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CCTA PUBLIC AFFAIRS

NOW IS THE 
TIME FOR ALL 

GOOD MEN TO 
COME TO THE AID 

OF THE PARTY

SINGLE 
FOCUS TRIBES AND 

MINI-TRIBES FIGHTING 
BATTLES THAT SUIT 

THEIR CAUSE

Our conference this year is the tenth 
time I have had the privilege to stand 
before members to deliver an address as 
the CEO. I do not believe that there has 
ever been a more important meeting, or 
time for this event. Last year we focused 
on major changes and disruption, 
celebrating how the industry has coped 
with ongoing excessive regulation and 
market interference, we hoped that by 
the end of 2019 we would see clarity and 
sensibility returning. However that has not 
transpired, and the industry is more at risk 
than ever before. 

‘Now is the time for all good men to 
come to the aid of the party’, sounds 
a very sage comment, it was actually 
a phrase developed as a typing test by 
Charles E. Weller in 1867. The phrase has 

CCTA VIEW FINDER
a modern day ring about it as we see 
angst, distrust, chaos, and confusion in 
most places, and especially in high office. 
I find it amazing that we have progressed 
so far with technology, labour saving 
devices, and modern media solutions 
but have actually moved backwards with 
basic human relationships. Texting and 
social media is not causing, but certainly 
assisting in, the destruction of the art of 
debate and relationship building.

BREXIT - WHERE ARE WE NOW?

I was going to avoid the word Brexit in 
this article, but it is so demonstrative of 
the lack of clear communication, proper 
debate, true collaborative desire, and 
good manners. The spectacle that we 
are seeing and reading repeatedly, is of 
single focus tribes and mini-tribes fighting 
battles that suit their cause, leaving the 
man in the street completely perplexed, 
and for many, unlikely to vote. Nero 
fiddles while Rome burns is a very apt 
phrase, for the current messy position 
that Brexit is in.

I have a variety of cohorts that I consult 
with regard to modern communications, 
reading habits, and information gathering. 
My favourite is my grandchildren, they 
pull no punches even with their grandad. 
I have nine grandchildren with ages from 
eight to 21. Needless to say the eight 
year old, sees it as ‘grandad talk‘, and 
disappears within two to three minutes. 
The cohort is misrepresentative from 
a gender perspective, as I have eight 
granddaughters. I have been running this 
cohort, almost as long as Brexit, around 
three years. Spookily, three of them will be 
able to vote at the next general election. 

I believe that all of my grandchildren 
will go to university, with three already 
there. Currently none of the children 

read newspapers, with three of the 
four households not having one 

delivered, or bought. Most do not 
sit down to watch, or listen to 

the news, instead relying 
on social media, or news 

links on their mobile 
devices. None watch 

any of the political 
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or investigative programmes. They would 
all be deemed to be middle class, all 
go to top performing schools, and all 
are white caucasian. They are all bright, 
good communicators, with strong beliefs 
and values, well mannered, and care 
about less fortunate people. Most have 
strong views, they see politics as boring, 
antiquated and of little or no value.

Brexit does have one positive, it has 
shone a powerful light on modern day 
politics. The phrase ‘male, pale and stale‘, 
denoting the ‘old school tie approach‘ 
to constituents, demonstrates the hurdle 
that Parliament and it’s representatives 
have to overcome if we are to navigate 
the new order. That term was used by 
Ayesha Hazarika in the London Evening 
Standard in June 2018 denoting the fact 
that Westminster was still dominated by 
male ‘ranty-pants‘ who have got us into 
this mess (despite the PM being female), 
and that politics need more women to 
address the situation.

REMEMBER A POLL IS ONLY AN 
INTENTION AT A PERIOD OF TIME!

Theresa May MP, completely misjudged 
constituent’s views and beliefs when she 
went to the country in 2017 to improve 
her majority, guided by Nick Timothy and 
Fiona Hill, her political advisors. She was 
expecting a majority between 50 and 100 
seats, based on the opinion polls. Instead 
she was finally reliant on the Democratic 
Unionist Party to keep her majority, an 
unholy alliance based purely on need. 
From that time on Brexit floundered.

In September 2016, I attended a Labour 
rally to hear Jeremy Corbyn at the Forest 
Recreation Ground in Nottingham. It was 
a well-attended rally of probably 600 to 
800 people. I went to try to understand 
why Corbyn has such a fervent following, 
believing it to be the simplicity of the 
message and the man. I mingled  
with the crowd before the speech 
and asked the simple question, 
‘Why are you here today?’ 
The majority of replies were, 
‘most politicians are not in 
touch with constituents, 
they are too old, they 

are not like us, they are elitist, they are 
only there to feather their own nest‘.  
I was targeting both men and women 
who looked under the age of 35, 
and there were many students from 
Nottingham University who would have 
been first time voters in 2017.

Bearing in mind that was three years ago 
and before the shenanigans over the last 
three years. I can only believe that their 
thoughts will have crystallised further,  
and they will be all entitled to vote.  
That does not mean necessarily having 
all the facts to enable a well-balanced 
thought process. 

I struggled at the time with the findings 
being presented by the pollsters, which 
were completely at odds with comments 
being made to me from a cross section 
of people, from that date to the general 
election. Do I believe that there has been 
any change since the 2017 election? 
Yes, there have been multiple changes 
as both the council elections and recent 
by-elections have seen the rise of 

votes for the Brexit Party. The Liberal 
Democrats have become a staunch 
remain party, the Scottish National Party 
have been revitalised. The Conservatives 
in Scotland have lost their General with 
the resignation of Ruth Davidson, MP.

We saw tactical voting in the May 2019 
by-election, and other by-elections 
since are creating problems that will be 
evident in the next general election. In 
my humble opinion the result of the 
general election will be a coalition 
government, which I do not 
believe will be as compliant 
as the Cameron/Clegg 
coalition government.

NEW HORIZONS
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WE ARE LINED 
UP TO HIT THE 

GROUND RUNNING 
AND TACKLE 

PARLIAMENT IN 
THE AUTUMN

WE ARE RACING 
PELL-MELL TOWARDS 

PHYSICAL MONEY 
TRANSACTIONS FOR 
THE FEW, AND NOT 

THE MANY

...CONTINUED 
NEW HORIZONS 

WHAT IS THE IMPORTANCE OF  
THE ABOVE TO OUR MEMBERS?

The importance of having a properly 
functioning parliament is that there 
would be meaningful scrutiny and 
debate in order to ratify new laws 
and regulation. Government bodies 
can be brought to account by the 
Parliamentary Select Committees but 
over the last three years, Brexit has 
dominated the corridors of power. 

As I write this article the Prime Minister 
and the Government are in the dock 
of the Supreme Court of Justice 
facing constitutional charges over the 
proroguing of Parliament. European 
Parliamentarians look on aghast at the 
ongoing circus of Brexit.

PROTECT ACCESS TO RESPONSIBLE 
CREDIT (PARC) CAMPAIGN

END OF THE BEGINNING?

The full Winston Churchill quotation 
is: “Now this is not the end. It is not 
even the beginning of the end. But it 
is perhaps the end of the beginning”. 
We have reached the end of the 
majority of the FCA regulatory round, 
although we are still awaiting the final 
parts of Senior Managers Certification 
Regime (SMCR). I believe it is fair to 
say that we approaching the end of 
a cycle, but members would be well 
advised to check and double check 
that they do everything that they have 
stated ‘on their tin’. 

The regulator is now doing what 
they say ‘on their tin’, checking the 
conduct of firms for total compliance 
on the leadership, human resources, 
and financial integrity. They expect to 
see firms exercising a rigour for the 
soft issues as well as the legalities, 
they will be harsh on firms that do not 
have appropriate controls and systems 
in those areas.

WHAT DO WE DO NEXT?

You can probably imagine the 
problems that we have had to 
gain reasonable airtime with MP’s, 
government officials, and special 
advisors during the Brexit process.  
All sectors have struggled to 
effectively lobby politicians with 
internecine war taking place in all 
parties. I have been involved in 
lobbying since the late 1970’s and 
cannot remember a time when 
Parliament has been so prostrate.

The good news is that we are lined up 
to hit the ground running and tackle 
Parliament in the autumn. We are 
forging collaborative relationships with 
other organisations on challenges to 
the industry that bind us. CCTA has 
been at the forefront of challenging 
the regulator and the Financial 
Ombudsman Service in the industry 
press and all other press. We are seen 
as a go to contributor for the industry.

We have a group of MP’s that see 
the bigger picture and are positive 
towards the PARC campaign and with 
a new parliament we can move the 
programme along. Unfortunately over 
the last three years the consumer 
groups and activists have been ruling 
the roost with the regulator, with their 
voice becoming more strident. 

Once a parliament is dissolved all of 
the other functions are dissolved as 
well. CCTA have been working closely 
with the All Party Parliamentary Group 
(APPG) on alternative lending, as 
Parliament has been suspended the 
group dissolves, and a new group 
is put in place. Thankfully the key 
players are back, although having 
swapped roles between the Treasury 
Select Committee and the Chair of 
the APPG.

THE BROKEN SOCIETY

No one in their right mind can define 
a way to heal the rifts that have 
developed over the last three years 
of Brexit. The old Chinese proverb, 
and latterly a book, ‘The Fish Rots 
from the Head‘, rings true, and the 
healing has got to be a trickle-down 
effect from the establishment. These 
kind of rifts can last for years, the 
miners’ strike 1984 to 1985 is still a 
feud for families in the old coal belt 
around the Midlands. 

As already stated, ‘male, pale and 
stale ‘, is a descriptor of emotional 
feelings emanating originally from 
the millennials, but now common 
usage. Politicians being seen as ‘wise 
old people’ has to jump a generation 
or two to let younger people in. It is 
difficult to see how his will happen 
immediately in the Conservative Party, 
as the local association members 
who select prospective new 
constituency members are mostly 
‘male, pale and stale ‘.

Conference will undertake to look 
at the big issues in the morning 
keynote presentation sessions. In 
the afternoon we will get into the 
nitty and gritty, with three separate 
question time sessions on burning 
topics that you may or may not be 
aware of.

CONCLUSION 

2020 is going to be another difficult 
year, we are geared up to fight your 
corner and we would like more of 
your help to take the fight to the 
highest level.

If you only ever attend conference 
once in a blue moon, there is one 
scheduled for the 7 November in 
Nottingham.

See you there. 

Greg Stevens  
Chief Executive, CCTA

MONEY MAKES THE 
WORLD GO AROUND
Our conference theme this year 
heralds the need for long lasting 
policies that join people and states 
together. The Liza Minelli song ‘Money, 
Money‘, with the lyrics, ‘Money makes 
the world go around’ has never been 
truer. Most politicians pay homage 
to the economy knowing that as 
long as growth is happening, voters 
will tolerate prime ministerial, or 
presidential flaws. Fixation on money, 
or lack of it, is the key ingredient that 
also drives good and bad practices, 
in people and countries.

If the economy and money are so 
important, why does it get so much 
bad press? It is amazing that the 
majority of people do not know how 
an annual percentage rate (APR) is 
worked out. They believe the well 
spun basic tenet that the shorter 
the period the loan is over the 
higher the APR, and that that product 
is inherently bad. That same kind 
of thinking does not apply to 
an unauthorised bank overdraft. 
Instead people in high office join  
in the clamour for action against 
short term products, which will take 
away responsible credit products 
from consumers.

Politicians clamoured to increase 
the number of university places 
available to increase overall student 
numbers. We now have the highest 
level of students attending university, 
which has to be applauded. Many 
students will be leaving university with 
debts approaching £60K, although 
government prefers to state this is ‘not 
debt‘. Universities are now businesses, 
not seats of learning, some have 
widened their non-conditional 
acceptances this year to achieve their 
numbers, making students aware 
of that offer, prior to examinations. 
Question, if stringent regulations 
are necessary to check affordability, 
according to the Financial Conduct 
Authority (FCA), how is it right that 
most youngsters, with no valid credit 
score, are allowed to ratchet up debt 
to £60K, over a three year period?

In 1966 England won the football 
World Cup, even more importantly 
for the economy, the first mass 
volume credit card was introduced 
by Barclaycard. England have never 
won the World Cup again, but 
Barclaycard and other credit products 
have transformed the UK economy. 
The consumer has had a freedom of 
choice to decide how, when, and the 
type credit product they wish to use. 
Access to responsible credit has been 
available to the majority, and was well 
regulated by the Office of Fair Trading 
for many years.

A ‘nation of shopkeepers’ was quoted 
by Napoleon Bonaparte to describe 
the English, but that is far more apt for 
today’s environment, although shops 
are fast being replaced by online 
services. Freedom of choice, and 
credit products have let the consumer 
genie out of the bottle. The consumer 
will not take it lightly if over regulation 
forces the genie back into the bottle, 
and politicians will suffer at the polls.

The technological age has produced 
new credit models and services, and 
there will be more in the future. We 
are racing pell-mell towards physical 
money transactions for the few, 
and not the many. The question we 
have to ask ourselves, ‘is that what 

the customer wants?, and more 
importantly, does it dis-enfranchise 
groups of customers along the way, 
not just the vulnerable.

We feel that after five years in 
charge of the consumer credit 
market the FCA should initiate a 
thorough research project with a 
recognised consumer research 
specialist, working directly with 
consumers, on the availability and 
acceptance for credit products, 
especially with struggling hard 
working consumers with children 
across all socio-economic groups. 
At conference we will be calling for 
research to be commissioned on 
financial understanding in the market, 
whether from the FCA or another 
government department. We need 
to protect our children at all ages, 
not just students. Financial teaching 
is not working to produce a 
fundamental knowledge base 
before students receive their 
first grants. 

Greg Stevens 
Chief Executive, CCTA
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BUSINESS AS UNUSUAL

As the UK’s leading financial capability 
charity, every year The Money Charity 
produce the essential guide to student 
finance and managing money at 
university, The Student Money Manual. 

Completely revised and updated for 
2018/19, this year’s guide aims to give 
the skills needed to stay on top of your 
finances throughout higher education 
and beyond. 

Sound money management is one 
of the most crucial and empowering 
life skills to develop. With the cost of 
going university seemingly increasing 
year on year, The Money Charity aim to 
provide students with all the financial 
information they will need to make the 
right decisions. Essential reading for 
anyone considering higher education 

in the UK, the Student Money Manual 
explores key topics including:

• how to be savings savvy

• tuition fees: The big payback

• building a better budget

• the lowdown on loans

• the true cost of higher education

• the blagger’s guide to saving money 
(tips from past and present students!)

The Student Money Manual is also 
available as a digital download on 
the Money Charity website and all of 
the content will be available online 
so students can search, share and 
bookmark as needed.

The Money 
Charity Student 
Money Manual

COMMENTARY PUBLISHED: 
28 August 2019

Any belief that the summer holidays 
and time away would ease the 
political logjam that is Brexit has 
floundered before Parliament returns 
on 3 September, and with it any 
reasonable hope that constructive 
discussions could begin with 
government departments, on the 
business issues of the day. 

Suspending Parliament just days 
after MP’s return to the House, with 
only a few weeks before the Brexit 
deadline, serves only a group of 

politicians. It also moves us closer 
to a general election with a real 

bugger’s muddle likely, and the 
possibility of a hotchpotch 

of a rudderless coalition 
government with a 

narrow perspective. 

On the plus side the Prime Minister 
(PM) is genuinely raising the mood 
of the country, and with it the 
conservatives in the opinion polls.

Over regulation of the consumer 
credit industry is already creating a 
lack of access to responsible credit for 
many. As the cost of compliance rises, 
and further unnecessary regulatory 
tinkering takes place, harsher credit 
scoring restrictions on availability will 
come into play, especially for young 
people and those on low incomes.

We therefore applaud the recent 
article in the Times by Robert Jenrick 
MP, Secretary of State Housing, 
Communities and Local Government 
addressing affordable shared home 
ownership for young people, and 
those on lower incomes. It is refreshing 
to see aspiration being recognised as 
a positive feature of credit, rather than 
the well-trodden route of credit being 
a millstone around consumer necks. 
The youth of today is our tomorrow 
and they should be encouraged to be 
the best they can be, and to aspire in a 
world that rewards the knowledgeable 

and the brave. We sincerely hope 
that the tide has turned against credit 
most often being seen as potentially 
bad for the consumer.

