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NOTE: With diverse contributing authors, the views expressed 
in this magazine are not necessarily the views of CCTA. 
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CCTA PUBLIC AFFAIRS

OUT OF 
CHAOS COMES 
GREAT CHANGE MARKET 

DISRUPTION 
SHOULD BE ON 

A FIRM’S RISK 
REGISTER 

Our national conference this year arrives 
at an opportune time to reflect over the 
last ten years. The pace of change in 
several component arenas that impact 
on our great industry, and the changes 
in the wider landscape that will affect the 
next ten years. Conference will discuss 
and explore the immediate key issues, 
and then look to the horizon to discuss 
how your trade association can assist in 
helping your business to protect itself from 
negative disruptors.

There is no denying that out of chaos 
comes great change. However too much 
chaos creates mayhem, and we see 
that aplenty in current politics especially 
BREXIT. Modern companies are learning 
how to use controlled chaos as one 
of building blocks for the future, and 
re-inventing themselves repeatedly to 
stay ahead of the market. Ten years ago 
consumer credit business was more or 
less straight forward, you lent money 

CCTA VIEW FINDER
and collected it back within a regulatory 
framework protected by the law. Both 
companies and consumers, for the best 
part, were well provided for. Then came 
along financial chaos and the long and 
painful road that we still travel.

I am sure that most people at some 
stage in their life have heard of the 
butterfly effect. This effect grants the 
power to cause a hurricane in China 
to a butterfly flapping its wings in New 
Mexico. It may take a very long time, but 
the connection is real. If the butterfly had 
not flapped its wings at the just the right 
point in space/time, the hurricane would 
not have happened. Chaos or change 
is commonplace and we are seeing 
the butterfly effect in most markets, as 
there are no longer prizes for longevity. 
In financial services Lehman Brothers 
historically are now being seen as the eye 
of the storm, at the beginning of credit 
crunch in 2008, when in fact that was the 
commencement of the reaping of the 
harvest of the seeds sown well before.

Some disruptors are being lauded as a 
new form of avatars when in essence 
all they are doing is taking a product or 
service to a new level. What has changed 
is the speed that products and markets 
alter to accommodate consumer needs, 
but most often it is the balance sheets of 
companies experiencing the attack. All 
business sectors are being impacted, not 
least retail which is an exemplar model 
for everyone. History and tradition have 
little place in today’s world. Firms need 
to be recruiting thinkers and innovators. 
Market disruption should be on a firm’s risk 
register and the horizon gaze required by 
the regulator.

We are seeing disruption within the UK 
data market. The three largest Credit 
Reference Agencies (CRAs) Experian, 
Equifax, and Callcredit have recently 
re-invented themselves as credit brokers. 
As you are probably aware they are all 
providing credit score guidance products 
to consumers, Equifax (Clearscore), 
Experian (Credit Matters), and Callcredit 
(Noddle). CCTA are a member of SCOR 

(Steering Committee on Reciprocity) 
and we continue to monitor the 

usage of SME’s data to protect 
our member’s interest.  

THE 2018 PUBLIC AFFAIRS PROGRAMME

Greg Stevens 
Chief Executive, CCTA

greg.stevens@ccta.co.uk

With the recent purchase of Callcredit 
by Transunion, all three CRAs are now 
American owned. Thinking outside of the 
box, is there a possibility at some stage 
that they commence lending?

Is disruption good for business? It is really 
like a curate’s egg, good in parts. Time 
does not stand still and the world has 
shrunk, so you do not know where the 
next attack will emanate from or how 
quickly. In our market place a disruptor’s 
business model could look completely 
different to what’s already there, so it 
can be hard to see a disruptor in its early 
stages. In essence a disruptive innovation 
is an innovation that creates a new market 
and value network that eventually disrupts 
an existing market and value network, 
displacing established market-leading 
firms, products, and alliances.

In the consumer credit world a major 
disruptor has been the Financial Conduct 
Authority (FCA) and Financial Ombudsman 
Service (FOS). Two years after the 
FCA authorisation was completed the 
consumer credit universe has been 
depleted. With well over a 50% decay in 
all sectors, many other firms are collecting 
out, or struggling along on reduced profits. 
The weight and cost of regulation has 
created a skewing of the market away from 
small firms to larger firms, and away from 
traditional community lenders providing 
a range of loan products. The FCA is well 
aware of our concern regarding the decay 
of the industry players and the impact it will 
have on access to responsible credit. 

We have ongoing concerns with FOS, 
another major disruptor, with regard to 
process and protocol. The background 
to these concerns have been repeatedly 
raised with FOS at quarterly industry 
meetings, direct to Caroline Wayman, 
chief ombudsman and CEO of FOS. We 
have asked for an independent audit of 
FOS by the National Audit Office (NAO) 
and pressed this home with MP’s.  
A limited FOS audit was finally done 
after MP’s requested it, post the Channel 
4 Dispatches programme, which was 
consumer focused on the poor processes 
and protocol of FOS. Richard Lloyd, 
former executive director of consumer 
which was appointed to conduct the 
review, which was limited and skewed 

towards the consumer. Before the review 
we made written representations to 
Nicky Morgan MP, chairperson, Treasury 
Select Committee (TSC), plus other TSC 
members. The televised TSC hearing 
was tame, coming a few days prior to 
Parliament rising for the summer recess. 

CCTA collaborated with the Times on 
the FOS storyline, and have a line in 
to re-engage when we have further 
evidence on CMCs vexatious claim 
activities, that we are working with 
members on at the moment.

You will see that we have been, and 
continue to, engage with the quality 
press to ensure that our story is told and 
understood. Our recent ‘on the record’ 
press briefing to all areas of the press is 
the shape of things to come. The previous 
token involvement with the press by 
the industry over the last few years has 
effectively been detrimental. The large 
trade associations and the banks have 
been mute on nearly all issues, which 
leaves a vacuum that consumer activists 
and politicians have been pleased to fill. 

We have prepared a hard hitting 
conference, covering the issues of the 
moment and we have speakers and panel 
discussion members handpicked to be 
both relevant and vocal on problems and 
solutions that are currently impacting, or 
likely to be impacting in the near future. 

LEADERSHIP IN A DISRUPTIVE WORLD
To assist us in ensuring we embrace  
all member questions, including those 
who can’t attend conference, can you 
please forward a short email to:  
greg.stevens@ccta.co.uk

We stated at the ‘The Voice’ conference 
last year that we were going to increase 
our public affairs and public policy 
initiatives to spread your concerns to all 
corners of the consumer credit world, 
and to protect the industry from further 
excesses and potential losses. We have 
more than fulfilled that pledge, and raised 
the profile of your trade association. 
We recognise raising the profile creates 
more work and cost. However, the old 
saying rings true, ‘you can’t make an 
omelette without breaking eggs’, and we 
have some big omelettes to make. Our 
‘Leadership in a Disruptive World’ event 
is a reiteration of that message. The 
CCTA will be at the vanguard of 
leading the fight for the industry.

I look forward to seeing you 
at the conference.
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Greg Stevens 
in conclusion:

We need firms to provide 
further evidence of problems being 

experienced by over-regulation, FOS, 
CMCs or any other issues. We will seek 
to slay the dragons but need additional 

input and resources.

2018 and 2019 have to be the years where the 
industry standard is firmly planted in the 

ground to ensure that natural justice 
and fair play are evident across the 

industry and that the current 
skewing of regulation and 

arbitration is balanced. 

13 SEPTEMBER 2018 

ON RECORD BRIEFING ON 
THE ALTERNATIVE/HIGH COST 
CREDIT SECTOR IN LIGHT OF 
RECENT HIGH PROFILE NEWS 
STORIES, NOTABLY WONGA 
AND THE CMC SAGA 

ATTENDEES:
Caitlin Morrison, The Independent

Sam Meadows, The Telegraph (personal finance desk)

Ben Leo, The Sun

Lucy Barton, The Telegraph (business desk)

Amelia Murray, Daily Mail (personal finance desk)

Geoff Ho, Sunday Express

Helen Cahill, Daily Mail (business desk)

Kevin Peachey, BBC

Nicholas Megaw, The FT

Following the briefing the BBC and the Independent 
ran articles, which are highlighted below. 

CONSUMERS STRUGGLING TO 
ACCESS CREDIT DUE TO PRESSURE 
FROM CLAIMS MANAGEMENT 
COMPANIES, WARNS TRADE GROUP
DATE: 14 SEPTEMBER 2018

Source: The Independent

Consumers are increasingly turning to family and friends for 
loans as a ramping up of compensation claims has slashed 
the number of credit companies available, according to the 
Consumer Credit Trade Association (CCTA). 

The CCTA said Claims Management Companies (CMCs) 
were to blame for the increased number of claims, and 
warned consumers are finding it more difficult to access 
credit from reputable sources.

Greg Stevens, chief executive of the CCTA, said many 
CMCs were making ‘vexatious and fraudulent’ claims. 
According to the Financial Ombudsman Service’s (FOS) 
rules, compensation can only be claimed six years from the 
event the consumer is complaining about, or three years 
from when the consumer knew, or could reasonably have 
known, they had cause to complain. However, Mr Stevens 
said lenders are being ‘carpet-bombed by CMCs’, many of 
which fall outside the six year limit.

In addition, lenders must pay £550 for every complaint 
taken on by the FOS, regardless of whether the claim is 
legitimate or not. “It’s not a fair playing field,” he said. One  
of the main knock-on effects of a more restricted market 
has been more people turning to family and friends to 
borrow money. This could become hugely problematic,  
Mr Stevens warned, with interest rates on the rise and prices 
set to increase: “Friends and family are taking the burden  
but you don’t know how long they will be able to do so.”

Simon Evans, chief executive of the Alliance of Claims 
Companies, rejected the allegation that CMCs encourage 
unfounded claims. “Let me be clear, for CMCs operating 
with best practice, and all of our members abide by our 
guiding principles to do so, it makes no economic sense 
to present spurious or speculative claims for consumers 
so, clearly, the rise in these claims from consumers via 
third parties such as our members is being driven by 
the increased knowledge of the poor and borderline 
fraudulent lending practices of payday lenders,” he said.  
“It is quite disingenuous of payday lenders to point the 
finger of blame at CMCs as the fallout from the Wonga 
collapse continues.”

THE BANK OF MUM AND DAD WILL 
RUN DRY
DATE: 14 SEPTEMBER 2018

Source: BBC 

Families will be unable to provide the extra financial 
support needed by their loved ones if lending from credit 
firms is choked off, a trade body has warned.

The Consumer Credit Trade Association said its members 
were under pressure having been ‘carpet bombed’ with 
compensation demands from claims firms. Less lending 
would mean people turned instead to family for loans,  
it said.

But claims companies say that lenders would not be in 
trouble if they had treated customers fairly in the past. 
When payday lender Wonga collapsed into administration 
at the end of August, it blamed the surge in compensation 
claims over legacy loans for its demise. The industry  
said at the time that CMCs had ‘weaponised volume’  
by dropping hundreds of demands for compensation at 
the door. These claims suggested that lenders had never 
properly checked their customers could afford to pay  
the loans back.

Now Greg Stevens, chief executive of the Consumer 
Credit Trade Association, which represents 250 lenders, 
has claimed that other firms are being unfairly targeted 
by CMCs. The result, he argued, would be increased 
costs for lenders, fewer loans available to consumers, 
and higher charges for those loans. He warned that 
lenders could pull out of the market, which is already a 
third of the size it was was in 2013. Instead, people would 
increasingly turn to their family for financial support, he 
said. “We are not looking for sympathy, we are looking for 
fair play,” he said. “Regulation is too pro-consumer. They 
do not see the impact on the industry until it is too late.”

Cases that go to the ombudsman cost lenders £550 
irrespective of the outcome, even though the average 
short-term loan was usually less than that. Banks 
offering overdrafts did not face the same rules 
on affordability that credit companies did with 
loans. The financial ombudsman was allowing 
claims linked to loans that were too far in 
the past, and should have been timed 
out. Claims management companies 
were trying to dodge regulation 
by city watchdog, the Financial 
Conduct Authority (FCA) by 
claiming they were under 
the same jurisdiction as 
solicitors.

The Financial Ombudsman Service said that each case 
was considered on its merits, but there was guidance 
on when a claim would be regarded as too old to be 
considered. In general, a consumer can make a claim 
for compensation up to six years after the loan was sold. 
However, they can also make a claim regarding a more 
historic loan, up to three years after they knew, or could 
reasonably have known, that they had good reason to 
make the complaint. The three year rule is a source of 
debate. Credit firms say the ombudsman is leaning too 
much in favour of claimants in allowing claims, with firms 
no longer having the documentation from such a long 
time ago. Others argue that there is no excuse for failing 
to keep the records for longer.

CCTA MEDIA BRIEFING...

Greg Stevens 
comments:

Despite many meetings and 
attempts to move the agenda forward 

on key industry concerns through selective 
press, politicians, the regulator and the Financial 

Ombudsman Service (FOS), little is moving or shaping 
the debate in the right direction. In order to protect 

the consumer from losing access to responsible credit, 
or companies being treated unfairly, especially by FOS 
on affordability and other claims through the Claims 
Management Companies (CMCs), we are raising the 

game and we will be in the vanguard of industry 
protection. We stated at conference 

last year we would have a potent 
and relevant voice. We have 

delivered on our pledge 
and are now raising it.



8 9

SELECTED 
BLOGS AND 
COMMENTARY 

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

COMMENTARY: CCTA 
COMMENTARY ON 
THE REPORT OF THE 
INDEPENDENT REVIEW  
OF THE FINANCIAL 
OMBUDSMAN SERVICE
PUBLISHED: 12 JULY 2018

The findings of Richard Lloyd’s report 
are helpful as far they go, but a more 
comprehensive review is needed. 
The credit industry will recognise the 
shortcomings his report identifies, 
just as they recognised the criticisms 
revealed in the Dispatches Programme, 
primarily the lack of staff expertise and 
inconsistency in decision making.

Financial Ombudsman Service (FOS) 
is clearly under organisational 
pressure from the volume of PPI 
mis-selling claims it has to handle, 
but that’s of little comfort to credit 
and other financial services businesses 
who suffer as a result.

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

If the current scenario is allowed to 
continue consumers will be forced to 
find different routes to obtain financial 
assistance which may include the usage 
of illegal lenders, with the potential threat 
that comes with it. Politically there is little 
if no capital for politicians to suggest that 
a price for risk model works well for the 
consumer and business.

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

BLOG: CCTA’S THOUGHTS 
ON CURRENT CLAIMS 
MANAGEMENT ACTIVITY  
AND THE IMPACT IT IS  
HAVING ON THE INDUSTRY
PUBLISHED BY CREDIT STRATEGY:  
30 AUGUST 2018

Greg Stevens reflects on current claims 
management activity and the impact 
it is having on the industry, particularly 
following Wonga’s collapse.

The news that payday loan company, 
Wonga, has filed its intention to appoint 
administrators, less than a month after 
it sought £10m bailout is an ominous 
reminder of the challenges currently 
facing the consumer credit industry as 
regulators, consumer groups, and claims 
management companies focus their 
attentions on high cost short term  
credit providers.

The latest document to come 
from the FCA details the regulators’ 
Creditworthiness Policy Statement and 
while it does promisingly recognise 
the need to keep the regulations 
proportionate, the approach may come 
as too little, too late for some lenders.

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

COMMENTARY: LOAN SHARKS 
COULD BITE CONSUMERS 
AFTER WONGA COLLAPSE
PUBLISHED BY SKY NEWS:  
31 AUGUST 2018

A credit trade body says claim 
management firms corralled consumers 
into making ‘vexatious’ compensation 
demands. Consumers could be 
forced to use illegal money 

ARTICLE: THE FOS REVIEW 
WAS ONLY SKIN DEEP. 
IT DOESN’T TACKLE THE 
CONCERNS OF SMES
PUBLISHED: 18 JULY 2018

Richard Lloyd’s review of the FOS does 
not go far enough. There are crucial 
omissions that need to be addressed 
before trust in FOS can be rebuilt, 
argues Greg Stevens.

The scale and gravity of the issues 
identified by Dispatches point to the 
need for a root and branch audit, 
rather than a rushed three month 
mini-review into a sub-set of concerns. 
Without one, unfair claims practices 
will persist and SME lenders will be 
pushed to the wall.

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

COMMENTARY: CCTA 
COMMENTS ON TREASURY 
SELECT COMMITTEE’S 
HOUSEHOLD FINANCES 
REPORT
PUBLISHED: 26 JULY 2018

Greg Stevens, chief executive of 
CCTA, said: “We welcome the 
Treasury Select Committee’s 
recognition that credit plays an 
‘essential’ role in many people’s 
lives, and has been critical in helping 
households weather the financial 
crisis and the aftermath. A cautious 
approach is needed, and while they 
may look great on paper, they are 
counterproductive in practice, and 
will cause more consumer harm.”

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

lenders or risk piling psychological 
pressure on friends and family if more 
finance companies follow Wonga into 
administration. That’s the view of the 
head of the organisation that represents 
Britain’s credit industry, the Consumer 
Credit Trade Association (CCTA).

Greg Stevens told Sky News that a 
combination of consumer pressure  
and political intervention had hobbled  
an industry that served ‘the majority  
of consumers’.

