry understands, 
interprets and then reports 
regulatory information.

rules apply…
FCA CONSULTS ON 
CLARIFYING EXPECTATIONS 
OF FIRMS RELATING TO 
UNREGULATED MARKETS 
AND ACTIVITIES

The Financial Conduct 
Authority (FCA) has published a 
consultation paper on industry 
written codes of conduct 
relating to unregulated markets 
and activities (CP17/37). The 
FCA proposes a general 
approach to supervising and 
enforcing its senior managers 
and certification regime 
(SM&CR) rules for authorised 
firms’ unregulated activities, 
including those covered by 
industry codes.

They stated: “Financial firms 
and their staff should be clear 
about our expectations of 
good conduct. For authorised 
firms, the FCA sets the 
framework for conduct and 
makes clear its expectations 
of firms and individuals 
undertaking regulated activities. 
However, for markets and 
activities not covered by 
regulatory rules and principles, 
our expectations of authorised 
firms can be less clear. This 
consultation sets out proposals 
to address this, in light of the 
development of voluntary 
industry written codes of 
conduct for unregulated 
financial markets and, 
separately, the FCA’s Senior 
Managers and Certification 
Regime.”

THE FINANCIAL 
CONDUCT AUTHORITY 
(FCA) HAS PUBLISHED 
ITS ‘FCA MISSION: OUR 
FUTURE APPROACH TO 
CONSUMERS’.

When the Financial Conduct 
Authority (FCA) launched 
its mission, it committed 
to publishing a series of 
documents that would explain 
its approach to regulation 
in more depth. The FCA’s 
Approach to Consumers is the 
first in this series, and explores 
the approach to regulating 
for consumers.

The FCA has opened a 
consultation on its approach 
document to ensure that 
the proposed approach will 
truly help meet the needs of 
consumers. The consultation 
will close on 5 February 2018 
and they will publish the final 
Approach to Consumers in 
2018. The FCA wants to see 
markets where:

• high quality, good value 
products and services that 
meet consumers’ needs  
are available

• consumers can buy the 
products and services they 
need and the way in which 
they are sold is clear, fair 
and not misleading

• the needs of vulnerable 
consumers are taken into 
account.

payment 
proposals machine 

magic?FCA CONSULTS ON 
REGULATORY FEES AND 
LEVIES FOR 2018/19 

The Financial Conduct 
Authority (FCA) has published 
a consultation paper on 
regulatory fees and levies: 
policy proposals for 2018/19 
(CP17/38). In particular, the FCA:

• proposes to amend the tariff 
data (the measure of the size 
of firms within a fee-block) it 
will use to calculate insurers’ 
FCA periodic fees and the 
Financial Ombudsman 
Service annual levies from 
2018/19 

• plans changes to update  
the scope of its financial 
penalty scheme

• invites views on whether 
and how the FCA might 
refine the definition of 
credit related income to 
take account of the specific 
circumstances of consumer 
hire agreements. It uses 
income as the basis for 
calculating consumer 
credit fees

• informs Northern Ireland 
credit unions, co-operatives 
and community benefit 
societies how they will fit 
into fees structure when 
the FCA becomes their 
registration authority in 2018

• seeks views on whether 
it should recover 
administration costs by 
charging firms that require 
the FCA to issue them with 
paper invoices through the 
post, instead of using an 
automated invoicing system. 
If there is support, the FCA 
will consult next year on 
introducing a charge from 
2019/20

• consults on a revised 
methodology for calculating 
the levy that funds the debt 
advice work of the Money 
Advice Service. The proposal 
is to align the levy more 
closely with firms’ 
lending activities.

CP17/38 closes to comments 
on 15 January 2018. The FCA 
will publish feedback, together 
with final rules, in its March 
2018 Handbook Notice.

mission 
impossible? FCA 

alert
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an escape 
route?
FCA GUIDE TO COMPLETING 
APPLICATIONS TO CANCEL 
FIRM’S AUTHORISATION

The Financial Conduct Authority 
(FCA) has published a guide 
to completing the application 
process to cancel a firm’s 
authorisation under Part 4A 
of the Financial Services and 
Markets Act 2000 (FSMA).

The guide provides useful 
information if you want 
to cancel all of your firm’s 
authorisation permissions and 
cease regulatory activity. It is 
designed to help completion 
of the electronic application 
fully and accurately. 

Before completing the form, 
applicants should check the 
sections of the Handbook 
that are relevant to your firm’s 
business model. A more 
detailed and fully completed 
application should assist 
the FCA in transacting an 
application and therefore 
reduce delays.

FCA SURVEY PUBLISHED: 
UNDERSTANDING THE 
FINANCIAL LIVES OF UK 
ADULTS

The Financial Conduct 
Authority’s (FCA) Financial Lives 
Survey is the regulator’s first 
large scale tracking survey of 
13,000 consumers and found 
that half, 25.6 million people, 
are at risk of being financially 
vulnerable. 

This means that they either have 
too much debt, no savings, 
can’t manage their money or 
face financial difficulties as a 
result of bereavement,  
divorce or ill health.

Based on face-to-face and 
online interviews, it is the key 
source of information that 
underpins FCA consumer 
protection work and also 
provides valuable insights  
for any organisation focusing 
on consumers and finance.  
Full findings can be found 
on their website 
www.fca.org.uk.

FLA SEPTEMBER FIGURES

CONSUMER FINANCE

New figures released by the 
Finance & Leasing Association 
(FLA) show growth of 3% in 
consumer finance new business 
in September, compared with 
the same month last year. In 
Q3 2017, new business grew 
by 6% compared with the same 
quarter in 2016.  

In September, credit card and 
personal loan new business 
together grew by 3% compared 
with the same month in 2016, 
while retail store and online 
credit new business increased 
by 6%. The value of second 
charge mortgage new business 
was similar to September 2016, 
while new business volumes fell 
by 2% over the same period.

CONSUMER CAR FINANCE

New business volumes in the 
Point of Sale (POS) consumer 
new car finance market fell by 
11% in September, compared 
with the same month in 2016, 
while the growth in the value 
of new business was flat over 
the same period. In Q3 2017 
overall, new business was up 1% 
by value, but fell 9% by volume.  

The percentage of private 
new car sales financed by FLA 
members through the POS held 
steady at 86.0% in the twelve 
months to September. The POS 
consumer used car finance 
market reported new business 
in September up 9% by value 
and 3% by volume, compared 
with the same month last year.

ASSET FINANCE

Asset finance new business 
(primarily leasing and hire 
purchase) fell by 6% in 
September, compared with 
the same month last year. In 
Q3 2017, new business fell by 
2% compared with the same 
quarter in 2016.  

While new finance for business 
equipment grew in September 
by 4% compared with the same 
month in 2016, new finance  
for plant and machinery fell by 
8% over the same period.

REGULATORS CLAMPDOWN 
ON CONSUMER CREDIT 
MAY BACKFIRE

A clampdown by financial 
watchdogs on risky consumer 
loans could backfire and 
harm borrowers, lenders 
have claimed.

A trade body for companies 
behind £88bn of credit last 
year is battling Financial 
Conduct Authority (FCA) plans 
to tighten the lending rules.

The Finance & Leasing 
Association (FLA), whose 
members offer products 
including credit cards, retail 
finance and car loans, objects to 
many of the planned changes. 
Lenders would be required 
to take extra steps to ensure 
a person’s creditworthiness, 
including only factoring in an 
applicant’s income rather than 
household means.

A draft FLA consultation 
response, criticises the 
exclusion of household 
income as a retrograde step in 
the drive to promote financial 
inclusion. It also argues the 
FCA has powers to stop risky 
lending under the existing 
regime and says the regulator’s 
overly paternal approach 
abrogates the customer 
from any responsibility.

Experts have repeatedly 
raised the alarm about rising 
consumer credit, which has 
outstripped wage growth, with 
the Bank of England warning 
lenders risk losing £30bn if the 
economy worsens.

nothing to 
smile about?
FCA COMPLAINTS DATA 
FOR FIRST HALF OF 2017 

The Financial Conduct Authority 
(FCA) has published complaints 
data relating to the period from 
January 2017 to June 2017. 
The press release links to FCA 
webpages on: 

AGGREGATE COMPLAINTS 
DATA.