We hope that as part of the ‘very 
exciting agenda’ that the PM will 
outline on 14 October we will see 
more funding going into education, 
including the life-skills arena, such 
as financial education, especially 
budgeting and money management. 
There are many charitable 
organisations that do a sterling job 
in this area, my grandchildren for 
example have hugely benefitted from 
the Student Money Manual provided 
by The Money Charity in their first 
year away at university. However they 
would have benefitted more if the 
early ground work on understanding 
money, had been an integral part of 
the formal school curriculum. 

One cannot doubt that the PM will 
be steadfast in his intent to see an 
end to Brexit, however the ship 
may well be blown off course, as 
the parliamentary factions plan and 
scheme. If prorogation happens as 
expected, it will see parliament closed 
for 23 working days. During the 
process of prorogation, no debates or 
votes are held. Most laws that haven’t 
completed their passage through 
Parliament die a death. 

There will be many twists and turns 
over the next few months, with 
the possibility of a poor outcome 
for business, and consumer credit 
industry in particular. CCTA is 
increasing its public affairs and 
political messaging to ensure we can 
react to every possible combination, 
to ensure the least damage is done. 
To end on a positive note of order, 
we aim to ensure that the combined 
consumer credit industry is seen by 
Government as part of the engine 

room for growth going forward, and 
vital for Gross Domestic Product.

Greg Stevens  
Chief Executive, CCTA

FINANCIAL EDUCATION
Financial difficulty is the number one 
predictor of student attrition, and 
64% of students say financial anxiety 
affects their mental health.

The case for financial education is 
more critical than ever, as more and 
more students question the value of 
higher education. YouGov research 
shows that 35% of students who 
graduated between 2010 and 2017 
believe that the costs of going to 
university simply aren’t worth it. This 
means that any effective recruitment, 
and retention, strategy has to include 
the financial case for attending 
university at the outset. And it needs 
to be underpinned by a robust 
financial education to ensure it’s 
accessible to more students.

The modern workplace increasingly 
requires a variety of skills that sit 
outside of traditional academics. 
England has one of the lowest 
financial literacy scores globally. 
According to research from UCL 
Institute of Education (IOE) and 
University of Cambridge, one-in-three 
adults in England and Northern Ireland 
are unable to work out the correct 
change from a shopping trip. 

When it comes to the organisational 
barriers to proactive financial 
education strategies, there’s the low, 
or complete lack of buy-in from 
senior management to get past. 

Historically, financial education has 
been workshop based which 
makes measurement difficult. 
Recent research showed that 
currently, just one out of 
four universities measure 
the impact of financial 
capability on student 
retention.

Research from Blackbullion, who 
provide a learning platform for people 
who want to take control of their 
finances, found that 70% of surveyed 
universities are trying to make at 
least some of the financial capability 
learning mandatory, asking students 
to complete a learning module, or 
a budget calculation, as part of the 
hardship award application process. 
Some institutions are looking into 
including financial modules in their 
welcome week orientation, while 
others are exploring making the 
financial skills part of the official 
curriculum. 

There are many institutions out there 
getting great results by building an 
integrated financial education strategy, 
with the right resources and support 
in place. Now it’s time to go further. 
In a climate where more than 
ever students are questioning 
the value of degrees, we 
need to enhance the 
university experience. 
Financial capability and 

confidence goes far deeper than the 
university timeframe, it’s an essential 
skill for life.

Source: Taken from an article published by 
www.fenews.co.uk 
Published: 7 August 2019

THE YOUTH 
OF TODAY IS OUR 
TOMORROW AND 
THEY SHOULD BE 

ENCOURAGED TO BE 
THE BEST THEY 

CAN BE

ENGLAND 
HAS ONE OF THE 

LOWEST FINANCIAL 
LITERACY SCORES 

GLOBALLY
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SELECTED 
COMMENTARY 

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

CCTA AT VULNERABILITY 
REGISTER LAUNCH
PUBLISHED: 11 September 2019

A group of financial services 
professionals have launched a register 
aimed at preventing vulnerable 
customers from developing 
financial problems. The Vulnerability 
Registration Service (VRS), is a not 
for profit initiative designed to help 
with money decisions and combat 
the associated risks to mental health 
arising from vulnerabilities.

In a statement the founders explained 
that the VRS is a tool to help people 
who consider themselves to be 
financially vulnerable and in need of 
help to register their details online, 
free of charge, and indicate to 
businesses and organisations they 
deal with that they require sensitive 
handling and support. Legally 

Yet, while the FCA’s intentions are 
understandably well meant, a scan of the 
publication suggests little more than a 
sprinkling of motherhood and apple pie, 
and questionable aspirations for solving 
access to affordable credit for consumers 
who are temporarily financially struggling.

As the regulator indicates, their limited 
remit means they ‘are not the most 
appropriate authority to address some of 
the challenges around alternatives to high 
cost credit’ and others may be able to take 
an effective lead and they have suggested 
HM Treasury should consider if there 
is value in a review of credit union and 
society legislation.

History has already shown there are no 
easy fixes to the long standing issue of 
providing a sustainable alternative to high 
cost credit so while a useful report, it does 
suggest an element of buck passing by 
the FCA to others.

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

COMMENTARY: FCA 
PERFORMANCE - MEETING 
EXPECTATIONS OR REQUIRES 
IMPROVEMENT?
PUBLISHED: 1 July 2019 

The Financial Conduct Authority (FCA) 
has come under the cosh of late and this 
showed no signs of abating on Tuesday 
when Chief Executive, Andrew Bailey and 
Chair, Charles Randell appeared in front of 
the Treasury Select Committee to present 
a biannual report on the work of the FCA.

Mr Bailey told the committee: “We have 
to take seriously extending the regulatory 
perimeter and saying that mortgage 
lending should be a regulated activity 
because that would allow us to make rules 
in that space. I’ve been thinking a lot 
about it and I don’t know of another 
solution to this, honestly.”

His remarks come hot on the 
heels of the FCA’s first annual 
report on the perimeter 
which was published last 
week and sets out:

authorised third parties are also able 
to register those for whom they care 
at no cost.

The register acts as a single point 
of reference for consumers and 
businesses to ensure vulnerable 
customers get the help they need 
from financial services firms.

The VRS was formally unveiled at an 
event in London on 11 September. 
Among the panel of speakers at 
the launch were financial journalist 
and broadcaster Paul Lewis; the 
CEO of the Consumer Credit Trade 
Association, Greg Stevens; Director 
of the Debt Managers Standards 
Association, Kevin Still; and Director  
of Christians Against Poverty,  
Dawn Stobart.

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

COMMENTARY: IT’S A SEA 
OF UNCERTAINTY FOR SME’S 
AND CONSUMER CREDIT 
FIRMS
PUBLISHED by Credit Strategy:  
9 August 2019

Just when we thought the uncertain 
environment within which we operate 
could get no more opaque, we’re met 
with further changes from the Financial 
Ombudsman Service (FOS) and indeed, 
a question on the competence of the 
Financial Conduct Authority (FCA).

When the FCA’s Chief Executive 
Andrew Bailey and Chair, Charles 
Randell appeared in front of the 
Treasury Select Committee to present 
a biannual report on the work of the 
FCA they were greeted with a question 
from its Chair, Nicky Morgan, asking if 
‘anyone at the FCA read the papers?’.

The recent criticisms regarding the 
FCA register and the importance 
of providing updated information 
will hopefully have been taken on 
board by the regulator. They are 
continuing to investigate those Claims 

• what the FCA does and doesn’t regulate

• what challenges the perimeter presents 
and the actions the FCA is taking to 
overcome them

• what this means for consumers

• whether there are any issues with 
the perimeter which might require 
legislative or other changes.

The report resulted from a recognition 
that the current perimeter boundary is 
continuously tested by firms and activities 
who do or don’t require regulation, and 
that some such firms have caused serious 
consumer harm and reduced trust in 
regulated financial services markets.

The recent criticisms regarding the FCA 
register and the importance of providing 
updated information will hopefully have 
been taken on board by the regulator and 
they are continuing to investigate those 
CMC’s who were under investigation by 
the Claims Management Regulator before 
the transfer.

Only time will tell the full effect of FCA 
regulation, but the past, current or 
future closure of any CMC who 
submitted vexatious claims has 
still had a lasting effect on the 
consumer credit industry.

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

Management Companies (CMCs)  
who were under investigation by  
the Claims Management Regulator 
before the transfer.

Added to this, FOS has recently 
launched a consultation proposing 
changes to its funding model that 
could see some firms pay more for 
its services.

The changes will be a further blow to 
the SME sector, as FOS seeks to cut 
the number of free cases it handles to 
ten for smaller firms, down from 25,  
in order to replace the case fee 
income that it will lose when the 
Payment Protection Insurance (PPI) 
window closes later this year.

This could be devastating for 
alternative lenders who have seen a 
massive increase in complaints driven 
by CMCs over the last 12 months.

Time will tell what the full effect of 
FCA regulation and increased FOS 
charges will be on the consumer 
credit industry. What I think we can be 
certain of today, is that the lifeblood 
of these companies will continue to 
be sucked dry by the vexatious and 
unfounded complaints from CMCs  
and an uncertain regulatory structure.

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

COMMENTARY: CCTA 
RESPONDS TO THE FCA’S 
ALTERNATIVES TO HIGH 
COST CREDIT REPORT
PUBLISHED: 26 July 2019

This week, the Financial Conduct 
Authority (FCA) published a report 
on the alternatives to high-cost 
credit (HCC) and set out the actions 
and recommendations to improve 
the availability and awareness of 
those seeking an alternative to 
HCC. The report also notes that ‘the 
consideration of access to alternatives 
to high cost credit will become an 
integral part of the FCA’s overall work 
in the credit sector, reflecting the 
part alternatives can play in improving 
consumer outcomes.’

VRS UNVEILED ON 11 SEPTEMBER... DOES ANYONE AT THE FCA READ THE PAPERS...?   HM TREASURY SHOULD CONSIDER VALUE OF CREDIT UNION REVIEW... PERIMETER BOUNDARY
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A MASSIVE INCREASE IN 
COMPLAINTS DRIVEN 
BY CMCS OVER THE 
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THE NUMBER 
OF CLIENTS 

SEEKING HELP WITH 
GUARANTOR LOANS 
HAD SUBSTANTIALLY 

INCREASED IN 
RECENT YEARS

THE FCA ARE 
FAILING TO ADEQUATELY 
PROTECT CONSUMERS 
FROM HIGH INTEREST 

COSTS ON 
CREDIT CARDS

FOS HAS RECEIVED 47,220 NEW COMPLAINTS ABOUT PAYDAY LOANS... LENDING TO CONSUMERS ROSE AT ITS WEAKEST PACE IN FIVE YEARS... WARNING - THIS IS A HIGH COST LOAN

JUNE 2019
 the Financial Conduct Authority (FCA) announced 

changes to overdraft fees and said the new rules 
would start by April 2020, and when they come 
into force, the typical cost of borrowing £100 
through an unarranged overdraft will drop from 
£5 a day, to less than 20 pence

 a freedom of information request has revealed 
how the Financial Ombudsman Service (FOS) has 
received 47,220 new complaints about payday 
loan firms since January 2018 but only a third has 
been resolved

 Nicky Morgan, MP led a Westminster Hall 
debate to elaborate on the Committee’s report, 
Consumers Access to Financial Services

 the FCA issued a ‘Dear CEO’ letter to claims 
management companies warning them to ensure 
submitted claims are valid

 a documentary by Panorama primarily focused 
on guarantor loans as Amigo Loans issued a 
statement before the programme was aired 
refuting any suggestion that the company harass 
customers or guarantors

 Stepchange and Citizens Advice issued new 
figures which suggested the number of 
clients seeking help with guarantor loans had 
substantially increased in recent years

 the Financial Services Compensation Scheme 
has published its annual report which confirms 
it put nearly 426,000 customers back on track in 
2018/19

 the Financial Services Consumer Panel published 
new research which looks at the potential 
detriment for consumers of being trapped in 
poorly performing financial services products

 the Bank of Scotland conducted a study with You 
Gov which found almost a quarter of 3,048 adults 
are borrowing money from friends and family to 
cover day-to-day living costs

 the FCA have launched a review of the credit 
information market while the Information 
Commissioners Office (ICO) have executed 
search warrants following an investigation into 
data farming.

JULY 2019
 PiggyBank was temporarily banned form 

lending as the FCA investigated the firm’s 
creditworthiness assessments

 the Bank of England reported how lending to 
consumers rose at its weakest pace in five years 
in May because of concerns about the economic 
outlook

 FOS published a consultation on their future 
funding as they are looking to rebalance the 
proportion of their income they get from the 
industry levy compared with case fees

 the ICO published details of a former company 
director believed to have profited by more than 
£1.4 million after selling personal data illegally

 during a Westminster Hall debate on Cooperative 
and Mutual Businesses, Minister John Glen 
advised the Association of British Credit Unions 
(ABCUL) is currently carrying out a sector-wide 
consultation on the future of credit unions and 
will complete its work in September

 the FCA published their annual report which 
noted that the regulator plan to review the high 
cost short term credit (HCSTC) price cap again in 
2020 

 the think tank, Demos released The Good Credit 
Index, made possible by NewDay which mapped 
the UK’s credit environment, and found 29 
‘credit deserts’, where people struggle to access 
affordable credit despite a clear need for it

 new research published by StepChange Debt 
Charity found a strong association between 
subprime cards and problem debt

 a separate report, published jointly by the Centre 
for Responsible Credit (CfRC), New Economics 
Foundation, Jubilee Debt Campaign and 
Research for Action states the FCA are failing to 
adequately protect consumers from high interest 
costs on credit cards, and are calling for a cap on 
the total cost of charges that borrowers pay

 the Treasury Select Committee published the 
Government’s response to the Consumer’s 
Access to Financial Services Report 

 the Bank of England published their Credit 
Conditions Survey

 research from Stepchange which finds that 
people who had experienced a life event in the 
last two years were three times as likely to be in 
problem debt as those who had not

 the Insolvency Service has reported the 
insolvency rate has increased for the third 
successive year 

 the FCA published a paper on the alternatives 
to high cost credit and a consultation on the 
treatment of vulnerable customers. 

AUGUST 2019
 The Sun published an article regarding 

misleading adverts by CMC’s

 a government backed £2m fund was launched 
to encourage fintechs and community lenders 
to develop new ways to make credit more 
affordable 

 in Ireland, a charity advised government 
there should be smoking style warns on loan 
products and suggested messaging such as: 
“Warning - This is a high cost loan”, be placed on 
moneylender advertisements

 the FCA and Practitioners Panel published their 
annual survey results. For the first time, the 2019 
survey asked consumer credit firms a separate 
question: ‘How effective do you think the FCA’s 
regulation of consumer credit has been?’ Seven 
in ten consumer credit firms rated effectiveness 
as high (a score of 7 to 10), and 5% rated 
effectiveness as low (a score of 1 to 3).

 car firm, Lookers implemented a £10m ‘remedial 
action plan’ ahead of the FCA investigation

 FOS published their complaints figures 
which showed the regulator had upheld 
four in every five complaints regarding 
guarantor loans in the latest 
financial quarter 

 the FCA placed requirements on the CMC, Allay 
Claims Ltd.

 Nationwide was to refund £6m to customers 
who after failing to send a text alert before being 
charged for unarranged overdrafts

 Monzo customers can now take advantage of 
the new ‘Paid Early’ facility which allows them to 
receive their salaries a day early

 the PPI deadline prompted a last minute surge in 
complaints

 the FCA published new rules after a review of 
over 200 Claims Management Companies adverts 
in various found widespread poor-practice

 Future Finance were criticised for high interest 
rates, as academic and student advice services 
have urged students not to use their services

 shares in Amigo Loans plunged as the lender 
published its quarterly report and said it now 
expected no growth in its loan book due to the 
adoption of a more conservative approach.

NEWS OVERVIEW

QUARTERLY UPDATE 2019



| FEATURE

Kate Woollard 
Engagement and Brand Manager, 

Huntswood

complaints handling, while only 22% of 
customers actually report being satisfied. 
This perception gap between firm and 
customer needs to be urgently addressed 
by any business seeking to remain 
competitive, drive loyalty and attract 
new customers. 