He also claimed there was an unfair 
disparity between the scrutiny of  
short-term loans and the cost of  
bank overdrafts.

For full article and commentary visit: 
news.sky.com

COMMENTARY: WONGA TO 
ENTER ADMINISTRATION, 
INDUSTRY REACTION
PUBLISHED BY CREDIT CONNECT:  
3 SEPTEMBER 2018

Wonga Group and WDFC UK have 
decided to place themselves into 
administration. Insolvency Practitioners 
from Grant Thornton are in the process 
of being appointed as administrators to 
manage the firms’ businesses and affairs.

Responding to the news the CCTA 
said: ”Its view on access to credit and 
the impact of aggressive regulation 
and overzealous and sometimes 
vexatious redress claims made 
by the Claims Management 
Companies. These and other 
factors are the cause of 
the ongoing operating 
problems being 
experienced by 
Wonga. Access 

COMMENTARY: CCTA 
RESPONDS TO FCA 
CREDITWORTHINESS  
POLICY STATEMENT
PUBLISHED: 1 AUGUST 2018

Exchanges between the regulator 
and SME lenders can sound like a 
stuck record at times, with lenders 
complaining the Financial Conduct 
Authority (FCA) is over-regulating 
and forcing them out of business. 
However, this time we’re very happy 
to applaud the FCA for recognising 
the need to keep the regulations 
proportionate.

The level of fact finding and future 
scenario modelling for a personal loan 
of £500 cannot be the same as for a 
loan of £500,000. The costs of the 
fact finding alone would dwarf the size 
of the actual loan. Hence, the FCA 
needs to strike a balance if it wants 
specialist SME lenders to stay in the 
market and non-prime consumers 
to be able to access specialist loans 
designed around their particular needs.

The devil is in the detail, of course, 
and lenders will need to look at the 
technical changes being made to 
the FCA Rulebook. But, on the basis 
of what we’ve read so far, we’re 
encouraged the FCA sees a role for 
our sector in the credit marketplace 
and recognises the need to keep  
the level of regulation at a 
manageable level.

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

COMMENTARY: CCTA 
RESPONDS TO THE 
ANNOUNCEMENT WONGA 
HAS STOPPED TAKING LOAN 
APPLICATIONS
PUBLISHED: 30 AUGUST 2018

The following is the CCTA view on 
access to credit and the impact 
of aggressive regulation, and over 
zealous and sometimes vexatious 
redress claims made by the Claims 
Management Companies. These and 
other factors are the cause of the 
ongoing operating problems being 
experienced by Wonga.

to responsible credit is required by the 
majority of consumers, to address short 
and longer term needs. As is much 
publicised the just about managing 
(JAM’s) consumers exist in most  
socio-economic groups, with many 
families making ends meet until there 
is a crisis that needs a financial fix.”

For full article and commentary visit: 
www.credit-connect.co.uk/consumer-
news

THE FOS REVIEW WAS ONLY SKIN DEEP...  CMCs IMPACT ON THE INDUSTRY... LOAN SHARKS COULD BITE CONSUMERS... INDEPENDENT REVIEW OF THE FINANCIAL OMBUDSMAN SERVICE 

QUARTERLY
CCTA PUBLIC AFFAIRS

PRESSURE AND 
POLITICAL INTERVENTION 

HAS HOBBLED AN 
INDUSTRY THAT SERVED 

THE MAJORITY OF 
CONSUMERS

THE GRAVITY 
OF THE ISSUES 

POINT TO THE NEED 
FOR A ROOT AND 
BRANCH AUDIT

UPDATE 2018
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CONSUMER CREDIT 
CONTINUED 
TO EXPAND

A RISE IN THE 
NUMBER OF PARENTS 

TURNING TO 
MONEYLENDERS

MIDDLE CLASS BORROWING IS INCREASING... DECISION TO DROP THE GOODS MORTGAGES BILL... PAWNBROKING IS NOT A PRIORITY AREA IN TERMS OF POTENTIAL RISK... 

JUNE 2018
 the Financial Conduct Authority (FCA) set out its 

plans for the regulation of claims management 
companies

 Research from Shawbrook Bank found UK 
consumers were paying more than they expect 
for personal loans as the gap between advertised 
and actual interest rates on such borrowing 
grows

 a report from Freedom Finance says middle 
class borrowing is increasing with over 50% of 
new loans being taken out by customers with an 
‘excellent’ credit rating 

 the Treasury Select Committee held a session 
with Andrew Bailey as part of their ongoing 
scrutiny of the work of the FCA

 there was a Westminster Hall debate on logbook 
loans where Yvonne Fovargue MP asked the 
Government about their decision to drop the 
Goods Mortgages Bill

 the FCA published more data from its 2017 
Financial Lives Survey which attracted widespread 
media coverage

 the Government published its response to the call 
for evidence on proposals for formal breathing 
space for people in financial difficulty.

 the FCA published their Retail Banking Review 
update which reports up to half of the profits 
made by big banks from current accounts come 
from just one in ten customers

 the Bank of England Financial Stability report for 
June 2018 stated consumer credit continued to 
expand, while UK Finance also reported a growth 
in credit card debt.

JULY 2018
 the FCA has published a consultation paper 

providing new guidance about the handling of 
certain regular PPI complaints

 the European Commission published an 
evaluation roadmap of the Consumer Credit 
Directive 

 Which? revealed how cash machines around the 
UK are closing at a rate of 300 every month, with 
rural communities the worst hit

 the House of Lords held a brief debate on 
Financial Exclusion, which was opened by 
Baroness Tyler of Enfield asking about the effect 
of bank branch closures and moves to restrict the 
use of cash as a form of payment

 Richard Lloyd’s review of the Financial 
Ombudsman Service (FOS) was published and 
was followed by his appearance before the 
Treasury Select Committee to reporting on his 
findings, along with FOS Chief Executive, Caroline 
Wayman and Chair, Sir Nicholas Montagu 

 the Financial Conduct Authority published the 
outcome of their pawnbroking review which 
confirmed pawnbroking is not a priority area in 
terms of potential risk or harm to consumers

 the ICO fined a South Wales firm £60,000 for 
nuisance pay day loan texts

 a press release from the Co-op stated UK workers 
could save £250 million a year if payroll loans 
replaced high-cost credit 

 analysis from Citizens Advice reported on how a 
100% total cost cap on the rent-to-own sector 
could save customers hundreds of pounds

 the FOS published their Annual Report

 the Financial Conduct Authority also published 
its Annual Review as well as a consultation paper 
on Approach to Consumers which includes a 
discussion on Duty of Care 

 the Treasury Select Committee (TSC) published 
their report on household finances. The report 
stated the FCA’s cap on payday lenders has 
proven to be beneficial for consumers and 
recommended that the FCA should move 
urgently more forward with its proposals 
regarding other high cost credit sectors

 following the review of FOS and Richard Lloyd’s 
findings, TSC Chair, Nicky Morgan MP wrote 
Andrew Bailey and Caroline Wayman to express 
concerns about the extension of FOS’ remit to 
include responsibility for SME’s. 

AUGUST 2018
 the ONS published early indicator estimates from 

the latest Wealth and Assets Survey which found 
12% of respondents reported that they always 
or most of the time ran out of money at the end 
of the week or month, or needed to use a credit 
card or overdraft to get by in the past year

 the FCA published their creditworthiness in 
consumer credit statement with the document 
detailing the rules and guidance which come into 
effect on 1 November 2018

 the Advertising Standards Authority published 
details on an upheld ruling against a Sunny Loans 
TV advert

 Provident Financial reported a fall in pre-tax 
profits in its interim results but said good 
progress had been made on its 2018 goals 

 Non Standard Finance Plc also published their 
half year results which include a year-on-year 
loan book growth of 37%

 the Irish League of Credit Unions reported 
a rise in the number of parents turning to 
moneylenders to pay for school expenditure

 FairQuid, a new online lending platform 
announced growth plans by partnering with 
some of the UK’s credit unions

 Polish Credit Union UK went into administration

 Which? found many renters are having to use 
credit to pay their deposit

 Think tank, Demos released a paper on financial 
exclusion and fintech 

 the Claims Management Regulator has published 
its latest enforcement data

 claims management company, Payday Refunds 
are considering court action against Curo, 
QuickQuid and Lending Stream if they fail to 
disclose customer information 

 the Money Shop stopped offering short term 
loans in their stores

 H&T Group Plc reported steady pawnbroking 
growth and a successful broadening of their 
loan product into lower APR categories

 Gain Credit, finalist for the Credit and 
Collections Technology Awards 

 Populus looked at Wonga’s 
reputation and stated the 
company were not changing 
public perception quickly 
enough

 Citizens Advice stated it has seen a significant 
increase in the proportion of debt issues it helps 
people with that are related to household bill 
debts since 2011 

 FOS published their latest complaint figures 
which showed payday loans were the second 
most complained about product this quarter, 
with 10,979 new complaints, a significant 
increase on last year’s 3,126 cases

 Monzo and Welendus both launched a new 
crowdfunding round

 there was extensive media coverage of Wonga 
being placed into administration, while the FCA 
and FOS both put out an information notice for 
Wonga customers

 the Bank of England published their latest Money 
and Credit Report

 Morses Club released a trading update and 
Brighthouse also published their quarterly report. 
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These successes are due in no small 
part to the efforts of CCTA, which has 
doggedly fought the sector’s corner 
throughout these consultations, and done 
so in the face of some hostile opposition 
from the debt campaigners. It would have 
been very easy to bow to the inevitable 
and let SME credit businesses disappear 
under the weight of regulation. CCTA has 
resolutely refused to let that happen. It 
has held the regulator’s feet to the fire in 
Parliament and the media, and enjoyed 
significant successes in doing so.

TODAY’S MAIN CHALLENGE – CLAIMS 
MANAGEMENT COMPANIES (CMCs)

If a year ago I had asked CCTA members 
to name the biggest threats to the credit 
industry, my guess is most would have 
said the high cost credit and affordability 
reviews, and very few would have said 
claims management companies. But it is 
the activities of aggressive, legally-dubious 
claims companies that have emerged as 
a major threat to the ongoing viability of 
many large lenders.

The playbook is well-known to CCTA 
members. The claims companies are 
carpet-bombing large numbers of credit 
businesses with vexatious, often illegal 
affordability claims. If businesses refuse 
to settle, the claims are sent en masse 
to Financial Ombudsman Service (FOS) 
triggering £550 case fees for each 
individual claim. This is tantamount to 
blackmail. The tactics sent Wonga to the 
wall and the CMCs are cranking up the 
pressure on other high-cost short-term 
credit lenders too.

Again, CCTA has been effective at raising 
the alarm and flagging the need for the 
FCA to tackle these practices as a priority. 
The CMCs are abusing the Ombudsman 
service and breaking data and consents 
laws by forging Letters of Authority for 
Subject Access Requests. Worse, in its 
seeming indifference to what’s happening, 
FOS is virtually complicit in  
an attempt to put regulated firms out  
of business. Worryingly, the not-for-profit 
sector is getting in on the act too. The 
Financial Times (FT) has carried reports 
about Final Notice and its Debt Hacker 
app, a tool to help consumers submit 
indiscriminate complaints to lenders and 
onto FOS. The founder spelled out his 
tactics to the FT: “If just 100,000 people 
complain to the FOS about how they 
were treated, it would cost the payday 
lenders £55m alone, win or lose”. Note 
‘win or lose’. It is using the same tactics 
as the commercial claims farmers. FOS 
case fees are being weaponised to extort 
money from lenders. 

Regulatory responsibility for claims 
companies is moving from the Ministry of 
Justice ‘Claims Management Regulator’ 
to the FCA. The new regime will become 
effective from 1 April 2019. High-cost 
credit businesses elicit little public 
sympathy but the FCA and HM Treasury 
need to act fast if they want to stop the 
responsible providers being driven to 
the wall. 

MACRO TRENDS ON CREDIT AND DEBT

The backcloth to the political debate 
is always the national statistics on 
personal borrowing. The debt charities 
and campaigners want to point towards 
rising debt levels and incidences of 
default; industry sources will drive out less 
alarming interpretations. There is always 
sufficient leeway in the stats to allow both 
interpretations to exist in parallel. 

Bank of England data is the go-to 
authority on these questions, but a useful 
crib sheet was produced by the Chief UK 
Economist at accountancy firm Deloitte’s 
in September. In the wake of the Wonga 
coverage, he asked how worried we 
should be about levels of household 
debt? He concluded that the picture  
is less alarming than some of the 
headlines suggest.

The bulk of household debt is not in the 
form of credit cards, overdrafts or pay 
day loans (which account for only 20% of 
the stock of debt) but mortgages (which 
account for 80%). At 6.7% a year, growth 
in the unsecured sector is only half of 
the rate seen in the decade before the 
financial crisis. 

Nor did he think UK household debt 
levels looked extreme by international 
or by historical standards. The ratio of 
debt-to-income stands at 133% in the UK, 
down from 148% in 2007. Household 
debt levels in Denmark, the Netherlands, 
Australia and Sweden are far higher than 
in the UK. These statistics should bring a 
bit of helpful perspective to often heated 
regulatory and political debates. 

LOOKING AHEAD

Finally, what do the next 12 months hold 
for the sector? A key theme of this year’s 
conference is leadership. An issue the 
FCA will be addressing in the next major 
course of regulatory medicine it intends 
to administer to the sector in the form 
of the Senior Managers and Certification 
Regime. This work will get underway 
some time in 2019.

There might also be changes inside the 
regulator. Current chief Andrew Bailey is 
tipped to leave the FCA for the Bank of 
England when Mark Carney departs. This 

was expected to happen after Brexit in 
June 2019, but the date has been pushed 
back. If and when Bailey does depart, 
choppier waters are certain to lie ahead 
for the credit industry. His influence has 
been a key factor in preventing the FCA 
from taking a more consumerist line on 
credit regulation.

Parliament is less predictable. The 
Treasury Committee has just concluded 
its household finances inquiry and so is 
unlikely to return to credit and debt in 
any detail in the next 12 months. More 
relevant and pressing is the prospect of 
a general election and, quite possibly, a 
Labour Government. The implications of 
this would be severe.

Shadow Chancellor John McDonnell 
has already made credit and debt a 
key political weapon against the Tories 
with announcements of rate caps on 
overdrafts and credit cards. With a post 
Brexit election a distinct possibility, he 
will double-down on calls for curbs and 
bans. He will be fully supported in this 
by a new agglomeration of think tanks 
and campaign groups sympathetic to the 
Corbyn cause.

Last but by no means least, the current 
Government. Very few would expect an 
explosion of new policy initiatives from 
the Government in the coming months: 
its priority is survival. But there are one 
or two dossiers already in train that will 
affect the credit industry in significant 
ways, most notably the new ‘breathing 
space’ regime.

Breathing space will give debtors a 
statutory six week period of respite 
from charges and enforcement. HM 
Treasury is expected publish a policy 
design for consultation this summer, 
ahead of a launch in 2019. The main 
debt charities are unanimous in calling 
for the six week period to be extended. 
Ministers have resisted so far, but once 
the regime is in place calls for an 
extension will intensify. In time, 
an elongated, liberally enforced 
breathing space regime could 
have more of an impact 
on lenders’ ‘affordability’ 
judgements than the new 
creditworthiness rules.

Here’s to the next 
12 months!

A HELICOPTER VIEW OF WHERE WE ARE 

The CCTA annual conference is always a 
good juncture to step back and consider 
where the credit industry has reached 
in its long and arduous (some would 
say never ending) journey through the 
political and regulatory jungle.

To take the long view, a sensible starting 
point would be the dawn of Financial 
Conduct Authority (FCA) regulation back 
in 2014. Pressure on the industry had 
been building long before then, of course, 
with campaigning for tighter controls from 
high-profile figures like Archbishop Welby 
and Stella Creasy (both still prominent 
today). But it was really the transition from 
Office of Fair Trading to FCA that signalled 
a step change in the way businesses were 
regulated on a day-to-day basis.

The first hurdle for businesses to cross, 
of course, was authorisation. Happily, 
most are safely through the gateway but 
there are notable exceptions. The likes of 
Provident Financial remain in regulatory 
limbo land, waiting for the white smoke 
to appear above FCA Towers. Others got 
seriously snagged on the way through, 
had to endure lengthy and expensive s.166 
procedures and make substantial changes 
to their business models in the process.

Once through authorisation, the 
assumption was life would be quieter 
and easier. It hasn’t quite turned out 
that way. What the previous FCA chief 

Tracey McDermott described as ‘steady 
state supervision’ has proved to be 

quite turbulent with a succession 
of thematic reviews and large 

consultation exercises raising 
the prospect of significant 

further restrictions, caps 
and prohibitions on 

business operations 
and charging 

structures.

HIGH COST CREDIT AND 
AFFORDABILITY REVIEWS

The biggest review affecting CCTA 
members has, of course, been the High 
Cost Credit (HCC) Review. This has been 
running since 2016 and it’s not over yet, 
the FCA has still to publish its proposed 
rent-to-own cap and has more work to 
do on overdrafts. This will stretch into 
2019. But on the whole, the FCA’s HCC 
proposals set out in its 31 May findings 
report were very much at the lighter  
end of expectations.