This page contains information 
on the complaints that firms 
reported to the FCA, including 
the most complained about 
products, the main reasons 
for complaints and outcomes 
for consumers

FIRM-LEVEL COMPLAINTS 
DATA.

This webpage contains data 
from firms that report 500 or 
more complaints within the 
period from January 2017 
to June 2017, or 1,000 
or more for an annual 
reporting period. 

In total, 3.32 million complaints 
were recorded by firms in 
the first half of 2017. This 
compares to 3.04 million in 
the second half of 2016. Since 
June 2016, firms have been 
required to report data to 
the FCA in a new way, which 
has increased the number of 
complaints reported. This is 
the first half year in which all 
firms are reporting under the 
new rules. Payment Protection 
Insurance (PPI) continues to 
be the most complained about 
product, making up a third of 
all complaints in the first half of 
2017. The total redress paid to 
consumers was £1.99 billion in 
the first half of 2017, with 82% 
of the total redress payments 
for PPI complaints. 

judge, jury and 
executioner?
MORE BUSINESS CCJS IN 
Q3 2017

The number of county court 
judgments (CCJs) registered 
against businesses in England 
and Wales rose during the third 
quarter of 2017, compared with 
the same period a year ago, 
according to figures released 
by Registry Trust.

STATISTICS COMPARED 
WITH Q3 2016

CCJs against all businesses 
Q3 2017

• total number: 24,698 
(up 27%)

• total value: £80.5m  
(up 13%)

• average value: £3,260 
(down 12%)

CCJs against incorporated 
businesses Q3 2017

• total number: 16,479  
(up 40%)

• total value: £56.7m  
(up 17%)

• average value: £3,441 
(down 17%)

CCJs against unincorporated 
businesses Q3 2017

• total number: 8,219 (up 8%)

• total value: £23.8m (up 4%)

• average value: £2,897  
(down 3%)

High Court Judgements against 
businesses Q3 2017

• total number: 14 (down 12)

• total value: £1,041,640 
(down £25.2m)

• average value: £74,403 
(down £936,464).

BOE COMMENCES DIRECT 
DELIVERY OF CHAPS 
SERVICE

The Bank of England (BoE) 
has published a press 
release announcing that it 
has commenced the direct 
delivery of the CHAPS service. 
The announcement follows 
publication of a blueprint 
from the BoE in May 2017 for 
a renewed Real-Time Gross 
Settlement service, where 
the BoE stated that it was 
working on a transition. Prior 
to November 2017, the CHAPS 
service was operated by the 
CHAPS Clearing Company Ltd, 
a private entity.

The BoE has also published a 
new CHAPS webpage. CHAPS 
is a sterling same day system 
that is used to settle high value 
wholesale payments as well 
as time critical, lower value 
payments like buying or paying 
a deposit on a property.

getting up 
falling down

clampdown 
conflict gloomy 

outlookadequate 
protection?
FCA TO CONSULT IN NEAR 
FUTURE ON EXTENDING 
FOS SCHEME TO INCREASE 
SME ACCESS

The House of Commons 
Treasury Committee has 
published a transcript of oral 
evidence given at a hearing 
on 31 October 2017 on the 
work of the Financial Conduct 
Authority (FCA). The witnesses 
at the hearing were Andrew 
Bailey, FCA chief executive, 
and John Griffith-Jones, FCA 
chairman. Much of the hearing 
focused on the independent 
skilled person’s report into the 
treatment by the Royal Bank of 
Scotland of small and medium 
sized enterprise customers 
transferred to its Global 
Restructuring Group.

At the request of the 
committee, the FCA published 
an interim summary of the 
report in October 2017. 
Among other things, the 
interim summary encourages 
the FCA to work with the 
government to ensure there 
are adequate protections for 
less sophisticated SMEs. It 
suggests this could include the 
extension of the unfair contract 
terms protections to SMEs and 
greater access to the Financial 
Ombudsman Service.

same day 
system…
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a rainy day?
RESEARCH REVEALS 
RETIREMENT PROSPECTS 
WORSEN

Half of those who are in the 
final ten years of work before 
their planned retirement date 
admit to being jealous of 
the finances of those who 
have already stopped work, 
according to new research 
from Prudential.

The study reveals that pension 
savers in their final years of 
work are concerned that 
they won’t be able to match 
the living standards of those 
who have already retired and 
admit to being jealous of their 
pensions and their lifestyles.  
Key findings show that:

• 33% simply wish they 
had saved more for their 
retirement

• 13% admit to having been 
unrealistic about the age at 
which they will be able to 
afford to retire

• 16% admit they are not 
saving into a pension at all, 
even this close to retirement.

However, there is cause for 
optimism as incomes for new 
retirees have reached a post 
financial crisis high. Average 
expected retirement incomes 
have been growing steadily 
since 2013 to the point where 
people giving up work this year 
expect to live on an average of 
£18,100 a year, only £600 off 
the peak in 2008. From this, 
40% believe they will be as 
financially comfortable as those 
who are already retired while 
six per cent believe they will 
actually be better off. 

ADVISORY GROUP TO HM 
TREASURY REPORTS ON 
GROWING CULTURE OF 
SOCIAL IMPACT INVESTING 
IN UK: FINANCIAL SERVICES 
ASPECTS

The independent advisory 
group to HM Treasury 
has published a report on 
growing a culture of social 
impact investing in the UK. 
The report covers challenges 
and opportunities of social 
impact investing, as well 
as recommendations for 
stakeholders and policy makers.

In 2016, the Government set 
up an independent advisory 
group to answer an important 
question: How can the 
providers of savings, pensions 
and investments engage with 
individuals to enable them 
to support more easily the 
things they care about through 
their savings and investment 
choices? 

There is a strong and growing 
interest among individuals 
in seeing their savings and 
investments do social good, 
as well as produce a financial 
return. ‘What happens to my 
money?’ is an increasingly 
common question.

The financial services industry 
should be prepared to answer 
these questions, or risk 
customer demand for social 
impact investing remaining 
latent. For full details go to the 
government website.

THE FCA MUST STEP IN 
TO CURB THE RISE OF 
CONSUMER DEBT, SAYS 
CITIZENS ADVICE

On 30 October the Bank of 
England consumer credit 
statistics showed that consumer 
borrowing has risen by 9.9% in 
the year to September 2017, 
now totalling £204 billion.

With speculation rising about 
the Bank of England increasing 
interest rates, Citizens Advice 
is urging the Financial Conduct 
Authority to take action now to 
help people who are already 
struggling to repay their debts.

Earlier this month, the Financial 
Conduct Authority (FCA) 
revealed that half of people 
are financially vulnerable and 
eight million are already over 
indebted. The charity is now 
calling for the regulator to 
step in to curb the growth in 
consumer debt.

Gillian Guy, Chief Executive of 
Citizens Advice, said: “The rise 
and rise of consumer debt is a 
cause for alarm at a time when 
large numbers of people are 
already in financial difficulty.

“The FCA must step in to curb 
the worrying rise in debt, by 
banning credit card firms from 
pushing more credit onto 
people who haven’t asked for it, 
and compelling them to offer 
support sooner when it’s clear 
people can’t pay.

“The FCA’s own research shows 
that eight million people are 
already struggling with debt, 
leaving them vulnerable to 
falling into a debt spiral should 
interest rates rise or a life 
change sets them back on 
their repayments.

“It’s essential that the regulator 
and credit card companies 
act together to prevent  
people getting stuck with  
ever-growing debts that they 
can’t afford to repay.”

a gift horse?
CREDIT CARD COMPANIES 
PUSHING CREDIT ON 
MILLIONS OF PEOPLE WHO 
CAN’T PAY

People who don’t think they 
can pay their debts are being 
given thousand of pounds of 
credit they haven’t asked for, 
Citizens Advice warns.

Fresh evidence from the 
charity suggests that six million 
people have had their credit 
limit increased in the last year 
without their consent, and 
32% of those showing signs 
of struggling financially were 
given a rise.

On average, credit card holders 
were given rises of £1,481 
without being asked, with 
one in ten people receiving 
increases of £3,000 or more. 
This is despite 85% of people 
thinking that credit card 
companies should always ask 
permission before increasing 
someone’s limit.