It’s perhaps not surprising, then, that we 
found customers are more likely than ever 
to switch provider if their expectations 
are not met. Providers must differentiate 
themselves from competitors with a 
customer-centric approach, ensuring 
that a customer’s complaint journey is as 
frictionless and as valuable as possible.  
If they achieve this, customers will be  
less likely to start looking elsewhere.

WHAT CAN FIRMS DO TO STREAMLINE 
THEIR COMPLAINTS PROCESS?

There are several simple steps firms can 
take right now to ensure that customer 
expectations can be met:

RESOLVE ISSUES AT THE FIRST POINT OF 
CONTACT (FPOC)

Only 20% of financial services customers 
reported that their complaint had been 
resolved at FPOC, despite around 76% 
expecting issues to be dealt with instantly. 

The financial services firms we interviewed 
said that 46% were swiftly resolved at 
FPOC, a clear demonstration that firms 
aren’t aligned with or meeting customer 
expectations when it comes to speedy 
resolutions. A swift or ‘instant’ resolution 
is one of the most powerful ways of 
generating advocacy and continued 
loyalty. Those firms that lag behind, 
either due to ineffective inter-team 
communication or lacking processes,  
will struggle to retain customers. 

UPSKILL STAFF

If firms are to truly become efficient at 
dealing with complaints at the FPOC, it 
is imperative that they invest in upskilling 
and multi-skilling staff, empowering them 
to make decisions and resolve issues 
themselves, wherever possible. 

AUTOMATION CAN BE A GAME 
CHANGER

50% of customers don’t mind talking to an 
automated system, as long as it resolves 
their complaint quickly. People don’t 
hugely mind the way their complaint is 
dealt with, it’s the speed with which it is 
processed and resolved that counts. 

If automation can be implemented 
successfully, it will hugely relieve front 
line staff and free up resources that can 
be used elsewhere in the business to 
strengthen customer outcomes. 

For many firms, the word ‘complaint’ has 
negative connotations. 

Yes, if a complaint is serious and not 
dealt with efficiently and quickly, it will 
be detrimental to the business and leave 
the customer with a poor perception. 
However, when managed properly, the 
complaints process can actually improve 
relationships and provide firms with an 
invaluable amount of data which they 
can use to improve their processes. A 
great experience through the complaint 
process, in turn, drives loyalty and 
customer advocacy. 

Simply put, taking another look at 
complaints can deliver huge benefits for 
companies across a range of industries. 

Huntswood’s Complaints Outlook 
2019 used data drawn from 

interviews with 31 leading firms 
and over 5,500 customer 

survey responses to identify 
the real value to be gained 

by delivering ‘complaints 
excellence’. 

OFFER AN OMNICHANNEL EXPERIENCE 

For those whose complaints weren’t dealt 
with at the FPOC, 70% engaged with their 
provider through at least two different 
channels throughout their complaints 
journey. This reflects the need for 
firms to not only offer an omnichannel 
experience, but to ensure that these are 
united to streamline customer journeys. 

Two thirds of customers don’t believe 
that firms are embracing digital 
technology to better manage and 
resolve complaints, and actively choose 
new technology driven communication 
channels (such as webchat) when they 
are available. 

Ensuring that your firm offers an 
omnichannel complaints experience, with 
information securely shared for the sake 
of expediency with the various teams 
manning each channel, will go a long 
way to demonstrating a commitment to 
the customer’s expectation. 

PREPARE FOR THE UNEXPECTED

As firms increase their digital offering, 
they must also come to terms with 
the very real possibility of technical 
glitches, one common cause of surges in 
complaints. 

Shockingly, 12% of all complaints 
recorded over the last 12 months were 
related to system issues or data breaches. 
That’s more than one in ten. 

Firms should ensure that they are 
operationally resilient enough to deal 
with the surges in customer contact that 
these technical issues will likely cause. 
Partnering with a trusted outsourcer is 
one simple solution to ensure that teams 
of specialists are on hand as soon as 
they are needed. Organising this also 
demonstrates to regulatory bodies that 
your firm is doing all it can to prepare 
for the unexpected and is prioritising 
customer outcomes. 

THE IMPORTANCE OF CUSTOMER 
ADVOCATES

96% of firms believe that complainants 
can be turned into advocates and 57% 
told us that they believed they were 
creating advocates in over half of cases. 

Indeed, one in every 12 of the customers 
surveyed said themselves that they shared 
a positive complaint experience. 

There is a positive snowball effect to be 
seen here, as customers not only make 
buying decisions as a result of what they 
hear from others but share those stories 
more widely. This all leads to a positive 
cycle of continuing advocacy, but only if 
firms get the complaints experience right 
in the first place.

UNDERTAKE PROACTIVE ROOT CAUSE 
ANALYSIS (RCA)

Unfortunately, not everyone will give you 
the chance to set things right. The report 
found that 35% of the UK population 
has experienced a serious issue for 
which they didn’t make a well-warranted 
complaint. Firms can’t fix things if they 
don’t know something has gone wrong.

Firms’ current approach to RCA results 
mainly in tactical fixes rather than the 
strategic change really needed. By using 
RCA more widely and the emerging 
technologies which make this more 
effective, firms will be able to do right  
by the non-complainant population  
and potentially rectify the issues that 
aren’t raised.

IDENTIFY VULNERABLE CUSTOMERS AT 
THE EARLIEST OPPORTUNITY

Finally, and perhaps most importantly, 
firms should pay close attention to the 
fair and equitable treatment of vulnerable 
customers. Front line staff need to be 
upskilled in the identification and treatment 
of people in such circumstances, but this 
is not always easy. 

Vulnerable customers can present in 
many different ways; it could be a physical 
vulnerability, but it could also be the 
result of mental health, or financial issues 
(unemployment, indebtedness), a life 
stage (the period following bereavement 
or divorce) or indeed cultural barriers (not 
speaking English, for example). 

Firms, in general, need to look to 
regulators, experts in the field and into 
the large library of customer vulnerable 
information, and use this knowledge to do 
more for people in such circumstances. 

A CULTURAL SHIFT NEEDS TO OCCUR

Above all, there needs to be a cultural 
shift in the way complaints are perceived 
by employees and senior managers if 
they are to begin seeing their complaints 
department as the potential ‘profit centre’ 
it is going forward. 

The key challenge facing firms now is not 
only understanding and ensuring good 
customer outcomes, but continuing to 
keep up with rapidly changing customer 
expectations. In a digital world, customers 
expect quick responses. At the same time, 
however, they also want the empathy and 
understanding the human touch brings. 

Striking a balance, and achieving 
complaints excellence in general, 
may be a challenge for many, 
but those that achieve it 
will see the investment 
made paid back in 
full by happy, loyal 
customers.

MORE THAN JUST A REGULATORY 
BENCHMARK

Ensuring regulatory compliance is 
obviously an important part of the 
complaints process. But, as you’ll no 
doubt realise, achieving compliance 
should be seen as a minimum standard, 
not an end goal. 

In this increasingly competitive 
world, delivering excellent customer 
experience is just as crucial as achieving 
compliance. It really is what sets firms 
apart. It’s very unlikely a firm failing to 
achieve compliance is delivering a good 
experience, anyway. 

As switching providers becomes easier and 
more commonplace, the value of creating 
customer advocates increases. It’s very 
common for friends and colleagues to 
share their bad experiences in dealing with 
their service providers, so there’s obviously 
incentive there to stop people receiving 
poor experiences in the first place. 

On the flip side, when someone shares a 
good experience there is a weight behind 
it that firms shouldn’t underestimate. 
In fact, according to the Complaints 
Outlook, around half of people who hear 
about positive complaints experiences 
will go onto become customers of the 
firm in question.

A DISCONNECT IN CUSTOMER AND 
PROVIDER PERCEPTION 

Yet there is still some way to go for  
many firms when it comes to 
encouraging this advocacy. 

One of the key findings in the Complaints 
Outlook was the scale of the divide 

between firms’ understanding of how 
well they’re handling complaints and 

what customers actually think of 
their complaints experience. 

60% of financial services 
firms believe their 

customers are 
satisfied with their 

A PERCEPTION GAP
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(excluding banks) with 10k or more 
regulated mortgages outstanding and all 
Client Assets Sourcebook (CASS) firms. 
There are approximately 350 firms in  
this category. 

The category dictates the provider’s 
required action. There are a number of 
additional elements that enhanced firms 
will need to implement. All firms, however, 
will need to decide which individuals will 
fall under the senior management and 
certification functions.

The FCA has indicated that current 
Approved Persons will be able to 
‘grandfather’ across into the SM functions 
and have suggested that Approved 
Persons should be reviewed and validated 
now, removing the need to make 
additional applications once SM&CR  
is implemented.

SM&CR REQUIREMENTS

Each of the SM functions will require a 
‘statement of responsibility’. For this, the 
FCA has produced a template document 
setting out roles and responsibilities. 
These must be submitted to the FCA 
when applying for an SM function to 
be approved (or converted from an 
Approved Person). 

These Statements of Responsibility must 
be kept up to date and resubmitted to 
the FCA whenever there is a significant 
change to a SM’s responsibilities. 

In addition to the requirement ‘statement 
of responsibilities’, the FCA has mandated 
a number of prescribed responsibilities. 
These ‘prescribed responsibilities’ must 
be allocated to one or more of the SM 
functions to ensure accountability, but 
one SM can be responsible for more  
than one. 

The prescribed responsibilities are:

• performance by the firm of its 
obligations under the senior 
management regime, including 
implementation and oversight

• performance by the firm of its 
obligations under the certification rules

• performance by the firm of its 
obligations in respect of notifications/
training of the conduct rules

• responsibility for the firm’s policies 
and procedures for countering the risk 
that the firm might be used to further 
financial crime

• responsibility for the firm’s compliance 
with CASS (if applicable).

Under SM&CR, firms are required to assess 
individuals in SM and certification functions 
to confirm that they are fit for their roles. 
In addition, the FCA suggests that firms 

Following the banking crisis in 2008, the 
Parliamentary Commission for Banking 
Standards (PCBS) recommended the 
creation of a new framework focused 
on increasing senior management 
accountability. Based on this 
recommendation, Parliament passed 
legislation in December 2013 that 
prompted the primary regulators of the 
financial services sector, the Financial 
Conduct Authority (FCA) and Prudential 
Regulation Authority (PRA), to implement 
a Senior Management and Certification 
Regime (SM&CR).

When this legislation passed, the Approved 
Persons (AP) Regime had already been in 
place for several years. It was designed to 
ensure that providers of financial services 
had directors who could manage their 
businesses with integrity and honesty 
and had the necessary skillset to ensure 
consumer protection. 

What the Approved Persons Regime 
did not do was hold other employees 
to account, particularly those who held 
Senior Management (SM) or Significant 
Harm (SH) functions.

As such, the SM&CR was created to 
ensure accountability at all levels 

within regulated firms. In order to 
achieve this a number of new 

areas were created, including:

• specific senior 
management functions 

for firms operating 
within the financial 

services sector

should assess any non-executive directors 
who are not senior managers.

The FCA is proposing a simple roll out 
of the existing rules to authorised firms, 
which are expected to determine their 
own strategy for assessing competence. 
This means that firms will need to 
consider how best they can assess the 
qualifications, training and personal 
characteristics of an individual for any 
senior manager or certification role that 
they are performing. 

As part of this process, there is a new 
requirement for firms to perform criminal 
record checks on each senior manager 
applying for approval.

As previously referenced, SM&CR 
introduces regulatory references for all 
SM&CR functions.

Firms will be required to obtain references 
from previous employers on all SM, CR 
and non-exec directors for a period of six 
years. There is also an obligation on the 
previous employer to provide references 
if any significant new information comes 
to light.

If a reference is requested, the previous 
employer must disclose whether:

• the candidate ever breached a conduct 
rule

• a description of the basis and outcome 
of disciplinary action in relation to any 
breaches

• any other information that is relevant 
to assessing whether someone is fit for 
their role.

A key consideration here is how firms 
log, monitor and manage this flow of 
information.

CONDUCT RULES

Two tiers of conduct rules have been 
introduced. Tier 1 rules are intended to 
cover all employees and Tier 2 are specific 
rules for individuals in an SM function.

Individual conduct/Tier 1 rules

1. You must act with integrity. 

2. You must act with due skill, care and 
diligence.

3. You must be open and co-operative 
with the FCA, PRA and other regulators.

4. (FCA only) You must pay due regard to 
customers and treat them fairly. 

5. (FCA only) You must observe proper 
standards of market conduct.

Senior Manager/Tier 2 conduct rules

1. You must take reasonable steps to 
ensure that the business of the firm for 
which you are responsible is controlled 
effectively.

2. You must take reasonable steps to 
ensure that the business of the firm for 
which you are responsible complies 
with the relevant requirements and 
standards of the regulatory system.

3. You must take reasonable steps to 
ensure that any delegation of your 
responsibilities is to an appropriate 
person and that you oversee the 
discharge of the delegated responsibility 
effectively.

4. You must disclose appropriately any 
information of which the FCA or PRA 
would reasonably expect notice.

In order to ensure understanding of these 
conduct rules and individual requirements, 
firms are obligated to ensure that full staff 
training is performed.

Finally, under the SM&CR, firms are 
required to report any disciplinary action 
taken against a person for any breach 
of the conduct rules to the FCA. For 
senior managers this notification must be 
within seven business days. For all other 
individuals notification should be made 
annually. This notification requirement 
does not affect firms’ existing obligation 
under Principle 11. 

A common misconception is that if a 
financially regulated firm is outsourcing 
processes, these updated rules apply only 
to the outsourcing partner. This is not the 
case, all financially regulated firms must 
implement the SM&CR, even if all their 
financial products are managed externally. 

Despite this, regulated firms working 
with best of breed outsourced service 
providers remain at an advantage, as these 
companies will provide guidance and 
support throughout the process. 

NEXT STEPS

By 9 December 2019, all firms should have 
identified all their SM and CR individuals 
and ensured that these individuals are 
appropriately trained on the requirements, 
in particular the conduct rules and 
prescribed responsibilities.

By 9 December 2020, all other employees 
should have received training and be  
aware of their obligations under the  
Tier 1 conduct rules, and assessments 
should have been conducted on the senior 
management and certification functions.

Although there is much to consider, this 
is a positive and significant step in 
ensuring enhanced accountability 
for the financial services market 
and, following successful 
implementation within the 
banking sector, is expected 
to strengthen firms and 
protect consumers.

• a requirement that senior management 
and significant harm functions are 
certified on an annual basis

• a set of conduct rules for all employees 
(with the exception of some ancillary 
staff)

• a prescribed set of responsibilities that 
SM functions must take ownership of

• a requirement to provide six years’ worth 
of regulatory references for individuals 
operating in SM and CR functions that 
detail any issues or disciplinary action 
taken

• a ‘statement of responsibilities’ for 
all SM functions, which details the 
specific areas of the business they are 
accountable for.

Following further changes to legislation 
made by Parliament in May 2016, the 
SM&CR has now been extended to all 
Financial Services and Markets Authority 
(FSMA) authorised firms.

In December 2018 SM&CR replaced 
the Approved Persons regime for dual 
regulated insurers (those regulated by both 
the PRA and FCA). Further to this, from the 
9 December 2019, all regulated financial 
firms must comply with the SM&CR.

WHAT DO FIRMS NEED TO DO TO 
PREPARE?

There are a number of steps firms need to 
take in order to ensure they are ready for 
the implementation date set by the FCA.

First, firms must identify which of three 
categories they fall into:

Limited Scope - accounts for businesses 
that provide financial services but not 
as their main operation e.g. sole traders, 
oil market participants and service 
companies. There are approximately  
33k firms in this category. 

Core - is for firms that sell financial 
services as their main operation. There are 

approximately 14k firms in this category. 

Enhanced - applies to firms which, 
due to their size, complexity and 

possible impact on consumers, 
are subject to additional 

regulatory requirements. 
This includes firms who 

manage assets of £50 
billion or more, 

mortgage lenders 

REASONABLE STEPS
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THE PAYMENTS 
HORIZON 2020

modern payment technologies have the 
potential to be ‘a silver bullet’, providing 
the competitive advantage they’re looking 
for, reducing risk, cost and friction, while 
using deeper data to pin-point new 
margins and better customer interactions.

