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A COMPLEX MARKET...
THE 2018 PUBLIC AFFAIRS PROGRAMME

CCTA VIEW FINDER
Greg Stevens
Chief Executive, CCTA
greg.stevens@ccta.co.uk

On 31 May 2018 the Financial Conduct
Authority (FCA) published its High-Cost
Credit Review. The cautious approach
that the FCA has set out was welcomed
by CCTA. However we recognise that
despite ongoing reform of the consumer
credit market since 2001, it remains
clear that a ‘one size fits all’ approach for
the high-cost short-term credit market
will never really tick the box, nor will
it ever serve to eradicate consumer
debt problems and the need for credit
smoothing mechanisms.
Providing credit to low income consumers
will always be an emotive topic. You can’t

A ‘ONE
SIZE FITS ALL’
APPROACH NEVER
REALLY TICKS
THE BOX

simply wish away the costs of servicing
this customer group. The FCA understands
this and it is taking its time to get the
balance right. A cautious approach is
correct for a complex market.
The bulk of high cost borrowing takes
place in the overdraft market and, broadly
speaking, on overdrafts, despite eighty
four MPs and the consumer group Which?
calling on the FCA to take urgent action
to restrict unarranged overdraft charges,
the review focuses largely on more
information and consumer prompts.
Price caps may look good on paper, and
of course placate the consumer groups
and the likes of Michael Sheen, but
importantly, they are counterproductive
in practice. Immediate proposed
changes will make overdraft costs
more transparent and prevent people
unintentionally dipping into an overdraft
in the first place. There is to be a wider
review into retail banking, to be consulted
on in late 2018, when the FCA will
consider more radical options to ban
fixed fees and end the distinctions around
unarranged overdraft prices.
On the other end of the spectrum, a
possible price cap on the rent-to-own
model is unsurprising given the intense
pressure the FCA was under from the
debt campaigns to bring one in. We must
wait and see where the review gets to.
It may be the final nail in the coffin for
a market that is already drowning from
FCA regulatory action to date. But it is
somewhat reassuring that the FCA will be
undertaking a proper cost benefit analysis.
In the home credit market the FCA has
quite rightly decided that there is no
case for a price cap here. Once again a
cautious approach is welcome. Fifteen
years ago the exact same debate
around home credit was raging.
At that time, the country’s most
respected researchers went
away to design an ideal
product for low income
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households and they came up with home
credit. It is designed around customers’
needs. Any sensible measures to improve
sales practices are welcome, but moves
to change a model that customers like
and value would be counterproductive.
It may revisit this issue, but it is important
that we acknowledge that the FCA says
it does not consider ‘repeat borrowing
and multiple borrowing in itself is harmful.
Repeat borrowing can be a useful means
of managing cyclical income shortfalls.’
So the home credit market is going to
have to do what the Consumer Credit
Act 1974 always said it should do, get
permission from a customer before
taking about a new loan. Interestingly,
this has always been a requirement in
the Consumer Credit Act 1974. The FCA
takes the view that sections 48 and 49 of
the CCA 1974 mean that any discussions
about new borrowing or refinancing with a
customer, that take place in the borrower’s
home, must be initiated by the borrower,
either in the form of a specific written
request or (but only where the individual is
in the borrower’s home other than for the
purpose of engaging in such discussions)
in the form of an oral invitation.
Such a request should be a positive act
by the borrower and specifically for the
purpose of discussing other borrowing.
This is really not new, but enforcement
has been perfunctory for many years.
New rules will require that firms give
consumers a clear explanation of the
comparative costs of taking out a new
loan and refinancing an existing one.

The evidence is clear from its own
statistics. Home credit and rent-to-own
borrowing doubled in the two years
following the introduction of the payday
cap. The Treasury estimates there are
300,000 people using illegal lenders,
others put the number much higher.
The FCA says 3.1 million are borrowing
from ‘friends and family’, for many a
euphemism for illegal lenders.

innovation and increase access to
sustainable capital for alternative
credit providers.

The ultimate lesson, however, remains
clear: cap legal sources of credit and
borrowers will find second choices.
These might be what the FCA is looking
to establish ‘regulated, accessible and
affordable’ alternatives, but equally
they might not. The impact of such
The FCA is working with the Government
action on the lives of millions
and other stakeholders to encourage
of consumers within the
availability of reasonably priced alternatives, consumer credit market
and will continue to do so, but with no
remain to be seen.
clear indication as to exactly what these
Original Publication:
might be. The initial emphasis appears to
Credit Connect
be on trying to replace the availability of
7 June 2017
white and brown goods that the demise
of rent-to-own will impact on many
lower income consumers. The FCA is
also continuing initiatives to encourage

...WHY PRICE
CAPS OFTEN
ONLY WORK
ON PAPER

We are also satisfied that the FCA has
finally acknowledged that there is a
‘waterbed effect’ when you introduce
rate caps. Previously, the FCA insisted
there was no waterbed effect when
it capped payday lending in
2015. Now it admits it has to
‘encourage more alternatives’
to absorb the spike in
demand that caps cause.
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CCTA PUBLIC AFFAIRS

QUARTERLY UPDATE 2018

WAR DECLARED ON HIGH-COST CREDIT?... A CAUTIOUS APPROACH WELCOMED... OVER REGULATION CREATES NEGATIVE IMPACT ON CONSUMERS AND BUSINESS...
SELECTED
BLOGS AND
COMMENTARY
All articles can be read in full on our
website ‘news’ and public affairs’
pages: www.ccta.co.uk

BLOG: FCA TAKES A
CAUTIOUS APPROACH
TO CONSUMER CREDIT
INTERVENTION
PUBLISHED: 31 MAY 2018
In the Financial Conduct Authority’s
(FCA) report published 31 May 2018
on the outcome of its high-cost credit
review, the FCA is quite rightly taking
a cautious approach, which is to be
welcomed. The focus on overdrafts is
welcome too, this is where the bulk of
high cost borrowing takes place.
Providing credit to low income
consumers will always be an emotive
topic. You can’t simply wish away the
costs of servicing this customer group.
The FCA gets this and it is taking its
time to get the balance right. We are
100% committed to working with
them to make sure consumers can get
access to the credit they need on the
best possible terms.
The lesson is clear, cap legal sources
and borrowers find second choices.
These might be regulated, equally
they might not.
For full article visit:
www.ccta.co.uk/public-affairs

THE LESSON
IS CLEAR, CAP LEGAL
SOURCES AND
BORROWERS FIND
SECOND CHOICES.
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ARTICLE: WHY THE FCA
SHOULD REGULATE FOR THE
MANY AND NOT THE FEW
(OR MICHAEL SHEEN)
PUBLISHED BY FTSE GLOBAL
MARKETS: 30 MAY 2018

have always existed. They are part
of a way of life and within the fabric
of many communities. But we must
ensure that awareness is raised,
alternative options are sought and
that access to responsible, fair and
regulated credit is maintained.

On Thursday 31 May 2018 FCA Chief
Executive, Andrew Bailey, is expected
to declare war on high-cost credit
when he publishes a long awaited
review into the sector. He will do so
despite saying repeatedly that it plays
a ‘socially useful’ function.

For full article visit:
www.ccta.co.uk/public-affairs

High-cost credit is minuscule
compared to the overdrafts, credit
cards and motor finance that comprise
the lion’s share of consumer lending
by volume. And yet it presents the FCA
with the trickiest of political challenges.
Do the campaigners’ bidding and target
the lenders, or prioritise the consumer
and maintain access to credit.

It is excellent news that Provident
Financial has turned the corner and
normal service has been restored
to satisfy their customers’ needs.
This comes at the same time as RBS
announces that it is shutting another
162 Branches across the UK on the
wider assumption that consumers
will go online.

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

There will be many more small towns
and villages where banking services
will have to be provided by the post
office, which in many circumstances
does not provide the service the
customer would like. Home collected
credit providers, and other community
lenders in various sectors, have
provided a service over countless years,
and for many, they provide a local
service and excellent customer care.

BLOG: LENDERS WHO
OPERATE IN THE SHADOWS
PUBLISHED: 16 MAY 2018
When the Treasury announced
that £5.67 million of funding will be
provided to Britain’s Illegal Money
Lending Teams (IMLT) and bodies
in Northern Ireland to tackle illegal
lending, this was of course met with
a welcome response, representing
a 16% increase compared to the
previous year.
This sum will be used to crack down
on so-called ‘nasty lenders’ while also
encouraging people in England who
are deemed to be at risk of being
targeted to join credit unions, as
well as supporting a new project in
Northern Ireland to raise awareness of
the dangers of loan sharks.
The scheme is to be applauded as
the raising of awareness may help to
stem a possible increase in the activity
of illegal lending practices. Lenders
operating below the regulatory radar

COMMENTARY: PROVIDENT
FINANCIAL BACK ‘ON THE UP’
PUBLISHED: 9 MAY 2018

Access to responsible and affordable
credit that is priced for risk, provides
a financially smoothing effect for
many consumers especially in the
‘Just About Managing’ category, and
across all socio-economic groups.
The forthcoming FCA Report on
High-Cost Credit will hopefully
reiterate the importance of
smoothing and the ‘water bed effect’
as previously stated by Andrew
Bailey CEO FCA.

COMMENTARY: FINANCIAL
CLAIMS & GUIDANCE BILL

BLOG: A MIXED BAG OF
CONCERNS

PUBLISHED: 26 APRIL 2018

PUBLISHED: 28 APRIL 2018

On Tuesday 24th April, MPs debated
the report stage and third reading of the
Financial Claims and Guidance Bill in the
House of Commons. We applaud and
support the aims of the Bill to ensure
access for all to free and impartial money
guidance, debt advice and high quality
claims handling services. The opposition
broadly supported the government’s bill
but called for a full ban on cold calling by
claims management companies, which
we, the CCTA, support.

The reported recovery in real wage
growth has failed to promote optimism
among households. The consumer
confidence barometer by Growth from
Knowledge (GfK), (Times 27th April), the
bellwether indicator which is tracked by
the Bank of England and others, fell from
minus seven in March to minus nine this
month. It has now been negative for
28 months in a row. GfK’s survey revealed
a steep decline in consumer confidence
towards financial situations for the past
12 months, and the year ahead.

We welcome the move to provide
debt respite for those in mental health
care, an issue that we consider to be
part of the wider responsibility that our
members have towards their customers
in ensuring they are treated fairly if they
encounter repayment difficulties through
unexpected circumstances.
Access to credit for all is a vital part of a
well functioning economy and we know
that lack of access to financial services
can contribute to mental health issues
through the plethora of other social and
economical difficulties this creates.
At CCTA, we will always campaign for
access to responsible, fair and affordable
credit. Regulation, when applied
appropriately, does indeed help to ensure
healthy, functioning markets. But over
regulation can, as we know, create a
multitude of unintended consequences
with negative impacts on both the
consumer and business.

The above indicative figures arrived shortly
after another bleak survey for retailers.
The CBI distributive trades survey of 100
retailers showed sales volumes recovered
weakly from the atrocious weather in
March. The balance rose from minus five
to minus two, but fell a long way short
of economists’ forecasts for plus five.
CBI’s survey revealed a steep decline in
consumer confidence towards financial
situations for the past 12 months, and
suggests the same for the year ahead.

CCTA CAMPAIGN
FOR ACCESS TO
RESPONSIBLE, FAIR
AND AFFORDABLE
CREDIT.

For full article visit:
www.ccta.co.uk/public-affairs

We therefore support the Minister’s view
that the new single financial guidance
body’s role is to provide impartial advice
rather than regulate the market.

Consumers and the industry will be
looking for comfort that smoothing
does not disappear by regulatory
default, through pandering too much
to consumer activists’ (sometimes)
unrealistic concerns.
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NEWS OVERVIEW

QUARTERLY UPDATE 2018

£5.5 MILLION PROVISION TO TACKLE ILLEGAL LENDING... FCA PUBLISH LATEST COMPLAINTS DATA... FCA HIGH COST CREDIT REVIEW PUBLISHED... AROUND 3 MILLION PEOPLE IN ARR
MARCH (FINAL WEEK)
Financial Ombudsman Service (FOS) published
their latest complaints data which shows
consumer credit complaints continued to
increase, up 11% to 16,328 when compared to
H1 2017 (14,752). The Times also published a
piece stating that only 10% of claims referred
to FOS are seen by an ombudsman.
UK Finance reported an increase in credit card
spending for February.
Latest Bank of England figures show a slight jump
in growth in consumer credit of 9.4% for the
same month.

APRIL 2018
Callcredit was sold to US firm TransUnion in
a deal worth £1bn.
A report was published on how Payment
Protection Insurance (PPI) case documents
were fed into a computer programme to gain
suggested outcomes.
Richard Lloyd was announced as the person
that will be conducting the independent review
of FOS, which will be completed by the end
of June.
The Treasury announced the provision
of £5.5million to tackle illegal lending.
Debt Interfaces published the results of their
research into digital credit and online borrowing
in the high-cost short-term credit market,
concluding that mechanisms are needed to
mitigate impulse borrowing and design measures
for websites and mobile applications should
be considered to slow down consumer
decision making.

30% OF CONSUMERS SEE
DEFAULTING ON A LOAN
PAYMENT AS BEING THE
FAULT OF THE LENDER
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The Guardian reported data from Cash Lady
which found NHS workers applied for more
payday loans than any other workers in London,
Cardiff and Bristol and they applied for more
loans nationally than any other organisation’s
workers. The website collated loans issued by
companies including Quick Quid, The Money
Shop, Sunny and 118 118 Money.
A new Personal Finance Research Centre report
questioned whether greater sharing of data
between financial services firms can improve
their ability to support vulnerable customers.
Research from Callcredit found 30% of
consumers see defaulting on a loan payment
as being the fault of the lender rather than
the borrower.
The Treasury Select Committee published
correspondence between Nicky Morgan and
FOS regarding the terms of reference for the
forthcoming independent review.
A cross party bid of 73 MP’s is being led by
Luciana Berger MP to amend the Financial
Guidance and Clams Bill to extend the
breathing space.

MAY 2018
On 31st May 2018, the FCA published its High
Cost Credit review. Reaction was mixed and
most of the consumer groups expressed
disappointment that the cap did not extend to
overdrafts. In response, a new, ‘End the Debt
Trap’ campaign was established by a handful or
organisations including Toynbee Hall, CfRc and
NEF calling for government intervention to force
the FCA to extend the cap.
FOS published its annual review, focusing on
the rise in the number of complaints about
consumer credit. Complaints about consumer
credit increased by 40% in the last financial year
to just over 36,300. The ombudsman upheld
61% of complaints about payday loans,
prompting concern that customers were not
being treated fairly. Some 58% of cases were
upheld following complaints about high-cost
instalment loans, many of which saw existing
debts refinanced and then repaid over a longer
period of time.
Stepchange published a report claiming that
around three million people in the UK are in
arrears on basic household bills.

The Financial Conduct Authority (FCA) has
published their latest complaints data.

Mark Carney signalled that the Bank of England
would be prepared to cut interest rates.

The Government published a green paper on
consumer protection.

Research by Wonga was published in ‘Talking
Retail’ claiming that the average British consumer
will spend £10,044 on lunchtime meal deals
during their working lifetime.