It didn’t always look like being this way.  
In the run up to the review, all the 
evidence pointed towards some very 
tough medicine, including a vociferous 
lobbying campaign from actor-turned-
activist Michael Sheen and the FCA’s own 
rhetoric in a series of speeches by Andrew 
Bailey and colleagues. In the event, the 
talk was tougher than the substance. 
There was no blanket rate capping and 
less intervention than expected in sectors 
like home credit. An indication of a 
good outcome for the industry was the 
disappointed responses from the likes of 
Stella Creasy and Citizen’s Advice in the 
aftermath of publication.

The next big one to come along 
was the FCA’s creditworthiness and 
affordability review. Coincidentally, we 
meet at conference on the day the new 
affordability rules come into force. The 
regulator published its final rules at the 
start of the summer, exactly a year after 
it had launched the consultation on the 
subject. As with the HCC Review, many 
in the industry had expected a much 
tougher, more prescriptive set of rules, 
with more and deeper checks making it 
harder for companies to lend to riskier 
consumers. In the event, the FCA stuck 
resolutely to a ‘principles’ approach, rather 
than rule setting.

The consensus was the FCA had resisted 
the prevailing anti-credit exaltations of 
the debt campaigners (just as it had done 
with the HCC Review) and looked for a 
balance between adequate consumer 
protection and the maintenance of a fluid 
and accessible market. In other words, 
it had listened to the industry. On key 

issues like the importance of allowing 
‘household’ income to be taken into 

account and the disproportionality 
of full income and expenditure 

assessments for smaller 
consumer loans, it had 

taken representations 
on board and made 

changes to its 
original proposals.

CHOPPIER WATERS?
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…AND EXPENDITURE

Income and expenditure are inextricably 
linked, and so if a firm is required to 
assess income, it must do the same 
for non-discretionary expenditure 
unless, again, it is obvious that it is 
unlikely to have a material impact on 
affordability risk.

Non-discretionary expenditure includes 
payments needed to meet priority debts 
and other essential living expenses and 
other expenditure which it is hard to 
reduce to give a basic quality of life, and 
payments the customer has a contractual 
or statutory obligation to make. 

The FCA recognises that some obligations 
may be shared with another person, or 
arrangements may have been made for 
their payment, and permits these to be 
taken into account as appropriate.

An estimate of the non-discretionary 
expenditure may include a maximum 
amount/range, provided any assumptions 
on which the estimate is based are 
reasonable in the circumstances. 

A firm may take into account statistical 
data (for example ONS data) for these 
purposes, unless it knows/has reasonable 
cause to suspect that the expenditure is 
significantly higher, or the data is unlikely 
to be reasonably representative of the 
customer’s situation.

Where it is reasonably foreseeable 
that there is likely to be an increase in 
non-discretionary expenditure during  
the agreement term (or likely duration 
of open-ended credit), which could have 
a material impact on affordability risk, 
firms must take this into account.

PROPORTIONALITY AND AN 
OUTCOMES-BASED APPROACH

The extent of the assessment a firm must 
undertake is driven by the nature of their 
products and customers and the costs and 
risks involved. These factors include: 

• the type of credit

• amount of credit or credit limit

• duration of loan and amount/frequency 
of instalments

• total charge for credit

• interest rate and APR

• charges and default 

• the proposed use of the credit

• customer history

• vulnerability

• financial circumstances.

The results of a 2017 large scale survey 
by the Financial Conduct Authority (FCA) 
indicated that:

• 75% of UK adults had one or more 
consumer credit product or loan in the 
previous 12 months

• 4.1 million people were in difficulty 
because they had already failed to 
pay domestic bills or meet credit 
commitments in three or more of the 
previous six months

• 50% of UK consumers demonstrated 
one or more characteristics of potential 
vulnerability.

Against that backdrop, the FCA consulted 
on proposed changes to its rules and 
guidance on assessing creditworthiness 
in consumer credit, with a clear focus on 
affordability. Final versions were published 
on 30 July 2018. 

Following concerns over proposed 
transitional arrangements, the FCA decided 
instead to simply delay implementation 
until 1 November 2018.

The new rules and guidance are to be 
broadly welcome. The FCA has listened to 
industry concerns, in particular regarding 
implementation, proportionality, and the 
ability to take household income into 

account. It has also provided some 
illustrative examples of what good and 

bad look like. The result provides 
lenders with a framework and 

greater clarity around what 
is expected of them, 

but stop short of the 
prescriptive approach 

some consumer 
organisations had 

called for.

The FCA acknowledges that the above 
factors may pull in different directions 
and ultimately it is for each lender to 
assess how they apply in the case of each 
individual customer.

Firms should have regard to information 
which may indicate that a customer is 
in, has recently experienced, or is likely 
to experience, financial difficulties, or is 
particularly vulnerable. 

The volume/content of information that 
must be taken into account, and the steps 
that must be taken (if any) to evaluate and 
confirm its validity, will depend on the 
level of affordability risk.

The FCA has clarified that factors 
affecting the level of risk include the 
actual or potential cost of the credit 
and the total amount payable, not just 
in absolute terms but also relative to 
the customer’s financial circumstances, 
where known. In reality, this means that 
sub-prime lenders are likely to be  
required to go much further than prime 
lenders, even for smaller sum loans,  
to assess affordability. In some cases 
lenders may find it becomes uneconomic 
to provide certain type of loan to  
sub-prime customers.

COMMON MISCONCEPTIONS 

The FCA has de-bunked some common 
misconceptions when assessing 
affordability to make clear to the industry 
that:

• affordability and credit risk must be 
assessed, but they don’t need two 
separate tests

• assessment of income isn’t always 
required

• confirmation of earnings isn’t always 
required

• household income can be taken into 
account in certain circumstances

• ‘Prime’ does not always equate to a 
light-touch assessment

• sub-prime does not always necessitate 
full income/expenditure analysis

• proportionality is not judged solely on 
the basis of the product, customer 
characteristics count too

• automated systems are permissible.

All of the above are helpful, but highly 
generalised. Ultimately, each lender will 
have to make a judgment on how far they 
need to go in any case. The FCA’s last tip, 
that it is better if in doubt to over comply, 
rather than under comply, is unlikely to 
deliver much comfort to those who are 
still uncertain how far to go. 

SPECIFIC RULES FOR CERTAIN TYPES OF 
LENDING

Specific rules and guidance apply in 
relation to certain types of lending, 
including open-end and running-account 
credit, guarantor loans and peer-to-peer 
lending.

In relation to running-account credit, the 
lender must assume that the customer 
draws down the entire credit limit at the 
earliest opportunity and repays by equal 
instalments within a reasonable period. 
The final guidance clarifies that while firms 
should, in considering what a reasonable 
period is, have regard to the typical period 
of repayment of a fixed sum loan for an 
equivalent credit amount, the FCA is not 
mandating this as the basis used. 

Guarantor lenders do not have to 
undertake an identical affordability 
assessment for the guarantor as for 
the borrower, but must undertake a 
reasonable assessment of the potential 
for the guarantor’s commitments to have 
a significant adverse impact on their 
financial situation, based on information 
obtained from the borrower, the 
guarantor and ‘where necessary’ from a 
credit reference agency. 

AND LAST BUT NOT LEAST – EVIDENCE 
YOUR APPROACH!

All firms must have written policies 
and procedures for creditworthiness 
assessments approved by the governing 
body or senior personnel, and must 
maintain a record of each transaction 
to demonstrate compliance. Records 
of declines are not a requirement, but 
firms may wish to keep these to evaluate 
the effectiveness of their policies and 
procedures. 

Firms using automated processes are 
expected to have appropriate policies and 
procedures in place to ensure they can 
adequately manage any associated risks. 
The same applies if the firm relies to a 
significant extent on data or information 
from CRAs or third parties.

It is essential that lenders consider and 
adhere to the prescribed requirements. 
Start now by reviewing the new rules 
and revising your policies and 
procedures as necessary. In light 
of the FCA’s outcomes-based 
approach, and the rise in the 
number of affordability 
claims the ability to 
provide a robust audit 
trail is key.

SO WHAT DOES THIS MEAN FOR 
LENDERS IN PRACTICE?

THE BASIC REQUIREMENT (CONC 5.2A)

Firms must make a reasonable assessment 
of creditworthiness before entering into a 
regulated credit agreement or ‘significantly 
increasing’ the amount of credit or the 
credit limit. The rules clarify that separate 
increases, which may be insignificant 
individually, could amount to a significant 
increase, triggering a further assessment. 
Assessments must be based on sufficient 
information which the firm is aware of at 
the time, and which has been obtained, 
where appropriate, from the customer, 
and where necessary from a credit 
reference agency (CRA). 

The new rules explicitly state that firms 
must not proceed unless they have carried 
out a creditworthiness assessment in 
accordance with the rules and had proper 
regard to it in respect of affordability.

Creditworthiness is defined to include 
both credit risk (the lender’s risk of not 
getting repaid) and affordability risk (the 
borrower’s risk of defaulting). A loan 
might be profitable for the lender, but is it 
affordable for the borrower? 

CREDIT RISK

The draft rules referred to the lender’s 
requirement to assess the risk that the 
customer would not make’ one or more 
repayments’ under the agreement by the 
due date. Concern was expressed at the 
implication that a single missed payment 
would negate creditworthiness. The FCA 
clarified that the wording was actually 
to cover the situation where credit was 
due to be repaid by a single payment (for 
example under a payday loan). In the final 
rules, therefore, the FCA has removed ‘one 
or more’, and made it clear that the lender 
must undertake a reasonable assessment 
of the customer’s ability to ‘make 
repayments as they fall due’, whilst adding 
guidance clarifying that there may be 
circumstances in which the risk that one 

repayment will be missed or will be late 
is relevant. The FCA has also clarified 

that repayments do not include an 
option-to-purchase fee under a 

hire-purchase agreement. 

AFFORDABILITY RISK

Assessment of affordability risk requires 
consideration of whether the customer 
can afford to make repayments out of 
their income (or joint income), savings or 
assets, without them having to borrow, 
miss other financial commitments or 
experiencing a significant adverse impact.

The FCA rowed back from its original 
proposal that repayments should be out 
of the customer’s own income, following 
industry concerns that this would 
financially exclude stay-at-home parents 
and carers. 

However, firms will only be able to take 
account of other household income 
where they reasonably expect this to be 
available for repayment. Where another 
person’s income is taken into account, 
the lender also needs to consider that 
person’s non-discretionary expenditure.

When considering affordability, firms 
must not take into account any form 
of security, such as a guarantee under 
a guarantor loan. If a customer intends 
to repay wholly or partly from savings/
assets, the firm must take into account 
the purpose the customer holds them for, 
if they will be available to pay the debt 
and what impact this will have.

THE ROLE OF INCOME…

The new rules and guidance shed some 
light on an issue which has traditionally 
caused lenders a few headaches, namely 
how far they are expected to go in 
identifying and verifying income and 
expenditure.

Firms are required to take reasonable 
steps to determine or make a reasonable 
estimate of the customer’s income  
unless the firm can demonstrate that  
the loan is ‘obviously affordable’, or  
where the customer has indicated  
clearly an intention to repay wholly  
using savings/other assets. 

However, it is not generally sufficient 
to rely solely on a statement of current 
income from the customer without 
independent evidence.

Where it is reasonably foreseeable 
that there is likely to be a change in 
income during the agreement term (or 
likely duration of open-ended credit), 
which could have a material impact on 
affordability risk (for example if you are 
lending to someone who is due to retire 
during the loan period), this must also be 
factored in. 

SHEDDING LIGHT
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concern relates to irresponsible and 
unsuitable levels of lending. This is 
particularly true when it comes to  
high-cost credit products, currently in use 
by three million individuals across the UK. 
The concern has been evidenced in part 
by the growing number of complaints 
escalated to the Financial Ombudsman 
Service (FOS). According to the 2017/18 
FOS annual report, the number of 
complaints reported to the body relating 
to high-cost financial products increased 
by 40% year-on-year to more than 36,000.

With FOS having to deal with so many 
high-cost credit related complaints, it’s 
hardly surprising that there’s been an 
added emphasis on this product from 
regulatory bodies. It’s also clear that the 
Financial Conduct Authority (FCA) is 
determined to ensure that consumers, 
particularly those who are vulnerable, 
are sufficiently well protected and aware 
of the risks of taking on additional debt 
across the credit spectrum.

THE HIGH-COST CREDIT BOOM

So, what’s causing the surge in high-cost 
credit complaints? 

Taking a closer look at the FOS report, 
it’s clear that consumers have become 
increasingly concerned about the effects 
of high-cost products such as rent-to-own, 
bank overdrafts, catalogue credit and other 
forms of lending, and feel that they may 
have sufficient grounds for complaint.

Nevertheless, despite more and more 
consumers accessing high-cost credit, 
the rise in consumer complaints 
(whether independent or through claim 
management companies) leaves the 
FCA with little choice but to examine the 
existing regulatory framework to ensure 
consumers are fairly protected. 

The growth in complaints relating to  
high-cost credit has led the FCA to 

explore further regulation and 
intervention with the ultimate aim of 

protecting consumers, while also 
making them aware of the risks 

of taking on more debt.

Indeed, the FCA has made 
significant strides in the 

payday loan industry, 
having introduced 

new measures 
which include 

a daily price 

cap of 0.8% per day, limiting what lenders 
could charge and adding a maximum one 
off default fee of £15.

Other notable cases where the current 
regulatory framework is being reconsidered 
include a price cap on rent to own 
products. The regulator has committed to 
a detailed assessment of the impact that 
a cap could have on the sector and how 
the cap could be structured, with an aim 
to introduce any agreed changes by April 
2019. The regulators previous work on 
creditworthiness and affordability has also 
supported in firms understanding of the 
regulators expectations, although the rules 
in place are still open to interpretation.

Finally, catalogue credit firms will be 
required to do more to help customers 
in their ongoing debt struggles, with the 
FCA consulting on rules to give customers 
more choice about whether their credit 
limits are increased, ensuring that firms 
do not raise limits or interest rates for 
customers in difficulty.

WHAT’S NEXT ON THE HORIZON?

The conclusion of the FCA’s investigation 
into high-cost credit is expected to be 
published in Spring 2019. As part of this, 
the regulator is currently consulting on 
proposals with a particular focus on 
protecting those who are most vulnerable 
in society. Additionally, it’s expected that 
overdrafts will be addressed as part of the 
FCA’s ‘Strategic Review of Retail Banking 
Business Models’, which will be finalised 
later this year.

Over the next few months, the FCA is 
also likely to take a closer look at some of 
the alternative lending streams, especially 
following the clampdown on payday 
loans. Pressure for the authority to do this 
is coming in great waves from the media, 
as well as Westminster.

Most notably from prominent Labour 
backbencher MP Stella Creasy, whose 
campaign against payday lenders 
was a crucial factor behind the FCA’s 
intervention. Recently, Ms Creasy’s focus 
has turned specifically towards lenders 
using guarantors to underwrite loans.

HOW SHOULD CREDIT FIRMS PREPARE? 

Firms should actively consider what 
needs to be done to successfully adapt 
to the proposed changes from the 
FCA. Having a thorough evaluation of 
early arrears, collections and recoveries 
procedures in light of the concerns raised 
by the regulator will become essential, 
as well as ensuring upfront operating 
models adequately reflect the changing 
expectations.

From a customer communications 
standpoint, it is vital that firms review 
whether product literature can be easily 
understood by consumers, while also 
training staff to ensure the potential new 
regulatory requirements are embodied 
into the culture of the business.

Lenders should explore ways to ensure 
their technological capabilities are 
sufficient to support changing consumer 
expectations. For instance, firms should 
now be in a position to offer mobile 
alerts and reminders when outstanding 
payments are due, as soon as a finance 
product is purchased. 

HAVING THE CAPACITY TO DELIVER

Amid the ongoing regulatory changes, 
credit firms needs to examine whether 
they have the operational capacity 
to improve customer outcomes and 
maintain compliance. An example of this 
will be firms needing to quickly determine 
whether they are in a position to intervene 
early in cases where it’s unlikely borrowers 
will be able to pay back the debt within 
the agreed terms.

Additionally, with a growing impetus 
expected to be placed upon firms to 
improve the way they handle complaints 
relating to high-cost credit, reversing the 
growing number of cases escalated to 
FOS, reassessing operational capacity and 
quality is an important step. Having access 
to a pool of high quality trained staff to 
handle complaints must become a priority 
for firms working across the high-cost 
credit sector. 

Going forward, firms offering high-cost 
credit will need to have a comprehensive 
understanding of their operational 
capacity to successfully adapt to the ever 
changing regulatory climate. By having 
this understanding, firms will be able to 
identify the gaps which need to be filled 
to help improve consumer outcomes. 

Ultimately, gaining assurance should be 
seen as more than just a regulatory 
obligation for lenders. It should be 
seen as a business imperative 
and be framed by the recent 
financial difficulties for 
one particular payday 
lender, whose legacy 
risk crystallised in a 
fashion previously 
unseen within 
the market.

It’s no secret that the UK economy is 
finely balanced, and its future direction 
is difficult to predict, especially when the 
uncertain outcome of Brexit is factored 
into the mix. 