A great example of this is disputes 
(previously known as chargebacks), the 
bane of many merchants lives, especially 
those in the complex world of consumer 
finance. Merchants battle to connect 
the dispute to its original transaction, 
and often it’s simpler to write off the 
transaction rather than bear the cost of 
its resolution. As a result, instead of being 
black-listed, bad payers can carry on 
unnoticed. Payments technology has now 
enabled automatic dispute management. 
Each dispute can be linked to its 
associated transactional data, and with 
one simple click they can be proactively 
and accurately managed. Merchants no 
longer have to carry these costs, and lost 
disputes can become a thing of the past.

Today’s payment technologies can also 
enable perfect reconciliation, a huge cost 
and time saver. For most companies this 
is simply unheard of, and they’ve learned 
to be content with inaccurate, imperfectly 
reconciled balance sheets, never 
completely sure how much has seeped 
out along the payments life-cycle, or 
having their finger on the pulse of what’s 
really happening in their businesses. 
However, next generation payment 
providers can reconcile to the penny. This 
removes the need for time-consuming 
reconciliation from multiple sources, 
saving back-office time, and reduces the 
burden of reporting, compliance and 
testing. In fact, it turns the process into 
a transparent intelligent tool that can be 
used to make critical business decisions.

Many e-merchants are well aware of 
buyers abandoning their shopping 
cart when they reach the payments 
page, often because its different visual 
appearance signals suspicious activity 
to shoppers who are looking for 
environments secure enough to hand 
over their credit card details. Payment 
Services Directive 2 (PSD2) and Secure 
Customer Authentication (SCA) regulation 
is exacerbating this problem, effectively 
putting your customer experience into 
the hands of the incumbent banking 
players, a scary prospect. However, today 
the right payment provider will allow 
the merchant to ‘own’ the complete 
user experience. This ensures that its 

There is untapped value in your business…
but it’s not where you expect it to be.

Today more than ever before, businesses 
need to look to new places to unlock 
revenues and margin. Finding that 
competitive edge just gets harder.  
The more efficient the business is, 
the more it has to search for small 
incremental improvements to processes, 
people and systems. Today’s business 
can be likened to Formula One racing 
teams, always making minor tweaks and 
improvements because they understand 
that the sum total of all the small 
changes can provide the difference 
between winning and losing.

Economists say that competition is an 
essential force in maintaining productive 
and efficient markets. We see competitive 
behaviour in politics, foreign relations, 
sport and even in the human quest for 
love. For most people, there is something 
inexplicably compelling about the nature 
of competition, and some scholars argue 
that competitiveness is a biological trait 
that co-evolved with the basic need for 
human survival.

Nowhere is this more apparent than 
in the cut-throat world of business. 

Organisations today do everything in 
their power to optimise performance 

and profits. Our desire to win 
compels us to optimise 

processes, squeeze supply 
chains, use technology 

and any other tools we 
have to build more 

efficient, effective 
organisations. 

design identically matches the rest of 
the e-commerce environment, providing 
reassurance to shoppers that this is a 
seamless continuation of their shopping 
journey and is safe and secure, limiting 
the risk of transaction abandonment.

Using the right technology, payments 
can even be integrated into a merchant’s 
Customer Relationship Management 
(CRM) system which means that the 
entire payments lifecycle can be 
automated, reducing the need for the 
payments team to be scaled as the 
business grows.

Some payments processers have also 
begun to focus on individual sectors. 
Payments products are being built 
specifically for the unique needs of 
the consumer finance industry, using 
technology to improve authorisation 
rates, remove customer friction, reduce 
costs and customer service challenges. 
Collections are the life blood of a 
consumer finance business and payment 
solutions are critical to sustained 
profitability and its ultimate success. 
Understanding the sector needs is key to 
building out new products and solutions 
that enable the business to grow and 
extract value. New solutions like account 
updater, which automatically updates 
the customer’s card details and the 
resulting token to reduce friction with the 
customer, or instant settlement, a product 
that helps lenders lend more often by 
forward financing their transaction traffic. 
Does your current payment provider help 
you do better business and understand 
your unique needs? 

A recent success story saw a consumer 
finance merchant migrating to a new 
payment solution using a system 
which is configured specifically for the 
consumer finance industry. Payments 
were integrated into the merchant’s CRM 
system and resulted in a 9% increase 
in conversions and 13% increase in 
collections compared to their previous 
gateway. The results were game changing 
for the merchant, catapulting them ahead 
of the competition. 

Another example is the custom build of 
an Application Programming Interface 
(API) to add faster payments to a 
customer’s platform for the pay-out 
of loans without the need for batch 
processing or manual pay-outs, enabling 
the customer to lend faster, save time and 
reduce costly errors. These new services 
provide new sources of opportunity for 

merchants to increase the gap between 
themselves and the competition.

These changes have resulted from the 
payments industry going through its own 
disruption, where regulation and near 
constant technology changes are putting 
pressure on them to evolve. Regulations 
like PSD2 (and open banking) and General 
Data Protection Regulation, coupled 
with advancing technology such as 
Artificial Intelligence and robotic advice 
are driving traditional players towards 
marketplace banking. This is pushing 
payments providers to make a choice 
between being a value-added service 
provider to customers, or simply being 
the connection point between customers 
and third-party providers. Their choice 
will depend largely on how quickly they 
adjust to these conditions and their ability 
to innovate in response. For those that 
do, the secret to success will be a sincere 
interest in third parties and taking a fresh 
look, not only at their marketing models, 
but more importantly their operating 
models and senior management teams. 
Traditional incumbents, after all, are not 
as agile as challenger banks and fintechs, 
caught up in legacy technology and 
bureaucracy, it will not be a surprise 
that today’s incumbents may not be 
tomorrow’s leaders.

For those not developing every day 
and modernising at scale, their days 
are numbered. This is especially true 
given that players such as Google, IBM, 
Apple, Samsung and Microsoft are all 
exploring the introduction of their own 
payment platforms, establishing trust by 
utilising their mega brands and their deep 
understanding of ecosystems, user needs 
and subscription revenue models. 

SO, WHAT DOES THIS ALL MEAN?

With the boardroom conversation shifting 
to find better ways of understanding 
customers and challenging current 
operating models, payments provide an 
opportunity to grow your bottom line. 
Payments remain the lifeblood of any 
business, and the good news is there 
is a journey of discovery which is 
lined with gold nuggets scattered 
throughout the ecosystem of 
transactional data. You just 
need to know where to 
look and to have the 
right team to help you 
unlock it.

The modern CEO is in a world of change, 
having to challenge every small aspect 
of their business, opening their business 
models to customers and developers, 
really listening to their feedback and 
adopting these changes with a view of 
‘try and if you fail, fail quickly, get up and 
try again’. Every part of the business is 
up for grabs, breaking tradition, inventing 
new models and partnerships, squeezing 
out every last drop of opportunity, these 
are the changes needed to remain ahead 
of the competition.

Yet, despite our quest to maximise 
organisations competitive advantage, 
there is one hidden opportunity that 
remains largely untapped: payments. 
Today’s CEO’s still see payments as a 
necessary evil, an annoying cost of doing 
business. And yet every CFO worth their 
salt, will tell you that payments (and the 
underlying transactions) are the single 
source of truth in doing business. Lost 
in layers of old legacy technology is a 
treasure trove of transactional data that 
unlocks value for any organisation. 

The truth is that payments have 
historically been seen as an administrative 
back office function, left to the finance 
department whose role is to match 
payables with receivables, and manage 
payments, reconciliation and disputes.  
A task which is largely handled manually, 
where as a business scales, the payments 
department grows with it to manage 
the increased numbers of transactions. 
In complex industries like consumer 
finance, a level of imperfect reconciliation 
is ‘normal’, disputes are ‘a cost of doing 
business’, and the payments department 
is simply seen as a necessary cost centre 
that is required to manage this, and not 
worthy of much attention. 

People often say that the phrase ‘this 
is how we’ve always done it’ contains 
the seven most expensive words in 
business. In the case of payments, that’s 
especially true, and it’s the reason that 

merchants continue to use legacy 
payment providers. Some of the 

more forward-thinking players see 
the opportunity to automate 

certain payment functions, 
reducing staffing 

requirements and saving 
costs. However, few 

have realised that 
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ON THE ROAD TO 
CHANGE: THE FCA’S 

REVIEW OF THE 
MOTOR FINANCE 

MARKET

LENDERS NEED 
TO INCREASE 

THEIR FOCUS ON 
‘WEEDING OUT’ 

ANY IRRESPONSIBLE 
BROKERS

It’s important that firms start having these 
difficult conversations now rather than risk 
regulatory intervention in the future.

AFFORDABILITY ASSESSMENTS

The FCA also raised issues around 
affordability assessments, specifically firms’ 
ability to assess and record customers’ 
creditworthiness. It found that some firms 
focused more heavily on the credit risk 
to the lender than on what the borrower 
could afford to repay.

Under new rules published by the FCA 
in 2018 (CONC 5.2A), a number of 
considerations must be addressed before 
lenders are legally allowed to enter into 
a credit agreement with a customer, 
including the risk that the customer will 
not be able to make repayments. Factors 
that may help to determine affordability 
include:

• the customer’s sole or joint income, 
including from savings or assets

• whether the customer has to borrow to 
meet the repayments

• whether the customer will fail to make 
any other repayments because of a new 
agreement

• whether the repayments will have 
a significant adverse impact on the 
customer’s financial situation.

Firms looking to stay on the right side 
of the regulator should be evaluating 
their own procedures to ensure they 
truly reflect their customers’ risk and 
affordability status. This is especially 
important in circumstances where a 
customer is considered vulnerable, as  
the ramifications for late or non-payment 
are likely to impact them more severely. 

It’s important to note, however, that 
‘vulnerability’ has a broad definition, 
including those with life-long physical 
conditions and disability, as well as those 
impacted by temporary life events such as 
divorce, redundancy or bereavement. 

With regulatory scrutiny in this area 
increasing, lenders must make it a priority 
to ensure customers in vulnerable 
circumstances are dealt with appropriately 
and sensitively. Front-line staff, for 
example, should receive specialist training 
to help them better identify and support 
vulnerable groups. Developing a robust 
vulnerable customer framework should be 
a major and immediate consideration for 
any firm wanting to build a responsible, 
customer-first business.

CALL FOR GREATER TRANSPARENCY

The results of the FCA’s ‘mystery shopper’ 
exercise saw the regulator raise a number 
of concerns in relation to pre-contractual 

The UK has a large and active motor 
finance market, reported to be worth 
over £34bn in 2017. Considering its size, 
it is perhaps no surprise that the Financial 
Conduct Authority (FCA) decided to carry 
out a review of the market, assessing how 
motor finance products were being used, 
the sales processes employed by firms and 
whether the products could cause harm 
to consumers. 

The FCA’s final report was published in 
March this year, with the investigation 
drawing attention to some grave 

concerns, particularly around 
commission arrangements and 

affordability assessments. On top 
of this, the FCA has called for 

greater transparency and lender 
controls, in order to ensure 

firms are delivering better 
customer outcomes. 

Firms that get this 
right straight off 

the bat will find 
themselves 

disclosure and explanations. It claimed 
that these were either not made early 
enough in the process, were incomplete 
or were otherwise difficult to understand. 
The FCA concluded that customers are 
not being given enough detail with which 
to make informed decisions, something 
that goes against its own guidance on 
reasonable care.

As a result, the regulator is cracking down 
on brokers who do not meet the basic 
requirements of the Consumer Credit 
Sourcebook, such as the disclosure 
of any commission or other financial 
arrangements with a lender. Any 
disclosure should be clear and readily 
comprehensible. Brokers must also be 
prepared to disclose the amount (or likely 
amount) of any commission upon request.

To ensure they remain compliant, firms 
should be reviewing their degree of 
transparency with customers, and that 
of the individual brokers who sell their 
products. As a starting point, firms must 
consider whether information, including 
details around commissions, is being given 
early enough and clearly enough when 
talking to potential customers. 

Firms should be aiming to meet industry 
best practice and ensure that they are 
delivering the best possible outcomes for 
customers.

LENDER CONTROLS

Despite lenders’ claims that they have 
broadly reasonable controls in place to 
monitor their brokers’ compliance, the 
FCA has doubts over whether, and to what 
extent, these controls are currently being 
implemented. 

The FCA expects lenders to review their 
systems and controls to reduce the risk 
of consumer harm, however the best 
firms will already have oversight of the 
performance of their brokers. They will 
also make this a standing item at various 
risk, conduct and oversight committees 
within their own risk frameworks, to 
ensure that the issue is getting the 
attention it deserves. 

The precautions firms take are down to 
the individual business. However, some 
lenders also follow up directly with 
customers to verify that key information 
has been provided and explained to 
them as well as to determine whether 
customers understand their contractual 
obligations. To this effect, lenders need 
to increase their focus on ‘weeding out’ 
any irresponsible brokers who may cause 
further problems down the line.

Brokers should expect to report a range 
of information in future, such as the 
percentage of applications denied, 

percentage of loans sold with insurance 
or warranties, sales volumes (actual vs 
expected), and complaints data by location 
and individual. 

HOW SHOULD FIRMS PROCEED  
FROM HERE?

There are a number of specific issues firms 
should be assessing and reviewing across 
each of the four key areas identified. We 
recommend a broad framework of ‘assess, 
assure and act’ for guiding any action in 
this space. 

Assess – Collate a dashboard of key risk 
indicators (KRIs) for intermediaries and 
consider what action is most appropriate 
once completed. For example, this could 
be a field visit, an ad-hoc (focused) visit, a 
sector review, or even a mystery shopping 
exercise.

Assure – Conduct relevant field visits 
with a risk-based approach. These should 
include documented review of items such 
as business performance, governance, 
regulatory checks, evidence of fair 
outcomes for customers, affordability 
assessments, complaints handling, 
treatment of vulnerable customers and 
record keeping.

Act – If these activities reveal or confirm 
issues, then prompt action should be 
taken. Remedial actions should be 
agreed, results and issues tracked on 
an ongoing basis, and consequence 
management brought into the picture if 
no improvement is seen.

As a result of increased market scrutiny, all 
firms operating within the motor finance 
industry should be implementing a robust 
programme of third-party oversight and 
looking at how they can improve their 
operating models. The FCA is likely to 
propose more regulation in future 
to restrict certain behaviours and 
encourage more responsible 
lending. With this in mind, 
lenders need to get ahead of 
the issues now so that they 
can evidence a more 
customer-centric 
culture in future.

in an advantageous position, especially 
considering the regulator has said 
that, where necessary, it may consider 
supervisory or enforcement action. It 
may also ask individual firms to provide 
progress reports on how they are 
addressing these issues. 

COMMISSION ARRANGEMENTS

The widespread use of certain 
commission models was identified in 
the report as the most immediate risk 
to consumers. The regulator expressed 
‘serious concerns’ about the way some 
lenders are choosing to reward car 
retailers and other credit brokers. 

For example, it discovered that the 
widespread use of the ‘increasing 
difference in charges’ (DiC) commission 
model, allowing brokers discretion to 
set interest rates, has created conflicts 
of interest that are not being adequately 
controlled. Specifically, by linking their 
commission to the customer interest rate, 
brokers are incentivised to charge higher 
prices to customers so that they can take 
home better earnings for themselves. 

The FCA found that consumers could 
be over-paying a combined £300 million 
per year for their motor finance products 
because of these arrangements. In a 
typical agreement of £10,000, a customer 
being charged as part of a DiC model 
could end up paying £1,100 more over a 
four-year term than they would under a 
different model.

The regulator has already started weighing 
up its options for policy intervention, 
which could include a blanket ban  
on commission models such as DiC,  
most likely in favour of single fixed/flat  
fee arrangements. To ensure they’re 
operating responsibly, firms should start 
undertaking a thorough review of their 
existing commission arrangements and  
ask themselves the following questions:

• how transparent are brokers being in 
disclosing commission arrangements  
to customers? 

• are customers entirely aware of the 
interest they will be paying? 