The figures show that credit 
card companies are not only 
lending too freely, but putting 
individuals and the wider 
economy at risk if people are 
unable to pay down their debts.

Research carried out for 
Citizens Advice shows that 
in the last 12 months, 28% of 
credit card holders (8.4 million 
people) received a credit limit 
increase.

However, only one in four 
credit card holders who were 
given a rise actually asked for it, 
the remaining three in four limit 
raises were initiated by credit 
card companies.

The Financial Conduct 
Authority has agreed with 
credit card providers that they 
will start asking new customers 
for their consent before raising 
limits, and give them the 
option to carry on receiving 
uninvited increases. Existing 
customers will be given the 
option to ask their lender to 
require their consent.

the big 
squeeze?
INFLATION REMAINS AT FIVE 
YEAR HIGH OF 3%

CPI inflation remained at a five 
year high of 3% in October, 
unchanged from September, 
according to the latest ONS 
data released in November. 
CPIH, which the ONS are now 
using as their headline measure 
and which includes owner 
occupiers’ housing costs, was 
2.8% in October 2017, also 
unchanged from September.

The inflation rate for food 
and non-alcoholic beverages 
continued to increase to 4.1%, 
the highest since September 
2013. Rising prices for food and, 
to a lesser extent, recreational 
goods provided the largest 
upward contributions to change 
in the rate between September 
2017 and October 2017.

The upward contributions 
were offset by falling motor 
fuel and furniture prices, 
along with owner occupiers’ 
housing costs, which 
remained unchanged between 
September 2017 and October 
2017, having risen a year ago.

Head of Retail Platform 
Strategy, Alistair Wilson, at 
Zurich, commented: “Higher 
inflation is creating a living 
standards headache for families 
as prices continue to rise 
faster than their pay packets. 
However, there are signs that 
the worst of the squeeze on 
family finances may be coming 
to an end with British workers 
set for the biggest pay rises 
since before the financial crisis, 
likely to increase by between 
2.5 and 3.5% next year.”

Source: financial reporter

SNP CLAIM UNIVERSAL 
CREDIT IS PUSHING 
THOUSANDS OF PEOPLE 
INTO POVERTY

The austerity obsession of the 
Government is driving more 
people, particularly children, 
into poverty. Zero hours 
contracts, under employment 
and low pay mean that it is 
actually workers that make up 
a high proportion of food bank 
users and 60% of children living 
in poverty, do so despite having 
a working parent.

After seeing a steady decline, 
the number of children living in 
poverty now is on the rise with 
four million children living in 
poverty, a number expected to 
reach five million by the end of 
this decade.

Universal credit, the new social 
security benefit that merges six 
previous payments into one 
salary like monthly payment. 
The principle of simplifying 
benefits and giving recipients 
greater independence is a 
valid one but the roll out of 
Universal Credit has proven 
to be disastrous, with dire 
consequences for many 
individuals.

Universal credit’s minimum 
six week wait for the first 
payment has led to many 
falling immediately into debt or 
rent arrears. For others, the six 
weeks have stretched to eight 
to ten weeks with no income 
and, in desperation, has forced 
people to borrow from family 
or payday loans.

The reality is that Universal 
credit is pushing thousands of 
people into poverty, debt and 
destitution with hundreds of 
families having to rely on food 
banks and emergency aid just 
to get by. Research from the 
Trussell Trust has even shown 
that food bank use has soared 
by 30% in areas where universal 
credit has been rolled out.

 

THE AUSTERITY GENERATION 

The promise of greater rewards 
from work, made to working 
families, has been broken as 
a result of cuts to universal 
credit and tax credits, with 
losses reaching thousands of 
pounds in many cases, new 
analysis by Child Poverty Action 
Group and the Institute for 
Public Policy Research shows. 
Reduced rewards from work, 
key findings: 

• working families stand to lose 
£930 a year on average from 
cuts in the tax credit system 
and £420 a year from cuts 
to universal credit, these are 
losses across the population, 
so the losses for tax credit 
and UC recipients would be 
much higher

• freezes and cuts to universal 
credit work allowances will 
leave lone parents worse off 
by, on average, £710 a year, 
couples £250 a year

• work allowance cuts  
have the greatest impact in 
cash terms on households  
in the second and third 
deciles, ‘JAMs’, the ‘just 
about managing’ group.  
The percentage impact is 
highest for the first (the 
poorest) decile

• in order to make up the 
losses caused by the cut 
in work allowances, a full 
time working couple on 
the ‘national living wage’ 
would have to work 17 extra 
working days a year. A lone 
parent already working full 
time for the ‘national living 
wage’ would have to work  
41 extra days a year to 
recoup their loss, equivalent 
to a fourteen month year. 

The organising principle 
of universal credit was to 
strengthen the rewards from 
work but this analysis shows 
that, while work incentives 
may have improved for some 
families, big falls in family 
income caused by cuts and 
changes to universal credit 
have left many worse off 
overall, overwhelming any 
gains from increases in the 
‘national living wage’, personal 
tax allowances and help for 
childcare.

maintaining 
the balance?

out of 
depth?

making 
your money 
work…

MORTGAGE DATA SHOWS 
FALL IN ARREARS

The number of mortgages 
in arrears of 2.5% or more of 
the outstanding balance fell 
again in the third quarter of 
2017, according to new figures 
from UK Finance. At 88,300, 
the number of mortgages in 
arrears was 2% lower than 
in the second quarter of the 
year (90,400) and at its lowest 
level since this run of data 
began in 1994. The number 
of properties taken into 
possession in the third quarter 
nudged upwards to 1,900, the 
same total as in the first three 
months of this year. 

The number of mortgages in 
arrears fell across all bands, 
apart from those owing 10% 
or more of the outstanding 
balance. 

UK Finance’s Head of 
Mortgages Policy June Deasy 
said: “Even a small rise in 
mortgage possessions is 
disappointing but, after a long 
period of declining numbers, it 
was inevitable that they would 
rise again at some stage. Both 
arrears and possessions remain 
low by historical standards and 
look set to be lower for the 
year than we predicted at the 
start of 2017.” 

a sinking 
ship?

below the 
breadline?
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know the way
go the way
show the way
Since the Financial Conduct Authority took over regulation of the credit arena 
in 2014, they have worked to ensure the fair treatment of consumers, from an 
industry offering responsible credit. Moving forward, they will focus heavily on 
leadership, tone and culture. 

Our 2018 political voice will be raised, to shape and promote access to credit 
for the nation, and stand against excessive controls which will impact negatively 
on consumers, lenders and potentially the UK economy. Next years’ conference 
will reflect on what promises to be yet another turbulent year. See you there.

CCTA leading the way 
Find out more at www.ccta.co.ukLE
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CCTA CONFERENCE 2017

THE VOICE

SPONSORS & EXHIBITORS EXHIBITORS

SUPPORTERS

THANK YOU

OUR SPONSORS, EXHIBITORS AND SUPPORTERS...

THE SOLD OUT EVENT WAS A HUGE SUCCESS, AND WE 
WOULD LIKE TO TAKE TO OPPORTUNITY TO THANK... 

OUR SPEAKERS...

AND THE DELEGATES...
FOR THEIR INVESTMENT IN THE FUTURE OF OUR INDUSTRY

Professor Nigel Waite – Founding Director, 3R Insights
Chris DeBoer – President and CEO Global Analytics

Jonathan Phelan – Head of Retail, Finance and Debt Supervision, FCA
Jeanette Burgess – Partner and Head of Regulatory Services, Walker Morris LLP

David Smith – Economics Editor, Sunday Times
Jonathan Horsman – Managing Director, Centaurus Communications

Chris Pond – Chair, Lending Standards Board
Peter Gannon – Managing Partner, Invigor8

Richard Carter – Managing Director, Equiniti Credit Services
John Lamidey MBE – Senior Partner, Arminius Services

Frank Johnstone – Partner, Dentons

The CCTA annual conference took place on 2 November at the 
Nottingham Belfry Hotel. As the final part of our ‘Embracing Change’ 

trilogy, THE VOICE provided a perfect spring board for the 
2018 leadership, tone and culture theme.