However you look at it there are plenty 
of reasons to exercise caution, as interest 
rates begin to creep up again and with 
consumer debt firmly on the rise. Indeed, 
recently released figures on consumer 
debt from the Office for National Statistics 
(ONS) are a good starting point to explore 
further and the ONS data paints a fairly 
bleak picture of household finances. UK 
households were noted to have seen 
outgoings surpass income in 2017 for 
the first time in nearly 30 years, with an 
average shortfall of £900 per household. 
This equates to a national consumer 

debt of nearly £25bn. Households have 
become net borrowers again for the 

first time since 1988 and took out 
nearly £80bn in loans last year, 

while depositing only £37bn 
with UK banks.

Although the continuing 
rise in consumer 

debt has been an 
ongoing worry 

for regulators, 
the primary 
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SEAMLESS JOURNEY

Every lender wants to provide a 
seamless customer journey to maximise 
conversions, and historically this has 
meant integrating with your gateway via 
an API. This means the merchant must 
be PCI SAQ-D compliant as it will be 
accepting customer card details within 
its own environment.

Becoming Payment Card Industry (PCI) 
compliant can be a very laborious 
process, requiring the completion of a 
lengthy questionnaire, but it is necessary 
in order to avoid significant fines and 
ensure customer card details are secure.

An alternative to the time consuming 
process of becoming fully PCI compliant 
is to use a PSP’s hosted payment page 
solution. This will lower the merchant’s 
PCI compliance requirements, saving 
both time and money, and allow them 
to process e-commerce payments faster 
with less hassle. 

However, a hosted payment page 
requires the customer to hit a clumsy, 
full page redirect as they are passed 
from the merchant’s website to their PSP 
hosted payment gateway to complete the 
payment process. 

A flexible gateway, on the other hand, 
provides merchants with a user friendly, 
fully customisable hosted payment page, 
able to capture customer details securely 
while offering them a seamless customer 
journey, resulting in higher conversion 
and greater brand confidence.

Modern gateways need to offer 
tokenisation of payment details so you 
can switch traffic instantly in the event 
an acquirer ceases to service the sector. 
Furthermore, using multiple acquirers 
means the gateway can load balance, 
routing traffic to a specific acquirer that 
will increase the likelihood of a successful 
authorisation.

DISPUTE MANAGEMENT

The first step is to confirm that your 
gateway provider has an automated 
process for newly raised disputes, 
previously known as chargebacks, and 
fraud alerts. An effective gateway will 
even reconcile the chargebacks with  
the original transaction and allow you 
to raise an automated dispute defence 
within the portal.

Many lenders and collection businesses 
don’t fight disputes because they believe 
it is a cost of doing business or that the 
process is extremely time consuming. 
Some acquiring banks continue to send 
letters or just an email, without the 
acquirer reference number (the unique 
reference number used to identify a 

transaction within the banking cycle), 
which can make it difficult to match the 
dispute to the customer transaction it has 
been raised against.

With the right process and advice, you 
should be able to deal with disputes in 
seconds and significantly improve your 
chances of recovering your disputes.

You should also check that your gateway 
provider will offer you alerts when you 
receive a fraud alert (fraud alerts can 
often lead to disputes), allowing you to 
contact your customer to establish any 
potential issues. 

INTELLIGENT GATEWAYS

A number of legacy gateways are merely 
commodity style processors who pitch 
their prices low to win business and make 
minimal investment in their systems.

Modern payment gateways feature 
intelligent messaging and can load 
balance between acquirers to deliver 
the best authorisation rate based on 
the acquiring banks, and their product 
will help improve conversion rates 
significantly.

Merchants often feel that their acquirer 
statements are complex and make it 
almost impossible to reconcile their 
transactional processing with what 
actually lands in their bank account. 

With this in mind, make sure your 
gateway provider is able to reconcile in a 
live environment, you will be able to see 
what you have taken and what you will be 
left with in one easy-to-read dashboard 
or report.

These observations underline the fact that 
by implementing the correct processes 
and working with the right gateway 
providers, companies can minimise 
unnecessary processing and generate 
more business. This was certainly the case 
for Western Circle (www.cashfloat.co.uk).

Western Circle is a technology and data 
orientated lending company, which 
develops and integrates technologies to 
enable affordable loans online under FCA 
regulations, including underwriting expert 
systems, online loan intelligence analytics 
and proactive compliance management 
systems.

The company had identified an issue 
where new customers were failing to 
convert during the sign-up process. 

It decided to analyse the data to see how 
its conversion rate could be improved, 
but quickly became frustrated at the lack 
of transaction decline data and support 
available through its incumbent payment 
gateway partner.

MANUAL PROCESSES

In addition to authorisation challenges, 
Western Circle’s finance and operation 
departments were exposed to some 
manual, time consuming back office 
processes, particularly with respect to 
reconciling the values authorised via the 
payment gateway with the values credited 
to its bank account.

We worked with Western Circle to 
improve a number of different aspects 
of its collections strategy and automated 
its back-office operations. The changes 
implemented have resulted in significant 
uplift in conversion rates on both new 
customer sign-ups and CPA collections.

This has been achieved through utilising 
full issuer response codes and detailed 
messaging where, before, only generic 
decline responses were returned. Detailed 
analysis and recommendations have 
allowed Western Circle to streamline 
its payments logic and remove the 
unnecessary re-processing of transactions 
which will never be successfully 
authorised.

Settlement and reconciliation reports 
allow the company to reconcile, to the 
penny, the money that gets credited to 
its bank account versus daily authorised 
transactions. 

The company has seen a 9% increase 
in approval rates on new customer 
registrations, while higher CPA collection 
rates have produced a 13% increase in 
revenue and profit margin.

CONCLUSION

Working with a gateway provider that 
is constantly upgrading its systems and 
investing in new payment technology can 
deliver real business benefits.

With the right payment gateway provider, 
businesses can optimise their customer 
journey while improving collections, 
increasing conversions, ensuring 
regulatory compliance and ultimately 
maximising revenues.

Businesses need to look at the overall 
return on investment of using a modern, 
automated and data efficient gateway, 
increased efficiency in areas such as 
conversion, collection and automation 
can have a significant impact on the 
bottom line.

There is no silver bullet to outstanding 
collections performance but, by 
working with a processing partner 
that understands your sector, 
you can implement small 
changes that together 
add up to substantially 
improved performance.

From maximising customer conversion, 
to mitigating potential risk by using 
multiple acquiring banks, streamlining 
the payment authentication process, 
implementing procedures to minimise 
fraud and access to perfect reconciliation. 
These topics are all critical to merchants 
in the lending and collections sector. 

This article outlines the implications of 
each of these issues and how they can 
be addressed, starting with processes for 
improving customer conversion.

CUSTOMER CONVERSION

Despite it being a requirement under 
both VISA and MasterCard scheme rules 
since April 2015, many Payment System 
Providers (PSPs) and acquirers still do  
not support zero-value authorisations.  
They continue to authenticate payment 
details by submitting either a one pound 
or one penny authorisation attempt, these  
types of authorisation requests are  
often viewed by issuing banks as ‘card 
testing/fraudulent’.

Support for zero value authorisations is 
vital when dealing with customers who 
may be overdrawn because if an attempt 
was made to authorise even £1 from their 
account, the customer is more than likely 
to be declined. The lender then has to 
make the decision to either contact the 
customer for alternative payment details 
or to reject the application, impacting  
on conversion rates. 

Offering zero value authorisations, 
therefore, can lead to an immediate uplift 

in the number of customers being 
converted, with a significant positive 

effect on a lender’s business. 

A SMOOTH RIDE
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spread it 
around?
REGULATOR ENCOURAGES 
PENSION SCHEMES TO 
CONSIDER TRANSFER  
VALUE CUTS

The Pensions Regulator (TPR)
has sent a letter to large 
defined benefit pension 
schemes encouraging trustees 
to consider cutting the transfer 
values on offer when workers 
transfer out of the pension 
scheme.

Royal London says the letter, 
which it obtained under a 
Freedom of Information 
request, has been sent to 
schemes who have been 
experiencing a large volume 
of transfers, as part of a drive 
to protect members from 
unsuitable transfers and from 
pension scams.

However the letter also 
highlights that if trustees offer 
‘overly generous’ transfer values 
to those leaving the scheme, 
this could be to the detriment 
of those left behind.

A particular concern appears to 
be the situation where workers 
transferring out are offered a 
cash lump sum on relatively 
generous terms at a time when 
the pension scheme itself is 
in deficit. If large numbers 
of members transfer out on 
generous terms there would be 
a risk that the funding position 
of the scheme could worsen 
and the risk of remaining 
members not getting their 
full pensions could increase.

in tandem?
FCA CONSULTS ON 
ROLE AND WORKING OF 
A GLOBAL FINANCIAL 
INNOVATION NETWORK

The Financial Conduct Authority 
(FCA) has, in collaboration 
with 11 financial regulators 
and related organisations 
announced the creation of the 
Global Financial Innovation 
Network (GFIN), building on the 
FCA’s proposal earlier this year 
to create a ‘global sandbox’.

The network will seek to 
provide a more efficient way 
for innovative firms to interact 
with regulators, helping them 
navigate between countries 
as they look to scale new 
ideas. It will also create a new 
framework for co-operation 
between financial services 
regulators on innovation 
related topics, sharing different 
experiences and approaches.

The collaborative effort, 
involving regulators from 
around the world, is also 
launching a consultation on 
the role the GFIN should play 
in delivering its objectives, 
including the tools it will use.

The consultation sets out the 
three main functions of the 
GFIN:

• act as a network of 
regulators to collaborate 
and share experience of 
innovation in respective 
markets, including emerging 
technologies and business 
models

• provide a forum for joint 
policy work and discussions

• provide firms with an 
environment in which to trial 
cross-border solutions. 

As part of the consultation, the 
group is seeking views on the 
mission statement for the GFIN, 
its proposed functions, and 
where it should prioritise activity.

The UK’s financial watchdog is 
opening more cases than ever 
before, with a particular focus 
on financial crime.

According to the Financial 
Conduct Authority’s own 
statistics, it has a record 504 
investigations open as of  
1 April, compared with 410 a 
year previously. Just two years 
ago, the number hovered at 
around 100 cases.

The bumper caseload includes 
86 looking into suspected 
financial crime. There are 
another 75 on insider dealing, 
which the FCA has the power 
to criminally prosecute.

Notably it is also investigating 
far more cases with a 
governance or culture problem 
than it has in the past, with  
61 live cases now, compared 
with just 15 in April 2017.

The high number of cases has 
not translated to rising fines. 
Penalty levels are at seven 
year lows, leading to questions 
over the FCA’s efficacy as a 
watchdog.

through 
the gate
FCA CONSULTS ON FEES 
FOR REGULATION OF 
CLAIMS MANAGEMENT 
COMPANIES

The Financial Conduct 
Authority (FCA) has published 
consultation paper (CP) 
18/23: Claims management 
companies: recovering the 
costs of FCA regulation and 
the Financial Ombudsman 
Service.

With responsibility for claims 
management regulation 
passing to the FCA on 1 April 
2019, the FCA has developed 
a temporary permissions (TP) 
regime, an authorisations 
gateway and a new 
supervisory structure for claims 
management companies 
(CMCs). The CP sets out 
proposals for recovering the 
costs of setting up these 
facilities, as well as supervising 
CMCs going forward. 
Feedback is sought  
by 22 October 2018.

CREDITWORTHINESS AND 
AFFORDABILITY SUMMARY 
OF FCA PS18/19

The Financial Conduct 
Authority (FCA) published on 
31 July 2018 its final rules and 
guidance on creditworthiness 
and affordability in PS18/19. 
These rules are now final and 
firms should now begin to 
review their creditworthiness 
and affordability policies to 
ensure continued compliance. 
The rules come into effect on  
1 November 2018.

The changes brought about 
in the Policy Statement are 
not simply a formalisation of 
guidance into rules. Many of 
the changes expand a firm’s 
requirements considerably from 
the previous rules and guidance 
contained in CONC 5.

• that the FCA has re-iterated 
that creditworthiness and 
affordability are two distinct 
tests that both have to 
be applied in the lending 
decision

• what data is collected from 
customers at point of sale 
and whether this is sufficient 
information to undertake an 
affordability assessment 

• when a firm may want to 
verify information that the 
customer has provided 
and how reliable those 
verification points are 

• where statistical population 
data is used, what the 
process should be to identify 
and adjust for any customers 
who are outliers to this data 

• the governance around the 
underwriting process, how 
affordability methodology 
is deployed (e.g. via a point 
of sale system or manual 
underwriting) and testing 
mechanisms such as periodic 
reviews and quantitative 
analysis sampling 

• the need to demonstrate 
robust governance 
surrounding the sign 
off of creditworthiness 
and affordability policies, 
periodic assessment of 
their effectiveness and 
sufficient record keeping to 
be able to demonstrate that 
these requirements have 
been carried out and are 
reasonable.

PPI AND OTHER FINANCIAL 
CLAIMS

Mis-sold Payment Protection 
Insurance (PPI) continues to 
be the most active claims area 
in the financial claims sector 
with around £400m paid out 
each month in redress. In 
addition, Claims Management 
Companies (CMCs) in this 
market are also representing 
clients to bring complaints 
about packaged bank accounts, 
short term loans, payday  
loans, investments, pensions 
and mortgages.

On 1 April 2018, new rules 
were introduced which prohibit 
CMCs charging a fee prior to 
the successful conclusion of 
a PPI complaint. Additionally, 
where a complaint has been 
made where the client did not 
have PPI or wasn’t a customer 
of the lender, then they cannot 
charge a fee. A rule was also 
introduced requiring CMCs 
that charge cancellation fees to 
itemise the invoice detailing the 
work it has undertaken prior to 
the client paying any fees.

The CMR continues to prioritise 
and tackle malpractice in 
the financial claims sector 
on a risk assessed basis. This 
primarily continues to be led 
by conducting compliance 
audits of CMCs and carrying 
out investigations where serious 
breaches are identified. 

The CMR is actively monitoring 
fees charged by PPI CMCs 
following the introduction 
of the interim fee cap in the 
Financial Guidance and Claims 
Act 2018 limiting the fees CMCs 
can charge consumers for PPI 
complaints to 20% plus VAT 
from 10 July 2018. 

get wise?
REGULATORS WARN  
PUBLIC OF PENSION 
SCAMMER TACTICS 

The Financial Conduct 
Authority (FCA) and The 
Pensions Regulator (TPR) 
have joined forces to urge the 
public to be on their guard 
when receiving unexpected 
offers about their pension and 
to check who they are dealing 
with. The two regulators have 
launched a new ScamSmart 
advertising campaign targeting 
pension holders aged 45 to 
65, the group most at risk of 
pension scams.

The latest figures reveal that 
victims of pension scammers 
lost an average of £91,000 
each in 2017. This comes as 
a new poll commissioned by 
the regulators reveals that 
almost a third (32%) of pension 
holders aged 45 to 65 would 
not know how to check 
whether they are speaking with 
a legitimate pensions adviser 
or provider. One of the most 
common tactics is to offer a 
‘free pension review’. Research 
reveals that one in eight 45 to 
65-year-olds surveyed (12%) 
said they would trust an offer 
of a ‘free pension review’ from 
someone claiming to be a 
pension advisor.

Cold calling is currently by far 
the most common method 
used to initiate pension fraud. It 
is believed that only a minority 
of pension scams are ever 
reported. The FCA and TPR are 
urging anyone who believes 
they may have been targeted 
to come forward.

FCA workload 
focuses on 
financial crime, 
governance and 
culture problems

Doubtful that 
Ombudsman is 
ready to handle 
SME cases

The Financial Conduct Authority 
(FCA) is currently consulting 
on proposed new rules to 
allow more small and medium 
sized enterprises (SMEs) to 
refer disputes to the Financial 
Ombudsman Service (FOS).

Following the Treasury Select 
Committee’s evidence session 
with the FOS on the findings 
of its Independent Review 
earlier this month, Rt Hon. 
Nicky Morgan MP, Chair of 
the Treasury Committee, has 
written to the FCA to express 
the Committee’s doubt as to 
whether the FOS is ready for 
an increase to its remit.

Mrs Morgan has also written 
to Caroline Wayman, 
chief ombudsman and 
chief executive of the 
FOS. Richard Lloyd, the 
Independent Reviewer of FOS, 
recommended that the FOS 
conduct a review of its case 
work from the period at the 
beginning of its reorganisation 
in 2016.

In her evidence to the 
Committee, Ms Wayman stated 
that one of the FOS’ “most 
experienced ombudsmen”  
will conduct such a review.  
Mrs Morgan has asked Ms 
Wayman to re-consider 
this and appoint someone 
sufficiently independent to 
conduct the review.