• how does the commission 
vary and how could this 

influence the product  
the customer is  

steered towards? 
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FINANCIAL CONDUCT 
AUTHORITY AND 
PRACTITIONER PANEL 
PRESENT FINDINGS FROM 
2019 JOINT SURVEY

A report issued by the Financial 
Conduct Authority (FCA) and 
the Practitioner Panel presents 
findings from its joint survey 
of FCA-regulated firms. The 
survey sought feedback on 
how well the FCA is attaining 
its operational objectives. The 
survey revealed key areas for 
improvement, in particular:

• information requests:  
we need to ensure the costs 
of providing information 
imposed on firms are 
proportionate to the 
benefits achieved. There 
was a substantial increase 
in the proportion of fixed 
firms who said the number 
of information requests 
are greater than seems 
necessary. This is an issue 
both the Practitioner Panel 
and the Smaller Business 
Practitioner Panel have 
raised, highlighting both the 
volume of requests and these 
associated costs to firms

• trust in supervision: flexible 
firms have overall higher 
satisfaction scores than fixed 
firms, but they are less likely 
to agree that our staff have 
sufficient experience and are 
appropriately qualified. Since 
carrying out the survey, we 
have clarified our approach 
to supervision and will 
evaluate the impact of this 
work and any changes to 
firm views in the next survey.

in your face
ICO JOINS CALL FOR 
OPENNESS ON LIBRA 
DIGITAL CURRENCY…

Facebook has revealed plans 
for a new global currency 
backed by assets and 
supported by more than two 
dozen companies, ranging 
from Visa and Mastercard to 
Spotify. Bringing the heft of the 
worlds’ largest social network 
to efforts to transform financial 
services,

The Information 
Commissioner’s Office 
has joined data protection 
authorities from around the 
world in calling for more 
openness about the proposed 
Libra digital currency and 
infrastructure. A statement 
to Facebook and 28 other 
companies behind the project 
asks them to provide details of 
how customers’ personal data 
will be processed in line with 
data protection laws. 

Information Commissioner 
Elizabeth Denham said:

“The ambition and scope 
of the Libra project has the 
potential to change the online 
payment landscape, and to 
offer benefits to consumers. 
But that ambition must work in 
tandem with people’s privacy 
expectations and rights.

“Facebook’s involvement is 
particularly significant, as there 
is the potential to combine 
Facebook’s vast reserves of 
personal information with 
financial information and 
cryptocurrency, amplifying 
privacy concerns about the 
network’s design and data 
sharing arrangements.

“We know that the Libra 
Network has already opened 
dialogue with many financial 
regulators on how it intends to 
comply with financial services 
product rules. However, given 
the rapid plans for Libra and 
Calibra, we are concerned that 
there is little detail available 
about the information handling 
practices that will be in place 
to secure and protect personal 
information.”

a steady ship?
FCA ANNOUNCES 
EXTENSION TO ITS USE 
OF THE TEMPORARY 
TRANSITIONAL POWER

The Financial Conduct 
Authority (FCA) confirmed it 
intends to extend the proposed 
duration of the directions 
issued under the temporary 
transitional power to the 31 
December 2020. This is to 
reflect the extension of Article 
50. Other than the additional 
time the FCA’s approach 
remains unchanged.

The temporary transitional 
power is intended to minimise 
disruption for firms and 
other regulated entities if the 
UK leaves the EU without 
a withdrawal agreement. 
Under the power firms do not 
generally need to prepare now 
to meet the changes to their 
UK regulatory obligations that 
are connected to Brexit. 

Nausicaa Delfas, executive 
director of international 
at the Financial Conduct 
Authority, said: ‘The temporary 
transitional power is a key part 
of our contingency planning if 
the UK leaves the EU without 
an agreement. This extension 
should give firms and other 
regulated persons the time 
they need to phase in any 
regulatory changes they may 
need to make as a result of 
‘onshored’ EU legislation. The 
power will provide certainty, 
ensure continuity and reduce 
the risk of disruption.

The FCA expects firms to 
use the additional time 
between now and the end of 
October to prepare to meet 
these obligations. If firms 
are not ready to meet these 
obligations in full, we will 
expect to see evidence of why 
this was not possible.

GENERAL DATA 
PROTECTION SHOWS 
RESULTS, BUT WORK NEEDS 
TO CONTINUE

Just over one year after the 
entry into application of the 
General Data Protection 
Regulation (GDPR), the 
European Commission has 
published a report looking 
at the impact of the EU 
data protection rules, and 
how implementation can 
be improved further. The 
report concludes that most 
member states have set up the 
necessary legal framework, 
and that the new system 
strengthening the enforcement 
of the data protection rules is 
falling into place. 

Businesses are developing 
a compliance culture, while 
citizens are becoming more 
aware of their rights. At the 
same time, convergence 
towards high data protection 
standards is progressing at 
international level.

The GDPR has made EU 
citizens increasingly aware 
of data protection rules and 
of their rights, as indicated 
by a Eurobarometer survey 
published in May 2019. 
However, only 20% of 
Europeans know which 
public authority is responsible 
for protecting their data. 
This is why the European 
Commission has launched 
this summer a new campaign 
to encourage Europeans 
to read privacy statements 
and to optimise their privacy 
settings. While the new data 
protection rules have achieved 
many of their objectives, the 
Commission’s communication 
also sets out concrete steps to 
further strengthen these rules 
and their application.

In line with GDPR, the 
Commission will report on 
its implementation in 2020 
to assess the progress made 
after two years of application 
including on the review of the 
11 adequacy decisions adopted 
under the 1995 Directive.

CLAIMS MANAGEMENT 
COMPANIES MUST RAISE 
ADVERTISING STANDARDS, 
SAYS FCA

Claims management 
companies (CMCs) must 
do more to ensure their 
promotions do not mislead 
potential customers according 
to the Financial Conduct 
Authority (FCA). Since the FCA 
took over regulation of CMCs 
on 1 April 2019 it has reviewed 
over 200 CMC adverts in 
various media and found 
widespread poor-practice  
in CMCs.

The FCA has introduced a 
number of new rules in relation 
to financial promotions issued 
by CMCs to ensure that 
CMCs provide information to 
consumers that is fair, clear 
and not misleading. These rules 
require CMC firms to:

• identify themselves as 
a claims management 
company

• prominently state if a claim 
can be made to a statutory 
ombudsman/compensation 
scheme without using a CMC 
and without incurring a fee

• include prominent 
information relating to fees 
and termination fees which 
the customer may have to 
pay if a firm uses the term ‘no 
win, no fee’ or a term with 
similar meaning.

These rules are designed to 
help consumers make an 
informed choice whether to 
use the services of a CMC.

Jonathan Davidson, executive 
director of supervision, 
retail and authorisations at 
the FCA, said: “Many CMCs 
play a significant role in 
helping consumers to secure 
compensation. But CMCs 
using misleading, unclear and 
unfair advertising practices 
to get business is completely 
unacceptable. We won’t 
hesitate to take action where 
we consider that customers 
are being misled or otherwise 
treated unfairly by poor 
advertising.

“Firms should also understand 
that we will take their 
compliance with our rules 
on financial promotions into 
account when considering 
applications for full 
authorisation.”

slippery fish?
19 INVESTIGATIONS BRING 
JUST ONE ENFORCEMENT 
UNDER NEW SMCR RULES

In December this year, the 
reach of the Senior Managers 
and Certification Regime 
(SM&CR) will extend across all 
FCA regulated firms.

Despite the Financial Conduct 
Authority (FCA) pursuing 
19 investigations under the 
SM&CR, to date there has 
been only one successful 
enforcement action, research 
from Bovill shows.

The findings come two and a 
half years after the regulation’s 
introduction, which aims to 
bring culpable senior individuals 
in financial services to account 
for misconduct.

Bovill says that, despite the 
regulator’s desire to show 
the effectiveness of SM&CR, 
punishments are proving 
difficult to enforce under the 
new rules.

The Freedom of Information 
Request reveals that 19 
companies had been 
investigated. Of these, ten 
investigations had been 
completed by the FCA, and 
nine firms remained under 
investigation. So far, just one 
individual has been censured. 
The SM&CR, introduced in 
March 2016, currently applies 
to banks, building societies, 
credit unions and insurers.

In December this year, the 
reach of the SM&CR will 
extend across all FCA regulated 
firms. This will mean the new 
rules will cover more individual 
senior managers, a large 
number of whom will work 
within small and medium  
sized financial services  
firms. This, Bovill believes,  
is where the regulator will  
land enforcement action.

extra time?
FCA DEAR CEO LETTER 
ON APPROACH TO SCA 
DEADLINE UNDER PSD2

The Financial Conduct 
Authority (FCA) has published 
a ‘Dear CEO’ letter setting 
out its approach to giving the 
payments and e-commerce 
industry extra time beyond the 
14 September 2019 deadline to 
implement Strong Customer 
Authentication (SCA) under 
PSD2. While the FCA explains 
that it cannot alter the legal 
deadline for complying with 
the SCA requirements, it will 
not take enforcement action 
against firms simply because 
they have not met the relevant 
requirements for SCA by  
14 September. 

This decision, the FCA explains, 
is limited to the application 
of SCA to card-not-present 
e-commerce transactions 
where there is evidence that 
firms have taken steps to 
comply with the plan agreed 
with UK Finance to deliver SCA 
by 14 March 2021. Failure to 
comply after this date will be 
subject to full FCA supervisory 
and enforcement action.

fenced in
TREASURY COMMITTEE 
REPORTS ON REGULATORY 
PERIMETER

The Treasury Committee has 
published a report on the 
regulatory perimeter of the 
Financial Conduct Authority 
(FCA), in which it expresses 
concern about the complexity 
of the perimeter and the 
grey area at its edge. The 
report, which follows on from 
the FCA’s Perimeter Report 
2018/19, focuses on the  
FCA’s powers at the perimeter, 
non-regulated activities carried 
out by regulated firms, the 
ability of the FCA to warn on 
consumer products outside 
the perimeter, the role of HM 
Treasury, the present system 
for changing the perimeter, 
and the information gathering 
powers of the FCA.

ticking 
over?

muddy 
waters

marks out 
of ten?
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FCA PUBLISHES 
ALTERNATIVES TO 
HIGH-COST CREDIT

The report sets out actions and 
recommendations to improve 
the availability and awareness of 
alternatives to high-cost credit.

The review of high-cost credit 
identified significant harm to 
consumers using high-cost 
credit, many of whom are 
vulnerable. As a result, the 
Financial Conduct Authority 
(FCA) are implementing  
wide-ranging reforms of the 
rent-to-own, catalogue credit 
and store cards, buy now pay 
later offers, home-collected 
credit and overdraft markets.

They have also looked at 
alternatives to high-cost 
credit, recognising that not all 
consumers will have access 
to mainstream credit, and that 
lower-cost and non-credit 
options may exist. 

An update on their approach
This report provides an 
update on the key issues they 
identified. FCA:

• examine the market 
for alternatives to high 
cost credit by looking at 
consumer demand and the 
availability of credit and  
non-credit alternatives

• set out the actions they 
have taken following the 
commitments they made 
in their high-cost credit 
publications of November 
and December 2018

• explain their and other 
organisations’ roles in 
supporting alternatives to 
high-cost credit. 

What they will do next
Where they can make a 
difference to the availability or 
awareness of alternatives, they 
will do so in the ways set out 
in the report. Taking account 
of their remit, they are not the 
most appropriate authority 
to address some of the 
challenges around alternatives 
to high-cost credit. In many 
instances, others can take the 
lead more effectively.

a fair wind
FCA LAUNCHES 
CONSULTATION 
GUIDING FIRMS ON THE 
FAIR TREATMENT OF 
VULNERABLE CUSTOMERS

The Financial Conduct 
Authority (FCA) has launched 
a consultation on proposed 
guidance for firms on the 
fair treatment of vulnerable 
customers.

The guidance sets out the 
FCA’s view of what the FCA 
Principles require of firms 
to ensure that vulnerable 
consumers are consistently 
treated fairly across financial 
services sectors. 

The FCA wants to see doing 
the right thing for vulnerable 
consumers deeply embedded 
in firms’ culture. Firms will 
need to think about what 
the guidance means for their 
business and customers, and 
how they are understanding 
and addressing the needs of 
vulnerable customers.

As part of the FCA’s priority to 
protect vulnerable consumers, 
it has been working extensively 
with stakeholders on this 
issue. Whilst many firms have 
made significant progress 
in how they treat vulnerable 
consumers, the FCA believes 
that there needs to be more 
consistency across financial 
services sectors. In some 
cases, firms are clearly failing 
to consider the needs of 
vulnerable consumers, leading 
to harm.

FCA PUBLISHES SM&CR 
BANKING STOCKTAKE 
RESULTS

The Financial Conduct 
Authority (FCA) has published 
the results of its review into 
the embedding of the Senior 
Managers and Certification 
Regime in the banking sector. 
The FCA aimed to understand, 
through the review, how 
SM&CR has been embedded 
into the banking sector over 
the three years since its 
introduction, though notes that 
this does not constitute a full 
post-implementation review, 
and that no policy changes 
will be made based on it. In 
the report, the FCA found that, 
in general, the industry has 
made a concerted effort to 
implement the regime, though 
notes the concerns of some 
non-executive directors that 
the regime expected too 
much of Boards. 

FCA comments:

“The Senior Managers and 
Certification Regime does not 
seek to redefine the roles of  
non-executives. In particular, we 
do not expect non-executives 
to act more like executive 
directors. Indeed, we see the 
oversight role of non-executive 
directors and their ability to 
challenge management as a 
key safeguard for the interests 
of firms’ stakeholders. However, 
especially in larger firms,  
the responsibilities of SMF  
non-executive directors will 
often be considerable.”

Some firms are placing a 
lot of importance on the 
Management Responsibilities 
Map and are using it beyond 
what it was originally  
created for.

Many senior managers 
expressed concern around 
understanding the meaning 
of ‘reasonable steps’ in the 
context of their business. They 
were reluctant to state what 
they believe good looks like 
and inclined to look to the 
regulators’ expectations, often 
seeing the answer as being 
further guidance from the FCA.

rule by rod
FINANCIAL OMBUDSMAN 
GETS TOUGH ON 
GUARANTOR LOAN FIRMS

The Financial Ombudsman 
has upheld four in every five 
complaints about guarantor 
loans in its latest financial 
quarter, showing a toughening 
stance towards the product.

The Ombudsman upheld 83% 
of complaints about the loans, 
which involve a family member 
or friend being liable to repay 
a debt if the borrower cannot. 
This was up from 32% last year.

Critics say the rate of interest 
on the loans is too high given 
that they are underwritten, 
and that they prevent those 
with poor credit histories from 
improving their situation.

The rate of upheld complaints 
was the highest of any of the 
financial products regulated by 
the Ombudsman in the April to 
June period, followed by 73% 
for instalment loans, a form 
of high interest credit, 67% for 
doorstep lending and 62% for 
payday loans and self-invested 
personal pensions.

Guarantor loans are in the 
spotlight because they are one 
of the fastest-growing parts of 
the consumer credit market. 
There are concerns that 
lenders are not properly taking 
account of whether the loan 
recipient can afford to repay 
the debt.

The Ombudsman dealt with 
141 new cases about guarantor 
loans during the period, up 
from an average of 132 a 
quarter last year. The number 
of cases about guarantor loans 
was relatively small compared 
with payday loans, at 4,601, 
and instalment loans, at 1,916.

Source: The Times

a fair deal
EXPAND CREDIT UNIONS AS 
ALTERNATIVE TO PAYDAY 
LENDERS, FCA URGES

The financial regulator is calling 
for a government review of 
credit union rules to give 
vulnerable consumers a viable 
alternative to payday lenders.

The Financial Conduct 
Authority (FCA) said looser laws 
would allow credit unions to 
offer a wider range of products 
and services to customers. 
It said the move could help 
higher risk customers who 
often turn to expensive payday 
loans to make ends meet.

More than 400 credit unions 
operate in the UK. The 
non-profit cooperatives are 
controlled by their two million 
members and traditionally 
specialise in loans and savings 
for the less well-off. They 
usually serve members who 
work or live locally and offer 
loans that start as low as 
£50. That is compared with 
commercial banks, who tend 
to offer loans no smaller than 
£2,000 and often reject high 
risk customers.