MOBILE MONEY BUYS AUTOMONEY 

Logbook lender Mobile Money, part of the Norfolk Capital 
Group, has bought the brand AutoMoney and a portfolio 
of AutoMoney loans.

The acquisition, on 8th November 2017, was from 
the US-backed Quickclick Loans Limited (QLL) for an 
undisclosed sum, following QLL’s ceasing lending from 
its 26 UK branches at the end of September 2017.

Roger Lingard, CEO of Mobile Money, said “The Norfolk 
Capital Group is always looking for assets and entities 
that will improve its offering of personal finance options 
in the UK and in an increasingly competitive market, 
any opportunity to acquire a brand of the calibre of 
AutoMoney is always going to be appealing.” 

Owned wholly by Andrew Turner and his wife, Sharon, 
the Norfolk Capital Group includes brands such as 
guarantor lender, UK Credit, buy-to-let mortgage broker, 
Commercial Trust, second charge lender, Central Trust, 
secured loan broker, The Loans Engine and the specialist 
buy-to-let and commercial lender, Mercantile Trust.

Commenting on this latest addition, Lingard noted: 
“AutoMoney had been geographically restricted due 
to reliance on its branch network. Taking the brand 
exclusively online will see the offer extended across 
England and Wales, where Mobile Money already offers 
full coverage through its extensive network of mobile 
agents. As well as the ability to take a loan from the 
comfort of their own home, AutoMoney customers will 
also now benefit from more flexible payment methods.”

Roger Lingard added: “Mobile Money has built its 
reputation on offering excellent service to its customers 
and so we were delighted that, with the help of our 
systems suppliers, Anchor, and the team at QLL we were 
able to ensure minimal consumer disruption.“

Established in 1998, Mobile Money was the UK’s first 
logbook lender and the creation of an additional 15 jobs 
in Redditch will enable the business to grow AutoMoney 
alongside the Mobile 
Money brand.

CHALLENGER CREDIT BUREAU 
CREDIT KUDOS RECEIVES 
GREEN LIGHT FROM FCA 

On 4 October, Credit Kudos, CCTA member and 
challenger credit bureau, announced its FCA 
authorisation, putting its stake in the ground as a fully 
regulated credit reference agency.

From their Dalston home in an old print workshop, 
Credit Kudos are building a new breed of credit scoring 
system to tackle the problem of increasingly persistent 
consumer debt. Instead of relying on slow, outdated 
measures of creditworthiness, Credit Kudos has built 
a process that monitors financial behaviour in real-time, 
reporting back a financial behaviour score that is truly 
reflective of a borrower. 

Commenting on the announcement, Freddy Kelly, 
founder and CEO of Credit Kudos said: “Becoming a 
fully fledged Credit Reference Agency is recognition 
of the great work our team has put in over the past 
two years, work that has already helped thousands of 
people establish their suitability for credit in a fair, fast 
and transparent way. With Open Banking just around 
the corner, we’ve seen adoption rates rapidly increasing. 
Impending regulatory changes such as the General Data 
Protection Regulation are taking data from the large 
credit bureaus and giving it back to the customers who 
can truly harness its value.”

VIC WARE OBE 

Victor Ware OBE, co-founder and long term director 
of Registry Trust, died on 16 October 2107, age 73.

In 1984, Victor along with David Cavell of CCTA, was 
instrumental in forming Registry Trust and throughout his 
career played a major role in the wider consumer credit.

He will be sadly missed by his family, friends and the 
industry as a whole.

Restons Solicitors Limited assists a number of 
market leaders in the Debt Purchase, Finance 
and Utility sectors with both secured and  
unsecured collections.

Our fundamental understanding of  
commercial, reputational and compliance 
issues, together with a focused, proprietary 
interest in our clients’ receivables means 
that we continue to excel in terms 
of client satisfaction, recoveries and  
complaint avoidance.

To find out more about how our expertise 
can help you, contact Nigel Coe on  
01925 661602 or npc@restons.co.uk or go 
to www.restons.co.uk

Balancing risk with  
collections
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CALLCREDIT HELPS SHIELDPAY’S 
CUSTOMERS TRANSFER MONEY 
WITH CONFIDENCE 

Callcredit Information Group is helping payments 
service firm ShieldPay provide secure online payments 
to its customers.

ShieldPay’s unique and patent pending technology 
protects both buyer and seller in any payment by 
verifying both individuals. Using Callcredit’s ID and bank 
verification solutions ShieldPay can verify both party’s 
identity and bank account reducing the chances of 
peer-to-peer payment fraud. Callcredit’s solutions also 
help ShieldPay to comply with anti-money laundering 
regulations as well as enable its customers to transfer 
money with confidence. 

Via an API Callcredit will provide ShieldPay with source 
data that will validate the identity of both parties but 
will also provide additional checks including knowledge 
based authentication assessments 
to provide verification 
of those identities.

HAMPSHIRE TRUST BANK’S ASSET 
FINANCE TEAM EXPANDS 

Hampshire Trust Bank has announced two new 
appointments in its Asset Finance team, with both roles 
focused on further improving the service the bank 
provides to brokers. 

Clare Peel has joined as a Business Development 
Manager and will focus on maintaining and building 
broker relationships across the North East of England 
and Scotland. Martin Bugden has joined as Internal Sales 
Manager and will concentrate on supporting the bank’s 
intermediary network from its London headquarters.

Hampshire Trust Bank’s Asset Finance team offers 
hire purchase and leasing finance for businesses and 
consumers via independent introducers for a wide range 
of assets and sectors.

Jon Maycock, Managing Director of Asset Finance 
at Hampshire Trust Bank, said: “Clare and Martin are 
welcome additions to our growing team. Brokers are 
at the heart of our proposition and we are focused 
on continually improving and 
enhancing the service we provide 
to our intermediary network.”



Consumer hire firms have complained long and hard at the 
way the Financial Conduct Authority (FCA) calculates its fees 
for consumer hire. The FCA has clearly been listening and has 
issued a consultation which gives the industry an opportunity  
to help shape possible future changes.

Currently, annual fees are calculated by reference to the 
income generated from different regulated activities. The FCA’s 
income calculations for hire purchase and loan agreements 
exclude capital repayments so that, essentially, they are based 
on interest and fee income. By contrast the calculation for 
consumer hire agreements is made by reference to the gross 
rentals payable. Consumer hire firms have pointed out that this 
treatment is unfair as the income calculation fails to recognise 
that a significant portion of rental income represents the 
‘repayment’ of ‘capital’.

In Chapter four of its policy proposals for 2018/19 (consultation 
paper CP17/38) the FCA discusses how it might alter the way it 
treats lease income, although it is at pains to point out that any 
changes won’t come into effect until 2019/20. 

As ever, the FCA’s paper is carefully considered. It highlights 
the difficulties of coming up with a one-size-fits-all solution 
for the wide range of lease products that funders provide. It 
discusses the different treatment of ‘capital’ as between finance 
leases and operating leases, the impact of advance payments, 
how depreciation is handled and the effect of different end 
of lease options. It acknowledges that the income model 
under consumer hire is very different when compared to a 
loan due to factors such as secondary income, including the 
sale proceeds of assets at the end of the term. The treatment 
of payments received for service and maintenance is another 
factor that muddies the waters.

The consultation suggests that the FCA is willing to change  
its methodology but that it would welcome assistance from  
the industry in finding an alternative formula that is both fair  
and consistent. 

This represents an opportunity for the industry to influence the 
process and it is hoped that as many firms as possible will take 
part. Responses to the consultation must 
be made by 15 January 2018. 

Whilst there are numerous potential routes that could be taken, 
one of the simplest might be to assess fees by reference to net 
income after deducting certain defined categories of cost. 

This would involve aggregating rental income (primary and 
secondary), plus fees, plus service charge income, plus disposal 
proceeds. From this would be deducted the original capital  
cost of the asset together with the cost of supplying servicing 
and maintenance. Answers on a postcard to the FCA by  
15 January please!

Since the Financial Conduct Authority (FCA) took over 
responsibility for regulating the Consumer Credit industry in 
2014, I have noticed more and more lenders considering a 
complete outsource of their collections function. I suspect this 
is due to various underlying reasons, such as the number of 
new entrants in to the market and an increase in regulation and 
compliance. But on the flip side, there’s also the desire to inject 
some agility, specialist knowledge and innovation in to their 
business operation.