Following a request in 
the evidence session, Ms 
Wayman has also provided the 
Committee with details of the 
work carried out for the FOS 
by PwC, the cost of which 
totalled £9.5 million between 
2014/15 and 2017/18.

the enforcer

rules of 
engagement
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it’s getting 
better
OPEN BANKING 
INNOVATION TO SOLVE 
CUSTOMER NEEDS AS 
BANKS WAKE FROM 
SLUMBER

Two years on from the 
Competition and Markets 
Authority market review which 
initiated Open Banking, Jake 
Ranson, banking and financial 
institution expert and CMO 
at Equifax Ltd, anticipates 
profound long term impact: 

“Open Banking was established 
to encourage competition. 
It’s well known that current 
account switching remains 
low, but this doesn’t reflect 
the full story. The initiative 
has been a wake-up call for 
traditional banks to improve 
their understanding of their 
customers and tailor services to 
their needs. Consumers won’t 
necessarily have to switch to 
experience improvements in 
their banking services. 

“Since inception two years ago, 
Open Banking has prompted 
exciting and much needed 
product developments to 
facilitate faster and more 
effective banking services for 
consumers. Many providers 
have applied for Open Banking 
regulatory permissions, showing 
the huge appetite to offer new 
and improved services.

“The services that will really 
take off are the ones that 
give consumers transparency, 
control and save them valuable 
time. Consumers need a 
compelling reason to share 
their data, whether it’s faster 
lending decisions or the ability 
to access financial products 
better suited to their needs,  
and providers must articulate 
the value clearly in order  
to succeed.”

out in 
the open 
MAKING IT EASIER TO USE 
AND COMPARE CURRENT 
ACCOUNTS

From 15 August, following 
action by the Financial 
Conduct Authority and the 
Competition and Markets 
Authority, consumers and small 
businesses will have better 
information about the services 
offered by current account 
providers. This should help 
them to find the right service 
for them, to get the most out 
of it, and to get help if things 
go wrong. 

The information will also help 
others such as comparison 
services and the media to 
compare current accounts.

Under new rules customers 
will be able to easily find 
standard information on 
providers’ websites about:

• how and when services 
and helplines are available

• contact details for help, 
including for 24 hour 
helplines

• how often the firm has had 
to report major operational 
and security incidents

• the published level of 
complaints made against 
the firm.

Providers must publish the 
information on their websites 
in a consistent format and the 
large banks must also make 
this information available 
electronically via online 
Application Programming 
Interfaces (APIs). As facilitated 
by the ‘Open Banking’ initiative, 
APIs are an important route 
through which third parties can 
access current account service 
information.

Larger banks must publish 
information on how 
likely people would be to 
recommend their bank, as well 
its online and mobile banking, 
branch and overdraft services, 
to friends, relatives or other 
businesses

RBS COMES BOTTOM OF 
BANK LEAGUE TABLES 

Fewer than half of Royal Bank 
of Scotland’s customers would 
recommend its customer 
service to friends and family, 
according to rankings published 
for the first time

The Competition and Markets 
Authority has published the 
figures in a bid to increase 
competition in the sector.

RBS is joint bottom of the 
personal banking league table, 
along with Clydesdale. It is 
also at the bottom for business 
banking. A review of retail 
banking in August 2016 by the 
competition watchdog ordered 
lenders to publish customer 
ratings figures twice a year. 
There are 16 banks in the 
rankings for personal accounts 
and 14 for business banking.

Adam Land, senior director at 
the Competition and Markets 
Authority, said: “For the first 
time, people will now be 
able to compare banks on 
the the quality of the service 
they provide, and so judge 
if they’re getting the most 
for their money or could do 
better elsewhere.” For business 
customers, just 47% of those 
with RBS would recommend 
the bank in terms of overall 
service quality.

Christopher Woolard of the 
Financial Conduct Authority 
said: “Getting a good deal 
isn’t just about pricing. It’s also 
important for customers - 
including individuals and small 
businesses - to be able to judge 
the quality of service around 
their current account and to 
see whether other providers 
could offer something that suits 
them better.”

UNFAIR FOR BANKS TO 
ASSUME SCAM VICTIMS  
ARE AT FAULT

Banks should not automatically 
assume customers are at 
fault when they have fallen 
victim to a scam, the financial 
ombudsman has said.

Caroline Wayman, who is 
chief executive of the Financial 
Ombudsman Service (FOS), 
said if people are targeted by 
sophisticated scammers it is: 
“not fair to automatically call 
a customer grossly negligent 
simply because they’ve fallen 
for a scam”.

The FOS said banks often pin 
the blame on customers, and 
are therefore not liable for the 
money their customer has lost.

But the service, which resolves 
customer disputes, said there 
is a very high bar for being 
grossly negligent, and this is 
more than just being careless.

“We often remind banks that 
they need to support what 
they’re saying with facts. If they 
can’t do that, it’s likely we’ll  
tell them to cover the money 
their customer has lost,” said 
Ms Wayman.

“The evolution of criminals’ 
methods, in particular, 
their sophisticated use of 
technology and manipulative 
‘social engineering’, means it’s 
an increasingly difficult case  
to make.

The FOS deals with more 
than 8,000 cases each year 
involving fraud and scams, 
including identity theft, fake 
banking websites and disputed 
cash withdrawals from ATMs.

GOVERNMENT 
OUTSOURCING BOUNCES 
BACK DESPITE OVERALL UK 
MARKET SOFTENING 

Public sector outsourcing 
spend increased sharply in 
the first six months of 2018 
despite a backdrop of Brexit 
uncertainty, according to the 
Arvato UK Outsourcing Index.

Overall, £2.61 billion of 
outsourcing deals were signed 
between January and June, 
of which £998 million were 
government contracts. The 
total value of public sector 
spending was up 39% year on 
year, as central departments 
and councils focused on 
procuring agreements for IT 
and technology services.

The findings show that 
despite the rise in government 
spending, the total value of UK 
contracts signed in H1 2018 
(£2.61 billion) fell by a half on 
the same period last year. The 
market softening was triggered 
by a slowdown in the private 
sector, which saw deals worth 
£1.61 billion agreed between 
January and June, down from 
£4.53 billion in the first half  
of 2017.

 

FCA OPENS A DISCUSSION 
ON INTRODUCING A BASIC 
SAVINGS RATE IN THE CASH 
SAVINGS MARKET

The Financial Conduct 
Authority (FCA) has published 
a Discussion Paper on price 
discrimination in the cash 
savings market.

The FCA has set out a range of 
options to address issues faced 
by longstanding customers 
including introducing a basic 
savings rate (BSR).

The FCA is concerned that the 
interest rates that longstanding 
customers receive on easy 
access cash savings products 
are generally lower than those 
received by customers who 
shop around.

The Discussion Paper seeks 
input on how to address the 
harm caused by this price 
discrimination. The BSR option 
would apply to all easy access 
cash saving accounts and easy 
access cash ISAs after they have 
been open for a set period of 
time, such as a year.

87% of UK adults have cash 
savings. In 2015, the FCA 
completed a competition study 
into the cash savings market. 
This found that competition 
was not working well, 
particularly for customers who 
stay with the same provider for 
a long time.

The FCA is now seeking 
feedback on the options set out 
in this Discussion Paper, which 
closes on the 25 October 2018.

love letters?
APPG ON FAIR BUSINESS 
BANKING SAYS CURRENT 
REGULATORY FRAMEWORK 
IS INADEQUATE AND CALLS 
FOR PUBLIC ENQUIRY

The All Party Parliamentary 
Group (APPG) on Fair Business 
Banking has published a 
letter from its Co-Chair, Kevin 
Hollinrake MP, to Andrew 
Bailey, Chief Executive of the 
Financial Conduct Authority.

The letter sets out a range 
of general concerns about 
what the APPG describes as 
the inadequacy of the current 
regulatory framework for 
financial services. It also calls 
for a public enquiry which 
would aim to produce a full 
set of industry standard for 
treatment of businesses in 
turnaround units in financial 
institutions.

on the up?
NEW DATA PUBLISHED BY 
THE BANK OF ENGLAND 
SHOWS GROWTH IN CREDIT 
UNION MOVEMENT IN 
THE UK

The figures covering the 
financial year for 2017 shows 
that UK’s credit unions now 
serve almost two million 
people and have assets worth 
over £3.1 billion.

The new figures also illustrate 
the rapid of growth of the 
British credit union movement 
in the last decade. Since 2008, 
credit union membership 
has increased from just over 
650,000 members to just 
under two million.

The new data also shows that 
credit unions in England now 
serve over 800,000 members, 
with £730 million in savings and 
over £500 million out on loan.

Figures published by the World 
Council of Credit Unions 
(WOCCU) echo this growth 
on the global stage. In 2006 
it was reported that 46,000 
credit unions served over 
172 million people worldwide 
across 97 countries. However, 
the most recent WOCCU 
statistics containing data from 
2016 showed that 68,000 
credit unions were now serving 
over 235 million people in  
109 countries. 

the right 
switch? the brakes 

are off…the most for 
your money?

loophole 
culture
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pointing the 
right way
LACK OF CONSUMER 
FINANCE OPTIONS COSTING 
UK BUSINESSES £25BN 

UK businesses could be losing 
out on over £25 billion in 
potential sales by not offering 
a range of consumer finance 
options, according to new 
research.

The findings were published in 
a report by specialist lending 
platform, Duologi, which 
looked at the current state of 
the consumer credit market 
and attitudes towards point  
of sale (POS) finance across  
a number of sectors. 

Consumer spending behaviour 
is also likely to favour 
merchants that offer POS 
finance options, helping to 
boost sales and reputation in  
a number of key ways.

• 34% of people said they 
would be more likely to 
spend with a business that 
offers POS finance options 

• 20% of people said that 
if a company didn’t offer 
flexible finance options, they 
would be more likely to go 
elsewhere 

• 28% of people saying they 
would be more likely to 
return to a merchant that 
allowed them to borrow 
funds in this way

• 26% of people would be 
likely to spend more than 
originally planned if they 
found they could access a 
good amount of credit from 
a merchant.

SURPRISE DROP IN 
CONSUMER CCJS

The total number of county 
court judgments (CCJs) 
registered against consumers 
in England and Wales fell year 
on year for the first time in 
five years during the first half 
of 2018, according to figures 
released by Registry Trust.

During Q1 and Q2 2018, 
571,555 judgments were 
registered against consumers 
in England and Wales, falling 
4% compared to the first half 
of 2017. This bucked a five year 
trend where the total number of 
judgments registered during Q1 
and Q2 had risen year-on-year.

The average CCJ dropped 3% 
to £1,460, the lowest average 
since current records began in 
2008. By contrast the average 
judgment registered during the 
first half of 2008 was £3,867, 
over two and a half times 
more.

As a result of these changes, 
the total value of consumer 
CCJs in the half-year fell by 7%.

In the High Court 105 
judgments (HCJs) were 
registered against consumers 
in Q1 and Q2 2018. The total 
value of HCJs soared by 
almost £110m to £132.5m. 
The scale of this increase 
was largely owed to a single 
judgment worth £84.5m. By 
contrast, the median HCJ 
stood at £29,528.

 

stormy 
weather?
PROPORTION OF SMALL 
BUSINESSES FEARING 
COLLAPSE DOUBLES IN 
THREE MONTHS 

The number of small businesses 
predicting growth for the next 
three months has hit its lowest 
level for more than a year, and 
the amount predicting they 
will struggle to survive or close 
has doubled from 5% to 10% in 
just three months, according 
to new research from Hitachi 
Capital Business Finance.

Hitachi Capital’s Business 
Barometer tracks small business 
confidence every quarter. 
Over the last two years, the 
proportion of small business 
owners fearing collapse has 
been consistent at around 4 
to 5% for seven consecutive 
quarters. This quarter, the figure 
has doubled.

The new data reveals 
dramatic rises in the retail and 
hospitality sectors in terms 
of the proportion of small 
businesses that think they will 
struggle to survive in the next 
three months. This follows 
bleak industry predictions last 
weekend that 10,000 retail 
stores will shut this year, of 
which half will be independents.

The Hitachi Capital Business 
Barometer suggests the 
protracted uncertainty and 
political infighting around 
Brexit is creating an economic 
ripple that could cause lasting 
damage to the small business 
sector, the engine room of the 
British economy, ventures that 
need certainty, support and 
access to funding to grow.

a sharp rise
BUSINESS DEBT SOARS

The total value of adverse 
County Court Judgments 
(CCJs) against businesses 
recorded in England and Wales 
rose sharply during the first  
half of the year, according  
to figures released by  
Registry Trust.

In Q1 and Q2 2018, 63,452 
CCJs were registered against 
businesses in England and 
Wales. Rising 19% compared to 
the same period of 2017, this 
was a six year high.

Compared to the same period 
of 2017, the average value of 
an adverse business CCJ rose 
by 38% to £3,953. Combined, 
these changes resulted in a 
64% increase in the total value 
of CCJs.

A single £50 million corporate 
judgment in Q2 2018 distorted 
the scale of this increase; 
but, excluding it, the average 
value of judgments against all 
businesses still rose by 11% the 
total value against all businesses 
rose by 32% and the total value 
of company judgments also 
increased by 3%.

A 30% increase in the value of 
judgments against generally 
smaller, unincorporated 
businesses, bucked the 
downward trend for the first 
half of the year for the first 
time since 2009.

In the High Court 50 
judgments were issued, 26 
more than during the first half 
of the previous year. However, 
the average value plummeted, 
dropping by 85% to £635,945. 
This decline in value was due 
in part to two large value 
judgments totalling £81.4 
million inflating figures in the 
first quarter of 2017. As a result, 
there was a 69% decrease in 
the total value of High Court 
judgments. 

HOLIDAY SICKNESS CLAIMS 

The Solicitors Regulation 
Authority (SRA) have updated 
their warning notice after 
investigating firms involved 
in holiday claims, including 
potentially improper links with 
claims management companies 
and payment for referrals of 
holiday sickness claims. 

They expect that all those 
regulated by them comply with 
the Principles and Outcomes 
of the SRA Handbook 2011. 
They expect that law firms 
and solicitors do not conduct 
fraudulent or questionable 
cases and that all costs charged 
to a client are explained, agreed 
and set at a reasonable rate.

According to the Association 
of British Travel Agents, there 
has been a 500% increase 
in compensation claims for 
holiday sickness since 2013. 
They said: “In matters reported 
to us we have seen some 
behaviours that give us cause 
for concern.

“We are investigating firms 
involved in holiday claims, 
including potentially improper 
links with claims management 
companies and payment for 
referrals of holiday sickness 
claims. We are also seeing firms 
pursuing claims without the 
proper instructions of claimants.

“Holiday claims exemplify 
our concern that some law 
firms fail to engage properly, 
or sometimes at all, with the 
merits of their clients’ cases. 
This is of concern where there 
is evidence to suggest that 
the claim is false or dubious in 
some way. We are clear in our 
view that lawyers should not 
bring cases, or continue with 
them, where there is a serious 
concern about the honesty or 
reliability of the evidence.”

SUMMER LATE PAYMENT 
EPIDEMIC HITS MAJORITY 
OF UK’S SMALL BUSINESSES 

More than three in five small 
businesses (63%) are dealing 
with late payment issues, and 
the smallest businesses are 
those most at risk of dealing 
with non-payments, according 
to new research from Hitachi 
Capital Business Finance.

With reports that 50,000 SMEs a 
year close their doors as a result 
of late payment, and with calls 
for legislation to protect Britain’s 
SME community, the new 
research looked to quantify the 
seriousness of the late payment 
epidemic across UK regions and 
sectors. A representative sample 
of 1,201 business decision 
makers were asked to report 
on the invoices they had sent 
customers and suppliers that 
were due for payment at the 
start of June 2018.

• 30% said all their invoices 
had been paid on time

• 63% were dealing with late 
payment

• 48% of respondents reported 
having invoices paid a week 
late

• 46% had invoices paid a 
month late

• 35% said they were having to 
wait for more than a month 
to have some invoices 
settled in full

• 29% of business leaders 
surveyed were dealing with 
non-payment issues from 
their clients and customers.

The research found that the 
smallest businesses (those with 
an annual turnover or less than 
£1 million) were those most at 
risk of serious non-payment. 
They were most likely to have 
invoices paid more than a 
month late and most likely  
to have bad debt risks from 
non-payment. In total 20% of 
the UK’s smallest businesses 
said they were living with  
non-payment for 20% of  
their invoices.

a lone ranger?
SURGE IN SELF 
EMPLOYMENT IS STOKING 
THE PENSION CRISIS

Self employed workers are 
heading towards a pension 
saving crisis as they cannot 
afford to save for their 
retirement, reveals new 
research from Prudential. 
More than two fifths of those 
working for themselves admit 
they do not have a pension, 
compared to just 4% of those 
in employment, a key reason is 
that 36% of the self employed 
say they cannot afford to save 
for retirement.

Self employed workers now 
make up 15.1% of the UK 
workforce with more than 
4.8 million people working for 
themselves, but this research 
suggests they are heading for 
a less comfortable retirement. 
Around one in three (31%) say 
they will be relying entirely 
on the State Pension worth 
around £8,545 a year to fund 
their retirement, while 28% will 
be reliant on their business to 
provide the income they need. 