The Solicitors Regulation Authority published the
results of their thematic review into PPI fees.
Morses Club responded to recent reporting
on the Home Collected Credit sector calling
for tighter regulation. The company defended
its transparent products and costs. Morses
Club Chief Executive Paul Smith was published
warning ‘over zealous’ regulation could cut off
vital credit for low-income borrowers and would
take away consumer choice. He also pushed back
against Sheen’s End High Cost Credit Alliance
(EHCCA) campaign for a lack of balance.
The Guardian published an article claiming ‘We
need to crack down on payday loans, for the
sake of our health’. The article covers the EHCCA
campaign and cites various poverty figures and
FCA stats.
The Arnold Schwarzenegger PPI campaign
featured in the media with a reminder to people
to put forward their PPI complaints before the
29 August 2019 deadline. Since the campaign
launched on 29 August 2017 the FCA has
received nearly 17,000 calls to its helpline
and nearly 900,000 people have visited its
campaign website.

Research by the Centre for Economics
and Business Research found the over 65
homeowners will have amassed a record £86bn
of debt by 2018, up from £78bn in 2017.
CACI predicted that 35 million people, or 72% of
the UK adult population, will bank via a phone
app by 2023.

Shop Direct left investors £55 million out of
pocket after fears of the forthcoming regulatory
crackdown triggered a sell-off in the
company’s debt.
Provident Financial published its trading update
for the first quarter of 2018, indicating they are
‘back on track’.
The Financial Capability Lab (partnership of MAS,
Behavioural Insights and IPSOS Mori) published a
report exploring the money challenges faced by
the UK’s financially squeezed.
Latest data from the Bank of England published in
May reported a fall in consumer credit growth in
March 2018, as a survey from Nationwide revealed
more than half of Brits with debt struggle but six
in ten haven’t sought help.
Several consumer groups united to publish
their Open Banking Manifesto, which lists five
prerequisites including: ‘Open banking should be a
force for good which promotes financial inclusion
and widens access to more useful, affordable and
understandable financial services for everyone’.

35 MILLION
PEOPLE WILL BANK
VIA A PHONE APP
BY 2023

New analysis from Stepchange Debt Charity
revealed two in five clients who received advice in
2017 were behind on at least one of their essential
household bills.
An investigation by Which? into overdrafts fees
found 13 of 16 high street banks cost more than
a payday loan when borrowing £100 over a
30 day period.
The Government published its’ decision not
to introduce the Goods Mortgages Bill.
The FCA opened a consultation on
new guidance regarding fairness of
variation terms in financial services
consumer contracts under the
Consumer Rights Act 2015.
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John Lamidey MBE
Senior Partner,
Arminius Associates

QUIETLY FIZZING
AS FIREWORKS GO…
…THIS ROMAN CANDLE
BEARS THE HALLMARK
OF HEALTH AND
SAFETY

QUIETLY FIZZING
The Financial Conduct Authority (FCA)
published its High-Cost Credit Review on
Thursday 31 May. It sits, quietly fizzing.
Nothing explosive pops out. It does,
however, discretely raise a bureaucratic
finger to Michael Sheen, along with
Citizens’ Advice; StepChange Debt
Charity; the Centre for Responsible
Credit; Labour MP Stella Creasy and
Rachel Reeves MP, Labour chair of the
business select committee, all of whom
have been calling vociferously for a
one-size-fits-all simplistic extension of the
restrictions applied to payday loans. This
would eradicate consumer debt problems,
apparently. The reform of consumer credit
commenced in 2001 (and is not done
yet). You would have expected someone
to have worked this out before, if it were
indeed the case. Stella is now saying: “You
are better protected taking out a payday
loan than using a credit card”. She should
be writing advertising copy for High-Cost
Short-Term Credit (HCSTC) lenders.
NO ACTION YET ON OVERDRAFTS
Eighty-four MPs and the consumer group
Which? called on the FCA to take urgent
action to restrict unarranged overdraft
charges. It hasn’t. Shadow Chancellor
John McDonnell, supported in a Labour
media release by Damon Gibbons of the
Centre for Responsible Credit, had already
said Labour would cap the total amount
anyone could pay in bank overdraft fees
or interest repayments. Regulators would
impose a limit of £24 per month per £100
borrowed, equivalent to the current cap
on payday loan interest charges.
This had clearly not been thought
through. An unarranged overdraft of
£1,000 would have a maximum monthly
fee of £240 - not at all what John
McDonnell envisaged. This is much higher
than current unarranged overdraft fee
levels. First Direct bank, for example, can
charge an unarranged overdraft usage
fee of £5 a day with a monthly
cap of £80. So an unarranged
overdraft fee on a £1,000
overdraft would never be
more that £80 a month.
John McDonnell would
cap it at £240 a
month. Perhaps
not quite the sort
of help you
would want.
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TWO FOR ONE
The FCA published not one, but two
consultation papers. CP18/12 deals with
high cost credit, home credit, rent-to-own
and catalogue mail order. CP18/13 covers
overdrafts, studiously avoiding defining
unarranged overdrafts as high-cost credit
at all.
Competition remedies are for consultation,
but pricing interventions and repeat
overdraft use are only for discussion. The
banks are being given plenty of time to
revise overdraft processes, which will
probably miraculously appear as FCA
proposals in the review into retail banking,
to be consulted on in late 2018. Andrew
Bailey is not risking upsetting the banks.
More information and consumer prompts,
and that is all for now. No one new is
going to be put out of business by the
review. The rent-to-own model is already
all but dead in the water from FCA
regulatory action to date. A possible price
cap just nails down the coffin. Catalogue
mail order has got off very lightly, all
those investors who were dumping Shop
Direct debt in early May will be kicking
themselves. Home credit is going to have
to do what the Consumer Credit Act 1974
always said it should do, get permission
from a customer before talking about a
new loan.
ALTERNATIVES?
The FCA is working with the Government
and other stakeholders to encourage
availability of reasonably priced
alternatives, and will continue to do so,
but with no clear indication as to exactly
what these might be. The initial emphasis
appears to be on trying to replace the
availability of white and brown goods
to many lower income consumers.
The demise of rent-to-own will impact
heavily on this area. The FCA is also
continuing initiatives to encourage
innovation and increase access to
sustainable capital for alternative credit
providers. Nothing explosive.
BUT LOOK AT THE CONTEXT
This high-cost credit review must be seen
in context. It was acknowledged by the
FCA that the restrictions on payday loans
introduced on 2 January 2015 would
mean some former customers would
no longer be able to borrow. The FCA
affordability requirements (and we still
await a policy statement, final rules and
guidance following CP17/27 Assessing
Creditworthiness in Consumer Credit)
have made borrowing even more difficult
for those on lower or variable incomes.
The Times reported on 30 May 2018 that

up to one million drivers may have invalid
insurance cover as the FCA affordability
rules prevent insurers offering monthly
terms to many younger drivers who
have high premiums. Ghost brokers are
capitalising by providing fake insurance
certificates at a lower price.
The actions of the Financial Ombudsman
are damaging the market, eagerly
upholding many spurious claims made
through Claims Management Companies
going back many years.
This indicates clearly that the FOS
continues its move to being a financial,
regulatory and moral commentator,
no longer weighing the evidence in
complaint cases, but doing what it
considers right, defaulting firmly to the
side of the consumer. It cannot be seen
as impartial since it is now a consumer
campaign organisation.
OVER SEVEN AND A HALF MILLION
PEOPLE MAY BORROW INFORMALLY
The overall result is that even fewer people,
particularly those on lower or uneven
incomes, will be able to access regulated
consumer credit. This is no bad thing,
according to the FCA, when the same
effect resulted from its cap on payday loan
charges in 2015. People should go without
rather than take on high cost credit which
might lead to debt problems. What the FCA
did not say though, was go without what?
In 2017, 140,000 people who received
debt advice from StepChange Debt Charity
were behind on at least one of their
essential household bills, such as energy,
council tax, mortgage or rent, two in five
of their clients. Across Great Britain, the
charity grosses this up to estimate the
number of people behind on priority bills
to be over three million. An estimated 9.3
million people last year used credit to meet
a household need, with 1.4 million of these
using high cost credit.
But many are finding access to regulated
credit to use as a smoothing mechanism
more and more difficult, and are turning
to informal sources, often referred to as
friends and family, but also unregulated
illegal lenders. Statistics from StepChange
show a significant increase in both the
number of clients who borrow informally
and the value of how much they borrow:
• in 2015, 26.8% of StepChange clients
(82,140 people) owed an average debt
of £3,639 (totalling £298.9 million) to
friends and family
• in 2016 28.3% of clients (96,121 people)
owed an average of £4,512 (totalling
£433.7 million)
• in 2017 this increased to 31.9% of clients

(113,997 people) with an average debt of
£5,070 (totalling £578.0 million).
Since 2014, the total amount owed to
friends and family has more than doubled
from £236 million to £578 million.
StepChange has acknowledged the
significant rise in unregulated debt held
by its clients, but says it has no idea why.
The FCA is not interested in conducting
research into this phenomenon, even
though its actions are likely to be the
cause, because of course, unregulated
lending is outside the remit of the
regulator.
The Illegal Money Lending Team for
England assess that 310,000 households
borrow from illegal lenders. There is a grey
area between borrowing from ‘friends’ and
borrowing from outright illegal lenders.
Since StepChange considers that 140,000
of its clients behind on at least one of
their essential household bills grosses up
to over 3 million in the population as a
whole, then 357,386 clients who borrow
informally would gross up to 7,658,271. It
follows that if over seven and a half million
people borrow informally from unregulated
sources it does appear that the applauded
FCA regulatory interventions have
‘protected’ many millions of consumers,
right out of the market, leaving them to
fend for themselves.
THE IMPACT
So far, the regulatory, media, political and
consumer activist assault on small sum
short-term lending has not achieved much
that is positive, nor fatally undermined
the market. On 24th February 2015 the
Competition and Markets Authority (CMA)
published its Payday Lending Market
Investigation final report. It had examined
11 major payday lenders and a further 213
firms which had been identified as possible
payday lenders. The CMA estimated that
the top 11 lenders accounted for over 90%
of loans issued in 2012 and over 90% of
payday loan revenue in 2012.
The cap on HCSTC, the FCA name
for payday loans, was introduced on 2
January 2015 and has been hailed as a
great success by regulators, the media and
consumer groups for curbing the excesses
of HCSTC. But figures provided by the FCA
show that as at 1 April 2018, there are now
152 firms that have been fully authorised
by the FCA to offer HCSTC, and there
are currently five firms who are
able to offer HCSTC under their
Interim Permission. The FCA
had asserted that its actions
against payday lenders
would leave only three
firms in the market.
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JUST DESSERTS?
ARE YOU
REWARDING
YOUR STAFF
APPROPRIATELY?
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WHAT DOES THE FCA’S
FINALISED GUIDANCE ON
STAFF INCENTIVES AND
REMUNERATION (FG18/2)
MEAN FOR CONSUMER
CREDIT FIRMS?
The Financial Conduct Authority (FCA)
has reviewed incentive schemes across
consumer credit firms and produced
rules and guidance to enable firms to
design their incentive and performance
management schemes in such a way
that the risk of customer harm is
minimised. The guidance emphasises
the requirement on firms to take
reasonable care to organise and
control their affairs responsibly,
effectively and with adequate
risk management systems.

SO WHAT DOES A GOOD INCENTIVE
SCHEME LOOK LIKE?
The FCA acknowledges that what ‘good
looks like’ will depend on a number of
factors, including the type and size of
firm, the products being sold and its
customer base. Firms are expected to
review their incentive and performance
management schemes, to ensure they
are managing any potential risks to
customers that may arise from how they
reward their staff.
The paper gives examples of scheme
features that could potentially increase
the risk of customer harm, and those that
may reduce this risk.
Features that may increase the risk of
customer harm:
• volume or productivity based incentive
schemes, for example: incentivising
collections staff based on a monetary
value of collections obtained,
which could discourage agents
from utilising forbearance measures
where appropriate, and discourage
acknowledgment of customer
vulnerabilities
• 100% variable pay or stepped payments,
meaning staff will only receive a salary if
they reach a threshold number of sales
• increased risk around particular
transactions, for example: large
commission based transactions or end
of the month targets, which could
encourage pressurised sales
• product bias: higher commission
payments for selling certain higher
risk products
• competitions or ad hoc
incentives: based on volume
of sales or transactions’ size.

Features that may reduce the risk of
customer harm:
• incentives based solely on quality or
customer service metrics
• bonus/reward eligibility being dependent
on meeting quality standards
• deferred incentive payments
• rolling targets - thus avoiding ‘end of the
month’ push to meet targets that could
encourage inappropriate sales
• recognition of customer service
achievements within reward schemes.
Beyond implementing an incentive
scheme that reduces the risk of customer
harm, what does the FCA expect of firms
insofar as the delivery and review of their
performance management schemes?
In short, the FCA expects firms proactively
to identify, manage, and monitor the risks
associated with their incentive schemes,
and, of course, to notify the FCA of any
significant customer harm identified. the
FCA gives guidance to firms on what
the ongoing risk management of their
incentive schemes could entail.
IDENTIFYING RISKS
Firms should identify and assess the risk of
customer harm that may arise from their
regulated activities and include highlighting
the specific risks to consumers due to how
staff are rewarded. High risks will typically
arise where staff are incentivised for actions
that do not achieve good consumer
outcomes, for example, the targeting
of products that may not be suitable for
certain groups of customers.
The paper supports the use of traditional
risk assessment models, that consider
how likely the risk is to occur and the
potential for detrimental impact to
customers. It is also important to be
aware that detriment levels can differ
depending on the type of customer
affected, for example the vulnerable
could be at risk of greater harm than the
typical customer, from the same actions.
MANAGING THE RISKS
The risks associated with incentive
schemes must be managed through
effective systems and controls, but also
via an appropriate organisational culture
and risk policies, all of which should be
designed to deliver the right outcomes for
customers. Again, the FCA acknowledges
that there is no ‘one size fits all’ here, so
good risk management will depend on
the size and type of business, amongst
other things.
The paper suggests that firms can build
controls into the way their business
operates to facilitate effective risk

management in relation to incentive
schemes. These controls could include:
• appropriately skilled and knowledgeable
staff
• clear guidance, process manuals and
training for staff on task completion
• activity logs for recording that staff have
carried out tasks
• restrictions on which staff carry out
specific tasks
• approval or sign-off for certain
transactions
• defined transaction criteria (such
as lending criteria) that require
management oversight.
Firms must install a level of oversight
to ensure staff are following processes
leading to appropriate customer
outcomes:
• controls must be sufficiently challenging
and robust to detect and address any
problems
• staff carrying out review functions must
be appropriately skilled and independent
of the staff they are monitoring
• higher risk products or transactions
must be monitored more closely to
ensure the potential for greater risk
of harm is avoided
• staff should be able to take action
where problems are found, and have
the support of senior management
to evidence and embed a customer
focused culture
• Management information should
be reviewed regularly to identify
any concerning trends, then drive
appropriate remedial action,
if required.
MONITORING AND REPORTING RISKS
Senior management should be made
aware of any issues that materially impact
customers, in particular those that arise
from the way staff are incentivised, and
instances of significant customer harm
should then be reported to the FCA.
WHAT ACTION DO FIRMS NEED TO TAKE
FOLLOWING FG18/12?
The paper clearly reminds firms of their
Handbook obligations, particularly those
contained in the Senior Management
Arrangements, Systems and Controls
sourcebook (SYSC), the purpose of which
is to have in place controls to reassure the
FCA that firms comply with their regulatory
requirements.
Firms therefore need to ensure that they
have effective governance systems in
place to enable efficient communication
and flows of information from business