The FCA says the network 
could be a safer alternative for 
customers who fail to qualify 
for loans from mainstream 
lenders but need credit to pay 
for essential household goods. 
It is now up to the Treasury to 
launch a review of the legal 
restrictions on credit unions, 
the FCA said: “In the short-term 
at least, the capacity of credit 
unions to make credit available 
to a significant portion of high 
cost credit users is limited. 

“We believe that, in the longer 
term, to facilitate the growth 
of larger credit unions, HM 
Treasury should consider 
if there is value in a review 
of credit union and society 
legislation.”

BANKING STANDARDS 
BOARD PUBLISHES 
CONSUMER FRAMEWORK

The Banking Standards Board 
(BSB) has published a finalised 
version of the Consumer 
Framework on which it 
consulted between November 
2017 and January 2018. Entitled 
“Consumer Framework - What 
do good banking outcomes 
look like for consumers?”, the 
BSB’s finalised framework now 
consolidates into five principles 
the seven draft principles on 
which it originally consulted, 
to minimise overlap between 
the principles themselves, and 
to make the principles easier 
to use. The five principles are: 
access, clarity and transparency, 
safety and security. For each  
of the five principles, the 
BSB has published outcome 
statements and examples 
of what those outcomes 
might look like in practice to 
consumers. The BSB will be 
focusing in its ongoing work on 
how the principles can be used 
most effectively by firms.

shifting sands
BSA WARNS OF RISING 
COSTS UNDER PERVERSE 
FOS FUNDING STUCTURE

The Building Societies 
Association has published 
a critical response to the 
Financial Ombudsman Service’s 
new funding proposals, saying 
that: “perversely the proposed 
funding model would see 
greater cost falling on firms 
with fewer complaints”.

The BSA says the proposals 
will see costs for firms with 
fewer complaints soar, whilst 
firms with substantial volumes 
will see what they pay drop by 
around £70m a year because of 
complaints made against them.

At present the service is 85% 
funded by the fees paid by 
firms for each complaint that is 
elevated to them (£251 million) 
and 15% funded by a levy 
which is paid by all firms based 
on their market presence  
(£45 million). The levy has 
already increased by 87% 
in the last year, up from  
£24 million in 2018/19.

The new funding proposal is to 
split the costs 50/50 between 
case fees and the ‘all-firm’ levy.

The FOS forecasts that its total 
income will average just over 
£200m over the next four 
financial years. If the 50/50 
split is applied, this would 
mean case fees of around 
£100m a year paid by firms 
subject to complaints, about 
£70m a year lower than if the 
current 15/85 split was applied. 
This £70 million would instead 
be paid by all levy paying firms 
regardless of the number 
of complaints FOS received 
relating to them.

a work in 
progress

find a home
FCA ISSUES FINAL RULES ON 
EXTENSION OF SM&CR

The Financial Conduct 
Authority (FCA) has published 
final rules on the extension 
of the Senior Managers and 
Certification Regime (SM&CR) 
to FCA solo-regulated firms, 
including claims management 
companies (CMC). 

The SM&CR was introduced 
for banking firms in 2016 and 
insurers in December 2018. 
It will apply to solo-regulated 
firms from 9 December 
2019. This Policy Statement 
summarises the feedback 
received to CP19/4 published 
in January 2019, the FCA’s 
response to the feedback and 
sets out the final rules, which 
are relevant to all SM&CR firms, 
including CMCs. It also makes 
the FCA’s near-final rules on 
the extension of the SM&CR to 
FCA solo-regulated firms and 
CMCs and the rules on a new 
Directory final. 

These changes will affect all 
firms authorised and regulated 
under the Financial Services and 
Markets Act (FSMA), as well as 
European Economic Area (EEA) 
and third country branches. The 
requirements for solo-regulated 
firms depend on whether firms 
are classified as Limited Scope, 
Core or Enhanced. Banking 
firms and insurers can start 
submitting data on Directory 
Persons using the FCA’s  
online system Connect or the  
multi-entry facility from around 
September 2019. All other firms 
can start submitting data as of 
9 December 2019, following 
commencement of the SM&CR 
for solo-regulated firms. 

fair focus significant 
harm
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SMALL BUSINESS 
CONFIDENCE ON THE RISE 
AFTER TWO YEAR LOW 

Set against the warnings of a 
shrinking UK economy and  
full-blown recession, the 
nation’s small business 
community is holding strong, 
with an upturn in growth 
predictions across six industry 
sectors, according to new 
data from Hitachi Capital 
Business Finance. Overall, 
for the three months to 30 
September, around one in two 
small businesses (49%) will be 
holding their position, with 
twice the number predicting 
growth (35%) over contraction 
or decline (16%). Furthermore, 
there are signs that the fall 
in small business growth 
predictions noted during Q2, 
the first fall in 12 months,  
is already beginning to  
correct itself.

Sector analysis
• more sectors see a rise in 

confidence. In the finance 
and accounting sector, 
the percentage of small 
businesses predicting growth 
rose sharply from 33% to 48% 
in just three months. In legal 
services growth predictions 
have risen from 37% to 44% 
over the last six months

• predictions in manufacturing 
and construction continued 
to fall quarter-on-quarter, 
although, curiously for these 
sectors, the percentage of 
small businesses predicting 
contraction was also lower 
than many other sectors. 
Given the market context of 
low output in these sectors, 
the research suggests 
business owners are being 
cautious and focusing on 
holding firm

• transport and distribution 
emerged as the only sector 
where more small business 
owners now predict 
contraction rather  
than growth. 

NEARLY HALF OF SMES 
ARE STRUGGLING 
WITH CASHFLOW AS 
BREXIT BURDEN DRAINS 
RESOURCES 

Nearly half (44%) of the UK’s 
SMEs, equating to 2.5m 
businesses, are struggling with 
cashflow as they attempt to 
prepare for Brexit, according 
to the latest SME Confidence 
Tracker from Bibby Financial 
Services.

The report, which surveys one 
thousand business decision 
makers on a quarterly basis 
from across the UK, found 
that there has been a 6% rise 
(to 29%) in the number of 
SMEs actively using funding in 
the past quarter. 72% of SMEs 
are investing an average of 
£16,400 more than predicted 
at the end of Q1.

69% of SMEs are preparing 
to further invest in their 
businesses in Q3 as they 
attempt to protect themselves 
from any negative impacts of 
Brexit. While this does mark the 
end of five quarters of falling 
investment, it is not a return 
to historic levels last seen in 
Q4 2017 (80%).  

With half of the UK’s SMEs 
believing there will be a 
recession this year, they’ve 
turned to quick-fix forms of 
funding, with over a quarter 
(26%) of those needing finance 
making use of credit cards, 
bank overdrafts, and borrowing 
from family and friends.

Sharon Wiltshire, UK 
Commercial Director at 
Bibby Financial Services, 
said: “Ordinarily a rise in 
the number of companies 
investing in themselves 
would be a boon for the 
economy. But with increasing 
competition, rising materials 
costs and the broader 
economy stalling, businesses 
appear to be sourcing finance 
to cope with these challenging 
conditions rather than investing 
for growth.”

RISE IN CCJS AGAINST 
BUSINESSES

County Court Judgments 
(CCJ) against businesses in 
England and Wales rose 4% in 
the first half of 2019, according 
to figures released 24 July by 
Registry Trust. 

Year-on-year numbers have 
risen for the past three years 
and in the first half of 2019 are 
56% higher than 2016’s record 
low, for a first half-year, of 
42,091. 

The average value of an adverse 
business CCJ in the first six 
months of 2019 was £3,076, 
22% lower than in the first half 
of 2018. The median value at 
£1,012 was 2% lower.

The average value of a CCJ 
against companies fell by 25% 
compared to HY1 2018, to 
£3,120, though the median 
value dropped by 6% to £902. 

By contrast, in the first half 
of 2019 the total number of 
CCJs against generally smaller 
unincorporated businesses at 
16,528 was up 6% from last 
year. This bucks a nine-year 
downward trend culminating 
in 2018’s record HY1 low of 
15,540. 

In the High Court 24 judgments 
were issued against businesses 
in the first half of 2019, 26 
fewer than in the same period 
last year and matching 2017’s 
record low. The total value of 
High Court judgments was 
£17.8 million, a fall of 44% 
on 2018, the lowest first half 
year on record. However the 
average value of a High Court 
judgment rose to £742,565 in 
the first half of the year, up 17% 
on the same period of 2018.
Though varying slightly from 
year to year, there has been 
a general downward trend 
in number and value of High 
Court judgments for the first 
half of the year, since the highs 
of 2009/2010.

on record
BODY-WORN CAMERAS 
TO BE MANDATORY FOR 
BAILIFFS

The government has moved 
to introduce compulsory 
body-worn cameras as part of 
efforts to protect people from 
rogue bailiffs. Although the 
government acknowledges 
that the ‘vast majority’ of 
enforcement agents carry 
out their work professionally, 
it has become increasingly 
concerned that some bailiffs 
continue to employ intimidating 
tactics that put both themselves 
and often vulnerable 
consumers at risk.

As such, the Ministry of Justice 
has announced that body-worn 
cameras will be mandatory to 
ensure debt is collected in a  
fair and safe manner, with those 
who fail to do so held  
to account.

In 2014 the government 
introduced reforms to 
strengthen protection from 
rogue enforcement agents. 
The reforms centred on the 
implementation the Tribunals, 
Courts and Enforcement Act 
2007. They provided legal 
protection by introducing a 
code governing, among other 
things:

• when and how enforcement 
agents can enter somebody’s 
premises

• the safeguards to prevent the 
use of force against debtors

• what goods they can 
and cannot seize and, if 
necessary, sell

• what fees they can charge.

The 2014 reforms also stopped 
bailiffs entering homes when 
only children are present and 
introduced mandatory training 
and a certification process for 
enforcement agents. Ministers 
agreed to review the 2014 
reforms after one, three and 
five years and have led to the 
latest changes.

Source: Credit Strategy

on the ladder?
RIGHT TO BUY ENTERS 
MOST POPULAR CRITERIA 
SEARCHES

Right to Buy was amongst the 
most popular residential criteria 
searches by brokers for the 
first time in July, according to 
Knowledge Bank’s monthly 
data.

This follows Boris Johnson’s 
hints earlier in August that he 
wants to extend Right to Buy 
to housing association tenants, 
after previously suggesting 
that it had no place in modern 
housing policy.

Interest-only also made an 
appearance for the first time 
in a year, possibly due to a 
number of new launches in 
the sector in July. Cambridge 
Building Society launched its 
first ever retirement interest-
only (RIO) product, while Leeds 
launched a new 15-year fixed 
rate RIO. Leeds also amended 
its lending criteria to allow for 
the use of income drawdown 
pensions and SIPPs when 
assessing borrower affordability.

Other search highlights include 
‘payday loan’ appearing for 
the first time in the second 
charge sector, and ‘British 
national working overseas or 
offshore’ revealed as one of the 
most popular searches within 
self-build for the first time. 
Commercial property was in 
the top five within bridging for 
the first time since August 2018 
while ‘commercial’ made an 
appearance in the top five  
buy-to-let searches for the first 
time in 11 months.

Knowledge Bank says there 
have been 28,524 changes to 
mortgage lending criteria in the 
first half of 2019.

Source: Financial Reporter

a honey trap?
HOLDERS OF SUBPRIME 
CREDIT CARDS ARE IN 
PROBLEM DEBT 

As many as one in three people 
who hold subprime credit 
cards with interest rates as high 
as 70% are in problem debt, 
according to a new report 
released by the debt charity 
StepChange.

Around four million people in 
the UK have at least one of 
these cards, which are often 
targeted at those who have 
poor credit histories or are in 
financial difficulty.

StepChange is calling on 
the Government to increase 
minimum payment rates and 
cap the costs of such cards to 
stop them dragging vulnerable 
people into even more financial 
problems. 

• subprime credit cards have 
interest rates of between 
39% and 70%

• around 4m people in the 
UK hold one, and they are 
marketed at those in debt

• a quarter of those with them 
were already in debt when 
they took one out

• the charity has called on 
the Government to put a 
cap on the interest needing 
to be paid back and up the 
minimum payments on 
subprime credit cards.

The report from the charity 
sheds some light on a credit 
product that receives less 
attention than payday or 
guarantor loans, the issues with 
which are well documented. 

not what 
it seems
FCA ISSUES WARNING 
ABOUT ‘CLONE FIRM’ 
IMPERSONATING NATIONAL 
DEBTLINE

The Financial Conduct 
Authority (FCA) has issued 
a warning about a ‘clone 
firm’ impersonating the free 
debt advice service National 
Debtline using the name 
‘National Debt Helpline’ online.

The warning is part of a wider 
issue of commercial firms 
impersonating legitimate debt 
advice charities. The regulator 
issued a similar warning about 
a ‘clone firm’ impersonating 
StepChange Debt Charity.

Unlike National Debtline and 
other charitable debt advice 
services, these firms are not 
registered with the FCA and 
may provide inaccurate and 
unsuitable advice for people 
seeking debt advice.

Anyone seeking debt advice 
should follow the FCA’s advice 
on avoiding scams and how 
to protect yourself from clone 
firms. If searching online this 
includes checking the search 
results provided before clicking 
on the links.

The correct web address  
for National Debtline is  
www.nationaldebtline.org. 

The Money Advice Trust, the 
charity that runs National 
Debtline, is working with other 
debt advice charities to urge 
regulators and search engines 
take action on these kinds of 
scams.

drained?

sliding 
scale?

follow 
the trend?

owl wisdom?
FCA CALL FOR EXPERTS: 
CREDIT INFORMATION 
MARKET STUDY

The Financial Conduct 
Authority (FCA) has made a 
call for experts to contribute to 
its Credit Information Market 
Study (MS19/1), which was 
launched on 27 June 2019. 
The study will explore how 
the credit information market 
might change in the future, 
including considerations 
about the purpose, quality, 
and availability of credit 
information; the structure 
of the market, business 
models, and competition; 
and the engagement and 
understanding of consumers 
regarding credit information, 
and how this affects their 
behavior. The FCA plans a 
preliminary report on the study 
in Spring 2020. 

How you can get involved:

They are setting up a group 
of experts to explore how 
the credit information market 
might evolve in the future. 
They would like representatives 
from diverse backgrounds, 
including consumer groups, 
academia, industry, policy 
making and technology. 

If you’d like to 
participate or nominate 
a member, please email 
CreditInformationMarketStudy 
@fca.org.uk including name, 
email address and a brief 
explanation to outline 
your/their expertise 
and suitability. 
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crossing 
the line
PPI PAYOUT DEADLINE 
COURT RULING OPENS 
DOOR TO CLAIMS AFTER  
29 AUGUST

The official deadline for  
making a claim against 
the mis-selling of payment 
protection insurance (PPI) was 
29 August, but a major court 
victory could mean consumers 
can earn a payout from their 
bank after the official deadline.

A recent court case could 
open the door to future 
payouts, according to lawyers.

Azra Akhtar launched a legal 
challenge against Welcome 
Financial Services, a loan 
provider, in which she argued 
that it had been paid excessive 
levels of commission for selling 
her PPI. This constituted an 
unfair relationship, the court 
decided.

She was awarded the entire 
amount the bank received in 
commission and refunded 
the amount she paid into the 
policy with interest, receiving 
£3,594.71 in total.

Glyn Taylor, of APJ Solicitors, 
which represented Miss 
Akhtar, said: “We welcome 
this decision as previous cases 
have not gone far enough, still 
leaving people out of pocket 
for a policy they didn’t need.”

Mr Taylor said that in cases 
where an unfair relationship 
existed, as in this instance, 
banks could be challenged in 
court after the FCA’s deadline.

“The August 29 deadline is 
for PPI that was mis-sold by 
lenders, but this case argues 
that, if an unfair relationship is 
proven, then claimants can still 
recover the PPI premium after 
the FCA’s deadline.

“More importantly, if a broker 
arranged the loan then 
undisclosed commissions 
paid to the broker can also be 
recovered,” he said.