Other key findings include:

• 64% of the self-employed 
save to build up a safety 
net in case of emergency, 
compared to 57% of those in 
employment

• 19% of self employed people 
are not confident with 
money and financial matters

• 24% of the self employed 
worry that they do not know 
enough about money

• 20% admit that they do not 
take pension saving seriously 
as they don’t think it applies 
to them.

bucking 
the trend…

breaking 
the chain?
BREXIT CONCERNS LOOM 
LARGE, DESPITE BUSINESSES 
DOING ALL THEY CAN TO 
PREPARE 

Fears over Brexit appear to 
be increasing businesses’ 
perception of the risks in their 
supply chain, despite evidence 
suggesting many have taken 
steps to ready themselves for a 
post-Brexit environment, a new 
report has found.

The Q2 2018 Global Supply 
Chain Risk Report, published 
(20 August) by Cranfield School 
of Management and Dun & 
Bradstreet, investigated the level 
of actual and perceived supply 
chain risk faced by European 
companies with international 
supplier relationships.

It found that businesses in 
several sectors seem to be 
taking measures to reduce 
their supply chain risk but, 
despite this, many feel they 
are still in jeopardy due to 
a heavy reliance on critical 
or key suppliers. Overall, the 
report found supplier criticality 
increased 2% in Q2 2018, 
making a total of a 12% increase 
over the past three quarters.

Dr Heather Skipworth, 
senior lecturer in logistics, 
procurement and supply chain 
management at Cranfield, said: 
“Supplier criticality is the only 
risk metric used in the report 
that relies on perception rather 
than ‘hard’ numbers, and it is 
interesting to see the different 
story it shows. It looks like 
the continuing uncertainty 
surrounding Brexit is feeding 
buying companies’ perceptions 
of an increasing level of 
dependency on their suppliers, 
despite the fact that the other 
metrics suggest several sectors 
are taking significant action to 
reduce their supply chain risk.

“As the March 2019 deadline 
approaches, it appears the 
uncertainty around the tariffs, 
barriers and trade agreements 
that will impact supply chain 
relationships is more and more 
in the forefront of businesses’ 
minds.”

big fish, 
little fish warning 

notice
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a slight dip
3.8 MILLION UK HOUSEHOLDS 
TO DEFAULT ON PERSONAL 
DEBT BY 2022 

The number of households 
in personal debt default is 
set to increase to 3.8 million 
by the end of 2022, up from 
3.3 million at the end of 
2017 according to the latest 
econometric forecast from 
Arrow Global’s ‘Debt Britain 
2018’ research.

The forecast is based upon 
analysis of the Office of 
Budget Responsibility (OBR) 
projections for interest rates, 
unemployment and 
consumer debt.

The 0.5 million increase is 
expected despite a slight dip 
in the total in 2019 and 2020, 
due to the lagged effect of the 
post Brexit referendum bank 
base rate cut and subdued 
unemployment. It will then 
resume an upwards trajectory 
to reach 3.8 million by the end 
of 2022.

From 2020 onwards Arrow 
Global expects mortgage 
possessions to rise more 
sharply as the recent base rate 
increase and future rises push 
up borrowers’ costs.

The forecast also looks at the 
impact on default levels if the 
Bank of England increases the 
bank base rate at a faster rate 
than currently projected. If it 
is 0.5% higher than the OBR 
forecast, an additional 250,000 
households will default by 2021.

Lee Rochford, Group Chief 
Executive Officer of Arrow 
Global comments: “While 
some debt default is to be 
expected due to changes in 
personal circumstances and 
economic factors, it is startling 
that an increase in the bank 
base rate by only 0.5% could 
lead quarter of a million more 
households to default. It is vital 
that people with debt problems 
are provided with support 
and as a responsible credit 
management services provider, 
we focus on helping people 
manage and repay their debt 
in a sustainable way.”

the £ in your 
pocket
MILLENNIALS WANT MORE 
FROM PENSIONS

Millennials may get regularly 
mocked as ‘Generation 
Snowflake’ obsessed with 
spending on luxuries, but 
new research from Prudential 
shows they are focused on 
saving for retirement and want 
more support.

Its study found nearly seven 
out of 10 of under-35s are 
saving into pensions either 
through work or in personal 
schemes but they are 
struggling for help. Over half 
wish their employer would 
explain pensions and benefits 
and nearly a quarter say 
they find pension rules very 
confusing.

Two thirds have signed up 
for workplace schemes 
underlining the success of 
auto-enrolment. However, 
many recognise they are not 
saving enough with 23% saying 
their current workplace or 
personal pension contribution 
is not high enough. 

Just 24% admit to not having 
a pension fund currently and 
27% say pensions either do 
not motivate them or are not 
relevant to their generation. 

It all adds up to a responsible 
attitude to retirement planning 
from millennials, over a quarter 
have found out more about 
their financial options and 
current situation and say they 
see a financial adviser regularly.

ONE PERSON EVERY THREE 
MINUTES WITH BAILIFF 
ISSUES

Citizens Advice is calling 
for better regulation of 
unaccountable bailiff firms as it 
reveals households have fallen 
behind on their essential bills, 
such as council tax and utilities, 
by an estimated £18.9 billion.

Last year, the charity helped 
one person every three minutes 
with bailiff issues. In 2014, 
the Government introduced 
reforms which were meant 
to protect people from unfair 
practices. Yet since then, 
Citizens Advice has seen a 24% 
rise in bailiff problems.

In July, MPs on the Treasury 
Select Committee said 
government and local 
authorities were ‘worst in class’ 
for debt collection, and that 
bailiff use can cause additional 
problems.

Falling behind on household 
bills typically has more severe 
consequences than missing 
consumer credit repayments, 
like overdrafts and personal 
loans. People can face having 
their essential services cut 
off, can be kicked out of their 
home due to rent arrears or 
even face prison if they get 
behind on their council tax. 
Citizens Advice is concerned 
that aggressive tactics are 
also having serious knock-on 
effects, leading to further debt 
and mental health problems.

Figures from the charity show:

• UK households owe £18.9 
billion to essential service 
providers and government in 
arrears 

• household debt has now 
overtaken consumer credit 
as the key money problem 
people bring to Citizens 
Advice.

Citizens Advice is calling for:

• the Government to commit 
to measuring the levels of 
household debt

• the bailiff industry to be 
independently regulated. 

not just for 
Christmas!
INTEREST RATE RISE TO ADD 
NEARLY £400 A YEAR TO 
MORTGAGE BILLS 

Homeowners could see their 
mortgage bills rise by around 
£400 a year following the Bank 
of England’s (BoE) decision 
to raise interest rates, new 
analysis from Experian reveals. 

The BoE’s Monetary 
Committee announced in 
August it was hiking base rate 
to 0.75%, the first rise since last 
November. The 0.25% rise will 
see those on standard variable 
rate and tracker mortgages pay 
around £400 a year extra.

A typical standard variable 
rate deal with a rate of 
3.99%, sees borrowers repay 
£1,513.63 each month, based 
on a 20 year mortgage worth 
£250,000.

But a rate rise of 0.25% to 
4.24% would push those 
payments up to £1,546.64, 
an increase of £33.01 a month 
or £396.12 a year.

A tracker mortgage 2% above 
Base Rate, rising to 2.75%, 
would see monthly payments 
rise from £1,324.76 to 
£1,355.30. That’s a monthly 
rise of £30.54 a month, or 
£366.48 a year.

Analysis of the latest data 
from Experian’s mortgage 
comparison service shows a 
jump in consumers shopping 
for fixed term deals.

A third of searches carried out 
in July were for fixed term 
deals, up from 27% in June 
and 24% in May.

The trend suggests that 
potential homeowners have 
been looking to tie themselves 
in to a fixed deal to protect 
themselves from an increase 
in interest rates and mortgage 
payments.

NEW FIGURES REVEAL 
IDENTITY FRAUD FALLS FOR 
THE FIRST TIME SINCE 2014 

Cifas, the UK’s leading fraud 
prevention service, has released 
new figures showing that 
identity fraud has fallen for 
the first time since 2014. Cifas 
members recorded 84,463 
cases in the first six months of 
the year, a 5% drop compared 
to the same period in 2017 
(89,199). Despite the reduction, 
identity fraud still represents 
over half of all fraud recorded 
by the UK’s not-for-profit fraud 
data sharing organisation, 
with 87% of identity frauds 
perpetrated online.

The latest figures show there 
has been a reduction in the 
volume of bank accounts 
being targeted by identity 
fraudsters, with cases falling by 
12% (2,882 fewer cases), and a 
34% reduction in attempts to 
obtain mobile phone contracts 
(3,096 fewer cases). However 
the figures reveal a sharp rise 
in identity fraudsters applying 
for plastic card accounts, with 
cases increasing by 12% (3,454 
more cases). The figures also 
show identity fraud against 
online retail accounts has risen 
by 24% (1,232 more cases).

Sandra Peaston, director of 
strategy, policy and insight, 
Cifas, said: “Identity fraud cases 
reached record levels in 2017, 
therefore it is positive that we 
have seen an overall reduction 
in the first six months of the 
year. However, these new 
figures demonstrate that 
identity fraudsters adapt quickly 
to try and circumvent security 
measures. The re-targeting  
of plastic cards, following 
a drop in 2017, is a prime 
example of this”.

DEBT CONTINUES TO DROP 
AS INTERESTS RISE 

In August, when the Bank of 
England base rate has rose to 
0.75%, the highest level since 
2009, debt growth has fallen to 
its lowest level in over a year.

According to the August 2018 
Money Statistics, produced 
by The Money Charity, debt 
growth per adult slowed to 
£900.74 in the year to June. 
In the past four months, 
growth has fallen by £269.18, 
23% since April.

Furthermore, property 
repossessions have fallen 
by eight a day over the past 
month. Landlord possessions 
orders have fallen by 13 a day, 
and mortgage possession 
orders by two. Citizens Advice 
also reports debt issues are 
down 2% on the same month 
last year.

These positive signs come as 
interest rates begin to rise. After 
stimulation from the Bank of 
England’s first base rate rise 
since November last year, 
instant access savings accounts 
rates have also risen for the first 
time in almost two years.

However, this is a rise of only 
0.01% to 0.2%. The Bank of 
England base rate on the other 
hand, has risen to 0.75%. In 
terms of average interest rates 
on credit, a loan for £5,000 
has fallen to 7.79%, £10,000 
loans to 3.76% and overdrafts to 
19.68%. Meanwhile, credit card 
rates have rocketed to 18.30%.

Interest rates for savings will 
need to start to match the 
good intentions of the Bank  
of England base rate rises 
for debt growth to continue 
to slow, and savings rates to 
actually grow.

deal or 
no deal?
BREXIT BULLETIN: UK 
GOVERNMENT PUBLISHES 
FIRST TRANCHE OF 
TECHNICAL NOTICES  
ON NO DEAL BREXIT

The Department for Exiting the 
European Union has published 
the first tranche of technical 
notices designed to inform 
individuals, businesses and 
public bodies in the UK of the 
implications of exiting the EU 
in March 2019 without a deal.

The 25 documents cover a 
range of subjects including: 
agriculture, education, EU 
funding, financial services, 
medicines and medical 
devices, nuclear research, 
product labelling and safety, 
State aid, tax, trade and 
workers’ rights.

aggressive 
tatics

freedom
ICO’S ANNUAL REPORT 
REVEALS INCREASED PUBLIC 
AWARENESS OF PRIVACY 
AND INFORMATION RIGHTS 
ISSUES

New laws and high profile 
investigations have helped 
put data protection and 
privacy at the centre of the 
UK public’s consciousness like 
never before, the Information 
Commissioner has said.

As the ICO’s annual report 
for 2017-18 was published, 
Elizabeth Denham said her 
second year in the role had 
been ‘one of increasing activity 
and challenging actions, some 
unexpected, for the office’.

Ms Denham said:

“This is an important time for 
privacy rights, with a new legal 
framework and increased 
public interest.

“Transparency and 
accountability must be 
paramount, otherwise it will be 
impossible to build trust in the 
way that personal information 
is obtained, used and shared 
online.”

As well as extensive work 
helping the public and 
organisations of all sizes 
prepare for the General Data 
Protection Regulation (GDPR), 
and providing expert advice 
to government during the 
passage of the Data Protection 
Act 2018 through Parliament, 
the ICO also experienced 
unprecedented demand for its 
casework on data protection 
and freedom of information.

cautiously 
optimistic a change 

of attack



REDLINE RE-BRANDS AND 
LAUNCHES NEW WEBSITE 

Loan software provider, Redline Applications Services 
has unveiled its new visual identity and launched 
its new website at www.redline.co.uk. Steve Toms, 
managing director said: “Everyone shortens our name 
to just Redline and very few people refer to our lending 
platform by its proper name, Cognition, so we decided to 
strengthen our identity and amplify our voice across the 
consumer credit marketplace.”

As a main sponsor and gala dinner sponsor at this year’s 
CCTA Annual Conference, Redline will be showcasing 
their new look on 1st November at The Belfry in 
Nottingham. In anticipation of the event, Steve Toms 
continued: “It’s an important time for the credit industry 
and for our business, so we thought it necessary to 
support our industry association at this time and take 
the opportunity to engage with members to ensure their 
software and data system 
requirements are  
in good hands.”
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NEW BUSINESS DEVELOPMENT 
DIRECTOR FOR ANCHOR 

Anchor Computer Systems has appointed Darren 
Greenyer as its new Business Development Director.

Darren’s arrival coincides with a period of sustained 
growth for Anchor, which employs 55 people across its 
offices in Birmingham and Bangor.

Prior to joining Anchor, Darren was Head of 
Commercial and Sales Strategy at Raphaels Bank. He 
was also previously Head of Product Innovation and 
Business Development at HPI, the market-leading 
supplier of technology data driven solutions to the 
automotive sector.

Paul O’Sullivan, chief commercial officer at Anchor, said: 
“We are delighted to have recruited Darren to the  
senior team at Anchor. He has a proven pedigree 
of product management and 
strategy as well as first rate 
business development skills.”

CALLCREDIT BECOMES 
TRANSUNION AS BRAND 
INTEGRATION BEGINS 

Callcredit, the UK’s second largest credit referencing 
agency, has announced the change of its brand name 
to TransUnion, after being acquired by the leading 
global risk and information solutions provider in a  
£1 billion deal.

As a phased integration process begins, UK businesses 
and consumers will start to become familiar with 
TransUnion, which already has a presence in over  
30 countries worldwide. The company will be referred 
to as ‘TransUnion, formerly Callcredit’ during the 
initial stage, as reflected in the logo, moving to simply 
TransUnion later this year.

Integrating into one brand is part of the strategy to 
maximise the combined international presence of 
TransUnion and Callcredit, and to drive enhanced value 
to businesses and consumers in the UK. It will also 
make it easier for companies when it comes to doing 
business, both domestically and internationally,  
by providing access to 
greater expertise across 
global markets.

SHOOSMITHS – NEW BELFAST 
PARTNER APPOINTED 

National law firm Shoosmiths has boosted its Northern 
Irish recoveries offering by hiring highly respected 
expert Gillian Crotty as partner. 

Gillian, who was head of litigation at Wilson Nesbitt 
Solicitors, specialises in all aspects of recoveries and will 
work closely with fellow partner Jason Byrne, in Belfast, 
and Shoosmiths’ consumer finance teams across the UK.

The Queen’s Law University graduate is dual qualified, 
having qualified as a solicitor in Northern Ireland in 
2009, and in England and Wales in 2015.

Jim Taylor, who leads Shoosmiths’ national consumer 
finance litigation and recoveries department, said: 
“Gillian’s pedigree in this market and the relationships 
she has with her clients will be a massive boost to our 
offering in Belfast. She will be a great asset and key 
player in our goal of becoming the leading recoveries 
team in the UK.”

CCS APPOINT NEW 
COMPLIANCE MANAGER 

Consumer Credit Solutions has appointed Lewis 
Jenkinson as its new Compliance Manager with 
responsibility for client Financial Conduct Authority (FCA) 
oversight, data protection, audit, and quality assurance. 

Lewis was formerly Compliance Monitoring Manager 
at Chorley Building Society and has extensive 
knowledge across all aspects of regulatory compliance 
with particular experience in the implementation of 
compliance frameworks within consumer finance.

Executive Director Peter Nicholson believes helping CCS 
clients to remain compliant within the FCA framework 
is vital to mutual business success. He said: “We have 
always been committed to providing the best possible 
service to our clients and the appointment of Lewis is 
another step in helping ensure we exceed our partners’ 
expectations. Quite rightly, we now operate in a highly 
regulated world and the 
appointment of Lewis reassures 
both our lenders and our clients 
alike that Treating Customers 
Fairly remains at the forefront 
of our business practice.”

redwall.co.uk
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LEGAL NEWS

The government’s manifesto for the 2017 general election 
committed the government to introduce a breathing space 
scheme to protect those with a serious debt problem from 
further interest, charges and enforcement action for a period of 
up to six weeks. Where appropriate, such debtors would then 
be offered a statutory debt repayment plan (SDRP) to help them 
repay their debts in a realistic timeframe.

Back in October 2017, a call for evidence was issued seeking 
insight on how such a scheme for breathing space and an 
SDRP might work. The Treasury published its response to the 
call for evidence on 19 June 2018 and has indicated that a 
consultation paper is likely to be available later in the summer 
detailing proposals for a scheme covering both breathing space 
and SDRPs. The government has indicated that regulations to 
establish such a scheme will then be expected during 2019.