units to senior management and the
Board, particularly including structured and
ongoing reviews of incentive schemes and
risk management processes.
Consumer credit firms need to be able
to evidence that they have considered
robust risk-based business quality
monitoring to mitigate the risk of
inappropriate staff behaviours in their
customer interactions, particularly in
the areas of sales and collections.
It is also important to show that proper
management of line managers’ potential
conflicts of interest are assessed, and
overall the remuneration schemes are
approved and reviewed regularly.
The paper highlights the need for firms
to ensure they understand the risks that
can be integral to bonus schemes. It is
very much a matter of firms achieving the
right balance between the wish to achieve
good sales figures, or collecting effectively
in arrears cases, with the primary
regulatory expectation that customers
are treated fairly, lent to responsibly, and
handled with forbearance should financial
difficulty be identified.
The key focus must be on what the
customer outcomes are, rather than the
sales or collections’ results. If there is any
likelihood that the sales incentives, or
collections’ bonuses available are causing
irresponsible lending or poor treatment
then they must be stopped. Consider
whether there are pressures:
• on sales staff to hit targets at month
end, which could mean cases are
pushed through when they are
potentially unaffordable
• on the collections team, where a specific
target is set, but with a retrospective
bonus accelerator that triggers a higher
reward, which could encourage more
aggressive activity to achieve it.
It is vital that the consumer credit sector
take heed of FG18/12 and use it as the
benchmark to test existing practices and
schemes, the FCA have set out their
expectations, so there will be no hiding
place.
It may be worth considering removing any
sales numbers, or cash collected element,
to the reward schemes and focus on
quality only, but the key message must be
to get the balance right to avoid driving
poor customer outcomes.
It is clear from the paper that the FCA
remains focused on customer protection
in the consumer credit sector, and
that many consumer credit firms
have work to do to align their
practices with FCA’s objectives.
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On 7 November 2017, the Payment
Systems Regulator (PSR) issued a
consultation paper in relation to
‘authorised push payments’, which
considered how financial institutions deal
with push payment fraud, as well as how
customers are compensated once a fraud
has taken place. (The paper referred to all
payment service providers, who enable the
transfer of funds using a payment system.
On the basis that most individual and
commercial customers will have a bank
account, we will refer to ‘banks’ in this
note. Our comments will apply generally,
however, to all payment service providers.)
WHAT ARE PUSH PAYMENTS?
Payments are described as ‘push
payments’ when the payer obtains the
payee’s account details and instructs their
bank to send (or push) money to it. The
opposite ‘pull payment’ is where the payer
provides the payee with the relevant
account details, and the payee is
authorised to take (or pull) funds
from the payer’s bank account.
A push payment fraud will
therefore involve the
fraudster somehow
persuading the
consumer to
organise a
transfer
from the

consumer’s account to the fraudster’s
account. Examples could include:
• a fraudster who poses as a solicitor and
asks the consumer to transfer deposit
monies for a property transaction
• a fraudster who poses as a builder to
receive a large cash transfer
• a fraudster who impersonates a
consumer’s friend in order to persuade
them to transfer a sum of money.
In most cases, the customer will notify
the bank only after the payment has
been made, by which time the fraudster
will have made off with the funds by
transferring them out of the offending
bank account and possibly out of the
country. These types of frauds are being
increasingly reported in the mainstream
press, as well as the financial services
industry’s perceived inconsistent
treatment of such frauds, with some
banks admitting fault for allowing the
fraud and reimbursing the victim, while
others do not.
UK Finance have published data on this
growing problem, citing that there were
19,370 cases in the first six months of
2017, with over £101.2 million being
sent by customers (both individuals and
business) who had been tricked into
authorising a payment. Around 88% of
those payments were made by individuals,
losing on average £3,000, with the
remainder being made by businesses who
lost on average £21,500 per case.
The figures indicate that almost a quarter
of those losses (£25.2 million) were
returned by financial providers, but there
are now calls for changes to legislation
and/or to the regulatory framework, so
that banks are required to do more.

Associate,
Walker Morris LLP

THE STING

WHICH? SUPER-COMPLAINT
A ‘super-complaint’ was submitted by the
consumer action group Which? to the PSR
in September 2016 entitled ‘Consumer
Safeguards in the Market for Push
Payments’. Which? argued that consumers
do not receive sufficient protection
from this type of fraud, compared to the
protections in place for other types of
fraud (for example credit card and direct
debit frauds). Which? suggested that where
such frauds have taken place, legislation or
regulation should be changed so that:
• provided a customer had not been
fraudulent or grossly negligent, the
customer is reimbursed by the bank
(even where no fault is attributed to
the bank)
• the consumer is only protected in
circumstances where the bank has
been adjudged to have fallen short in
some way, for example in cases where
the bank has not put in place proper
arrangements for managing the risks
associated with fraudulent payees.
PSR RESPONSE
On 28 February 2018 the PSR announced
the outcome of its consultation,
confirming that it will proceed with
plans to better protect victims of push
payment scams.
The PSR believes that banks have a role
to play in preventing such scams, and
that having no responsibility to reimburse
customers provides weak incentive for
banks to take responsibility for doing
so. The PSR will therefore implement
a scheme that makes reimbursement
contingent on the actions of the banks
both sending and receiving the funds
when a push payment scam occurs.
As from March 2018, the PSR has
established a dedicated steering group,
comprised of industry and consumer
representatives, to ensure that the
contingent scheme is designed in the
best way to minimise fraud and to protect
victims. In addition, as from September
this year, a new industry code will also
be implemented, which the Financial
Ombudsman Service (FOS) can take into
account when determining customer
complaints about push payment fraud.
The PSR has confirmed that the steering
group must have regard to simplicity,
transparency and the cost, benefits and
impact of the contingent scheme, and that
the scheme must be underpinned by the
following core principles:
• incentives for those with the ability
to effectively prevent push payment
scams and reduce their impact

• consistency of outcomes for parties
with the same circumstances
• leverage of existing and future
initiatives that are likely to be effective
at preventing and helping respond to
push payment fraud
• adoption by all banks that have an
element of control over preventing and
responding to push payment scams
• no contingency on the recovery of
funds
• no adverse impact on banks’ ability to
make goodwill payments
• no adverse impact on commercial
development of further consumer
protections
• the scheme should be developed
in such a way that it is capable
of becoming part of the relevant
considerations that FOS can take into
account when determining outcomes
of a consumer complaint about push
payment fraud.
UK Finance has also drafted a set of best
practice standards that banks should
follow when responding to reported push
payment scams, which are:
• banks will have 24 hour, seven day
dedicated staff trained in scam
management to deal with and process
APP scam complaints
• the customer will only have to deal
with their own bank or account
provider. The victim’s bank will act as
the intermediary between the victim
and the beneficiary bank, and will be
the victim’s sole point of contact
• banks have agreed on a set of
necessary information, to be collated
by the victim’s bank following [push
payment] scam complaints
• the victim’s bank will collate and
provide this information to the
beneficiary bank and the latter will
proceed with its investigation into the
alleged scam
• the beneficiary bank will conduct an
investigation, recover funds where
possible and appropriate, and return
funds to the victim if it can
• the banks will also collaborate more
widely with each other on information
to support investigations and protect
victims.
Retail banks offering push payment
services have agreed to implement these
standards by the third quarter of 2018.
UK Finance are also seeking to take
various further measures, including:
• improving consumer education and
awareness, which has begun with the

•

•
•

•

•

national campaign ‘Take Five to Stop
Fraud’
putting in place a data sharing
agreement between member banks
to set out on what basis information is
shared and the processes that will be
followed
publish first draft of guidelines for banks
when verifying the identity a user’s
identity (June 2018)
developing standards and rules so that
banks can share ‘Know Your Client’
(KYC) data, giving businesses quicker
access to more robust data (late 2018)
confirming that the payee name
matches the name on the account
before a payment is sent, introduced
as part of new payment systems being
implemented in 2021
the Joint Fraud Taskforce is also
working on a funds repatriation scheme,
to be introduced in a phased approach
over two or three years, so that stolen
money can be tracked across payment
systems, frozen, then returned to the
victim of the crime.

WALKER MORRIS COMMENT
There is no doubt that tackling push
payment fraud is a top priority for financial
institutions, consumer groups, industry
representatives and regulators alike. It will
now be even more incumbent on banks
to ensure that they have taken steps to
address push payment fraud.
As yet there is no consensus on exactly
the measures that banks will be expected
to take to prevent push payment scams
and reduce their impact, but these could
involve increased consumer education
and awareness; the collection and
publication of scam statistics;
complying with best practice
standards (including those
proposed by UK Finance);
increased transaction
data analytics;
and further KYC
requirements.

RETAIL BANKS
OFFERING PUSH
PAYMENT SERVICES
HAVE AGREED TO
IMPLEMENT THESE
STANDARDS BY THE THIRD
QUARTER OF 2018.
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FRAUD: HOW TO MANAGE THIS
INCREASINGLY COMPLEX THREAT
Steve Elliot, Managing Director of Financial Crime, Fraud, Information Security and Payments, Huntswood

Over recent months, Huntswood has been meeting
with Fraud Control professionals and asking how the
risk of fraud is changing, both in relation to the threat
itself and the controls deployed to mitigate it. The
responses have provided some fascinating insights
across the financial services and utilities sectors,
with consumer credit firms representing the second
largest proportion of responders. We share this in our
new report.
This research has revealed that emerging technology
brings both benefits and challenges, that ‘control
effectiveness’ requires a more intimate understanding
of the full impact of a control than has traditionally
been the case, and that to be truly effective firms need
to manage risks at both a thematic and a process
level. In fact, our research found that the priority risks
across the consumer credit sector were identity fraud,
inside fraud and misuse of facilities. In our report, we
demonstrate the primary and secondary controls that
firms can use to mitigate these risks.

16

For some firms, this represents a step change in
their management of fraud risks, however for others
the early use of process led controls has resulted in
proven improvements.
Process led controls mean fewer organisational silos,
fewer control gaps and reduced customer disruption.
For example, customers might only need to provide
their identity proof once, instead of each time they
wish to transact more or change some basic data.
The firms that are effective at this have a more
complete understanding of who their customers are,
what risks they pose (or that threaten them) and what
their needs might be.
The research also highlights the increasing gap that is
developing between those firms that are introducing
automation into the mix, versus those that continue
to deploy manual solutions. Firms that have not
begun the transformational journey will find that this
gap continues to grow. For full report go to
www.huntswood.com/insights.

Authorisation for many consumer credit
firms is being viewed by the regulator as
just the start of their regulatory journey.
Having overcome this important hurdle,
the Financial Conduct Authority (FCA)
now expects firms to have robust risk
frameworks in place and to be able to
evidence good customer outcomes.
The FCA’s outline of its priorities for
2018/19 in the consumer credit market
gives a good indication of the future
direction of travel for the regulator, with
a further focus now expected on the
rent-to-own, home-collected credit and
catalogue credit sectors.
The FCA has previously made it clear
that creditworthiness comprises both
credit risk and affordability, and both
should be considered as standalone.
The impetus remains on firms to define
affordability and to take appropriate
risk-based measures to ensure that
borrowing is responsible, sustainable
and protects customers in vulnerable
circumstances.
There is a train of thought that suggests
the target market for each of the above
credit sectors are more susceptible
to life events and changes to their
creditworthiness status, the key will be
for firms to recognise this and put
appropriate measures in place
to prevent poor customer
outcomes.

STATS AND THE REGULATORY REACTION
The recently published Financial
Lives Survey, where 13,000 UK adults
were asked a combination of 1,500
questions about their personal financial
circumstances, showed the potential
extent of vulnerability in the UK, with the
figures serving to drive the regulator’s
focus. The findings included that:
• 50% of UK consumers currently
show one or more characteristics of
vulnerability, 25.6 million in total
• those showing characteristics of
vulnerability are twice as likely to have
used high-cost credit
• 4.1 million people are currently defined
as in financial difficulty, as they have
failed to pay domestic bills or meet
credit commitments in three or more
of the last six months.
As part of its ongoing work, the regulator
has committed to investigating alternatives
to high-cost credit with the view of
increasing awareness of the choice and
availability of alternative products. In
relation to the rent-to-own sector, the FCA
remains focused on pricing models, fees,
charges and add-ons. For home collected
credit, the regulator has expressed a
concern at refinancing loans and how
consumers may end up paying significantly
more in interest when compared to the
original loan amount. Finally, in relation
to catalogue credit, the regulator has
expressed concern at the high level of
arrears amongst customers and the
amount of fees and charges applied. The
regulator is assessing the potential need to
consult on any changes moving forward in
the areas identified as key concerns.
Arrears and forbearance across the sector
were also noted to be a high-risk area.
The FCA’s focus on incentive schemes
will continue based on the business plan.
The FCA has no problem with people
being rewarded for their productivity, but
appropriate controls must be in place to
ensure there are no conflicts of interest in
incentive schemes that might feasibly
compromise customer outcomes.
The extension of the Senior
Managers and Certification
Regime (SM&CR) and the
continued responsibility
of principal firms to
oversight their brokers
will feature heavily
on the regulatory
agenda moving
forwards.