Lenders may consider that an outsource would distance them 
from the responsibility of recoveries and would be more costly 
than if done in-house. Further, many lenders worry that there 
would be disruption to the brand proposition and customer 
journey. However, if done well, an outsource model is about 
more than economies of scale and cost. This is achieved by:

• operating using the lenders’ software and systems. This 
ensures a seamless customer journey. Also, the lender can 
utilise the suppliers’ skills and knowledge to develop and 
optimise that system, thereby adding value to the business, 
particularly if the lender plans to take back the collections 
function in the future

• ensuring the suppliers’ staff undertake new starter training with 
the lender and, in so doing, understand brand promises, aims 
and objectives. The customer then benefits by having one 
cohesive approach no matter who he or she is speaking to

• properly mapping all processes, procedures and hand-off 
points to ensure consistency of approach. Value-adds include 
a complete review of best practice as part of implementation

• regular monthly meetings to review key performance 
indicators and to ensure innovation and change is constantly 
reviewed and considered. This enables new initiatives to be 
suggested, tested and reviewed 

• agreeing specific and compliant wording for letters, emails 
and SMS. 

One advantage of outsourcing collections work, particularly 
for new market entrants, is the consequent ability to focus on 
building new business while the back end collections piece is 
well looked after by a market specialist. Further, it enables the 
lender to learn and understand market trends from experienced 
suppliers. Questions they should ask, include: How do others 
do this in my space? What options do I have at this point of the 
collections process? Is there a better way of approaching this 
problem? Whether you have a full or partial outsource model, 
I suggest lenders should be working in partnership with their 
service providers to ensure they can capture and integrate 
marketplace advances, improve systems and processes and 
thereby improve the whole customer experience. 

Accidentally releasing a mortgage can be costly for secured 
lenders. However the recent ruling by the Court of Appeal in 
NRAM Ltd v Evans confirms the Courts in some circumstances 
will come to the rescue.

In 2004 Mr and Mrs Evans bought their home with the help 
of an advance from Northern Rock which was secured by a 
mortgage deed registered at the Land Registry. At the same 
time they took an unsecured loan. These two facilities were 
allocated the same account number ending 56522.

These facilities and further borrowing on new accounts were 
consolidated into one loan in December 2005 which was 
allocated a new account number ending 09581. So at that 
point the 2004 liabilities had been subsumed into the 2005 
loan and the account number 56522 closed. Northern Rock did 
not however need a new mortgage because the deed signed in 
2004 was ‘all monies’ securing both current and future lending. 

Both Mr and Mrs Evans then experienced financial difficulties, 
fell behind with their repayments and eventually became 
bankrupt. In the bankruptcy Northern Rock was treated as a 
secured creditor.

Following discharge of their bankruptcy, solicitors on their 
behalf wrote to NRAM (the successor to Northern Rock) 
quoting the original 56522 account only and requested release 
of the 2004 mortgage on the basis the 2004 borrowing had 
been redeemed in December 2005. They made no reference 
to the lending in 2005. 

As the Court noted, the letter from the solicitors presented a 
far from complete picture and NRAM released the mortgage 
(by filing the relevant electronic form of discharge (e-DS1) with 
the Land Registry) before realising that in 2005 the liabilities had 
been consolidated and remained outstanding.

The Evans’ refused to voluntarily allow the charge to be 
re–registered so NRAM issued proceedings seeking an order 
for restoration of its charge at the Land Registry after initially 
registering a unilateral notice. Formal rectification of the register 
was not possible because it correctly recorded the receipt of 
the e-DS1. But the form itself was submitted in error by NRAM, 
an error induced by the solicitors’ letter. This allowed the 
Court to effectively rescind the e-DS1 and then order the Land 
Registry should be altered to bring the Register up to date by 
restoring the security back onto the register.

The decision confirms that in some circumstances a mortgage 
mistakenly released can be restored to the register. The lesson 
for lenders is to ensure they have systems and processes in 
place to ensure all liabilities are repaid before releasing security.

Those who finance, or arrange finance for, goods involving 
some element of part exchange were advised earlier this year 
by the Financial Conduct Authority (FCA) to consider whether 
their permissions were adequate. At the same time the FCA 
issued revised limitations to specifically deal with this activity.

Although at least one prominent expert disagrees, arranging the 
settlement of finance on part exchange is said to involve the 
regulated activities of debt adjusting and, to a limited extent, 
debt counselling. The FCA, in its rule making powers, has 
determined that when such activities result in ‘debt solutions’, 
this forms a separate sub-category of permission, known as 
debt management and that the permissions of firms should 
reflect this. The FCA’s view is that settlement of part exchange 
finance can involve a ‘debt solution’ so those firms are, in its 
view, carrying out debt management activity. 

Lenders financing negative equity (even where the actual credit 
agreement itself is exempt) may be caught, although they 
potentially affect any finance involving dealer part exchange. 
Even where a firm’s debt counselling and debt adjusting 
permissions do not include debt management it must still 
comply with the provisions of CONC 8. These impose various 
detailed requirements, relating to: 

• pre-contract information

• the need for written contracts

• what the firm’s advice should cover and its format

• signposting to free debt advice and the range of debt 
solutions available

• where debt management is provided, a web site link to the 
Money Advice Service.

Whilst the pre-contract requirements are expressly disapplied 
where the contract is a credit agreement subject to pre-contract 
disclosure, firms should still consider providing information about 
part exchange arrangements in its pre-contract explanations as 
taking account of a customer’s information needs is a key part of 
FCA compliance. 

Meeting these requirements is undoubtedly a challenge, so 
firms must look for a practical way of doing so without this 
becoming unduly burdensome.

Debt management firms also have prudential requirements in 
CONC 10 (minimum financial resources) and are subject to 
client money rules in the CASS sourcebook. The latter is not 
likely to apply to lenders but could apply to brokers and dealers, 
protecting settlement shortfalls paid to them by customers.

Whilst what is or is not regulated activity is ultimately for 
legislators or the courts to determine, if they haven’t already 
done so, firms must heed FCA advice and consider whether 
their permissions are adequate for their activities as well as 
consider the various information and governance requirements 
and ensure that, where possible, their processes meet 
these requirements.

Philip Alton 
Partner, Finance, Disputes 
and Regulatory, Gateley PLC

Melanie Chell 
Head of Asset Finance Recoveries, 
Shoosmiths

Jeremy Bouchier 
Solicitor & Chief Legal Officer, 
Reston’s

FCA consults on fees for consumer hire Outsource or Insource, that is the question… Accidental release of a mortgagePart Exchange and FCA permissions

David Wood
Consultant, Asset Finance and Consumer 
Credit Regulation, DWF
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PAINTING 
A PICTURE

In today’s challenging economic 
environment, with inflation at a five year 
high and stagnating wages, UK household 
incomes are under increasing strain. At 
the same time consumer debt has risen 
to £200bn, the highest level since the 
financial crisis. Combined, this creates 
a worrying state of affairs for lenders 
who, according to the Bank of England, 
could end up with £30bn in losses if 
unemployment levels or the historically 
low interest rates, despite the recent 
increase, were to continue to rise. 

The impact of people defaulting on 
their loans resulting in bad debt can 
be significant for both institutions and 
consumers. To better understand 
consumers’ financial outlook and 
attitudes towards credit, debt and their 
relationship with lenders, we surveyed 
over 2,000 individuals based in the UK. 

THE CONSUMER’S PERSPECTIVE 
Worryingly, 21% of people we interviewed 
admitted that they have to rely more on 
credit for the essentials. In addition, 41% 
say that their ability to repay this hasn’t 
increased in line with higher credit limits 
they have been offered. Consequently, 
some consumers are finding themselves 
in a position where they are unable to 
keep up on the repayments of their debt. 
In fact, more than 36% have had a debt 
passed on to a collections agency at one 
point in their lives.

One of the most surprising and 
noteworthy findings of the research is 
that 30% of consumers see default as 
being the fault of the lender rather than 
the borrower. With this in mind, how 
can lenders ensure that their customers 
receive the help they need and best 
customer experience possible when they 
run into financial difficulty? 