Clearly problem debt, advice in relation to such debt, and 
solutions to support those in such debt remain a focus for 
government. Importantly, the call for evidence and the response 
do not seek to limit any scheme to consumer credit and, 
therefore, utility debt and, possibly, even public sector debt will 
be covered.

It is fair to say that the respondents to the call for evidence gave 
a broad range of views, although some themes have been drawn 
out in the response. For example, most respondents felt it was 
right that an individual should have to seek debt advice before 
entering a breathing space.

It is clear, however, that a number of fundamental questions 
remain to be resolved in any consultation. For example, some 
respondents were proposing that all an individual’s debts, 
including rent or mortgage arrears should be included in an 
SDRP and it is not clear how any scheme should be administered 
and who could prevent an SDRP from being agreed.

The call for evidence identified that the Debt Arrangement 
Scheme in Scotland already provides an approach which might 
be followed in the rest of the UK to some extent. 

The consultation will need to provide proposed solutions 
to these questions and creditors will need to keep a close 
eye on how the scheme is eventually established to ensure 
that procedures are reviewed in order to comply with the 
requirements of the scheme.

For now creditors are urged to watch out for the consultation 
and to take the time to consider and respond to the proposals 
to ensure that the interests of they and their customers are 
protected as far as possible.

Technology has drastically changed the way we do business 
today. Has the law has caught up with these developments? 
Most businesses are keen to move towards being able to sign 
documents electronically to save time, unnecessary cost and 
improve the customer experience but also want to be sure they 
can rely on these documents if anything does go wrong. 

WHAT IS THE LEGAL POSITION ON E-SIGNING DOCUMENTS? 
Just because a document is signed electronically does not mean 
it is not legally effective. An e-signature cannot be denied legal 
effectiveness because of its electronic nature and e-signatures 
are admissible in evidence in legal proceedings. In the UK it is 
commonly accepted that when a document requires a signature, 
such as a simple contract, an e-signature will be sufficient as 
long as it demonstrates ‘intention to authenticate’ the document. 

However, some documents in the UK are required to be signed 
as a deed. The law is unclear as to whether such documents 
can be executed using e-signatures. Until this position has been 
clarified, it is wise to continue using a ‘wet ink’ signature that is 
attested by a physical witness. 

Some documents common to funding transactions, such as 
guarantees, do not have to be executed as deeds by law. So, 
where a guarantee is drafted as a simple contract it can be 
signed by all parties ‘under hand’ i.e. using a simple signature 
without witnesses to the signature. In this case, an e-signature 
will be sufficient. However, if the guarantee is drafted as a 
deed it will need to be signed and witnessed in ‘wet ink’. Most 
guarantees are drafted as both contracts and deeds.

As things currently stand, the Land Registry does not accept 
electronically signed documents for registration e.g. legal 
charges and deeds of release. For any lending secured on land, 
therefore, the documents to be registered at the Land Registry 
will still require a ‘wet ink’ signature. 

WHAT HAPPENS AFTER BREXIT? 
The current legal position is derived from an EU regulation which 
applies directly in the UK and each member state without the 
need for further domestic legislation. When the UK leaves the EU 
and regardless of what kind of deal is struck, the provisions of 
the regulation will be incorporated into domestic law. 

IN SUMMARY, WHAT CAN/ CAN’T I SIGN ELECTRONICALLY? 
As long as the signature shows an intention to authenticate the 
documents, you can use an e-signature to sign simple contracts 
and guarantees that are not drafted as deeds.You cannot use an 
e-signature to sign deeds, guarantees drafted as deeds, or any 
documents that need to be registered at the Land Registry. 

For some time, the Financial Conduct Authority has been 
interested in incentives and remuneration schemes, and whether 
any such schemes lead to poor customer outcomes. The 
research undertaken raised enough concerns to lead to new 
rules and guidance in the Consumer Credit sourcebook (CONC), 
which come into effect in October of this year and will become 
CONC 2.11. 

New rule CONC 2.11.4 outlines that firms that engage in 
consumer credit activity will need to ensure that they: have 
adequate policies and procedures to detect and manage 
any risks associated with remuneration and performance 
management; take into account the nature, scale and 
complexity of their business when deciding how to comply 
with this requirement.

New guidance in CONC 2.11.5 emphasises that even where 
appropriate financial incentive structures for front-line staff, 
appointed representatives and individual agents are in place, 
performance management practices may still lead to undue 
pressure on staff to sell products – necessitating monitoring, 
follow-up and oversight arrangements.

Although the regulator found some examples of good practice 
within firms, overall, they were dissatisfied and found that too 
many firms had: high risk financial incentives and performance 
management practices, primarily where bonus or commission 
payments were based on volume of sales or collections, or had 
variable rates of commission based on staff targets; inadequate 
or ineffective controls around incentive programmes; lack of 
appreciation of the risks that incentive programmes posed and 
the controls needed to address these risks.

Whilst it is clear that the FCA is not keen on incentive 
arrangements, incentives themselves are not prohibited. There 
will undoubtedly be heightened scrutiny of controls to manage 
any associated harm to the consumer, in coming months.

Inappropriate incentive schemes: disproportionate rewards 
for marginal achievements; stepped payments; inappropriate 
incentives bias between offerings; inappropriate levels of 
incentive sales for additional products/cross selling; inappropriate 
thresholds/cut off dates; incentives linked to the level/types of 
arrangements; length of term; promotion of certain offerings 
over and above others.

Practices that encourage good behaviour: emphasising quality 
to the same levels as volume targets; taking action on poor 
quality with a significant deterrent for serious breaches; strong 
claw-back arrangements; capped/decreasing incentives when 
volumes hit a certain level; reducing the value of incentive 
schemes linked to sales; rolling target thresholds; a balanced 
scorecard approach.

The recent Law Commission Consultation Paper on Electronic 
Execution and the FCA review of the Retained Provisions 
of the Consumer Credit Act were together an opportunity 
for verification and simplification of the rules on electronic 
execution. Previously, the FCA at least had recognised, through 
its Smarter Consumer Communications Project, the challenges 
faced by firms in the digital age.

The writer’s experience is that lenders and suppliers, whilst 
attempting to meet customer needs, often fail to achieve 100% 
compliance with regulatory requirements. Challenges include:

• pre-contract information and durable medium requirements

• the validity, and validation, of electronic signatures 

• delivering copy agreement documents

• distance selling requirements

• the limitations of mobile technology;

The Law Commission Reports, principal benefit is its acceptance 
that electronic execution does generally meet requirements 
for the valid signing of documents including consumer credit 
agreements. However, the Commission does not recommend 
any legislative change to enforce or clarify the conditions upon 
which electronic signatures should be accepted.

The FCA appears to have little appetite for significant change. 
However, it does recognise the challenges of the modern digital 
age and has invited views on signature requirements. Given  
EU legislation, there is currently little scope for changes in  
pre-contract information requirements.

For lenders, probably the two biggest challenges to overcome 
concern (a) the secure delivery of pre-contract information and 
document copies meeting ‘durable medium’ requirements, 
particularly through mobile technology, and (b) signature 
authentication. 

Case law has established that the key requirements are that 
the medium through which the information is delivered should 
enable the storage of information which is personally addressed 
to the customer in a way which is accessible for future 
reference, for an adequate period of time and guarantee the 
unchanged reproduction of that stored information. 

The document once delivered must be capable of being kept 
under the customer’s secure control.There are often technical 
limitations on how these requirements can be met. Signature 
authentication can be achieved through proprietary e-signature 
products, using knowledge based authentication (information 
available digitally through independent sources) in theory 
known only to the customer. However, there must be a clearly 
identifiable process by which the customer applies their signature 
in the relevant location on the agreement.

Jim Taylor
Partner, 
Shoosmiths

James Baird
Partner, 
Gately PLC

Breathing space/statutory debt 
repayment

E-signing your life away… Staff incentives, remuneration and 
performance management

Electronic Execution-Consumer Credit 
for the Digital Age

Sarah Herbert
Compliance Director (Non-lawyer), 
Addleshaw Goddard LLP

David Wood 
Consultant, Asset Finance and Consumer 
Credit Regulation, DWF LLP
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Back in August the FCA published its long-awaited interim 
report and discussion paper on the remaining provisions of 
the Consumer Credit Act 1974 (CCA). The FCA is required by 
legislation to arrange for a review of the CCA and report to HM 
Treasury by 1 April 2019. 

The FCA has approached the review through three key themes: 
rights and protections; information requirements; sanctions 
(including unenforceability). In respect of each of the provisions 
they have looked at:

• which provisions could be repealed without replacement 
with no material impact on consumer protection

• which provisions could be repealed and replaced with FCA 
rules without adversely affecting consumer protections

• which provisions should remain in the CCA or other legislation.

RIGHTS AND PROTECTIONS
This section considers those provisions that either convey a 
right or provide a protection under the CCA. The FCA’s initial 
view in this area is that the provisions remain relevant and 
should remain in some form, either in legislation or FCA rules. 
Whilst appreciating that FCA rules may be a suitable alternative 
for some provisions, such as the right to refund credit 
brokerage fees under s.155 CCA, the FCA’s initial view is that 
the majority of CCA provisions within this area could not be 
repealed without adversely affecting consumer protections.

INFORMATION REQUIREMENTS
This section includes information provision as part of a 
transaction (pre-contract and agreement), during the lifetime of 
an agreement (post contract notices and statements) and those 
that are provided on request. The FCA’s initial view in this area 
is that the relevant provisions could, in principle, be replaced by 
FCA. However, the regulator goes on to express concern that 
by doing so the resulting loss of associated sanctions, most 
notably unenforceability, could affect the appropriate degree of 
consumer protection. The FCA appears particularly keen on this 
point to want to retain the civil consequences for firms of non-
compliance with their information obligations.

SANCTIONS
The review states that it would not be possible to replicate or 
replace the sanctions of unenforceability (without a court order 
or during breach) or disentitlement to interest and default sums 
under the FCA’s general rule-making power. The regulator 
consider the ‘self-policing’ nature of these automatic sanctions 
to contribute significantly to ensuing firms conduct themselves 
appropriately, which in turn protects consumers. Therefore, the 
FCA’s initial view is that such sanctions should be retained 
in legislation.

Tim Anson
Locke Lord LLP

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

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

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

Balancing risk with  
collections
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The elegant tie-up between the 
subscription model and the circular 
economy is that when you supply assets 
back into your own rental based market, 
they neither have to be brand new, nor 
made of 100% brand new components. 

Manufacturers can also express their 
social responsibilities by creating an ethical 
marketplace to supply lower cost second-
build equipment and consumer goods into 
resource constrained communities.

The consumer is presented with many 
benefits of use by subscription schemes 
including improved customer service, one 
stop shopping, trouble free use, flexibility 
of choice, no deposit or balloon payment, 
no residual risk and no disposal pain. 

At the same time, the less publicised 
longer term benefits for manufacturers 
potentially involve one or two radical and 
market disrupting moves:

• moving towards the security of a 
revenue based income model

• potential to retain profit opportunities, 
at a rough guess, motor manufacturers 
can cut out around 75% of third parties 
involved in the typical lifespan of a car 
from new to scrap such as dealers, 
repair shops, parts factors, insurers, 
auction houses, scrapyards, brokers 
and lenders

• reduction in manufacturing costs 
through component and assembly reuse

• improved materials recycling

• elimination of fraud and of counterfeit 
parts in the supply and service chain

The disruption of retail by online sales has 
now reached higher cost assets as motor 
manufacturers progressively turn their 
relationship with dealers upside down to 
set up ‘drive by subscription’ schemes.

Motor manufacturers opening up their 
own schemes within the last year or so 
include Volvo, Ford, Porsche, Mercedes-
Benz, JLR, Hyundai and BMW/Mini, but 
the model is also gaining traction in other 
areas where, for example, Samsung have 
introduced their Upgrade programme for 
QLED televisions.

The twist in this systemic shift is that 
manufacturers retain ownership of the 
product throughout its entire lifespan, 
which has significant economic, 
environmental and social implications.

WHERE THE SUBSCRIPTION MODEL 
MEETS THE CIRCULAR ECONOMY
As long ago as 1949, Renault established 
a parts recycling facility where each 
returned component can be tested 
before being refurbished or broken up, 
showing that savvy manufacturers can 
reuse serviceable components and save 
them from the scrapyard.

A returned vehicle that has been on a 
subscription programme is likely to have 
many perfectly serviceable parts. The 
manufacturer can simply recover and 
recycle raw materials, or it can send 
extended life components where there is 
a known provenance and usage history 
or complete assemblies directly back 
into the production line, and so create a 
circular system. 

• improvements in product quality from 
knowledge gained on disposal

• lowered environmental impact

• initiatives that improve the CSR image 
and can provide a positive step towards 
repairing tarnished reputations

• strengthened control of the second 
hand market.

For most drivers, given the current 
projected life of battery packs, and along 
with many subjective reasons, electric 
vehicles are a less desirable ownership 
proposition than their petrol and even 
diesel counterparts. Right now, an 
acceptably priced subscription contract 
might be more attractive than outright 
purchase in this rapidly growing sector. 
Manufacturers, authorities and third 
party providers including lenders will 
undoubtedly need to adapt if they are 
to stay ahead as the clear commercial, 
environmental and social benefits make the 
subscription model an unstoppable part of 
the of the circular economy proposition.

Oyster Bay is currently working with 
Swansea University and others to develop 
toolkits that will support asset centric 
smart contract systems.

Michael Breach 
Managing Director,  
Oyster Bay Systems

THE ASSET OWNERSHIP 
REVOLUTION



The financial services industry is one of 
the oldest industries, but also one which 
is continually evolving. In recent times, 
that has meant harnessing the latest and 
most advanced technologies. One of the 
biggest growth areas is around lending 
automation.

For those businesses with plans for rapid 
and sustained scale-up, it is absolutely 
central to their commercial strategies.

While having the right people in the right 
roles across a business remains essential, 
automating as many of the processes 
as possible in the lending journey is the 
only way to achieve truly transformational 
accelerated growth.

It is not just about a business putting 
in place the slickest and most efficient 
practices. It is also about ensuring 
customers are able to transact in the way 
they want to. For example, it is well known 
that the majority of so called ‘millennials’ 
would rather not have to talk to people 
if they can avoid it when seeking to 
gain finance. Instead, they favour a fast, 
efficient, self-service solution.

Another key consideration for businesses 
is the ever increasing power of data in 

today’s world. Artificial Intelligence, or 
AI as it is more commonly referred to, is 
now at the top of the agenda for many 
organisations seeking to gain competitive 
advantage.

In the financial services sector, businesses 
are using more data than ever before 
to inform and make decisions regarding 
customer applications.

Automation provides businesses with the 
opportunity to bring about a genuine 
step-change in the way they do things. 

It is not just about processing applications 
more quickly and therefore increasing 
the amount of business that can be 
pushed through. 

Automated lending also removes the 
‘human’ element and makes decision 
making more robust and uniform. In an 
increasingly regulated environment, the 
importance of this cannot be overstated.

Automation is making customer lending 
more and more efficient and secure, both 
at the front and back end of the process.

Among the key benefits delivered by 
lending automation are:

• automation of the entire loan process 
from origination to delivery to servicing

• the ability to achieve exponential growth 
in an organisation’s lending capability

• to achieve this growth without needing 
to continually add to the organisation’s 
headcount

• total compliance in the face of ever 
more complex regulatory requirements

• ensuring today’s customers are able to 
conduct their business the way they 
want to

•  giving businesses the flexibility to divert 
their people on to more business critical 
tasks requiring the human touch.
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HARNESSING 
THE POWER

Paul O’Sullivan 
Chief Commercial Officer, 

Anchor Computer Systems Ltd

AUTOMATED LENDING 
FUELS GROWTH AND MEETS 
CUSTOMER DEMANDS

Today over 200 businesses from across the lending industry
rely upon the Sentinel Loan and Lease Management Platform
to manage their lending business.

Our modular design allows our customers the flexibility to
create the solution that precisely meets their business
requirements.

Customers are able to take their end users from initial
application through auto underwriting and pay-out to
instalment collections, arrears management and settlement
using the system.

CONTACT US:
To find out more about how
Sentinel can transform your
business, contact
01248 672940 or email:
sales@anchor.co.uk

THE COMPLETE LOAN
MANAGEMENT SYSTEM

www.anchor.co.uk
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In recent years the general insurance 
sector has seen substantial growth.  
One of the chief enablers of this rise has 
been the scale and coverage provided 
by the AR (Appointed Representative) 
Network model. There are now hundreds 
of insurers and thousands of authorised 
intermediaries and ARs involved in 
the distribution and sale of insurance 
products. However, this commercial 
success has not been without risk to 
consumers.

Historically the insurance sector has  
not been subject to the same lens  
that has forced change in the banking 
sector. This is now set to change with  
the introduction of new regulatory 
rules that will affect AR Networks in 
general insurance.

SIGNIFICANT SHORTCOMINGS

In 2016 the Financial Conduct Authority 
(FCA) undertook TR16/6: Principals and 
their appointed representatives in the 
general insurance sector. This review 
revealed significant shortcomings. 
Principals showed a lack of understanding 
of their regulatory responsibilities over 
the ARs they supervise, and typically had 
ineffective oversight and control. There 
were also several cases of mis-selling  
and customer detriment.