Debt advice is another area the regulator
has singled out for attention. The FCA
has committed to reviewing the debt
management sector and expects to
complete its review and report on
findings in Q1 2019.
Within motor finance, the areas of
continuing FCA focus are commission
arrangements, affordability (particularly in
the sub-prime sector, with an expected
focus to include ‘whole of life costs’) and
point-of-sale information. The regulator
has committed to undertaking further work
on responsible lending by motor finance
lenders, looking at creditworthiness and
affordability. It has also committed to
completing its review of the motor finance
market by the end of 2018.
The FCA is also carrying out a thematic
review looking at commission and other
remuneration models between credit
brokers and lenders within the sector.
In relation to credit information providers,
the FCA has committed to launching
a market study on credit information
providers and credit reference agencies,
which follows on from earlier consultation
within the sector. The regulator aims to
ensure that this vital market works as well
as possible to maximise the benefits that it
delivers for consumers.
Finally, the regulator has also committed
to review the Consumer Credit Act 1974
(CCA) retained provisions, reporting on
progress to the Treasury by 1 April 2019.
It is clear that specific areas of the
consumer credit market remain in the
regulatory spotlight as the FCA continues
to focus on higher risk practices and
products. Firms in the market should reflect
on the areas outlined within the business
plan and consider how to proactively
address concerns the regulator has. Some
key considerations for firms include:
• whether they distinguish between
affordability and credit risk
• whether fees and charges are designed
merely to recoup costs incurred, or
whether they are in any way punitive
• ensuring an adequate approach to
identifying, recognising and managing
vulnerability and financial difficulty
• whether there are robust controls
in place to manage remuneration
arrangements which are higher risk
• factoring in whole-of-life vehicular costs
into your affordability process.
The momentum from the regulator in the
sector is expected to continue as the FCA
continues to work to minimise the risk
of consumer harm and poor outcomes
across the sector, with a focus on the
areas outlined above.
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POWER SHIFT?
Open Banking is a new European initiative
that falls under the PSD2 regulation. It
became effective on 13 January 2018, and
is designed to increase competition and
innovation in the payments space. Open
Banking enables third parties to access
customer bank account data, and make
payments on their behalf. This means
customers aren’t restricted to using their
bank to make a payment, and can do it via
a third party. In the UK, third parties have
to be vetted by and registered with the
Financial Conduct Authority (FCA). They
can only access bank accounts with the
customer’s explicit consent.
The largest banks in the UK have had
to enable third parties to connect in to
their systems using secure standardised
Application Programming Interfaces. Most
of the banks did not quite make it there
on 13 January, but will be ready as we
go through the year. In parallel a number
of third parties have gone through the
FCA registration process and started to
offer Open Banking services. These are
well established companies, as well as
a number of fintechs that are hoping
to use Open Banking to offer new
services.
Open Banking will enable
customers to benefit from a
host of new and exciting
services. At a basic level,
customers will be
able to see all their

bank accounts in one place. This could
be through a banking app or third party
app, which has a better user experience
and improved features. Open Banking will
also enable customers to pay for goods
online directly from their bank account.
This avoids the need to type in credit
card details, and enables consumers who
don’t have credit cards to benefit from
electronic payment methods.
Significantly, Open Banking will also
enable third parties to analyse customer
account data. Third parties, with the
customer’s consent, will be able to
access the history of payments in and
out of the account. This will enable
companies to better assess a customer’s
credit worthiness, knowing how much
money is in the account and what their
income and expenses are. Companies
will also be able to offer customers better
deals, by analysing how much they are
spending on utility bills, in supermarkets,
on insurance, and their mortgage, for
example. This will enable customers to be
presented with more competitive offers
and identify cost savings.
There has been quite a lot of hype
surrounding Open Banking since its
launch, but slow implementation by the
banks and low adoption by third parties
has meant we haven’t yet seen the type
of innovation we had hoped for. Initial
customer surveys also suggest the general
public is wary of sharing their data with
third parties. However, as more third
parties develop services, and established
trusted companies start to show
customers the benefits, Open Banking will
definitely make a significant impact.
Open Banking is designed to break the
stranglehold banks have had on the
payment flow process that has to date
limited choice for customers. Going
forwards, banks will have to compete
on value and user experience against,
potentially, companies such as Apple
Answer Digital are producing a
and Google. Open Banking is the
White Paper assessing the impact
greatest shift of power away
of payments initiatives such as Open
from the banks in recent years.
Banking across multiple sectors. We are
Over the next few years
conducting one hour interviews during
we will see far greater
adoption, increased
July with CCTA Members to understand how
innovation, and a
you are reacting to the changing payments
flurry of exciting
landscape and what you would like to see from
new services.
the regulator/industry. Contributors will have

the option of being named in the White Paper, will
receive a complimentary copy, and be invited to an
exclusive event to hear the findings and meet peers from
other sectors.
Contact imran.ali@answerdigital.com

THE WAY
IN A DISRUPTIVE WORLD

LEADERSHIP

OPEN
BANKING

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 into 2019 they will focus heavily on
leadership, tone and culture.
2018 however, has so far proved to be a year of unprecedented market
disruption, so much so that we find ourselves asking, is this the new norm?
Our November conference will reflect on the turbulence and seek to answer:
“What have we learnt about general disruption, and how can we take our new
understanding forward, to meet SM&CR head on as tomorrow’s leaders?”
CCTA leading the way
Find out more at www.ccta.co.uk
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culture
conundrum?
heading for
a fall?
PAYDAY LOAN COMPLAINTS
SOAR 60% IN A YEAR
Complaints about high-cost
credit lenders have soared
to their highest ever level
as people query charges.
More than half related to
payday loans, with customers
complaining about irresponsible
lending and unaffordable loans.
The Financial Ombudsman
Service (FOS) warned that
complaints about high-cost
credit increased by 40% in the
last financial year to just over
36,300. New complaints about
payday loans rose by 64%
to 17,200.
What people are complaining
about the most:
• Payday loans: 17,256
• Hire purchase: 5,805
• Point-of-sale loans: 3,613
• Catalogue shopping: 2,191
• Hiring, leasing and renting:
1,587
• Instalment loans: 1,122
• Credit reference agencies:
1,060
• Debt collecting: 998
Six out of ten complains
were upheld, suggesting
lenders have some way to go
in ensuring they’re treating
their customers fairly. The
Ombudsman said the figures
also suggest that high-cost
credit firms need to do more
to put things right.
Excluding mis-sold payment
protection insurance policies,
which make up more than half
of the complaints received
by the Ombudsman last year,
consumer credit worries
account for almost a quarter
of those received by the
watchdog.
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Doorstep
drama?
a different
world
FOS ANNUAL REVIEW
2017/18
Caroline Wayman, chief
ombudsman and chief
executive, comments: “In
2018, the world looks very
different to when the Financial
Ombudsman Service was first
established. For us, like for
the financial services sector
itself, standing still simply isn’t
an option. That’s why, over
the last couple of years, we’ve
been through the biggest
transformation of our service
since we were set up.
While continuing to manage
the fall out of mis-sold PPI,
with complaints still reaching
us in their hundreds of
thousands, accounting for over
half of all those we receive,
we’ve been ensuring that
we’re able to respond to the
problems people are having
today, and that we’re ready
for the future too.”

CRACKDOWN ON
HIGH-INTEREST LENDING
ANNOUNCED BY FCA
The Financial Conduct Authority
(FCA) has spent nearly two
years looking at the cost of high
interest borrowing. It has now
outlined a package of plans for
rent-to-own, doorstep lending
and catalogue shopping.
“The proposals will benefit
overdraft and high-cost credit
users, rebalancing in the favour
of the customer,” said FCA chief
executive Andrew Bailey.
Campaigners had called for
a cap on the interest and
charges faced by those using
high-cost credit, including
overdrafts. They said that a cap
on the cost of payday loans,
introduced in 2015, should be
a template for the rest of the
high-cost credit market.
About 400,000 people
have outstanding debt with
rent-to-own firms from
which they buy household
appliances, paying the
money back over three years.
The FCA believes the harm
identified in this market is
sufficient in principle to
consider a cap on rent-to-own
prices. It will now carry out
the detailed assessment of the
impact that a cap could have
on the rent-on-own sector and
how it might be structured,
the regulator said.
Such a cap would not be in
place before April 2019.
Greg Stevens, chief executive
of the Consumer Credit Trade
Association, which represents
300 lenders, welcomed the
FCA’s ‘cautious approach’ and
said it was ‘taking its time to
get the balance right’.

a question of
choice?
FCA PUBLISHES UPDATE ON
HIGH-COST CREDIT WORK
On 31 May 2018 the Financial
Conduct Authority (FCA)
published an update on its work
in the high-cost credit sector.
The update follows a Feedback
Statement the FCA published
in July 2017 which identified
key areas of concern with the
sector including overdrafts,
rent-to-own, home-collected
credit and catalogue credit.
Work undertaken since July
2017 has demonstrated an
emerging picture of the
case for intervention in a
number of markets but also
some limitation on what
can be achieved purely
through traditional regulatory
interventions.
As well as being prepared to
propose new rules where it
has the evidence that markets
are not working well for
consumers, the FCA is prepared
to look at solutions designed
to increase the choice and
availability of alternatives to
high-cost credit. It will look at
the guidance given to social
landlords and others about
referring to cheaper sources
of credit and is also proposing
to work with government to
highlight examples of best
practice around alternative
models.
The FCA considers that it is
important to avoid negative
unintended consequences from
taking steps that might restrict
the availability of credit to those
consumers who are able to
repay it affordably.
In most areas the FCA intends
to publish conclusions and
proposals for consultation in
the spring. Overdrafts will be
addressed as part of the FCA’s
Strategic Review of Retail
Banking Business Models,
which will be reporting later
this year.

FCA UPDATES
REMUNERATION PAGE

saved by
the bell?
GOODS AND MORTGAGES
BILL CONSULTATION
OUTCOME
In September 2014, the
Government asked the Law
Commission to review the
Bills of Sale Acts and make
recommendations for its
reform. The desire for a
comprehensive review reflected
the Government’s significant
concerns about consumer
detriment in this market. The
Law Commission initially
consulted on the reform
of the existing legislation in
2015 and its final report and
recommendations to reform
the Bills of Sale Acts were
published in September 2016.
It concluded that the current
law is archaic, and wholly
unsuited to the 21st century. It
recommended that the Bills of
Sale Acts should be repealed in
their entirety and replaced with
a new ‘Goods Mortgages Act’ to
govern the way that individuals
may use their existing goods
as security for a loan or other
obligation.
The Government has carefully
reviewed the responses to
the Goods Mortgages Bill
consultation on the proposal
to reform the bills of sale act in
light of the law commission’s
review and recommendations.
Given the concerns that were
raised in the consultation, the
small and reducing market and
the wider work on high-cost
credit, the Government will
not introduce legislation at this
point in time. The Government
will continue to work with
the FCA as they carry out
their high-cost credit review,
and then further consider
government action on
alternatives to high-cost credit
in light of the FCA’s review.

The Financial Conduct Authority
(FCA) has updated its webpage
focused on remuneration. This
sets out the standards certain
firms are required to meet
when setting pay and bonuses
for staff.
Remuneration forms part of
the culture and governance
priority as set out in the FCA
Business Plan. As a key driver
of behaviour, remuneration
of senior and risk taking staff
is an important area of focus
for the FCA in order to ensure
that risk and reward are aligned
in firms that they regulate
through their Remuneration
Codes (the Codes). Whilst
FCA remuneration rules only
apply to specific groups of
firms, remuneration is a key
driver of behaviour for all firms
and individuals. Implementing
appropriate remuneration
policies and practices helps to
ensure appropriate outcomes
and reduces the likelihood of
harm from occurring.
The aim of the Codes is to:
• ensure greater alignment
between risk and individual
reward
• discourage excessive risk
taking and short-termism
• encourage more effective
risk management
• support positive behaviours
and a strong and appropriate
conduct culture within firms.
This ensures that the FCA’s
supervision of remuneration
is in line with their mission
by identifying harm (actual
or potential) that firms’
remuneration policies and
practices may cause and by
acting in the public interest.

seal of
approval?
FINANCIAL GUIDANCE AND
CLAIMS ACT 2018 RECEIVES
ROYAL ASSENT
The Financial Guidance and
Claims Act 2018 received
royal assent on 10 May 2018.
Provisions have been made to
ensure members of the public
are able to access free and
impartial money guidance,
pensions guidance and debt
advice, and to ensure that they
are able to access high quality
claims handling services by
strengthening the regulation
of claims management
companies. Provisions include
establishing a new financial
guidance body and providing
a power to make regulations
prohibiting unsolicited direct
marketing in relation to
pensions and other consumer
financial products and services.
In short:
• a single financial guidance
body and debt advice
funding in devolved
administrations
• the transfer of claims
management regulation
from the Claims
Management Regulation
Unit in the Ministry of Justice
to the Financial Conduct
Authority
• a debt respite scheme (aka
‘Breathing Space’ scheme)
by secondary legislation
• a ban on cold calling by
secondary regulations.

out in front?
JOINT GUIDELINES ON
CUSTOMER PROTECTION
AGAINST RISKS FROM
SCREEN SCRAPING
UK Finance, the Financial Data
and Technology Association,
the Electronic Money
Association (EMA) and techUK
have jointly published voluntary
guidelines and encouraged
market behaviours under the
revised Payment Systems
Services Directive, which they
urge all industry players to
adopt and integrate in to their
own practices.
UK Finance has worked closely
with the other industry bodies
to produce this set of voluntary
guidelines to increase customer
protection around the practice
widely termed ‘screen scraping’,
which is used in the market as a
method of accessing customer
data or initiating payments
on a customer’s behalf. This
involves customers sharing their
online banking login details to
allow a third party to initiate
payments or use their account
information to provide services
on their behalf.
The main aims of these
voluntary guidelines are to
foster a collaborative and
cooperative industry ecosystem
around account information
services and payment initiation
services, and to further boost
customer protections.
The voluntary guidelines will
help to move the industry
towards the consistent use
of Application Programme
Interfaces as per industry
aims for the opportunities
around open banking, which
can deliver real benefit to the
industry and help to serve
customers better.
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limited
tolerance?
in the fastlane
BANKING BY MOBILE
APPTO OVERTAKE ONLINE
BY 2019
More consumers will use apps
on their smartphone than a
computer to do their banking
by as early as next year,
according to forecasts.
Last year, 22 million people
managed their current account
on their phone, industry analyst
CACI said. It has predicted that
35 million people, or 72% of
the UK adult population, will
bank via a phone app by 2023.
By then, customers would
typically visit a branch only
twice a year, it said.
CACI added that rural areas
and smaller coastal towns
would see the biggest increase
in mobile users between now
and 2023, owing in part to
frustration over broadband
access pushing customers
towards mobile networks.
“With so much more
functionality, mobile is rapidly
becoming the digital channel of
choice, and replacing traditional
online banking for many
customers,” said report author
Jamie Morawiec.
“Whilst the number of internet
log-ons is decreasing, so are
the numbers of users. In fact,
CACI predicts that 2019 will
be the year in which mobile
banking overtakes internet
banking in terms of users.”
Source: BBC
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chit chat…

DISORDERLY BREXIT’ COULD
THE WAY WE BANK NOW:
FORCE INTEREST RATE CUT
REPORT PUBLISHED
Bank of England Governor
Mark Carney has warned that
a disorderly Brexit could force
the Bank of England to cut
interest rates. During a speech
in London, Carney said that
with the Brexit date looming,
a sharper Brexit would have
implications for monetary
policy and could put monetary
policy on a different path.

It may be taboo to talk about
money with friends and family
but when it comes to your
bank it’s a different matter,
with today’s social media savvy
consumer taking advantage of
more banking webchat services
than ever before, according
to the latest research from
UK Finance.

He explained: “For example, if
the transition were disorderly,
or the end state agreement
materially worse than the
average potential outcome,
then the Monetary Policy
Committee (MPC) could once
again be confronted by a trade
off between the speed with
which it returns inflation to
target and the support policy
provides to jobs and activity.

The Way We Bank Now Report,
sponsored by EY, reveals that
the popularity of services
such as Twitter, Facebook
messenger and WhatsApp,
is encouraging banks to
invest in similarly fast and
convenient webchat services
with customers embracing
online support, major banks
had over 5.5 million webchats
with customers in 2017, the
equivalent of 622 per hour.

“The policy response would
reflect the balance of the
effects of a sharper Brexit
on demand, supply and the
exchange rate. Although the
exact policy response cannot
be predicted in advance,
observers know from our track
record that, in exceptional
circumstances, we are both
willing to tolerate some
deviation of inflation from
target for a limited period of
time and that there are limits to
that tolerance.”