THE IMPORTANCE OF TRULY 
UNDERSTANDING YOUR CUSTOMER
Shaping fairer, more flexible support for 
customers based on a comprehensive 
understanding of their true financial 
situation is important because it shows 
that as an organisation, you understand 
you’re dealing with a real person that may 
be experiencing financial difficulty. 

Because there can be a myriad of reasons 
why people default on their payment, it’s 
crucial to look at every situation from the 
individual’s point of view. The key to this 
is creating a 360° view of them and their 
finances, using verified data, delivered 
accurately in real-time. This will paint the 
precise picture of overall indebtedness, 
financial commitments, dependants and 
previous credit history, to enable you to 
assess a customer’s financial vulnerability 
and decide the appropriate customer 
journey with much more clarity. 

Because prevention is better than cure, 
working with experts to do pre-default 
modelling on this data can also help you 

spot customers who might need assistance 
early on, not just those whose who have 
already fallen into financial distress. 

BETTER CONTACT STRATEGIES 
In addition, to enable better collection 
conversations, being able to effectively 
contact your customers is key and 
providing a single customer view will 
allow you to understand any cross over 
between accounts and customers. As 
people in high transiency areas often 
need to be monitored more closely and 
contacted by mobile or digital rather than 
other channels, considering transient data 
is also important. 

PUTTING THE CUSTOMER FIRST
Precisely understanding your customer’s 
situation and establishing these 
relationships will not just help lenders be 
FCA compliant, but will also provide a 
better solution. By actively treating every 
customer as a unique individual, lenders 
can help ensure that they receive the best 
possible lending experience, even if they 
do run into financial difficulty.

COLLECTIONS – IMPROVING 
THE CUSTOMER’S EXPERIENCE 
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Anchor Computer Systems, 1 Chestnut Court, Parc Menai, 
Bangor, Gwynedd LL57 4FH Tel. 01248 672940 www.anchor.co.uk

Our experience and knowledge of the
instalment credit market means that our
Sentinel system is capable of handling a
multitude of different loan agreement
types as standard.

This flexibility is at its core assisting you to
drive your lending business forward
through the changes required by the FCA.

The adaptability means that it provides an
end-to-end solution with web services
enabling applications from customers, lead
generators, brokers and affiliates and a
back office function taking your customer
from their initial application and
underwriting through payment collections
and arrears management to settlement.

It is already the system of choice for over
200 companies. Why not call us to see why
these companies chose Sentinel.

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

Mike O’Sullivan 01248 672940
07854 955070

Alternatively email
enquiry@anchor.co.uk

Can your Loan Management System
take your customers on a journey
Payday Loan • Instalment Loan
Guarantor Loan • Secured Loan
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WHAT IS REPUTATIONAL RISK? 

Research by Weber Shandwick reveals 
that executives estimate, on average, 60% 
of their firms’ market value is attributable 
to its reputation. 

Bad news travels fast and thanks to the 
power of social media your reputation 
could be irreversibly damaged if you do 
not have the measures in place to reduce 
or see off threats. If stakeholders are 
being flooded with bad reviews, negative 
press, or even perceived threats such as 
untrue accusations your reputation risks 
being harmed, however stable you may 
think it is. 

So how can you move from reacting to 
a crisis when a threat to your reputation 
occurs, to continually managing risk and 
maintaining your reputation? 

Become pro-active to be reactive, rather 
than panicking about the latest fire drill to 
hit your company.

HOW DO YOU START TO MANAGE 
YOUR REPUTATIONAL RISK
Have a plan of action that can be 
implemented as soon as, and maybe 
even before, your reputation is at risk.

• who is in charge of reputational risk? 
The rise of the position of Chief 
Reputation Officer since the financial 
crisis proves there is a need for an 
executive level owner

• have you role-played through potential 
scenarios? Considering what could 
potentially happen will help you set up 
steps to take if the worst does happen

• have you got an arsenal of credentials? 
Start building up your paperwork. If an 
untrue threat came in to a restaurant 
about poor quality but the restaurant 
had no certification from their 
standards agency to show their quality 
was excellent, they would have to work 
even harder to rebuild their now 
damaged reputation

• is your front line empowered 
to respond to a threat? They 
need to be prepared and 
well equipped to manage 
the risk and threat 
before it escalates 

• do you have systems in place? 
Technology can be a tremendous 
weapon in managing reputational risk. 

EXECUTE AND EXCEL: 
• are you prepared to react quickly? 

Response time is critical in the 
execution of any reputational strategy 

• are your responses proportionate to the 
level of threat? Reacting quickly is great 
but make sure not to overreact. Any 
response needs to be proportionate 
and thoughtful

• can you engage your advocates 
and independent spokespeople? 
Customers tend to discount the 
corporate propaganda that is issued in 
the wake of a reputational challenge. 
Consider how you would reach out to 
your brand advocates to amplify your 
message during a threat 

• do you leverage all channels 
consistently? If you have different 
teams managing different types of 
communication, it’s important to share 
the same information regarding a 
threat across all your channels. An 
inconsistent message will only add 
more fuel to the fire.

It only takes one risk or 
threat to scar a reputation 
permanently. Being aware 
of your reputation 
and what your 

stakeholders really think about you is the 
key to managing the upkeep of a great 
reputation. Investing in technology can 
help you keep tabs on your reputation. 
Reputational Risk Management software 
can assist you in noticing trends in 
complaints, such as an issue with a 
product or service, and give you the 
information you need to act fast to 
prevent a problem from denting 
your reputation. 

Remember the days before mobile 
phones, or before the internet changed 
our lives? It’s frightening to think that 
it really wasn’t that long ago. Those 
enormous early mobile phones first 
appeared in the mid 1980’s, and the 
internet came even later when the world 
wide web went live in 1991. 

Back in 1991, a typical office would have 
had IBM electric typewriters rather than 
computers, and the facsimile machine 
was pretty much the latest technological 
marvel. If there was a computer, it would 
have had floppy disks and a big green 
screened display terminal, and would 
have been less powerful than today’s 
most basic mobile phone, and quite 
possibly dumber than even your toaster.

Back then, data was usually held in 
ledgers and files, often difficult to locate, 
and rarely would it have been shared with 
anyone. When it came to personal data, 
an individual’s life was arguably much 
more private than it is today. 

Now, with the internet, the cloud, and 
the sheer power of computers and 

their enormous memory capacity, 
the amount of data out there is 

scary. Information about so many 
people is easily accessible. 

Unless you are a social media 
recluse, just about anyone 

can find something out 
about you. With so 

much data sharing 
between different 

organisations, 

information about individuals, their 
interests, behaviours and life styles is 
readily available from a plethora of 
different sources, often at minimal cost.

Big businesses use data relentlessly 
to find and target new customers. 
Remember how Tesco accelerated to 
become Britain’s biggest retailer after 
launching Clubcard and skilfully exploiting 
the data they collected? If Tesco was 
going to open a new store, you can be 
pretty certain that the data they held from 
Clubcard would dictate not only where 
the new store should be, but also the 
exact range of products it should stock 
and the prices it should charge.

Smaller businesses have been slower to 
harness the power of data. They don’t 
have the same resources and budgets 
as big business, and in the past, this 
has been a real barrier. But the data is 
out there, and with today’s software 
technology, analysing and learning from 
historical data can provide insight and 
knowledge. Compliment that with the 
right data from external sources and 
new opportunities for growth start to 
become clearer. Today, it’s easier and less 
expensive to do just that than it has ever 
been, as software systems increasingly 
speak to each other in the same language 
through clever links called API’s. 

The electric typewriter and the facsimile 
were state of the art back in the ‘90’s,  
and often businesses carried on with  
them because, they did their job.  
But when everybody eventually stepped  
up to PC’s and emails, we suddenly 
realised just how useless the old 
technology really was. Perhaps in the 
same way, businesses should take a 
critical look at the software systems 
and data sets that they use. I wouldn’t 
mind betting that you’ll find that while 
your software ‘does the job’, in reality, 

migrating to a modern software 
platform might actually be as 

dramatic an improvement as 
replacing those old typewriters 

with a computer and word 
processing software.