GUILTY PLEASURE 
SPENDING COSTS BRITS 
£866 BILLION EACH YEAR

A survey of 1,000 UK adults by 
a leading personal insolvency 
practice, Creditfix.co.uk, 
published in The UK Spending 
Report, has lifted the lid on the 
UK’s overspending, revealing 
that each month adults spend 
£722.60 more than the average 
person’s disposable income 
allowance. According to the 
data, the average UK adult 
spends £1,093.90 each month 
on treats and non-essential 
items, despite only having 
£371.30 in disposable income.

The most expensive 
temptation has been revealed 
as holiday travel with Brits 
typically spending £168.86 on 
this each month. In second 
place was owning and running 
a car which sets adults back 
£143.65 each month, followed 
by home improvements at a 
monthly cost of £84.66.

Gadgets and tech came fourth 
on the list of biggest guilty 
spending pleasures at a cost of 
£78.98 per month. Completing 
the top five was attending 
events such as music concerts, 
theatre or sporting events, as 
Brits typically spend £75.73 on 
this per month. 

Top 10 Monthly Guilty Pleasure 
Expenses

1. Holiday travel £169

2. Owning and running a car 
£144

3. Home improvements £85

4. Gadgets and tech £79

5. Events (concerts, sports, 
theatre, etc) £76

6. Restaurants and takeaways 
£74

7. Home décor £73

8. Hobbies (music lessons, 
gym, sports clubs, etc) £70

9. Drinks and nights out £68

10. Clothes and shoes £65.

the faceless 
millions
SOCIAL METRICS 
COMMISSION REPORT

A report published by the  
Social Metrics Commission 
(SMC) highlights the scale of 
the challenge when it comes  
to tackling poverty across the 
UK. The report reveals that  
4.5 million people are more 
than 50% below the poverty 
line, and 7 million people are 
living in persistent poverty.

The SMC’s 2019 report is an 
update on its 2018 publication 
proposing a new measure of 
poverty for the country, and 
follows the Government’s 
announcement that it would 
develop experimental national 
statistics based on the 
approach. The new report 
provides a detailed overview 
of the extent and nature of 
poverty in the UK today and 
original analysis that shows 
how this has changed since 
2000/01.

It shows that, despite 
fluctuations, overall rates of 
poverty have changed relatively 
little since the millennium. 
The current rate of poverty is 
22%, which is the same as last 
year and only slightly lower 
than the 24% seen in 2000/01. 
However, this trend hides 
significant changes in rates 
of poverty among different 
groups. Poverty rates amongst 
pension-age adults fell steadily 
from 19% in 2000/01 to 9% in 
2014/15 but have since risen 
slightly to 11%. Similarly, poverty 
rates among children dropped 
from 36% in 2000/01 to 31% 
in 2014/15, but have now risen 
slightly to 34%.

stay out of  
the water
LOAN SHARKS WARNING 
AS DEBT ENQUIRIES HIT 
RECORD HIGH

People struggling to make 
ends meet are being urged to 
avoid ruthless loan sharks at 
all costs as latest figures show 
debt advice enquiries have hit 
a record high, council leaders 
warn. The Local Government 
Association, which represents 
councils in England and Wales, 
is urging people desperate for 
a loan to steer clear of illegal 
money lenders who typically 
charge sky-high interest rates, 
rely on extortion and are likely 
to plunge them into worse 
debt for a longer period.

It is calling for tougher 
sentences for loan sharks and 
says anyone experiencing 
money problems should 
contact councils and their 
partner organisations who 
are working increasingly 
closer together to develop 
better financial support for 
households with debt and 
repayment worries.

The loan sharks warning comes 
as latest figures show that 
12,652 people a week in the UK 
are seeking help for problem 
debt, the equivalent of one 
person every 48 seconds.

The number of enquiries made 
to debt advice charity Step 
Change in 2018 was 657,930, 
a 14% rise on the 577,678 
enquiries in 2014, and 6% up 
on the 619,946 enquiries made 
in 2017.

a helping hand
BANK OF MUM AND DAD 
RISKING RETIREMENT 
INCOME AS AVERAGE  
LOAN HITS £24K

The Bank of Mum and Dad 
(BoMaD) could be accepting a 
more uncertain retirement after 
financially supporting family 
members to buy a home, Legal 
and General has warned. Its 
research found that the average 
contribution from the Bank 
of Mum and Dad has risen by 
more than £6,000 to £24,100.

The Bank of Mum and Dad is 
now the equivalent of a top 10 
UK mortgage lender, gifting a 
total of £6.3bn so far in 2019, 
and is drawing on a wide 
range of sources to financially 
support other family members 
with a deposit.

Although more than half 
are using cash (53%), 9% 
are cashing in lump sums 
from their pension savings, 
7% are using their pension 
drawdown and 6% are drawing 
on their annuity income to 
help support their loved ones’ 
homeownership ambitions. 
Nearly a fifth of over-55s (19%) 
are gifting money because they 
feel they have a responsibility 
to help, but 26% of BoMaD 
lenders are not confident they 
have enough money to last 
their retirement after providing 
support. 15% have had to 
accept a lower standard of 
living and 6% are even choosing 
to postpone their retirement.

Last year, just 12% of BoMaD 
lenders said they had sought 
professional advice from a 
mortgage broker, while nearly 
a third (31%) this year had or 
would seek advice. However, 
nearly half of all BoMaD 
lenders (44%) still hadn’t taken 
(or would not take) any advice 
at all before gifting money.

Source: Financial Reporter

ONS: A HAPPIER BRITAIN

Britons are pessimistic about 
the prospects for the economy 
but are happier than they 
were a year ago and remain 
confident about their personal 
finances. They are also more 
satisfied and feel that their 
lives are worthwhile, according 
to the Office for National 
Statistics (ONS).

Despite a period of political 
upheaval, the ONS found that 
personal wellbeing had been 
rising for four years.

Record employment and 
sustained wage growth mean 
that individuals also are feeling 
positive about their household 
finances. The latest labour 
market survey, shows that 
wages grew by 3.7% over 
the past three months and 
that 70,000 more jobs were 
created.

The ONS said that financial 
wealth per head had risen by 
almost 3% on the year to an 
average of £72,482, a record. 
This was driven mostly by 
an increase in the value of 
equity and investment fund 
shares and pension schemes. 
Household spending per head 
also continued to grow for a 
ninth consecutive quarter.

While people are positive 
about their personal finances, 
attitudes towards the 
economic outlook over the 
next year fell deeper into 
negative territory. The latest 
GDP figures showed that the 
economy contracted by 0.2% 
the second quarter, causing 
fears that Britain might slip into 
a recession.

in neutral?
HOUSE PRICES SEE LOWEST 
GROWTH RATE SINCE 2016 

Average house prices in the UK 
increased by 0.9% in the twelve 
months to June, unchanged 
from May’s figure, according to 
the latest UK House Price Index.

On a non-seasonally adjusted 
basis, average house prices 
increased by 0.7% between 
May and June, the same as in 
May and June 2018. However 
on a seasonally adjusted basis, 
prices increased by just 0.1%.

The East Midlands was the 
English region with the highest 
annual house price growth, 
with prices increasing by 3.2% 
in the year to June. This was 
followed by the West Midlands, 
with prices increasing by 2.6%.

The lowest annual growth was 
in London, where prices fell 
by 2.7% over the year. Average 
house prices in London have 
now been falling over the 
year each month since March 
2018, a period of 16 months. 
This compares to 15 months 
of prices falling over the 
year in London during 2008 
and 2009, the period of the 
economic downturn.

Marc von Grundherr, director 
of Benham and Reeves, 
commented: “The lowest 
rate of annual house price 
growth since the Brexit vote 
demonstrates the detrimental 
impact that our current 
political position continues to 
have over the sentiment of UK 
buyers and sellers, particularly 
those in London. However, 
while other reports based on 
asking prices and mortgage 
approvals may provide a more 
sensationalist view, figures on 
sales completions suggest a 
market that is ticking over in 
neutral rather than careering 
off a cliff.

a little of 
what you 
fancy?

protection 
policy
LINK ANNOUNCES ACCESS 
TO CASH FUNDING

The UK’s main cash machine 
network, LINK, has announced 
that funding will be made 
available to protect free access 
to cash for all high streets in 
the UK, as well as announcing 
that it will directly commission 
free-to-use cash machines in 
communities with poor access 
to cash. 

LINK said that if a high street 
was threatened with the 
loss of ATM or Post Office 
access, it would step in and 
use funding from the High 
Streets Protected Scheme to 
ensure an ATM is available. The 
Payment Systems Regulator 
has welcomed LINK’s plans.

keep it in 
the family



REDLINE WINS PRESTIGIOUS 
EUROPEAN INNOVATION AWARD 

The Redline team have been celebrating success, 
having won ‘Digital Innovation of the Year’ at the  
Motor Finance Europe Awards 2019 held in Munich 
earlier this summer. Having received the award on  
stage at the iconic Sofitel Munich Bayerpost Hotel,  
Jim Benham, head of marketing and communications, 
commented: “To come out on top and win in such a 
competitive category alongside eight other fantastic 
solution providers is brilliant for us. The entire Redline 
team back in Tunbridge Wells fully deserve the praise 
and recognition that come with this accolade. Digital 
Innovation of the Year marks a triumphant 12 months 
for the team and for Cognition, our software platform 
that goes from strength to strength, especially for  
our clients in the motor  
finance sector”.

3130
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WALKER MORRIS IS ON THE MOVE!

Walker Morris LLP is relocating to 33 Wellington Street, 
a move that will be the largest professional services 
relocation in the city for almost 15 years.

The relocation will see all 500 employees together 
under one roof, in the heart of the Leeds business 
district. It underlines their position as one of the leading 
independent law firms outside London.

Walker Morris LLP, 33 Wellington Street, 
Leeds LS1 4DL

CASHFLOWS APPOINTS 
AMANDA MESLER AS NEW CEO

CashFlows Europe, the payments and technology 
group, is pleased to announce the appointment of 
Amanda Mesler as its new CEO. Amanda will lead 
CashFlows in its mission to become Europe’s most 
innovative and high growth payments business. 

Amanda is an experienced and highly regarded 
business leader whose extensive professional career 
has encompassed roles at GE, Microsoft and Logica. 
She joins CashFlows from Earthport PLC, the British 
payments company, where she was CEO and led 
the recent successful sale of the business to Visa Inc. 
Amanda will join CashFlows with immediate effect.

Cambridge based CashFlows has invested significantly 
in recent years to develop a market-leading, cloud 
based, omni-channel, payments platform for the 
processing and acquiring of 
Visa, Mastercard and other 
payment methods.

ACQUIRED.COM ADDS API  
DRIVEN FASTER PAYMENTS TO 
THEIR INDUSTRY LEADING 3600 
PAYMENTS PLATFORM. 

Acquired.com believes that there is a great opportunity 
to unlock hidden value in your payments ecosystem. 
Their ever-evolving 360˚payments platform is designed 
to simplify and solve. In the latest phase of evolution, 
Acquired has added an API driven faster payments 
solution that will allow your business to pay out to 
customers (and accounts payable) in a matter of 
seconds, report back on the outcome as successful. The 
solution is available as an independent API or as an added 
service in the Acquired.com environment, adding pay 
out capability to the platform will enable Acquired.com 
customers to have a single platform for their payments. 

Rob Clark, Managing Director said: “Our state of the 
art solution was built with our merchants needs at 
the forefront of the design. Once integrated, the 
Acquired.com platform with the new faster payments 
features gives our customers a combined solution 
to facilitate instant pay outs and collect funds from a 
customer using just one platform, we believe this a first, 
positioning Acquired.com us as a 
leading fintech player.” 

DAVID FLETCHER JOINS CREDIT 
KUDOS AS VP OF SALES

Credit Kudos, challenger credit bureau, 
has strengthened its team with the 
appointment of David Fletcher as VP 
of Sales. David joins after five years at 
Dealflo (now OneSpan), with a prior 
seven years experience with the credit 
reference agency, Callcredit. David 
has spent the majority of his career 
delivering innovative solutions to the financial services 
market that optimised end customer experience and 
improved operational efficiency.

David said: “I’m delighted to be joining the team 
at Credit Kudos at this exciting time. As we see 
the financial services market shifting to embrace 
new technology and data, Credit Kudos is uniquely 
positioned to help organisations with their compliance 
requirements and also significantly improve the 
effectiveness of their credit decisioning. With a solid 
foundation of clients across motor, mortgage and 
lending sectors, Credit Kudos have proven themselves 
as the thought leader in open banking technology.”

NEW MEMBERS 

Allium Lending Group 
London

Aptean 
Northampton

Broadway Leasing Limited 
Wilmslow

CCTA MARKETING 
OPPORTUNITIES 2019

The 2019 marketing brochure is now available to 
view on our website. If contains full details of all the 
opportunities we offer.

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

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

CCTA CEO TO STEP DOWN 
TO BECOME CHAIR

The Consumer Credit Trade Association (CCTA) who 
represent businesses providing credit to consumers 
has announced that Chief Executive Officer (CEO), 
Greg Stevens, will take over as Chair for the CCTA 
council replacing John Fellows.

Fellows, who has held the role of Council Chair for 
seven years, said: “I’m delighted to announce that Greg 
Stevens has agreed to take over the role after he stands 
down as CEO at the end of 2019. This is excellent 
news, allowing CCTA the continued benefit of Greg’s 
vast industry knowledge and experience. It has been a 
privilege to work with council members and support 
Greg and his team over these past years and see the 
association move positively into a new era. I shall 
remain a council member and continue to support 
both Greg and the new CEO, as we move into what  
I predict to be challenging times for both industry and 
trade associations alike.”

Greg Stevens said: “It has been an honour to represent 
CCTA members over the last ten years, during what has 
probably been the most difficult period in consumer 
credit ever. Standing down as CEO is difficult, but it 
is time for a younger person to take the association 
forward. I would like to say a big thank you to the CCTA 
council and members for your support and friendship 
over the years, but most importantly the small CCTA 
team who achieved so much over those fraught and 
demanding years, we are truly friends for life.”

Fellows continued: “We have started the process to 
identify a new CEO and once completed will update 
our members accordingly. I look forward to our annual 
conference on the 7th November and the opportunity 
to catch up with CCTA members in what will be both 
mine and Greg’s swan song in our current roles.”

YOUR 
CCTA



LEGAL NEWS

The content of statutory demands has recently been scrutinised 
by the High Court. 

In Promontoria (Chestnut) Limited v Bell and Bell (2019) EWHC 
1581, Mr and Mrs Bell were directors and shareholders of a 
company and gave guarantees to Clydesdale Bank in respect 
of their company’s banking facilities. They also gave mortgages 
to the bank over their properties as security for the company’s 
liabilities but not in respect of their own liabilities under the 
guarantees. 

The company defaulted on its facilities and Clydesdale assigned 
to Promontoria (Chestnut) Limited (Promontoria) the rights under 
the guarantee and the mortgages. Promontoria served statutory 
demands on the Bells following their failure to pay the amount 
owed under the guarantee. The Bells then applied to set aside 
the statutory demands on the basis the demands failed to refer 
to the security they had provided over their properties.

As the court reminded creditors, it is a long-standing principle 
in bankruptcy that secured creditors can only participate in the 
bankruptcy to the extent of any unsecured part of their debt 
unless they are willing to give up their security for the benefit 
of the general body of creditors. The principle is enshrined in 
the Insolvency Rules which provide a statutory demand will be 
set aside if it appears that the creditor holds some security in 
respect of the debt claimed, unless the security is specified and 
valued in the statutory demand.

Promontoria maintained the statutory demands did not need 
to refer to the mortgages held over the Bells’ property as the 
mortgages secured the company’s indebtedness to the bank 
and not the indebtedness under the guarantees provided 
by the Bells (and it was the latter upon which the statutory 
demands were based). In other words, Promontoria argued the 
mortgages did not constitute ‘some security’ as set out in the 
Insolvency Rules. 

That argument was rejected by Mr Justice Zacaroli when 
dismissing Promontoria’s appeal against the earlier refusal of 
a lower court to set aside the statutory demands. Adopting a 
pragmatic approach the Judge said: “Although there are two 
different debts, one owed by Mr and Mrs Bell and one owed 
by the company, both forms of security (in the broad sense) 
provided by Mr and Mrs Bell are rooted in the same debt.  
Each of them has both guaranteed, and provided a third-party 
charge for, the company’s debt”.