Overall in recent years digital
innovation has transformed the
way we manage our money,
in 2017 customers logged into
apps over 5.5 billion times, a
13% increase since 2016, and
increasingly customers are
utilising new technologies
to talk to experts outside
conventional bank branch
hours rather than taking time
out of their working day.
Stephen Jones, chief executive,
UK Finance said: “Technology
is changing the way we
communicate, work and shop
and, as a result, the way we
choose to manage our money.
The industry has responded
to this seismic social change,
which is very much led by
customers looking to make the
most of digital innovation for
convenience. The assumption
that British consumers shy away
from talking about money looks
to be consigned to the last
century, as webchats and video
banking prove increasingly
popular. And with over 22
million British customers having
downloaded banking apps, this
trend is not going away.

one of your
five a day
OVER HALF OF UNDER 45s
INTERESTED IN BANKING
PRODUCTS FROM APPLE,
AMAZON OR GOOGLE
Online research from Equifax,
the consumer and business
insights expert, reveals over
half of Brits under
45 years old would be
interested in banking products
or services from technology
giants like Apple, Amazon or
Google. Of those, 45% said
that products or services
like loans, credit cards or
current account from these
technology companies would
only appeal to them if they
offered better value than
their existing bank.
Across all age groups, the level
of interest in banking products
from leading technology firms
falls to 40%, with over a quarter
of Brits stating they would
rather use their existing bank as
they’re more familiar with them.
Jake Ranson, banking and
financial institution expert and
CMO at Equifax Ltd, said: “The
recent announcement that
Apple is joining forces with
Goldman Sachs to launch a
consumer credit card highlights
how tech companies plan to
shake up the banking industry,
creating products and services
to compete against the big high
street banking names as well as
newer digital entrants.
“Although a sense of brand
familiarity pins many people to
their current bank, there’s an
appetite for new products and
a desire for alternatives that
can offer something genuinely
different. The tech giants have
a loyal brand following in their
own right, if they can combine
this with a competitive product
offering we’ll see an interesting
shift in dynamics as the fight to
attract customers heats up.”

stressed
out?
THE BANK OF ENGLAND
(BOE) HAS PUBLISHED A
REPORT SETTING OUT THE
KEY ELEMENTS OF THE 2018
STRESS TEST FOR THE UK
BANKING SYSTEM
The BoE’s stress-testing
framework is designed to
examine the potential impact
of hypothetical adverse
scenarios on the health of the
banking system and individual
institutions. In 2018, the BoE
will conduct one stress test,
the annual cyclical scenario.
Seven banks and building
societies will take part, which
account for around 80% of the
outstanding stock of Prudential
Regulation Authority regulated
banks’ lending to the UK real
economy. The participating
institutions remain the same
as those that were subject to
the 2017 stress test, namely
Barclays, HSBC Holdings, Lloyds
Banking Group, Nationwide
Building Society, The Royal
Bank of Scotland Group,
Santander UK Group Holdings
and Standard Chartered.
The BoE has also published
guidance for participating banks
and building societies, together
with a spreadsheet identifying
variable paths for the 2018
stress test and a spreadsheet on
the traded risk scenario.

caped
crusader?
MICHAEL SHEEN OFFICIALLY
OPENS NEW COMMUNITY
BANK IN LEITH
The actor and anti-poverty
campaigner has issued a rallying
call to take on irresponsible
lenders during the opening of
Castle Community Bank.
The actor and anti-poverty
campaigner Michael Sheen has
used the occasion of a branch
opening of a new community
bank in Leith to rally support for
his war on high interest lenders.
The star was returning to
Scotland weeks after the
launch the End High-Cost
Credit Alliance, which he
founded as part of his crusade
against high-cost lenders,
particularly the pay day loan
companies.
That followed a pledge by
the Port Talbot born actor
to devote even more time
to the causes he supports,
revealing how he is now
carefully choosing his acting
roles to give him the time
and resources for his
campaigning work.
Speaking at the launch, Michael
Sheen said: “We all have a role
to play in promoting fair and
responsible credit.
“The battle to make credit
unions as effective as possible
in taking on the high cost
lenders can be a challenging
one, but Castle Community
Bank shows us many of the
characteristics I think are
needed to take an innovative,
bold approach to those
challenges. Communities
all across the UK deserve a
fairer, more responsible deal.
The sort of deal that credit
unions can offer. To help
those communities thrive,
not just survive.”

preparing
for the worst
FINANCIAL SERVICES
INDUSTRY RAMPS UP
INVESTMENT IN CYBER
SECURITY
Rising fears of cybercrime are
prompting financial services
firms to increase their spend
on security, according to
new research from Lloyds
Bank Commercial Banking,
which canvassed the views
of the world’s largest financial
institutions.
The research found that 85%
of financial services firms have
spent more on tackling cyber
risks in the past 12 months,
with 14% having significantly
increased their spend.
Over the same period, almost
87% have become more
concerned about cyber risks,
with 23% becoming significantly
more concerned.
When asked about what they
wanted to achieve from their
technology investment in the
coming year, 14% of financial
firms cited improved cyber
security as their top priority.
It was the third highest priority
area flagged behind reducing
operating costs (17%) and
revenue growth (26%).
Despite firms prioritising
investment in new technology
to safeguard against cybercrime
for the year ahead, 10% are
still not insured against a cyber
attack, and 9% said they have
taken no steps to arrange
contingency funding.
However, 95% of firms
questioned did say they were
confident their finance and
treasury functions were suitably
prepared to recover from an
attack, with 20% saying they
were very confident.
Source: CCR

play your
cards right!
BREXIT CAN IMPROVE
UK’S FINANCIAL SERVICES
INDUSTRY, REPORT ARGUES
The Institute of Economic
Affairs (IEA) has released new
a report claiming that the UK
can and should improve its
financial services regulation
post-Brexit and is urging
it to pursue World Trade
Organisation (WTO) disciplines
with renewed urgency.
The report says the UK can take
steps to not only improve its
financial service industry, but
also improve global financial
services and the availability of
capital, hedging mechanisms
and insurance internationally.
The IEA says the World Trade
Organisation understanding
on financial services should
be developed with the goal of
liberalisation of market access,
and that its Most Favoured
Nation principle of nondiscrimination should be at
the core of any agreement on
international financial services.
The IEA added that the UK
must capitalise on its natural
advantages of size, skill,
creativity, language, law, time
zone and new found flexibility
and responsiveness to retain its
dominant market position.
Shanker Singham, director
of the International Trade
and Competition Unit at the
Institute of Economic Affairs,
said: “Now is the time for
the UK to promote more
competitive regulation in global
standard setting organisations
and to challenge global
rules with anticompetitive
effects. Financial regulation is
already based on international
standards in many key areas.
Outside the EU, the UK will
have the advantage of greater
agility in decision making,
entering into regulatory
recognition arrangements
with third countries and
implementing appropriate
regulations. If these tracks
are initiated, the future for UK
financial services should be
very bright.”
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FLA Figures
May 2018
a lasting mark?
BUSINESS DEBT SOARS

for a rainy day?
£680BN TIED UP IN
WORKING CAPITAL
British businesses have around
£680 billion tied up in working
capital, according to new
research on more than 5,400
businesses from Lloyds Bank
Commercial Banking.
Lloyds Bank’s Working Capital
Index found that businesses’
annual revenues have
increased, on average, causing
the amount of cash tied up in
inventory or unpaid invoices
to increase by 6% in the last
year. This puts pressure on
firms’ cash flow and could
leave many firms ill prepared
to quickly access the funds
they might need to take on
any unforeseen opportunities
or challenges.
While partly caused by the fact
businesses were growing, the
report also found that firms,
and particularly smaller ones,
were becoming less efficient
at collecting cash from
their customers, making the
problem worse.
The report found that annual
revenue growth nearly
quadrupled during 2017 to
8.3%, from 2.1% in 2016. At the
same time, firms’ inventory
levels increased 10.6% during
2017, while outstanding
invoices increased 10.3%.
Looking ahead, 31% of
businesses said demand
uncertainty was their biggest
concern affecting their
management of working
capital and cash flow in the
year ahead. This was followed
by changes to payment terms
(16%) and rising costs (13%).
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The total value of adverse
county court judgments (CCJs)
recorded in England and Wales
rose sharply during the first
quarter of the year, according
to figures released by
Registry Trust.
In Q1 2018, 32,003 CCJs were
registered against businesses
in England and Wales. Rising
7% compared to Q1 2017, this
bucked a four year trend where
the number of CCJs issued had
fallen year-on-year. However
an unusual feature affecting
the numbers was the presence
(recorded on April 20) of 2,125
judgments against easyJet.
The average value of an
adverse business CCJ rose
by 17% to £3,164. Combined,
these changes caused the total
value of CCJs to increase by
a quarter.
A mammoth 41% increase in
the total value of judgments
against the generally smaller,
unincorporated businesses
disproportionally accounted
for the scale of this increase,
the total value of CCJs against
companies rose 19%.
In the High Court 20
judgments were issued in Q1
2018, six more than during
the same quarter of the
previous year.
However, the average value
of a judgment plummeted,
dropping by 96%. As a result,
a 95% decrease in the total
value of High Court judgments
occurred.

prevention
not cure
OVER HALF OF BUSINESSES
PREDICT A SERIOUS
SECURITY BREACH WITHIN
THE NEXT YEAR
Research released by Callcredit
Information Group, ahead of its
annual Fraud Summit in June,
reveals that 59% of businesses
predict a serious fraud incident
or security breach within the
next year if they continue
with their current technology,
processes and tools. In addition,
a further 17% of those surveyed
revealed that this is something
they have already experienced.
The research, which asked 105
fraud prevention managers and
directors about their attitudes
and techniques, also found
that fraud prevention priorities
have shifted since 2017. This
year, one of the biggest focuses
in the fight against fraud is
developing a fraud response
strategy, according to 91% of
those surveyed, compared to
80% last year.
The research highlighted
a significant uplift in the
adoption of identity verification
measures and fraud prevention
technology, with 90% of those
surveyed stating these were
amongst their top priorities
this year. Unsurprisingly,
compliance with the latest
regulation also remains a
key focus for nine out of ten
fraud leaders, as they adapt
to the changing landscape
and more stringent regulatory
requirements.

take a well
earned rest?
ALL WORK AND NO PLAY
FOR UK’S SMALL BUSINESSES
Almost a quarter of small
business owners in the UK took
fewer than five days’ holiday
over the last year with 15%
taking no leave at all, according
to new research from Hitachi
Capital Business Finance.
Among start-ups, this figure
rose to 31%, with
19% taking no leave.
Half of those in the agricultural
sector took fewer than five
days’ holiday last year, with 28%
saying they took none at all.
After this, the next most likely to
have taken a maximum of five
days’ leave were those in the
retail sector (38%) or the legal
professions (22%).
More than a quarter of female
small business owners (27%),
took a maximum of five days’
leave, compared with 23% of
male bosses. Men were also
more likely to take more than
30 days’ holiday than women
(14% vs. 11%).
By specific region, businesses
in the North East were the
least likely to take annual leave,
41% of bosses took less than
five days’ leave. This was
followed by 28% of bosses
in the North West.
At the other end of the scale,
there were those that did take
their annual leave allowance as
planned. 41% of Scottish small
businesses, 35% of those based
in the West Midlands and 28%
of company owners in the
capital all took more than 26
days’ holiday last year.

urgent
update!

NEW FIGURES RELEASED
BY THE FINANCE & LEASING
ASSOCIATION (FLA)
SHOW THAT:

stressed!

• second charge mortgage
new business fell 10% by
value and 13% by volume
in March, compared with
the same month in 2017.
In Q1 2018 as a whole, new
business increased 1% by
volume compared with the
same quarter in 2017

a sticky
situation?

• new business in the point
of sale (POS) consumer car
finance market fell 5% by
value and 10% by volume in
March, compared with the
same month in 2017. In Q1
2018, new business grew
3% by value, while volumes
fell by 1% compared with
the same quarter in 2017.
The percentage of private
new car sales financed by
FLA members through the
POS was 89.4% in the twelve
months to March, up from
88.5% in the same period
to February

The Government’s proposed
new guidance for consulting
on collective redundancies in
insolvency situations is ‘very
positive’, says insolvency and
restructuring trade body R3.

• consumer finance new
business in March was
at a similar level to that
reported in March 2017,
and grew 6% in Q1 2018
as a whole. Credit card
and personal loan new
business together grew in
March by 7%, compared
with the same month in the
previous year, while retail
store and online credit new
business increased by 4%.
The point of sale finance
sector reported a fall in new
business in March of 6%
compared with the same
month in 2017
• asset finance new business
(primarily leasing and hire
purchase) fell by 5% in
March, compared with the
same month last year, and
by 3% in Q1 2018 overall.
New finance for business
equipment grew in March
by 13% compared with the
same month in 2017. Over
the same period, the plant
and machinery finance and
commercial vehicle finance
sectors reported falls in
new business of 9% and
2% respectively.

NEW COLLECTIVE
REDUNDANCY &
INSOLVENCY GUIDANCE
‘VERY POSITIVE’

Following a number of high
profile insolvency cases
where employees were made
redundant without the full
statutory consultation period,
the Government has been
looking at reforms which
could be made to redundancy
consultations.
Caroline Sumner, R3’s
technical director, says:
“We’re also pleased that the
Government understands that
new guidance rather than
regulation is needed. Additional
regulation would have
compounded the problems
in an already complex area.
Recognising that insolvencies
are a special situation and
that they require different
approaches to redundancy
consultations is a pragmatic
step. The current situation
does not work for employees,
employers, the taxpayers, or
insolvency practitioners. New
guidance will help get a better
deal for everyone.
“While the Government says
it will consider regulation in
future, we should see how
the guidance works first.
Insolvency practitioners find
themselves in an impossible
position when caught between
employment law and the
realities of an insolvency, so
additional regulation would
have led to punishment for
practitioners trying to do their
jobs with few alternatives.”

SHARP RISE IN COMPLIANCE
CONCERNS FOR UK SMALL
BUSINESSES
Forget the age old issues late
payment or economic volatility,
regulation has emerged as the
new top concern for growing
small businesses in the next
six months (28%) overtaking
issues that business owners
have more control over, such
as retaining business (20%),
managing cash flow (26%),
or skills gaps and shortages
(14%). The proportion of these
businesses concerned about
compliance and red tape has
risen by 9% in the past 18
months, more than any other
concern the research tracked.
The new British Business
Barometer research from
Hitachi Capital Business Finance
suggests too much compliance
is having a significant impact
on business owners. This was
particularly the case among the
professional services sectors,
with 32% of finance businesses
and 35% of law firms saying
worries over paperwork were
keeping them awake at night.
Similarly, concerns about red
tape and bureaucracy were
now the top concerns for
small businesses in the real
estate (28%) and medical
(26%) sectors.

FCA PUBLISHES NEW
INFORMATION SHEETS FOR
CONSUMER CREDIT
The Financial Conduct
Authority (FCA) has
published new versions of
the information sheets that
consumer credit firms must
use to accompany arrears
and default notices. Firms
are required to use the new
versions from 27 July 2018.
Consumer credit firms can
download the information
sheets to accompany arrears
and default notices.
Lenders must include a copy of
the relevant information sheet
when notifying a consumer
that they are in arrears or
default. This is required by the
Consumer Credit Act 1974
(Section 86A).
These information sheets are
intended to help consumers by
telling them about their rights
and responsibilities, and where
they can get help.
The sheets are available in
English and Welsh and can be
printed in colour or mono.
Each information sheet is
available in PDF format.