Alarmingly, from the review sample alone, 
five firms were stopped from taking 
on new ARs, two firms had to limit or 
completely stop their ARs from selling 
and the FCA commissioned two section 
166 reports.

OVERSIGHT, GOVERNANCE AND 
SUPPORT

With the Senior Managers & Certification 
Regime (SMCR) being implemented into 
the insurance sector on 10 December 
2018, principals will no longer be able to 
discharge responsibility for compliance. 
Instead they must have effective oversight 
and governance, and support their ARs 
in being compliant.

A new mindset is needed, one 
that reframes responsibilities 
and challenges assumptions:

1. What is required (and 
reasonable to expect) from  
an AR?

2. Does the AR know (and accept)  
what is required of them?

3. Is the AR (throughout their organisation) 
able to act in a compliant way?

4. How is AR compliance tested (and are 
the means used adequate)?

5. How is the AR supported to act in a 
compliant way?

6. What are the consequences and 
courses of action (for the AR and the 
Principal) in the event of regulatory 
intervention?

On face value this assessment seems 
relatively straight forward. What becomes 
more complex is when this is positioned 
against some of the key specific areas 
of compliance:

• governance - policies, procedures, 
training and escalation of issues

• example areas of compliance: sales 
protocols, treating customers fairly, 
complaint handling, vulnerable 
customer management. customer 
onboarding and ongoing customer 
relationship management, suspicious 
activity reporting, AML/fraud/bribery 
& corruption/PEP/sanctions, data 
protection, whistle blowing

• sales oversight: training, 
advertising & marketing, market 
share and distribution.

RISK AND RESPONSIBILITY

By 10 December 2018, principal 
insurers will need to have identified 
their risks, risk owners and those 
with ultimate responsibility. 
They will also need to have 
plans in place to mitigate 
these risks.

VULNERABILITY AS A FLEETING STATE 

Customer vulnerability that is based on 
a clear disability - such as blindness and 
deafness, is easily identified by most firms. 
However, temporary vulnerability, that 
can encompass a range of personal life 
circumstances including debt problems, 

bereavement, and emotional instability, 
can be less easily defined. Any one of 

us can be vulnerable at any stage  
in our life. If your staff are not 

fully aware of this, your actions 
and lack of responsive 

processes can aggravate 
customers and make 

the situations worse. 

For AR networks to work in a compliant 
way there needs to be a close partnership 
and joint responsibility between ARs and 
principals. Principals need to be proactive 
in supporting their ARs and have a firm 
grip on exactly what’s happening at grass 
roots. ARs equally need to be realistic.  
If they do not cooperate they may 
present too much of a risk, ultimately 
jeopardising the feasibility of the 
network relationship.

ARE YOUR STAFF MISSING THE SIGNS? 

A rising number of arbitration cases with 
the Ombudsman is evidence of the impact 
of vulnerable customers. Training your staff 
in asking sensitive, yet probing questions is 
paramount. Beyond raising the obvious red 
flags, your questions will need to quickly 
highlight short-term vulnerability. One key 
way to drive improvements in handling 
vulnerabilities is through your Quality 
Assurance (QA).

DATA-DRIVEN EFFICIENCY AND 
CONSISTENCY

Many firms still use manual processes to 
select and identify cases for review. These 
reviews are extremely helpful in being 
able to spot vulnerabilities that may not 
have been noticed at the time, and to put 
procedures in place for how to handle 
them correctly in the future. If your quality 
checking process is inefficient, then you’re 
missing out on vital feedback to quickly 
improve your customer service. 

Consider the significant improvements in 
efficiency if you could deliver real-time and 

retrospective checking as core features 
of your complaints management 

solution. Implementing a 5% to 10% 
real-time checking regime with 

a 100% retrospective check is 
a significant and effective 

ratio to achieve and one 
that will enable you to 

scour every complaint 
for those nuanced 

vulnerabilities. 

SKILLS AND COMPETENCY

Real-time quality checking also enables 
you to fix at source, providing a better 
outcome for the customer and giving 
constructive feedback to staff members. 
While a manual quality checking process 
may never give staff members sight of 
comments made by checkers, having 
an integrated, fully transparent process 
will help your customer service staff to 
constantly improve. 

With an advanced skills and competency 
function you could also identify the 
different levels of skills within your 
business, routing complaints to those more 
capable of handling them, for example, 
a staff member who scores highly in 
handling complaints from the elderly will 
be more efficient than someone who is 
better in handling complaints from the 
recently bereaved. 

A PRESSING CASE FOR INVESTMENT?

The dilemma with QA is the amount 
of investment you should make. Your 
decisions will inevitably be based upon 
your company’s strategic focus, budget, 
ambition and priorities, of which vulnerable 
customers should be high on the list. 
Those companies consistently rated the 
best in the world for customer experience 
have an almost fanatical obsession with 
QA. Correct investment puts quality at the 
heart of your customer service to drive 
significant rating improvements, make sure 
you are aligned with FCA focus and give 
each and every one of your customers the 
service they deserve. 

...REFRAMED?REAL TIME...
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Improving payment acceptance should 
be a priority of any lender. In this article 
CashFlows, the merchant acquirer, 
provides guidance as to areas they 
recommend lenders review in order 
to maximise payment success. 

MAKE SURE THAT YOU HAVE THE 
BASICS IN PLACE
There are simple tactics that all lenders 
should have in place. For example, a 
lender should be able to verify card 
validity prior to the transaction and 
equally have the Visa Account Updater 
(VAU) and Mastercard Automatic Billing 
Updater (ABU) in place. ABU and VAU 
will help prevent missed payments by 
automatically updating card data that has 
expired or been updated since the last 
payment. Lenders should review their 
existing payments functionality against  
a best practice framework.

ARE YOU OPTIMIZING RESOURCE IN 
YOUR PAYMENTS TEAM? 
There can be a lot of manual back  
office work whether that be relating to  
a reconciliation of a payment or handling 
a chargeback. Limiting this manual 
intervention is crucial to free up resource 
to analyse your payments data.

Lenders need to explore the functionality 
that their payment providers can offer 
to alleviate some of their current 
administration burdens. Can you track 
a payment from start to finish? That’s 
from authorisation right through clearing 
and settlement. Similarly, do you have 
an automated process for chargeback, 
dispute and exception handling? 

DO YOU HAVE ACCESS TO PAYMENTS 
DATA AND INSIGHT?
Understanding where you can enhance 
your overall business performance is 
paramount. Payment providers have a 
wealth of data at their disposal that they 
should be able to share with customers. 

A fundamental starting point for all 
lenders is to analyse raw decline data. 
This can reveal insights that might lead  
to an immediate 1% or 2% uplift in right 
first time payments.

Analysing this data should be a routine 
discipline for all lenders and will 
undoubtedly pay dividends in optimizing 
payment success.

MAKE SURE YOU HAVE A PARTNER 
BASED RELATIONSHIP WITH YOUR 
PAYMENTS SUPPLIER 
Firstly, they should have spent time 
really getting to know your business. 
Understanding your challenges and how 
they can immediately assist you. Naturally 
it helps if they have a good understanding 
of the lending sector. Ensure you have a 
proactive relationship with your Account 
Manager. The more information you can 
share with them the better they can serve 
your business. Keep them informed as 
to future strategy so that you can plan 
payment development requirements 
together. Ensure that you meet regularly 
and have a fixed agenda around the 
payment metrics that matter. Have access 
to more than one contact, preferably a 
more senior one, should you ever need 
to escalate.

Jonathan Bennett 
Chief Commercial Officer, 

CashFlows

HOW CAN A LENDER OPTIMIZE 
PAYMENT ACCEPTANCE RATES?
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20% off all Lending Summit 

passes for CCTA members *

Quote: LENDING188 November 2018
Hilton London Bankside
London



Cash machines 
were used an 
average of 
96 times a 
second 
across the UK.

People in the UK owed 
£1.592 trillion at the end of 
June 2018.
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12 properties 
are repossessed 
every day, 
or one  
every two 
hours and three 
minutes.

9.82 million employees 
had joined a pension 
scheme under auto 
enrolment by the end  
of June 2018.

According to UK Finance, 
the typical first-time buyer 
deposit in June was 15.0% 
(around £28,611) – 106%  
of an average salary.

49 mortgage possession 
claims and 32 mortgage 
possession orders are 
made every day.

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

Based on June 2018 trends, the 
UK’s total interest repayments on 
personal debt over a 12 month 
period would have been £50.235 
billion, that’s an average of  
£138 million per day.

This means that households in the 
uk would have paid an average 
of £1,847 in annual interest 
repayments. Per person that’s 
£970 – 3.60% of average earnings.

Net lending to individuals in 
the UK increased by £127 
million a day in June 2018.

The Government debt fell 
by £65m million a day  
during 2018.

Borrowers would repay 
£138 million a day in interest, 
based on may 2018 trends.

Halifax estimate that 
house prices rose by 1.4% 
compared to last months 
estimate, growing by 
1.3% over the quarter and 
growing 3.3% annually. 
Nationwide estimate house 
prices increased by 0.6%  
in June, up 2.5% on 12 
months ago.

Citizens Advice Bureaux 
across England and Wales 
dealt with 335,457 issues 
in June 2018.

95,000 people (1,033 a 
day) reported they had 
become redundant over 
the three months, a 
decrease of 12,000 on the 
previous quarter.

The population of 
the uk grew by an 
estimated 1,074 people 
a day between 2016 
and 2017.

The number of 
people unemployed fell 
by 230 per day from 
March to May 2018.

On average, a 
UK household 
spends 
£4.21 a day 
on water, 
electricity 
and gas.

The Monetary Policy Committee acted at the start of this month to raise 
Bank Rate by 0.25% to 0.75% to meet its 2% inflation target over the forecast 
period. The forecast for the UK economy is for annual growth of 1.75% per 
year in the next two years. While global demand will continue to support net 
trade and business investment, uncertainty over international trade and tariffs 
are raising concerns. Although high levels of employment and low interest 
rates have kept consumer confidence more upbeat, consumers remain 
wary of their day-to-day finances and propensity to shop, as the real value 
of earnings continues to be very modest and therefore consumption is only 
growing in line with real incomes. The UK business landscape continues to 
depict an optimistic picture, underpinned by stable business confidence, 
largely based on domestic activity but conversely, business investment 
remains subdued. The expectation is that real investment, either funded by 
debt or equity, will continue to be at a rather muted pace, as businesses 
await certainty over Brexit.

July 2018 - Key data highlights:
• gross mortgage lending for the total market in July was £24.6bn, 

some 7.6% higher than a year earlier

• the number of mortgage approvals by the main high street banks 
in July fell by 0.8% compared to the same month a year earlier. 
Within this, remortgaging approvals were 2.8% higher than for the 
same period a year earlier. There was a fall in house purchase and 
other secured borrowing of 0.6% and 11.7% respectively

• credit card spending was 8.1% higher than a year earlier, with 
outstanding levels on card borrowing growing by 5.3% over the 
year. Outstanding overdraft borrowing was 4% lower compared  
to the same time last year

• personal deposits grew by 1.2% in the last 12 months. Deposits held 
in instant access accounts were 3.8% higher than a year earlier.

Commenting on the data, Peter Tyler, director at UK Finance, said:

“July saw steady growth in gross mortgage lending, 
driven largely by remortgaging as homeowners locked 
into attractive deals in anticipation of the recent base 
rate rise.

“Card spending has also strengthened, reflecting 
increased expenditure during the holiday period and 
an uplift in retail sales due to the World Cup and warm 
weather.

“However the broader economic outlook remains mixed, 
with households continuing to see their incomes being 
squeezed by rising inflation. This may explain the shift 
towards deposits held in instant access accounts, as 
consumers opt to keep their money close to hand.”

July 2018 - Key data highlights:
• lending to manufacturers grew by 7.1% 

in the last 12 months, in contrast to a 
wider 2.2% contraction overall in UK 
business borrowing

• UK business deposits for non-financial 
companies grew by 1.9% in the last  
12 months.

Commenting on the data, Stephen 
Pegge, managing director, commercial 
finance at UK Finance said:

“Lending to businesses saw 
modest net positive growth 
for the second month in  
a row, driven largely by  
increased borrowing in  
the manufacturing sector.

“However, overall demand for 
finance remains subdued amid 
ongoing economic uncertainty.

“Growth in business deposits 
has also slowed, suggesting 
firms are seeing their margins 
squeezed by inflationary 
pressures.”

HOUSEHOLD FINANCE UPDATE BUSINESS UPDATE 

| STATS



The average person spends six hours a 
day online, working and interacting with 
one another. This increased digitalisation 
is having a huge impact on the world, as 
businesses and society come to terms 
with the changing landscape. In the credit 
industry, one of the biggest changes we’re 
seeing is in the digitalisation of fraud. 

ID theft is on the rise, and fraudsters are 
capable of an impressive level of ingenuity, 
with an ever-growing digital toolbox. 
In our 2018 annual report, Building a 
Fraud Fortress, we found that over half 
(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. 
17% also revealed that they have already 
experienced such an incident. 

To combat this increase in crime we 
need a new, collaborative approach from 
individuals and businesses, because the 
figures can be frightening. While Cifas 
data shows that identity fraud has fallen 
for the first time since 2014, its members 
recorded 84,463 cases in the first half 
of 2018, a 5% drop compared to the 
same period in 2017, identity fraud still 
represents over half of all fraud recorded, 
with 87% perpetrated online.

For the fraud fightback to be successful, 
investment is essential. Businesses need  

to back their fraud managers and help 
them to get smarter with both their human 
and technological resources. 

FIGHTING FRAUD WITH PEOPLE AND 
TECHNOLOGY 

Currently, according to our research, 
just 26% of businesses provide ongoing 
training on fraud. Yet 60% find it to be 
an effective measure. Clearly, businesses 
need to educate all stakeholders about 
how fraud can be stopped. This education 
needs to adapt and evolve to keep up  
with the fraudsters, it can’t simply be a 
tick-box exercise. 

Education is key, but it isn’t the only piece 
of the puzzle, businesses have to look 
at the technology they can give to fraud 
managers and staff to further identify and 
protect themselves. According to our 
research, 59% of businesses are set to 
increase expenditure on biometrics, while 
artificial intelligence and machine learning 
also have a significant part to play. 

Equipping your fraud detection systems, 
and your staff, with the right technology 
can help build an effective fraud fortress. 
This encapsulates the best ID verification 
and intelligence based systems to stop 
fraud, and twins them with a programme 
to help all stakeholders within a business 

to understand how to recognise when 
fraud might be taking place. 

THE IMPORTANCE OF COLLABORATION

While we’re making leaps and bounds 
in equipping the human workforce with 
technology to combat fraud, there is still 
a long way to go. To stay ahead of the 
game, collaboration is essential. Businesses 
have to share insights and best practice 
with one another. Ongoing fraud has had 
a damaging impact on trust in businesses 
and it is crucial that they work to win back 
consumer confidence. This demands a 
broad understanding of the tools and 
the advanced technologies available to 
ensure the safekeeping of business and 
customer data. For both businesses and 
individuals, education on the risks and how 
to avoid them is important. The optimal 
fraud prevention strategy is a multi-layered 
approach that can be adapted to specific 
products and channels. 
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MEMBER 
ONLY

FRAUD
FORTRESS

Sarah Golding 
Head of Fraud Consultancy & Sales Support, 

TransUnion (formerly Callcredit)

BUILDING A FRAUD FORTRESS 
IN A DIGITAL AGE Transforming the  

Credit Landscape

Award winning Agile technology and services

Credit Software Credit Servicing Credit Sourcing 

Equiniti Credit Services is transforming the future of  
lending, delivering flexible, agile solutions that support  

the entire lifecycle of a loan. Providing financial institutions 
with a single effective solution

Equiniti Credit Services blends innovative advanced  
technology with expertly skilled personnel, to service  

a highly diverse range of lending portfolios.

Get in touch to discover more 
creditservices@equiniti.com  |  08448 118 034  |  @Equiniti_CS 

equiniticreditservices.com



call: 01792 797222     visit: oysterbaysystems.com

Vienna’s consumer new business portals 
include an adaptable credit gateway 
for automated underwriting that is both 
consistent and safe.

Vienna’s digital self service portals give 
both the consumer and commercial 
customer immediate access to information 
and to controlled management for all their 
accounts; services that are extremely 
effi  cient and can dramatically reduce your 
cost of day to day operations.

Vienna may be deployed as a service hosted 
by Oyster Bay or by any approved provider, 
on Azure, or as your own in house application. 

Our technical team will work with you and with your 
partners to integrate any third party application with 
Vienna’s tried and tested API interfaces.

We have a fl exible approach to licences, and you 
can choose the type that best suits your needs 
from startup, site, company, country, global, SAAS, 
portfolio management or standby service options.

Vienna
one smart system 
for unlimited lending
Vienna’s new business portals are easy to use making it simple to apply online, 
and to get a very fast response. Portals are available for all lending products 
and can be used internally as well as by your introducers and end customers.

 fl eet lease and vehicle management   personal and commercial loan   retail fi nance 
 contract hire with service   hire purchase and pcp   stocking loan   asset fi nance   retail fi nance
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