...LINE FORCEFRONT...
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First movers win the right to brag this 
month as they roll out with for the first 
time with Instant SEPA Credit Transfers 
(also known as SCT INST), a payment 
type that will change the way that 
euro loan advances are made across 
Europe. Under the old SEPA scheme, 
which will continue to run concurrently, 
cross border European payments were 
processed in batches, and payments 
reached their destination by the next 
day. With SEPA Instant Credit Transfers, 
transactions are processed in realtime, 
24/7, 365 days per year, and reach their 
destination in less than 10 seconds. 

George Evers of Vocalink says: “The ability 
to move money in real time is consistent 
with our expectations around how quickly 
we can access music, content, videos, 
etc. We expect instant fulfillment of all 
our wants, how much more important 
is instant fulfillment of our needs, like 
emergency funds to tide us over until our 
next pay packet? 

In the UK, more than 110M UK Faster 
Payments are processed monthly. 
Expectations are that number will be 
eclipsed by SEPA Instant in Europe 
because of its cross border functionality. 
While instant payments are not new 
within certain individual countries in 
Europe, the ability to instantly send 
payments from any country to any bank 
account in the 34 SEPA countries is a 
game changer. 

HOW WILL THIS AFFECT CONSUMER 
LENDING IN EUROPE? 
SEPA Instant will become as prevalent 
in Europe as Faster Payments have 
become in the UK, but with the added 
advantage that instant credit transfers to 
accounts in all 34 countries within the 
SEPA zone will be easily accessible to 
properly regulated companies no 
matter where they are based. Tom 
Kelleher, Commercial Director, 
of Icon says: “SCT Inst is above 
all an opportunity for early 
adopters to launch game 
changing products with 
value added services 
to grow new business 
and revenues.” It can 
also lead to competitive 
disruption within the industry. 

Providing instant payment capability 
across Europe will affect more than 
just the speed at which payments are 
delivered. There will be knock-on effects. 
Subsequent expectations around instant 
delivery of value are going to change 
the way companies compete. Vincent 
Brennan, Head of Group Operations & 
Payments for the Bank of Ireland, and 
Deputy Chairman for the Euro Banking 
Association explains the necessary 
mindset in the paper Speeding Up the 
Payments Landscape: “The business 
case isn’t in the act of speeding up the 
movement of money, nor even in basic 
propositions such as P2P payments. The 
business case is a broader strategic one, 
around enabling contextual propositions 
for customers.” 

Noyan Nihat, CEO of Transactive, an 
early adopter and platform provider of 
SEPA Instant Credit Transfers, believes 
there is significant opportunity to create 
competitive advantage through better 
customer experience and the logical 
innovations that will follow: “Businesses 
and institutions that make the 
conceptual leap from realtime 
payments across borders 
to new ways to provide 
instant value globally are 
in a prime position to 
capitalise on the 
instant payments 
revolution. The 
disruptive 
impact of 

linking the instant payment schemes of 
multiple countries on one open API as we 
have done is huge. This opportunity will 
favour those who can see the big picture. 
Never before has there been such 
opportunity for meaningful innovation in 
multi-national business platforms.” 

For online lenders who have interest 
in expanding their markets beyond the 
UK, the ability to instantly fund loans in 
34 countries may be the prompt they 
need to begin tackling some of the other 
challenges associated 
with European 
lending. 
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The Vulnerability Registration Service (VRS) 
is an initiative enabling real time, cross 
sector registration of a consumer who, 
with their consent, can protect themselves 
against personal hardship and if required 
ensure further offers of services that may 
increase indebtedness will be supressed 
whilst on the register.

HOW THE VRS WORKS
The VRS is a platform providing vulnerable 
consumers with a single reference point 
for recording their personal circumstances 
at a given point in time when they 
are looking to protect themselves 
against further debt, or where their 
wellbeing may not allow them to make 
reasonable decisions. The platform also 
has an application in existing customer 
relationships, such as in managing arrears 
and collections, and employing the most 
appropriate strategies for a particular 
consumer’s wellbeing.

The service does not determine whether 
or why a consumer may be vulnerable, 
nor does it process the information 
supplied other than for providing a 
platform for optional user interaction in 
the case of consumers that have identified 
themselves as being vulnerable.

VRS is driven by flags which show the 
source of the registration including 
whether it has been initiated directly 
by the individual or a third party, an 
organisation acting on their behalf or 
their representative e.g. someone holding 
power of attorney. 

AIMING TO HELP CONSUMERS
The aim is to provide a service that can 
be used by lenders, utilities (including 
priority services data) insurance providers 
and local authorities and, of course, debt 
counselling organisations.

The VRS can help companies develop 
ways to enable them to lawfully share 
detailed customer vulnerability data with 
one another. Members from different 
sectors can then contact the originator of 
the flag and as a result, having received 
detailed information, companies are in 
a position to identify and offer customer 
support straight away. 

The database has been created specifically 
to register consumers who acknowledge 
that, at that time, they are in a vulnerable 
position and require a period to enable 
them to take order of their affairs. They 
may work with a creditor, supplier of 
services or debt counsellor who 
can register them on VRS.

The free service will provide 
you with the tools to 
identify customers in 
vulnerable situations.

By adhering to CONC principles laid 
out by the Financial Conduct Authority 
(FCA) and staying at the forefront of best 
industry practice you can consistently 
maintain the principles and standards 
that underpin an intention to positively 
influence the industry. 

VRS MEMBERSHIP
Membership with the Vulnerability 
Registration Service (VRS) demonstrates 
an emphasis on identifying and assisting 
vulnerable customers. Debt collection 
agencies taking this approach play a 

part in preventing those individuals 
burdened by indebtedness from 

suffering further hardship. By 
training staff on an ongoing 

basis you will ensure 
that the opportunity to 

safeguard the wellbeing 
of such debtors is 

identified as often 
and as early as 

possible. Training and reviews of software 
systems and processes will allow you 
to continually monitor the handling of 
‘vulnerable accounts’ and ensure that you 
remain in line with the vision set out by 
the VRS. Accurately collating and sharing 
information with other members also 
increases visibility, allowing for greater 
consideration in dealing with a vulnerable 
customers wellbeing.

ISO CERTIFICATION
ISO accreditations are testament to an 
understanding of the value of following 
best business practices. From improved 
quality management and business 
processes through to placing the 
protection of sensitive information at 
the forefront of activities. Commitment 
to adhering to and exceeding these 
standards will allow you to continually 
identify opportunities for improvement 
both internally and externally. In obtaining 
this certification you will provide assurance 
to your clients that you are operating at 
a high level of efficiency, which in turn 
should result in improved recoveries. 

An ongoing commitment to streamlining 
your business processes will allow you to 
better allocate your in house resources. In 
addition, by ensuring your staff members 
are trained in the various aspects of the 
accreditations you will ensure that you 
remain efficient, effective and better 
placed to serve our client’s needs and 
provide sustainable outcomes for both 
creditor and debtor.

WHAT DOES THIS MEAN?
The continual staff improvement of 
individual companies is designed to keep 
staff abreast of any news and relevant 
legislative change. By providing a high 
level of ongoing training, you in turn 
provide your clients with increased 
confidence that their accounts are being 
handled at a level that exceeds the 
prescribed regulatory guidelines. 

In summary, as an industry, embracing 
the approach laid out in this article offers 
an assurance to customers and regulators 
alike, that we are working together 
towards developing an efficient and 
ethical arena.

AND SHARINGCARING...
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SERVICE
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SITUATIONS

RECENTLY AWARDED A NUMBER OF ISO ACCREDITATION, 
OPOS LIMITED, TECHNOLOGY LED PROVIDER OF BESPOKE 
OUTSOURCED DEBT RECOVERY SERVICES, SHARE THEIR 
APPROACH TO VULNERABLE CUSTOMERS.

WHEN DID YOU LAST ASK YOURSELF: ‘HOW DO WE IDENTIFY A VULNERABLE 
CUSTOMER?’ IF YOU THINK YOUR ORGANISATION DOES THIS WELL, WHAT 
TYPES OF VULNERABILITY DO YOU DETECT? WHEN AND HOW DO YOU FIND 
OUT THIS INFORMATION AND IS IT SOON ENOUGH?