General Data Protection
Regulation, Brexit, gender
pay equality, updates to
the Criminal Finances Act
and the recent scrapping of
Employment Tribunal fees have
all been issues contributing to a
massive increase in paperwork
for small businesses over the
past months.
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Half of Brits feel
they cannot
ask credit card
provider for help
RESEARCH FROM ECHO
MANAGED SERVICES FOUND
60% OF THOSE SURVEYED
DID NOT FEEL VALUED BY
THEIR PROVIDER WHEN
GOING THROUGH THE
DEBT RECOVERY PROCESS
The study, completed by
outsourced customer contact
specialist Echo Managed
Services, surveyed 1,000 UK
residents on their experiences,
knowledge and attitudes to
household arrears.
It found that 59% of customers
attribute debt stigma to societal
attitudes and their own feelings
of shame, embarrassment
or inadequacy. A further 36%
blame the practices used by
their credit card provider, while
the remainder stated it was a
combination of both factors.
Respondents who felt that their
provider was at fault highlighted
a tendency for advisers to
be ‘offhand’ or ‘aggressive’ in
their communication, often
making assumptions about the
customer’s background or why
they had fallen into debt.
When asked whether
customers felt valued by their
provider throughout the debt
recovery process, 25% said they
did, while 60% said that they did
not feel valued as a customer, a
figure which has jumped up by
12% since similar research was
last undertaken in 2016.
Monica Mackintosh, customer
services director at Echo
Managed Services, said: “The
findings highlight just how
important it is for organisations
to stand out as approachable
and helpful. Ensuring all
communications convey this is
vital, across verbal and written
contact, as well as the general
tone of information available on
a company’s website. Reflecting
on current practice and being
more customer centric can
help organisations to both
minimise customer debt and its
effect on their reputation.”
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more month
than money
free flowing?
NO INTERRUPTIONS,
OPTIONS FOR THE FUTURE
UK-EU DATA-SHARING
RELATIONSHIP BETWEEN
THE UK AND EU
Britain will mirror the European
Union’s data protection rules
in full, retaining both EU’s
General Data Protection
Regulation (GDPR) and Law
Enforcement Directive. It’s cited
that UK negotiators believe a
bespoke deal is vital to preserve
intelligence sharing and the free
flow of data after Brexit. This
follows a recent UK Finance
report No interruptions –
Options for the future UK-EU
data-sharing relationship
between the UK and EU.
The United Kingdom’s exit
from the European Union will
transform the way personal
data is shared between the
two parties from a relationship
based on a deeply integrated
single legal framework to
one between two separate
jurisdictions.
For millions of EU and UK
citizens and businesses,
and for billions of individual
exchanges of personal data
currently relying on a borderless
environment, this will be a
significant and potentially
disruptive change. It will require
a new relationship between
two legal frameworks based on
the mutual goal of ensuring a
high standard of protection for
citizens’ personal data.

BEHIND ON THE BASICS:
THREE MILLION PEOPLE
IN ARREARS ON ESSENTIAL
BILLS IN 2017
Analysis by StepChange Debt
Charity has revealed that two in
five clients who received advice
in 2017 were behind on at least
one of their essential household
bills (such as energy bills,
council tax, mortgage or rent).
Across Great Britain, the charity
estimates the number of people
behind on priority bills was over
three million.
Behind on the basics: a closer
look at households in arrears
on their essential bills, written
by Grace Brownfield, Senior
public policy advocate, reveals
a complex patchwork of
difficulty. In some cases, people
may be avoiding arrears only by
taking on more credit.
Among renters, for example,
those without rent arrears
had significantly higher levels
of borrowing relative to their
income (77%) than those renters
with rent arrears (55%).
Worryingly, an estimated 9.3
million people last year used
credit to meet a household
need, with 1.4 million of these
using high cost credit.
Groups identified as being at
higher risk of arrears on priority
expenditure included lower
income families, renters, people
with an additional vulnerability,
and younger people.
This could be because they
are more likely to have been
affected by factors that increase
the risk of arrears, namely a
squeeze on income, rising
living costs, insecure work,
and regular income shocks.

effective
barriers
ONE IN SIX BANKRUPTS
DECLARING ASSETS HAVE
OVER £50,000
15% of people who declared
their assets when entering
bankruptcy in 2016/17 had
assets worth over £50,000 and
£999,000, 26 had assets over
£1m. A stark reminder that you
can’t be ‘too wealthy’ to be
bankrupt, says insolvency trade
body R3.
Mark Sands, R3’s personal
insolvency committee chair,
says: “Perception and stigma
can be effective barriers to
seeking help about financial
difficulties. You can often
encounter a belief that
bankruptcy is something that
doesn’t happen to people
who others might typically
see as financially comfortable,
or even wealthy. This stops
people from getting advice
when it would be helpful,
or it means they don’t take
steps to address their financial
problems before it’s too late.
“Anyone, no matter how
wealthy they may appear, can
have serious financial issues.
Someone with a lot of assets
could have bigger still debts,
it’s all relative. Anyone can be
vulnerable to financial shocks,
too. Common causes of
bankruptcy are the failure of a
person’s own business, ill health
or a relationship breakdown.
Unexpected tax demands can
also lead to bankruptcy for
higher earners, particularly
those on the receiving end of
Accelerated Payment Notices
linked to tax schemes.

record rise….
the short
straw?
GENDER PAY GAP FOLLOWS
WOMEN INTO RETIREMENT
Women retiring in 2018
will have average expected
retirement incomes £4,900
lower than men as the gender
gap remains a major issue,
reveals new research from
Prudential1.
The good news is that women’s
expected retirement income
has hit a record high and the
gender gap is shrinking but
women will still be 29% worse
off than men, Prudential’s Class
of 2018 study shows.
Prudential has, for the last 11
years, tracked the finances,
future plans and aspirations
of people planning to retire in
the year ahead in its Class of
research which highlights the
persistence of the gender gap
with men expecting to retire
on an average annual income
of £21,800 compared with
women’s of £16,900.
Kirsty Anderson, a retirement
income expert at Prudential,
said: “The retirement income
gender gap is still too wide, at
nearly £5,000, with women
struggling to match the
incomes generated by men.
“However, it is really
encouraging to see that the
retirement income gender
pay gap is shrinking over
consecutive years and women
are starting to close the gap
on men.
“It is also extremely positive
news that expected retirement
incomes this year are the
highest on record.”

OVER 65s DEBT ON TRACK
TO HIT £86BN BY THE END
OF 2018
Over 65s will have amassed a
record £86bn of debt in 2018,
up from £78 billion in 2017,
according to research from
the Centre for Economics
and Business Research
commissioned by more 2 life.
Last year’s research predicted
that the total debt of over 65s
would only reach £65 billion in
2017, but in reality, borrowing
was growing significantly faster
and the total was £13 billion
more.
The research found that the
average total debt held by
65 to 74 year olds in 2017
was also higher than expected,
hitting £15,700 instead of
the predicted £12,500. This
is estimated to increase to
£17,100 in 2018. Worryingly,
in 2018, the average mortgage
debt of those aged 65 and
over is estimated to stand at
£86,000, which is 13% higher
than in 2013.
The research found that
homeowners aged 65 to 74
who are paying off a mortgage
owe an average of £120,000,
which is 24% higher than in
2013, and higher than the
average for 55 to 64 year olds
currently repaying a mortgage
(£113,000). Those aged 75
to 84 who are paying off a
mortgage owe over £78,000
on average, up 40% in just five
years, from £56,000 in 2013.
42% of those aged
65 and over have an interest
only mortgage, down 13%
between 2014 and 2016.
Source: financial reporter

#strike
balance?
BANKS CHARGING MORE
FOR OVERDRAFTS THAN
PAYDAY LENDERS
Which? said sky high fees
could add up to thousands of
pounds a year, hitting those
who can least afford them
the hardest. It called on the
Financial Conduct Authority
(FCA), which agrees charges
are often too high, to impose
limits.
Which? compared the cost of
borrowing £100 for 30 days
in an unarranged overdraft
across 16 high street banks with
borrowing the same amount
through a payday loan.
It found that 13 of the banks
investigated charged more than
a payday lender, with some
costing considerably more.
The consumer group called
the findings alarming and
urged the FCA to finally end
this unfair practice.
Which is calling for the charges
for unarranged overdrafts to
be reduced to the same level
as arranged overdrafts. Gareth
Shaw, Which? money expert,
said: “The regulator cannot drag
its heels any longer.”
In 2015 the FCA capped
payday loan costs at £24 a
day following criticisms they
left poor families with
crippling debts.

the pound in
your pocket
YEAR LONG PAY SQUEEZE
COMES TO AN END
Wages rose at an annual rate
of 2.9% in the three months to
March, faster than inflation for
the first time in more than a
year, official figures show. Over
the same three month period,
the inflation rate was 2.7%.
Inflation started to overtake
wages in February last year,
squeezing incomes. The Office
for National Statistics (ONS)
also said unemployment fell by
46,000 to 1.42 million, with the
jobless rate falling to 4.2% the
lowest since 1975.
The Chancellor, Philip
Hammond said: “Growth in
real wages means that people
are starting to feel the benefit
of more money in their
pockets; another turning point
as we build a stronger, fairer
economy. The unemployment
rate is at its lowest in over 40
years and with our National
Living Wage we are making
sure that the lowest paid
feel the benefit with an extra
£2,000 a year.”
However, the General Secretary
of the TUC, Frances O’Grady
said: “Working people are still
not getting a fair deal. Millions
of jobs do not pay a real living
wage. And average weekly pay
is still worth much less than a
decade ago.”
The number of people in work
increased by 197,000 in the
January to March period to
32.3 million. The ONS said that
75.6% of people aged from
16 to 64 years were now in
work, the highest since records
began in 1971.

Source: Credit Strategy
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MACHINE LEARNING:
ADOPT OR DIE

Mark Davison
Chief Data Officer,
Callcredit Information Group

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

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

Face facts: within the financial sector,
the credit risk industry is already behind
the curve when it comes to machine
learning. While fintechs, banking and even
hedge funds have launched, integrated or
added the technology to their portfolios,
credit risk is still lagging at the back,
bogged down in an unhealthy skepticism
and paralysed by procrastination. But it’s
simple. Either we adopt, or a new guard
emerges with machine learning already
in place, and we die.
For many credit risk professionals, even
now, the basics are passing them by.
Machine learning is just that, giving
computers the ability to learn, through
artificial intelligence. It’s been with us for
decades, silently supporting our lives in all
sorts of everyday, real world applications.
Your email spam filter? Machine learning.
The ETA for your Uber? Machine
learning. Fraud protection for your online
transactions? That’s machine learning, too.
SEIZE THE OPPORTUNITY
Today, it’s easier than ever to use
machine learning to make more informed
decisions on lending or credit, thanks to
the availability of quality data, computing
power and growing acceptance from
regulators who acknowledge the

transformative power of this tool. One
of the key benefits of machine learning
is its ability to inform better decision
making, especially as regulators relax
the constraints that lenders and fiscal
institutions work within.
As the credit risk sector places a greater
focus on transparency, machine learning
will be used more frequently by lenders as
a new way to solve existing problems. Risk
and affordability modelling necessitates a
constant explanation of lending decisions,
ensuring that the data going in aligns with
the eventual decision.
Using a model called supervised learning,
machine learning will allow lenders to
analyse not just large, but vast quantities
of data. In this process, it will discover
relationships that until now have been
hard or impossible to see, before making a
decision. This will allow lenders to use the
machine’s output to justify its decision to a
regulator or a consumer.
HOW WE KNOW IT WORKS
At Callcredit, we ran a 12 month
machine learning trial to help showcase
the potential benefits of the predictive
accuracy that it offers. In one modelled

scenario, the level of default in a portfolio
of 60,000 credit cards was reduced
significantly, resulting in a 10% decrease
in overall bad debt. If used with other
elements of the customer lifecycle,
potential benefits generated could be
even greater.
Overall, the study showed highly
encouraging results and points to potential
financial benefits for adopters in the
credit, fraud and insurance sectors. Be
assured, machine learning is not going to
get robots to do human jobs or change
the nature of what creditors do. Instead,
it will get the same tasks done more
efficiently and in a more intelligent way,
complementing systems that are already in
place, and helping experts to improve the
lending process.

CHANGING
NATURE?

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

Anchor Computer Systems, 1 Chestnut Court, Parc Menai,
Bangor, Gwynedd LL57 4FH Tel. 01248 672940 www.anchor.co.uk
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SUPER POWER?
THE DATA PROTECTION
ACT 2018

ICO
UPDATE

The Data Protection Act 2018 was given
Royal Assent on 23rd May and its main
sections commenced on 25th May,
the same day General Data Protection
Regulation (GDPR) came into force. The
Act, which supplements GDPR, provides
additional grounds for processing special
category personal data and gives the
Information Commissioner’s Office (ICO)
stronger powers.
HOW DOES THE ACT DIFFER FROM
THE GDPR?
The Act is a complete data protection
system, so as well as governing general
data covered by GDPR, it covers all other
general data, law enforcement data
and national security data. Furthermore,
the Act exercises a number of agreed
modifications to GDPR to make it work
for the benefit of the UK in areas such as
academic research, financial services and
child protection.
WHAT IS THE IMPACT ON BUSINESS?
Organisations which already operate at
the standard set by the Data Protection
Act 1998 should be well positioned to
reach the new standards. The Act
means that UK organisations are best
placed to continue to exchange
information with the EU and
international community,
which is fundamental to
many businesses.

GDPR AND BEYOND
On 23 May, Information Commissioner
Elizabeth Denham posted a blog setting
out her stance under GDPR. Key points
she made:
• although the ICO will be able to impose
much larger fines, this law is not about
fines. It’s about putting the consumer
and citizen first
• the creation of the Data Protection
Act 2018 is not an end point, it’s just
the beginning, in the same way that
preparations for the GDPR don’t end
on 25 May 2018. From this date, we’ll
be enforcing GDPR and the new Act
but we all know that effective data
protection requires clear evidence of
commitment and ongoing effort
• it’s an evolutionary process for
organisations, no business, industry
sector or technology stands still.
Organisations must continue to identify

NEW PLANS FOR NUISANCE CALL DIRECTORS TO FACE FINES

RECENT DATA BREACHES

The ICO recently revealed that
it had recovered just over half
of the £17.8 million in fines
issued for nuisance calls since
2010, as companies go into
liquidation to avoid big penalties.

IAG Nationwide fined £100,000

Mike Bradford
Director, Regulatory Strategies
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DOES THE ACT REQUIRE
ORGANISATIONS TO IMPROVE
CYBER SECURITY?
Effective data protection relies on
organisations adequately protecting their
IT systems from malicious interference. In
implementing GDPR standards, the Act will
require organisations that handle personal
data to evaluate the risks of processing
such data and implement appropriate
measures to mitigate those risks. For
many organisations such measures will to
include effective cyber security controls.

This follows latest estimates by Ofcom showing British
consumers were bombarded with 3.9 billion nuisance phone
calls and texts last year.
As it stands, only the businesses themselves are liable for fines
of up to £500,000, and some directors try to escape paying
penalties by declaring bankruptcy. The Insolvency Service can
also disqualify people from boardroom positions and failure to
adhere to this ruling could lead to a prison sentence.
New government proposals (currently at consultation stage)
could provide the ICO with powers to hold company directors
directly responsible with further fines of up to £500,000.
Minister for Digital and the Creative Industries Margot James
said: “Nuisance calls are a blight on society and we are
determined to stamp them out. For too long a minority of
company directors have escaped justice by liquidating their
firms and opening up again under a different name. We want to
make sure the Information Commissioner has the powers she
needs to hold rogue bosses to account and put an end to these
unwanted calls.”

A firm in Stockport has been fined for
disrupting the public with nuisance
marketing.
IAG Nationwide Limited has been fined
£100,000 for making more than 69,000
calls to people registered with the
Telephone Preference Service (TPS).
Recipients described the calls as
frightening, threatening and aggressive.
IAG also failed to correctly identify itself
in the calls, did not give people the
chance to opt-out of receiving them and
provided misleading information about
the nature of the call.
On top of the fine, the company has
been issued with an enforcement notice
by the ICO, ordering it to stop illegal
marketing.

The Crown Prosecution Service
(CPS) has been fined £325,000
The Crown Prosecution Service (CPS) has
been fined £325,000 by the ICO after
they lost unencrypted DVDs containing
recordings of police interviews. The
DVDs contained recordings of interviews
with 15 victims of child sex abuse, to be
used at the trial.
This is the second penalty imposed on
the CPS following the loss of sensitive
video recordings.
The DVDs were sent by tracked delivery
between two CPS offices, with the
recipient office being in a shared
building. The delivery was made outside
office hours, and the DVDs, which were
not in tamper-proof packaging, were left
in the reception. Although the building’s

and address emerging privacy and
security risks in the weeks, months and
years beyond 2018
• as long as there is data protection law
the ICO is here to help. We have a
whole host of guidance and resources
on our website and we’ll keep doing the
same job we’ve always done, offering
advice, guidance and education for
everyone who needs it
• governed by these laws, organisations
will have the incentive and the
opportunity to put people at the heart
of their data services. Being fair, clear
and accountable to their customers
and employees, organisations large and
small will be able to innovate with the
confidence that they are building deeper
digital trust.
On 25 May, Elizabeth Denham told
BBC Radio 4’s Today programme that
small businesses who do not make
extensive use of customer data would
not come under close scrutiny from
her office. Instead, the focus would be
on big companies, particularly those in
the technology sector, that deliberately,
persistently or negligently misuse data.
She said: “We are not looking for
perfection. We do not have thousands
of inspectors going out and checking
people’s homework. What we do have
are millions of people that have new
rights and they can make a complaint
against a company to our office”.

entry doors were locked, anyone with
access to the building could access this
reception area.
The DVDs were sent in November 2016,
but it was not discovered that they were
lost until December. The CPS notified the
victims in March 2017, and reported the
loss to the ICO the following month.
The ICO ruled that the CPS was
negligent when it failed to ensure the
videos were kept safe, and did not take
into account the substantial distress that
would be caused if the videos were lost.
It also found that, despite being fined
£200,000 following a separate breach
in November 2015, in which victim and
witness video evidence was also lost, the
CPS had not ensured that appropriate
care was being taken to avoid similar
breaches re-occurring.
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Senior Solicitor and Chief Legal Officer,
Restons Solicitors Ltd

Managing Director, Regulatory,
Eversheds Sutherland

Enforcing Codes of Conduct - SM&CR

Eleven steps to unfairness

Good news for Debt Purchasers!

Culture & Governance: the meaning

“…codes are of little use if nobody reads, follows or enforces
them. This is where the UK’s Senior Managers Regime (SMR)
comes in.” Mark Carney, Governor, BoE.
On 24 May 2018, a progress report on the Fair and Effective
Markets Review (FEMR) was published by the Bank of England
and the Financial Conduct Authority together with HM Treasury.
The final recommendations of FEMR were made three years ago,
on 10 June 2015:
• the Senior Managers and Certification Regimes (SM&CR)
should be extended to a wider set of financial institutions
• regulatory references should be mandatory
• both firms and regulators should monitor compliance with
standards, formal and voluntary.
The Senior Managers Regime replaced the Approved Persons
Regime in March 2016 for banks and some other large firms.
The new accountability regime was a response to high profile
conduct abuses.
The accountability regime will be extended to firms regulated
solely by the FCA from a date to be confirmed, with final rules
expected this summer.
Under SM&CR, firms must request a regulatory reference from
past employers of a prospective senior manager, and provide
the same for departed employees on request. The regulatory
reference lists any disciplinary action taken over breaches to
Conduct Rules or any finding that the employee was not fit and
proper during the last six years, or for serious misconduct, at any
point, and this applies not just to a senior manager but to all staff
apart from ancillary staff such as security and cleaners.
The FCA is currently consulting on whether to extend its remit
for breaches of conduc related rules, also to include breaches of
industry codes of conduct.
But even if this third FEMR recommendation is not implemented,
the new SM&CR accountability regime requires a series of
implementation projects over the next six to 12 months.
Senior managers, for example, will want to be able to
demonstrate to the FCA, for their areas of responsibility:
• statements of responsibility are updated for relevant staff
• Approved Person functions are appropriately mapped to new
Senior Manager Functions
• policies and procedures are updated
• training needs are reviewed, documented and delivered
• staff are certified annually as fit and proper
If Mark Carney’s words quoted above provide any indication as
to whether FEMR will deliver on the third of its recommendations
made three years ago, it may be prudent to start planning for
more rigorous implementation of voluntary industry codes
of conduct.

The Financial Conduct Authority (FCA) are consulting on
proposed guidance on the fairness of variation terms in
financial services contracts. The fairness of contract terms is
governed by the Consumer Rights Act 2015 (CRA) and which
gives the FCA powers to enforce compliance including seeking
injunctions from firms over their use of unfair terms. The
guidance is also relevant to contracts made prior to the CRA
and which were governed by the Unfair Terms (in Consumer
Contracts) Regulations 1999.
The guidance focuses on unilateral variation clauses in products
terms. This is where the firm can vary the terms without the
need to get the customer’s explicit consent at that time. Such
terms have the potential to cause detriment as the consumer
may have little control over how they are operated. So for
example in the case of mortgages, secured loans, credit cards,
some personal loans and other open ended agreements these
will often allow the lender to vary the interest rate for stated
reasons or to vary default charges to reflect changes in the
lender’s costs of carrying out certain activities.
The FCA have set out eleven factors to determine whether
such variation terms are fair having regard to the indicative
list of unfair terms in the CRA (known as the ‘grey list’, the EU
Directive which the CRA implements and recent important
decisions from the European Court of Justice.
It should be emphasised that focusing on narrow technical
arguments to justify a contract term is a risky approach. Firms
need to consider fairness issues more holistically. The FCA’s
list of factors includes whether the variation term has been
included to achieve a legitimate objective and strikes a fair
balance between the firm’s legitimate interest and those of the
consumer. Transparency is key and so additional information and
supporting material given to the consumer may be relevant.
Another factor is whether it is possible to verify the reason
that has arisen, for example the ability to demonstrate how a
change in the cost of funds has been the reason to justify a
rate increase. Also is the variation clause just one sided (e.g.
variation in interest rates or charges are upwards only)?
In addition to considering the fairness of these terms the FCA
will also look at how they have been operated in practice under
Principle 6 (Treating Customers Fairly) of the Handbook.
The FCA state that they expect firms to carry out regular
reviews of their contracts for compliance with the CRA. They
also warn that under its Senior Managers regime they expect
firms to allocate responsibility to an appropriate individual for
ensuring that consumer contracts are fair and transparent.

In the recent case of MFS Portfolio Limited v Phelan and West,
District Judge Chaudhuri confirmed that a debt purchaser
could obtain a judgment even though it did not hold
permission from the Financial Conduct Authority (FCA) to carry
out the regulated activity of debt collection. The debt purchaser
was able to rely on the FCA authorisation held by its parent
company, Cabot Credit Management Group Limited.
Within most debt purchaser groups it is the Special Purchase
Vehicle (SPV) which acquires the debt whilst other companies
within the group fulfil the authorised representative role.
When an SPV acquires a portfolio of debt it becomes the creditor
of any agreement which was regulated by the Consumer Credit
Act. In the event Court proceedings are issued for recovery of
the debt only the SPV can be the Claimant.
Under the Financial Services and Markets Act (FSMA) the starting
point is that any firm carrying out a regulated activity (which
includes debt collection) requires permission to do so from
the FCA unless it can rely on one of the specific exemptions
contained within FSMA.
Most SPVs initially did, but no longer do, hold permission from
the FCA. Specialist debt challenger lawyers often allege the
Claimant (i.e. the SPV) has committed a criminal offence by
issuing the recovery claim. They argue the Court proceedings
are a regulated activity (debt collection) and provide the Court
with a copy extract from the FCA website confirming the SPV’s
permission has lapsed.
Faced with the undeniable fact that the SPV did not hold FCA
permission and perhaps daunted by the prospect of trying to
unravel the detailed provisions of FSMA many Courts would
either stay or prolong what ought to be straightforward debt
recovery claims.
However, SPVs are able to rely on paragraph 55 of the Financial
Services and Markets Act 2000 (Exemption) Order 2001,
provided that they have entered into a servicing agreement
with another member of the Group, that the other member
is authorised by the FCA and that the servicing agreement
complies with various requirements of FSMA.
In MFS Portfolio Limited v Phelan and West, District Judge
Chaudhuri confirmed this exemption applied so that MFS
could obtain a judgment by relying on the authorisation
held by Cabot Credit Management Group Limited. Whilst the
Defendants have applied for permission to appeal it is to be
hoped the clear reasoning of the Judge will not be overturned.

The current regulatory focus on various areas of conduct,
remind us that despite years of Treating Customers Fairly,
remuneration and incentive reviews a proportion of our industry
find it difficult to grasp the reality, that they are acting as the
agent of their client and hence treating that customer fairly is
the most paramount objective. The customer relies on the firm
to act on their behalf and trusts the firm to provide appropriate
services and products.
Andrew Bailey remarked last year: “Culture can be remarkably
resilient in the face of attempts to change it. However, if culture
is ignored then an opportunity is lost to tackle one of the major
root causes of conduct failures. The answer is not to try to
tackle the culture, but to act on the many things that determine
it, of which governance and remuneration are important”.
One of the core issues is the challenge provided to the senior
leadership, whether it be one individual or a listed board.
Do they receive the right level of challenge in the strategic
and operational plans they implement, as they should.
The issue of bringing on board a Non-Executive Director or
external adviser may well be down to cost (understandably
so) but in all honesty, who is afraid of some devil’s advocate
debate. That is why some firms have set up advisory boards
or customer forums with clients/customers playing a key role
in the strategic development of the business and governance
committees with external input from like minded firms or
simply someone not involved in the day to day bump and
grind who has sufficient experience, gravitas, know how etc
to sensibly get you to reflect on what you are about to do..
As we grapple with the implementation of General Data
Protection Regulation, we wait to see what the final extended
Senior Managers and Certification Regimes will look like. One
thing that seems very clear, is that individual accountability will
become increasingly important.
Having the culture that welcomes the little tap on the shoulder
or whisper in the ear that says: “Why are we doing this? Who is
really going to benefit? Does this smell right? Would I sell this to
my mother? Can I explain this to the FCA supervisor, Financial
Ombudsman Service or a judge? Does this genuinely feel right
for my business?” If there is any wavering, are you are able to
challenge your colleagues? These are the sort of reasonable
steps to be demonstrated. Whatever the size of business there
is room for challenge and the need to embrace it.
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Carney and others v NM Rothschild
& Sons Limited

FCA Motor Finance Review:
Update Published

The High Court has ruled for the first time on the difference
between so-called basis clauses and exclusion clauses in the
context of an unfair relationship challenge under the Consumer
Credit Act 1974 (CCA).
In Carney and others v NM Rothschild & Sons Limited, the
claimants were ex-pats, who had made investments designed
to reduce the Spanish equivalent of inheritance tax. They had
taken out loans with the defendant for the purposes of the
investments, secured by those investments and the claimants’
Spanish properties. Each loan followed a standard form,
headed by an ‘important notice’, urging the claimants to
seek independent legal and tax advice, and containing these
basis clauses:
• the lender made no recommendation about the collateral’s
suitability, quality or future performance
• the lender directed the claimants to seek independent advice
before signing
• the form constituted the whole agreement. Neither party
could rely on the other’s prior representation, unless written
into the form
• the lender had acted as such and not provided any advice
• the claimants had appointed a named financial adviser as
their agent.
When the investments underperformed, claimants sued the
lender, seeking to remove their indebtedness and discharge
their security.
They alleged that the lender had given bad advice, or
induced them to borrow by misrepresenting their risk and the
investments’ suitability for tax avoidance. The lender relied on the
basis clauses, which the claimants said had contributed to the
unfair relationship.
His Honour Judge Waksman QC found for the lender, holding
that the clauses defined the scope of the parties’ relationship
(non-advisory) and recorded the absence of any representations
on which the claimants could have relied. The clauses
prohibited the claimants from making contrary allegations.
For each clause, he decided that:
• its natural meaning was not that of an exclusion of liability
• the factual context in which the parties had contracted did not
suggest the clause had been an attempt to re-write history
• it had not been one of myriad standard terms in the form,
suggesting an exclusion
• the parties’ relative positions (ie. bargaining power) had not
been particularly relevant.
With regard to the alleged unfair relationship, the judge found
that the claimants had relied on their own adviser. The lender had
neither made false representations nor proffered advice. Because
the clauses had not been exclusions, he did not need to decide
whether they had been reasonable under the Unfair Contract
Terms Act 1977, but thought them ‘manifestly reasonable’
anyway. The court’s decision shows that in many cases, welldrafted basis clauses offer robust protection to the lender.

Having identified in July 2017 four key areas within the motor
finance market to review, the Financial Conduct Authority (FCA)
has recently published an update on its work to date. The FCA’s
comments on commission arrangements and providing suitably
transparent information to customers are, in particular, likely to
be of interest to CCTA members.
Alongside their recent review of staff incentives, remuneration
and performance management in consumer credit firms, the
FCA has made it clear that it is keen to understand whether any
conflicts of interest are arising from commission arrangements
between lenders and dealers and, if so, how these are
appropriately managed to avoid harm to consumers.
As part of its work so far, the FCA has identified four main types
of commission structures, as well as additional mechanisms
such as volume bonuses and consumer fees, that operate in
the motor finance market. The four structures identified are:
• Interest Rate Upward Adjustments, also known as Increasing
Difference in Charges
• Interest Rate Downward Adjustments, also known as
Reducing Difference in Charges
• Scaled Commission, also known as variable product fee
• Flat Fee Commission.
The FCA’s current findings on these arrangements are that
some of them can provide incentives for brokers to arrange
finance at higher interest rates for their customers than the
customer may otherwise be able to obtain. Consequently,
the FCA is planning in the next phase of its analysis to test
the effectiveness of lenders’ systems and controls to assess
whether the risks presented by such commission structures are
adequately controlled by lenders.
The FCA will also test whether commission structures have
led to higher finance costs for consumers, because of the
incentives they create for brokers. This is likely to be of interest,
particularly if the FCA concludes that such incentives have
potentially led to mis-selling.
The FCA wanted to know if the information provided to
potential customers by firms is sufficiently clear and transparent
so that the customer can understand the risks involved and
make informed decisions.
The findings in the update are that contracts are generally
transparent and that website terminology and language appear
to be clear and consistent. However, the FCA does go on to
say that within the review it has seen cases where information
is not sufficiently prominent.
The FCA’s next step on this issue is to complete a mystery
shopping exercise, through which the regulator hopes to assess
consumers’ access to clear, timely and transparent information
at the point of taking out motor finance.
The FCA expects the review to last until September this year.
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LAUNCH OF EQUINITI NORTHERN
TECH HUB CEMENTS LEEDS AS
CAPITAL OF FINTECH CULTURE
Balancing risk with
collections

Leeds cemented its status as the capital of fintech
expertise in the north with the opening on Friday
27 April of the Equiniti Northern Tech Hub at
Lawnswood Business Park.
The 14,000ft2 building is the new home of Equiniti Credit
Services, the UK’s leading loans management and credit
technology company, currently managing more than
£20bn in credit assets.
Equiniti Credit Services has been created from two
powerhouse UK brands in lending technology, Equiniti
Pancredit and Nostrum Group. The launch of the
Northern Tech Hub brings workforces previously based
in Harrogate and Yeadon together in Leeds for the
first time.
More than 150 employees are based at the offices,
a number that is expected to grow as the company
plans further investment in the area with the creation
of new jobs.
Equiniti Credit Services, part of the Equiniti Digital
technology division of Equiniti Group, will occupy the
two upper floors of the newly refurbished offices with the
ground floor used by core group
functions including Pensions,
HR and Project Management.