Outstanding mortgage 
lending stood at £1.353 
trillion at the end of 
September. This is up from 
£1.315 trillion a year earlier.

46.7 million 
plastic card 
purchase 
transactions 
were made 
every day in 
May 2017, 
with a total 
value of 
£1.94 billion.

MONTHLY
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UK ECONOMY:
THE BIG PICTURE
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On average, a UK 
household spends 
£3.32 a day on water, 
electricity and gas.

The unemployment 
rate in Great Britain was 
highest in the North 
East (5.8%) and lowest 
in the South East (3.3%).

Citizens Advice 
Bureaux in England 
and Wales dealt 
with 3,828 new 
debt problems 
every day during 
September 2017.

At the end of August 2017, 
there were 13 million 
claimants of state pension, a 
fall of 62,000 on a year earlier. 
44% of claimants were male 
and 56% female.

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

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

The population 
of the UK grew 
by an estimated 
1,474 people a 
day between 
2015 and 2016.

Net lending to individuals 
in the UK increased by 
£158 million a day.
The Government debt 
grew by £8.2m a day 
during September 2017 
(£95 per second).

The number of people 
unemployed for over  
12 months fell by 589 
per day between in the 
year to September.

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

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.

The Pensions Regulator estimates 
that at least 8.707 million 
employees had joined a pension 
scheme under auto-enrolment 
by the end of September 2017.

According to the Family 
Resources Survey, 43% of adults 
actively participated in a pension 
in 2015/16, up 1% on the previous 
year. This was 62% for employees, 
and 17% for the self-employed.

1,163 people a day 
reported they had 
become redundant 
between July and 
September.

Strength in remortgage activity amongst homeowners, alongside stronger  
first time buyer numbers, are likely to have been the drivers of mortgage 
lending in October, as our estimate showed £23.1 billion borrowed,  
14% higher than a year ago. Two thirds of this was carried out by  
High Street Banks, which translated to £15.3 billion.

At 7.1%, total amount of credit outstanding grew at a slower pace in 
October compared with the previous month, while the growth in credit card 
borrowing remains strong, partly driven by the inflation rate. Growth in credit 
outstanding by High Street Banks was 5.1%, which also represents a slower 
pace than seen in September.

The latest figures from the High Street Banks suggest that businesses 
continue to exercise a cautious approach to borrowing with survey indicators 
showing demand for credit from smaller and medium sized businesses falling 
in the third quarter.

It’s fair to say that the UK’s 
economic position is a little mixed  
at the moment.

The economy grew slightly faster 
in the three months to September 
at 0.4% than it had in the first and 
second quarter of the year, both 
of which were 0.3%. But inflation is 
currently at its joint highest rate since 
early 2012, as it remained at 3.0% in 
October. While inflation is now likely 
to fall over the coming months, the 
rate at which it does so is expected 
to be gradual and modest.

The labour market has been one 
part of the economy which has 
consistently performed well over the 
last few years, but more recently the 
rate at which jobs have been created 
has slowed. Given the record low 
level of unemployment, this was to 
be expected to some degree.

One expectation that has yet to be 
realised is on wage growth. In the 
past, we would have anticipated 
wage growth running at around 
twice its current rate of 2.2%, given 
the current rate of unemployment is 
4.3% but there is little evidence of it 
picking up just yet.

As a result, workers have now 
experienced a pay squeeze for 
much of the past year and given 
expectations of inflation over the 
coming months, this looks set to 
continue for some time yet.

One implication of a pay squeeze is 
downward pressure on consumer 
spending, which is showing through 
in a number of ways. Growth in 
retail sales in the three months to 
October was at its slowest rate for 
over four years, despite reports that 
the figures were flattered by strong 
tourism numbers which are helping 
to boost consumer services. New car 
registrations continue to be much 
lower compared with a year ago.

The Bank of England Monetary 
Policy Committee raised interest 
rates for the first time in over 
10 years, at its meeting in early 
November. The 25 basis point 
increase brings interest rates back 
to 0.5%, reversing the rate cut seen 
back in August 2016.

The Chancellor, Phillip Hammond, 
delivered his first Autumn Budget 
on 22 November, which focussed 
on supporting investment with 
emphasis on housing, tech and 
high growth firms. The two broad 
aims of this Budget were to increase 
housebuilding, with an ambitious 
target of 300,000 new homes a year, 
and to improve the poor productivity 
growth that the UK has experienced 
since the financial crisis.

CONSUMER FINANCES 
Growth in deposits, whole of market and High Street Banks

BUSINESS FINANCES 
Producer price inflation, input and output prices

HOUSING AND MORTGAGE MARKETS
Change in share of all property transactions by category



They say imitation is the sincerest form 
of flattery. Challenger banks are doing 
what their name suggests, and research 
indicates they are gaining ground. For 
established lenders, replicating the 
characteristics of their smaller, more  
agile competitors, will help them defend 
their position. Outsourcing is the key, 
argues Sarah Jackson, Director, Equiniti 
Credit Services.

The market for lenders is buoyant. 
Consumer borrowing leapt by 10.3% in the 
12 months to May 2017, according to The 
Bank of England. There is a tussle going 
on between established and alternative 
lenders as both vie to grow their market 
share. Established lenders are built on 
decades of customer loyalty and trust. 
But resting on their laurels is dangerous. 
Alternative lenders are lean and agile, 
and produce disruptive offerings that 
turn heads. For the borrower price is the 
deciding factor, evidenced in many ways, 
by the prolific use of comparison sites. 
This is creating a level playing field and 
there is all to play for. 

THE TIDE IS TURNING
Alternative lenders currently own around a 
quarter of the borrowing market according 
to research from ‘Great Expectations: 
The Demanding Market for Credit’, 
a report examining consumer credit 
attitudes published last month by Equiniti 
Credit Services. The winds of change, 
however, are blowing. 47% of the study’s 
respondents indicated that they would 
borrow from an unfamiliar lender in future.

Across the board, brand loyalty has given 
way to price. Customers are now divided 
into two camps, those who will only 
borrow from an established lender but are 
price conscious and those who shop on 
price alone, irrespective of the provider.

LOW RATES RULE THE ROOST
Research indicates low interest rates are 
fundamental in borrower’s loan selection 
criteria followed by low repayments. 
This is no surprise, with interest rate rises 
announced recently, consumers are 
searching for new ways to make their 
money work harder. 

With price the deciding factor, the 
use of comparison sites is making it 
easier than ever for savvy customers to 
shop around. Research reported that 
86% of respondents would use a price 
comparison site to compare loan rates, 
with 78% believing that they would get 
a cheaper loan from online lenders. The 
established lenders have an opportunity 
here, and investment in technology will  
be key to maintaining market share.

The same study indicated that 
transparency and clarity in a product’s 
terms and conditions are just as 
important. Here, the ability to demonstrate 
responsible lending practices and conduct 
appropriate affordability checks will 
strengthen consumer confidence and 
satisfy the Financial Conduct Authority,  
at the same time. 

WHAT CAN ESTABLISHED LENDERS DO 
TO DEFEND THEIR MARKET POSITION?
The age of uncontested brand loyalty 
is over. Price should be considered as 
equally important as service for lenders 
looking to create differentiation in their 
offering. For many, agile technology 
can drive down the cost of operations, 
enabling them to protect their margins 
and pass the saving on to the customer 
through lower-rate products. Outsourcing 
facilitates this by reducing time-to-revenue 
for new loan products allowing lenders to 
refocus internal resources on innovation, 
product development and market 
differentiation. Established lenders can 
replicate the agility of alternative lenders 
by outsourcing their loan management 
portfolio, allowing them to compete head 
on and maintain market share. 

The outsourcing market is evolving to 
meet the needs of established lenders. 
A new breed of specialist organisations is 
offering tailored solutions that combine 
their own proprietary loan management 
technology, with expert customer service 
staff and auditable, best-in-class processes. 
With this model, established lenders can 
mount their own challenge and take on 
the new competitors at their own game.

Sarah Jackson 
Sales Director, Equiniti Credit Services 
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call: 01792 797222     visit: oysterbaysystems.com

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 
effi  cient 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 fl exible 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.

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.
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