YUILL + KYLE BECOMES PART OF
MACROBERTS LLP
Leading Scottish Debt Recovery Firm Yuill + Kyle
has joined MacRoberts LLP. MacRoberts, a firm with
over 150 years of experience, is one of Scotland’s
top commercial law firms and enjoys a position of
leadership and prestige in the Scottish legal sector.
Founded in 1908, Yuill + Kyle, led by Managing Director
Stephen Cowan, is one of Scotland’s leading debt
recovery and credit control law firms whose expertise
includes pre-sue services, instructing court action,
pre-judgment remedies, and insolvency and liquidation.
The acquisition enables Yuill + Kyle clients to benefit
from support across the full range of legal service
areas provided by MacRoberts. These areas includes
all aspects of corporate law including taxation,
pensions and share schemes; corporate defence law;
employment law; construction, transport and major
infrastructure projects; real estate and energy. They also
provide a select service to private individuals including
family law.
Yuill + Kyle will continue to trade
under its name with its team based
in MacRoberts’ office on York Street
in Glasgow.

Restons Solicitors Limited assists a number of
market leaders in the Debt Purchase, Finance
and Utility sectors with both secured and
unsecured collections.
Our
fundamental
understanding
of
commercial, reputational and compliance
issues, together with a focused, proprietary
interest in our clients’ receivables means
that we continue to excel in terms
of client satisfaction, recoveries and
complaint avoidance.
To find out more about how our expertise
can help you, contact Nigel Coe on
01925 661602 or npc@restons.co.uk or go
to www.restons.co.uk
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EQUIFAX WORKS WITH HSBC UK
ON FIRST LIVE OPEN BANKING
CREDIT APPLICATION SOLUTION
HSBC UK has created the first live use case of open
banking for credit applications using the InterConnect
platform from Equifax, the consumer and business
insights expert. The solution will facilitate quick
affordability assessments by allowing individuals to submit
their bank transaction information electronically, in less
than five minutes, during an application for credit.
Each submission is presented directly to HSBC UK
Underwriting in real-time, providing the bank with a fast
and informed view of a customer’s affordability and
facilitating faster lending decisions.
Jake Ranson, Banking and Financial Institution expert and
CMO at Equifax Ltd, said: “This work with HSBC reflects
our ongoing commitment to the open banking initiative
and our drive to deliver to our banking and financial
services clients the best solutions for their customers in
this new world of open data. We’ve produced a next level
data service that helps the industry make the most of
new data sharing, and empowers customers with more
control over their own financial information. Part of the
open banking challenge is educating consumers on what
it means in a real life context, and a streamlined credit
application process that helps
them get a faster decision
is a great example.”

MOTORMILE FINANCE (MMF)
BECOMES LANTERN
Motormile Finance UK (MMF), a leading debt purchaser
in the alternative lending sector, will now be known as
Lantern going forward.
With the trading name of Lantern Debt Recovery Services
Ltd, Lantern officially launched themselves at the Credit
Summit in London on 15 March 2018.
Since 2008, MMF have purchased more than two million
accounts with a notional value of over £1bn. In 2015, the
company underwent a significant transformation as a
result of regulatory changes in the sector, which includes
the implementation of more rigorous internal processes
and a focusing of strategic direction.
The rebranding exercise follows the investment made
by Copper Street One, a company backed by the
investment firm Copper Street Capital LLP, which
strengthened the company’s balance sheet and gave
MMF greater capacity to acquire portfolios.
Part of the rebrand has been the creation of ‘The
Lantern Promise’, a five part pledge that serves as both
a reminder to staff and a public
promise to customers that Lantern
will take seriously its commitment
to place customers at the heart
of the rebranded company.
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#LendingSummit

Martin Ellingham

Senior Product Manager,
Aptean Respond

Strategic insight for consumer and commercial lenders

THE RIGHT TOOLS?
Call centres have a bad reputation
among customers, but it doesn’t have
to be that way. Martin Ellingham, Senior
Product Manager for Aptean Respond,
explains how Quality Assurance (QA) can
make a major difference to call centre
performance.
There’s no such thing as an average
day in a call centre, making resolving
complaints and improving customer
satisfaction an ongoing challenge.
WHEN GOOD IS NO LONGER
GOOD ENOUGH
The call centre might not be at the core
of a business, but it will always have
a major impact on the firm’s overall
success. A negative call centre experience
can affect a company’s brand reputation,
its customer retention and its bottom line.

Three conferences, one summit
Credit Strategy’s Lending Summit is the UK’s first
360-degree forum for senior professionals in the
consumer, commercial and corporate lending spaces.
Uniting three conferences for lenders across the financial
services sector (the F5, Mortgage and Commercial
Finance Conferences), this is a unique, must-attend
new event for incumbents and challengers.

Event supporter

Customer expectations have never been
higher. We’re a nation of consumers
who are more likely to complain if a
service doesn’t meet the high quality that
is now expected. The best call centres
aim for more than satisfactory, they are
looking to provide exceptional customer
experience.
WHY CHANGE HAS TO BE MORE
THAN SKIN DEEP
A wellrun call centre can make a big
difference to both a business and its
customers. So, how do companies
go about achieving the high quality
interactions they need? How do
they improve their existing customer
experience?

EVEN THE RIGHT TOOLS MIGHT NOT
DO THE JOB
Many companies believe their call centres
have the right tools and systems in place
to support their teams, but there’s no
guarantee of actually making the most of
this. How can they be sure their people
have access to the right information?
The answer to this is that companies can
never do too much when it comes to
checking their processes and assuring
quality. Focusing on QA in a call centre is
vital. It reveals where teams can improve,
and gives leaders an accurate overview
of how the business is operating.
QUALITY IS THE ASSURANCE
CUSTOMERS NEED
The benefits of effective QA are clear.
Accurate information and transparent
processes improve loyalty among both
customers and employees, which
becomes easier to achieve because
QA encourages businesses to become
more data-driven. It reduces
the instances of mishandled
interactions and provides
useful insight to avoid a
recurrence. Similarly,
the real-time nature
of QA information
means companies
can spot costly

mistakes before they have an impact, with
employees also being more likely to buy
into the process, knowing it is has a clear
framework based on up-to-date metrics.
ASSURING A HIGH QUALITY
CUSTOMER EXPERIENCE
There’s little doubt that QA will have an
immediate effect on a business. While the
long term plan would be to completely
reshape the way the company works,
leaders and employees alike will most
definitely notice results straightaway.
They’ll soon see the difference it has on
customer interactions and, eventually, the
positive impact it has on brand reputation.
So, what’s the plan for your business?
Do you want to learn from your mistakes
and create a better customer experience,
or would you prefer to stay in the dark
about your performance?

THE CHOICE
IS YOURS...

It’s tempting to start with the frontline
staff as they’re the people who actually
engage with the customers. However,
this ignores the underlying problems
with how the company works. Any
analysis carried out by the leaders
on the actions of their staff
has to spark real change
throughout the business.
If not, what’s the point?

To book
Call
020 7940 4835

Email
events@creditstrategy.co.uk

Visit
creditstrategy.co.uk/events
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THE MONEY
CHARITY
STATS

It costs an average
of £23.61 a day for a
couple family to raise a
child to the age of 18.

MAY
2018

The UK economy
grew by 0.1%
between January
and March 2018,
according to
latest estimates
from the ONS,
the lowest growth
since Q4 2012.

Outstanding consumer
credit lending was
£209.2 billion at the
end of March 2018,
remaining stagnant
on last month.

3.1% The fall in
house prices
across the UK
on last month
according
to Halifax.

In total, cash
machine
transactions
were worth
an average
of £3,793 in
April 2018.

The average mortgage interest rate was
2.51% at the end of April. This stood
at 2.06% for new loans. Based on this,
households with mortgages would
pay an average of £3,109 in mortgage
interest over the year. New loans would
attract an average of £2,874 in interest.

According to UK Finance,
the typical first time
buyer deposit in
November was
17.5% (around
£33,177) 124%
of an average
salary.

For a credit card
bearing the average
interest, it would
take 26 years and
4 months to repay if
you made only the
minimum repayment
each month.

The average APR for a
£5,000 personal loan
is 7.98%, according to
the Bank of England.
For a £10,000 loan it’s
3.8%, while the average
rate for an overdraft is
19.72%.

£123,870 The outstanding
mortgage debt per
mortgaged household.

Halifax estimate that house prices fell
by 3.1% compared to last months
estimate, and down by 0.1% over
the quarter but up 2.2% annually.
Nationwide estimate house prices
grew by 0.2% in April, up 2.2% on
12 months ago.

On average, a UK
household spends
£3.67 a day on
water, electricity
and gas.

The number of people
unemployed fell by
348 per day from
November 2017
to January 2018.

APRIL 2018
MONTHLY
SUMMARY

The headline figures in April showed the UK economy growing at its slowest pace in more
than five years, with weaker manufacturing growth, subdued consumer facing industries
and construction output falling significantly. Despite the positive outlook for real earnings
growing against continuously falling price growth, high levels of employment and low
level interest rates, consumers remain wary of their day-to-day finances and propensity
to shop. In addition, the latest figures on the household savings ratio point to a rundown
of household savings to their lowest level, which is indicative of the increased borrowing
by households throughout 2017. If the pattern of solid jobs growth and a gradual pick-up
in earnings growth persist through the year, this is likely to put pressure on the Bank of
England to increase interest rates later in 2018.
The UK business landscape has depicted an optimistic picture, underpinned by stable levels
of business confidence during April. With over half of firms more optimistic about the
economy than they were at the start of the year, it will be interesting to see if that trend
continues to grow throughout 2018. At the same time, business investment grew in March,
setting investment plans on a positive trajectory. The expectation, however, is that real
investment for the long term will continue to grow at a rather muted pace, as businesses
remain wary of Brexit negotiations. Still, as the effect of a weak sterling continues to fade,
normalising input costs and inflationary pressures are likely to feed into an optimistic
business environment.

HOUSEHOLD FINANCE UPDATE

BUSINESS UPDATE

UK Finance’s latest Household Finance Update
for April 2018 reveals that:

UK Finance’s latest Business
Update for April 2018 reveals that:

• gross mortgage lending in April is estimated to have been
£20.4bn, 13.3% higher than a year earlier. The number of
total mortgage approvals has also risen and is 11% higher, this
increase is primarily driven by remortagage approvals which
were almost 30 per cent higher than a year earlier

• UK business borrowing contracted slightly
by 1.7% in the last 12 months. However
within industry sectors there was a mixed
picture with manufacturing maintaining
strong growth at 8% while construction
contracted by 6.3% in the year

• card spending was 9.8% higher than a year earlier. Outstanding
levels of credit card borrowing grew by 5.2% over the year,
down from an annual growth rate of 5.7% in March
• growth in personal deposits has been 1.4% over the year, slightly
down on the previous six month average of 2% but still up
compared to the same period last year, with consumers opting
for instant access accounts over those with notice. ISA cash
deposits across the high street banks saw a slight increase on
the previous month to coincide with the end of the tax year.
Commenting on the data, Eric Leenders, managing director,
Personal Finance at UK Finance said:

18 Properties are
repossessed every day,
or one every 1 hour
and 17 minutes.
9.614 million employees
had joined a pension scheme
under auto-enrolment by
the end of April 2018.
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UK FINANCE UPDATE
ON LENDING

“April saw steady growth in mortgage lending
and approvals, following a slowdown in activity
the previous month. This was driven by strong
remortgaging levels, as borrowers locked into
attractive deals amid expectations of a base rate rise.
“Card spending has strengthened following a subdued
March. Despite the recent fall in inflation and the
squeeze on household incomes starting to show
some signs of easing, consumer confidence remains
relatively low.”

• UK business deposits grew by 4.4% in the
last 12 months down on the previous six
month average of 6%.
Commenting on the data, Stephen Pegge,
managing director, commercial finance at
UK Finance said:

“Overall demand for finance
amongst businesses remains
subdued. There has been some
fluctuations in business borrowing,
particularly in the construction
and real estate sectors.
“This reflects ongoing economic
uncertainty, as firms continue to
build their deposits and carefully
consider long term investment
decisions.”
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A RISKY BUSINESS: WHY THE
MISPRICING OF CREDIT IS A
DANGER TO US ALL
Years of low interest rates and fierce
competition in the UK credit market
has created a price war. Lenders are
using cheaper loan products with wider
consumer appeal to retain existing
customers and capture new market share.
This is a dangerous game and is leading
to inadvertent mis-pricing of risk in the
race to attract customers.
At first glance, however, the market
fundamentals look sound. Figures
from the Bank of England show strong
growth across all credit asset classes.
In the last quarter of 2017, ‘Residential
investment’ (mortgages) grew by 10.1%
on the previous 12 months. In the same
period average arrears continued to
fall, suggesting a buoyant market with
high confidence in both borrowers and
lenders. In the year to March, the entire
consumer credit category grew by a
more-than-healthy 8.6%.
But there are also warning signs, principally
from the figures relating to the cost of
credit. Except for credit cards, the Bank of
England’s figures paint the same picture
across all asset classes: it’s getting less
and less expensive to borrow money. As
this trend continues and the number of
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high risk cheap credit customers spikes,
inevitably, an adjustment must occur.
Defaults will rise and, to compensate,
the pricing of risk must do the same.
Lenders agree, a straw poll at a recent
Equiniti Credit Services event revealed that
83% believe the market is mispricing risk.
What’s more, the future is becoming
increasingly tough for lenders to predict
because the market dynamics are
changing dramatically. Equiniti’s research
into the UK’s credit landscape confirms
a seismic attitudinal shift among the
UK’s borrowing public. Nearly half the
market is now prepared to borrow from
an unfamiliar lender. A massive 83% of
consumers now research loans using
a price comparison site. Just 18% of
consumers want direct contact with
their lender (down from 77% in 2014).
Consumers are becoming distant. Brand
loyalty is evaporating. Decisions about
lenders and their credit products are
being made on price alone.

Sarah Jackson

Sales Director,
Equiniti Credit Services

If a market adjustment is ahead (and
surely it is), lenders must have the agility
to respond quickly to that adjustment.
Knowing that customer attitudes are on
the move isn’t enough. To continue to
prosper, lenders need to understand how
they are changing and what they must
do to keep them. This means taking a
data-led approach and embracing systems
that deliver real-time customer insight. It
means freeing up internal resources and
offloading non-core activities to specialist
partners to enable fleet-of-foot operational
change. The longer the mispricing of risk
continues, the bigger the adjustment will
be and the harder the industry will be hit.
Getting the house in order now while
the going is good isn’t just sensible, it’s
essential. For some lenders, it could be the
difference between continuity and crunch.

They say, ‘age is the price of maturity’.
If today’s lenders want to last the distance
they must take the mature view today.

A DANGEROUS
GAME

Vienna

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



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

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