The decision emphasises the need for creditors holding security 
to think carefully about their approach to enforcement.

Rob Aberdein and Justin Coley of Walker Morris’ Banking and 
Finance Litigation Department highlight key points for lenders 
arising from the Government’s planned Breathing Space debt 
management scheme.

Towards the end of last year we reported the UK Government’s 
proposals to help individuals struggling with debt to obtain 
advice and to make their debt sustainable through the 
introduction of a ‘breathing space’ (during which any creditor 
enforcement action would be paused and any interest, fees 
and charges would be frozen) and, alternatively or in addition, 
the implementation of a Statutory Debt Repayment Plan (SDRP) 
designed to offer a manageable repayment schedule.

On 19 June 2019 HM Treasury published its response to its 
consultation on the breathing space and SDRP proposals. The 
Treasury confirmed that regulations for the scheme would be 
put to Parliament before the end of this year, with a view to 
those measures being implemented in England and Wales in 
early 2021.

WHAT DO LENDERS NEED TO KNOW?

The Treasury’s response confirms that the breathing space will 
operate for 60 days and that eligibility for the breathing space 
and SDRP schemes will broadly be as set out in the consultation 
(and summarised in our earlier briefing). The response also 
explains the exception that, for individuals receiving NHS mental 
health crisis treatment, the breathing space will continue for the 
duration of their treatment. 

In addition, the response states that, in order for the schemes 
to be as effective as possible, they should cover the widest 
possible range of personal debt. All of the following will 
therefore be caught:

• financial services debt

• household bill arrears

• arrears owed to central and local government (such 
as council tax arrears, personal tax debts and benefit 
overpayments)

• business debts of sole traders who have a turnover under 
the VAT threshold (currently set at £85,000). 

(As with bankruptcy, a very small number of debts will be 
excluded from the schemes. Excluded debts include: debts 
incurred as a result of fraudulent behaviour; fines imposed 
by a court such as criminal fines; confiscation orders; child 
maintenance payments and debts that arise after an order 
made in family proceedings; social fund loans; student loans 
and personal injury liabilities.)

Secured lenders should note that ‘payments on the principal 
and interest for secured debts on essential items such as 
mortgage payments’ would be classified as ongoing liabilities, 
and the Government does not propose to extend the same 
protections to them.

In addition, housing debt (that is, rent payments and mortgage 
arrears) will be excludable from Statutory Debt Repayment 
Plans.

PRACTICAL ADVICE

Debt charity Step Change reported in April of this year that 
council tax arrears were the most common form of debt 
affecting their clients, and also that levels of unsecured debt 
having been increasing since 2017. Secured lenders should 
therefore hopefully be encouraged that the inclusion of the 
widest possible types of debt (including public debt) within the 
scheme, alongside the aim that the breathing space and SDRP 
options should provide flexibility rather than a limited singular 
pathway to recovery, should mean both that the costs of the 
scheme do not fall disproportionately on lenders and also 
that a consequential reduction in financial hardship for many 
borrowers may ultimately result in improved returns for lenders.

Whilst draft legislation in respect of the breathing space/SDRP 
scheme is still awaited, the Treasury’s June response does set 
out more detail than has previously been available as to how the 
schemes will operate on an administrative and practical level.

Lenders would therefore be well advised to review the response 
in full now, in order that they can begin to plan for any changes 
to existing forbearance policies and existing loan agreement 
terms and conditions that might be required.

Taking one more step towards omnipotent-regulator status,  
in April of 2019 the Financial Conduct Authority (FCA) assumed 
regulatory responsibility for Claims Management Companies 
(CMCs). 

Since the PPI-claim floodgates opened in 2011, CMCs have 
increasingly been, variously, a cold calling annoyance to 
consumers and a costly expense for funders. However, the 
death-knell of the PPI phenomenon is sounding, 29 August 
2019 marks the FCAs hard deadline for any such claims. 

With the PPI era over, many believe that the FCA’s stern 
regulatory grip will be the change needed to bring renegade 
CMCs, now bereft of a key source of income, firmly into line.

But what does CMC regulation look like now, and how has the 
FCA approached its first four months regulating CMCs?

THE FCA REGIME

From 1 April 2019 claims management activities officially 
became a regulated activity, and CMCs must be duly authorised 
by the FCA in order to conduct claims management work. As a 
transitional provision, CMCs who applied to the FCA before  
31 March 2019 were granted temporary permissions. 

CMCs granted temporary permissions, and those seeking new 
authorisations, must now apply for a full permission from the 
FCA. The final deadline for firms with temporary permissions to 
apply for a full authorisation expired on 31 July 2019. If CMCs 
didn’t apply for a full permission, they had until 30 August 2019 
in which to wind down their claims management business. 
Strike two against CMCs.

‘DEAR CEO’

On 3 June 2019 the FCA issued a pointed ‘Dear CEO’ letter to 
CMCs, reminding them of their obligations as a newly-regulated 
claims management entity. The FCA, the letter warned, is aware 
of CMCs’ increasing non-compliance with their obligations and 
will take enforcement action where necessary. It was a shot 
across the bows for CMCs, whether the FCA will pull the trigger, 
however, remains to be seen.

The FCA shook-up the consumer credit industry when it took 
over regulation from the Office of Fair Trading on 1 April 2014. 
Their intent now, it seems, is to do the same to CMCs. 

It is to be hoped that the FCA will, in becoming regulator for 
the sector, successfully drive up standards of behaviour so that 
funders no longer have to face the bad practices that have 
become all too commonplace.

 

Justin Coley 
Director, Banking and Finance 
Litigation Team, Walker Morris LLP

Jeremy Bouchier 
Senior Solicitor and Chief Legal Officer,
Reston’s Solicitors

Getting statutory demands right Treasury announces ‘Breathing Space’ debt management schemeThe beginning of the end for CMCs?

Rob Aberdein 
Partner, Banking and Finance 
Litigation Team, Walker Morris LLP

Edmund Laycock 
Solicitor,
Gateley Legal
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Jon Roughley
Managing Director of Data & Innovation,

Experian
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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

 

Meet the UK’s invisible population, 
5.8 million people who are virtually 
indiscernible to the mainstream financial 
system, because there is little or no 
information available on their financial 
track record.

Experian has set the goal of radically 
reducing the UK’s invisible population, by 
harnessing the power of new and relevant  
data sources.

This will help organisations to make more 
informed decisions about a significant 
number of potential customers who, up  
until now, they have struggled to serve.

Our new report explores real life case 
studies of people who have been 
impacted by this issue and presents some 
of the options for using alternative data 
sources to build their files.

WHY DOES THE INVISIBLE POPULATION 
STRUGGLE?

Without access to affordable and relevant 
financial products, the invisibles have less 
choice and are forced to pay more,  
a ‘poverty premium’.

The social arguments for enhanced 
financial inclusion are undisputed and 
meeting the needs of a larger proportion  
of the population allows financial services 
providers to fulfil their responsibilities 
to regulators. But there are also clear 
business benefits.

Financial inclusion and the accurate 
assessment of affordability are issues 
worth caring about. There is a need 
to significantly reduce the Invisible 
population, and we believe introducing 
new and more appropriate data sources 
is the key.

WHAT ARE ‘NEW DATA SOURCES’ AND 
HOW CAN THEY HELP?

Traditional credit data is provided through 
cards, loans, mortgages and current 
accounts. New data sources, meanwhile, 
provide additional insight, visibility and 
transparency about all consumers, 
including their identity and payment 
behaviours.

Non-traditional data sources are growing 
in importance given the rapid and 
ongoing evolution in the way people 
manage their money, transactions  
and credit.

For the individual, using alternative 
data has the potential to help 
expand responsible access to 
credit for people who lack the 
traditional information to strengthen 
their credit history. Someone without 

a loan repayment history on their credit 
report, for example, might pay other 
bills or recurring charges on a regular 
basis. These payment histories could 
demonstrate to lenders that the person 
will repay a debt as agreed.

Our research shows we have already 
reduced the invisible population by 
765,000 through adding data from social 
housing tenants through the Rental 
Exchange, along with data from utilities 
companies and other sources.

By adding further new data sources, 
along with open banking information, 
more than 1.5 million people could be 
financially included.

WHAT ARE THE BUSINESS BENEFITS?

By helping to make this invisible 
population visible through thickening their 
files, businesses can open up a significant 
potential customer base.

Alternative data:

• improves assessments of 
creditworthiness and ability to  
repay the debt

• provides up-to-date, real-time 
information

• can lead to better service and 
convenience. Some kinds  
of alternative data may allow  
lenders to automate tasks

• lowers costs

• reduces levels of risk

• provides companies with a way 
of demonstrating to their 
customers that they are 
responsible businesses.

WHAT CAN ORGANISATIONS DO NOW?

Our paper sets out what organisations 
can do to help reduce the invisible 
population and serve a wider range of 
customers than ever before.

1. Assess your organisation’s view of its 
customers. What information could 
help you to get a more complete view 
of your client base?

2. What information does your business 
share with other organisations? If you 
share data with other providers it could 
help people get improved access to 
services.

3. Which groups are you under serving? 
Whether groups of people are not 
on your organisation’s radar at all, or 
currently marginally declined, new data 
sources could be the answer to make 
better decisions.

To download the paper visit 
www.experian.co.uk

MAKING 
THE VISIBLE

INVISIBLE

| FEATURE

CLEAR BENEFITS



A TIDY 
SHIP?

MEMBERS 
ONLY

The Financial Conduct Authority (FCA) 
continues to focus on sales practices in 
the motor sector, and has highlighted 
throughout this year the need for those 
involved in the financing of motor 
vehicles, to ensure customers can  
make an informed decision. 

Dealers should make sure their customers 
have all the relevant facts to make the 
most suitable purchase based on their 
needs rather than being presented with 
a product that best suits the dealer, 
whether that be increased commission, 
better retention rates, increasing sales or 
managing stock levels.

Being non-compliant can have serious 
consequences for regulated firms, it’s 
not something that can be put right 
retrospectively.

Recent cases show that FCA investigations 
can span many years with the impact  
that large numbers of customers can  
be affected by any adverse findings.

Subsequent compensation payments and 
fines can seriously damage a business 
both in terms of finances and reputation. 

Key points, FCA Motor Finance report:

• brokers must pay due regard to the 
customer’s needs and circumstances 
including affordability and any factors 
that that may make the product 
unsuitable

• a lower monthly payment should 
not always be promoted as the most 
attractive feature 

• outright ownership is a key benefit to 
many but is often ignored

• promotions must be balanced and not 
emphasise benefits over risks

• the SECCI must be provided in ‘good 
time’ before a credit agreement is 
made, if not it may be unenforceable

• the customer must have the 
opportunity to ask questions and take 
information away to review 

• ownership and repossession issues 
must be highlighted

• arrangements with finance providers 
must be prominently communicated 
to customers.

Giving compliance the resource it needs 
to ensure dealers manage their regulatory 
risk is a necessity, not a choice, and 
dealers need to quickly review their 
compliance oversight functions to ensure 
they are adequate and effective.

Otherwise, further FCA investigations 
could cause major problems. Ultimately, 
this is about putting the customer first 
and delivering a first class ‘informative 
experience’.

Done correctly, it will improve business 
performance. Done badly, business failure 
is a possibility. 

Nigel Wray 
Managing Director, 

Product Partnerships Limited

FCA COMPLIANCE

37

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

WEB PORTAL PROPOSAL ADMIN COLLECTIONS CUSTOMER
PORTAL

END-TO-END SOFTWARE SOLUTIONS FOR 
THE INSTALMENT CREDIT INDUSTRY
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Open Banking launched in the UK back 
in January 2018. No one disputes that 
the initiative opens up a host of valuable 
opportunities for those operating in the 
financial services sector.

However, well over a year since its 
launch, many lenders are hesitant to 
exploit the opportunities that Open 
Banking presents, often due to false or 
outdated concerns. Here are three of the 
key Open Banking misconceptions we’ve 
come across, and the truth behind them.

1. IT’S NOT READY

While Open Banking suffered some 
teething problems at the outset, all nine 
banks are now fully up and running.

The consumer environment is slick  
and user friendly, with web-to-app and 
app-to-app redirects and fingerprint/face 
recognition authentication. Many lenders 
have already integrated Open Banking 
data into their decisioning processes. 
Further, the banks themselves, including 
Barclays, Natwest, HSBC and Lloyds, have 
integrated Open Banking within their own 
applications.

The benefits enjoyed by those who have 
adopted Open Banking are numerous, 
and vary from lender to lender. Some 
are using it to automate and standardise 
their affordability assessments in the 
face of increasing FCA pressure on 
affordability. Others use Open Banking to 
get comfortable lending to new types of 
borrowers previously deemed too risky 
and to improve their risk modelling. 

2. THE CONVERSION RATE IS POOR

A common concern is that applicants 
will drop off when asked to connect their 
bank accounts. Our experience, however, 
is that customers are willing to connect 
their banks accounts for borrowing 
purposes, with strong conversion rates 
as high as 70-80%. Applicants feel 
comfortable with the redirect journey as 
it is similar to the well-established ‘login 
with Facebook’ function. Further, for 
lenders who require applicants to provide 
copies of payslips or bank statements to 
verify income, introducing Open Banking 
can significantly reduce friction in the 
customer journey and decrease drop-offs.

Lenders can improve conversion by 
carefully considering where and how 
they introduce Open Banking in their 
application journey.

3. IT’S EXPENSIVE TO SET UP

Open Banking integration is relatively 
straightforward, and typical set up 
times can be as short as a few days. 
The time and cost of integration is 
minimal compared to the time and cost 
savings generated by automating the 
underwriting process and improving 
decisioning. 

With the roll out of PSD2 across Europe 
in September, Open Banking is set to 
become more widespread and better 
established. The time to start taking 
advantage of the opportunities it offers 
is now.

Freddy Kelly  
CEO & Co-founder, 

Credit Kudos

THREE OPEN 
BANKING MYTHS
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THE LARGEST CREDIT 
GATHERING IN EUROPE!
Where the European credit industry gathers and connections are made

16-20  March 2020 | London

Supported by

FEATURING 

Book tickets:
creditstrategy.co.uk/credit-week
Email: sales@shardfi nancialmedia.com
Call: 020 7940 4835

Credit Summit headline partner Credit Summit Conference partner

10% off 

Credit Summit tickets for CCTA members *

Quote: CCTA10

The perfect opportunity for credit 
professionals to meet face-to-face with the 
government and regulatory powerbrokers

C-level executives convene for private 
dinners within the proximity of London 
Westminster

The UK’s largest, most established credit 
conference and exhibition returns to London 
for its 12th year

The Gala Dinner features both the Women in 
Credit Awards which recognises the industries 
inspirational women and the reveal of the 
prestigious Credit 500 2020

#CreditWeek

*T&Cs: Offer valid across all Credit Summit tickets. Discount obtained when using the code and can only be used once. For new bookings only. Cannot be used in conjunction with any other offer 
and holds no cash value. Offer subject to change and can be withdrawn at any time. Contact Credit Strategy for more information. Existing terms and conditions apply.
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The UK economy contracted by 0.2% in 
the quarter to June 2019, the first time 
since 2012 that Gross Domestic Product 
(GDP) has fallen, but a clearer gauge on 
the impact of this can be seen by viewing 
it on a ‘per person’ basis, according to the 
August 2019 Money Statistics, produced by 
The Money Charity.

GDP, is the most commonly used of 
a number of measures of the size of 
an economy as a whole. While it has 
a number of well-known issues (such 
as measuring both ‘bad’ industries and 
‘good’ ones, not measuring a number of 
essential societal roles such as care work, 
and not counting the environmental 
impact of the economy), it does follow 
internationally agreed conventions on 
measuring economic output, ensuring 
comparability across different countries 
and time periods. Some commentators 
argue though that ‘growing GDP’ should 
not be the main goal of economic policy 
and there are more important things to 
pursue such as wellbeing, sustainability 
and a fairer sharing of income and assets.

However, measuring GDP does tell 
us something about the state of the 
economy. If employment and productivity 
are growing, we should see GDP going 
up. If GDP goes down, then either there 
are fewer jobs or we are working less 
productively. GDP does not take into 
account population changes. At equal 
levels of productivity, a country with a 
big population has a larger GDP than 
one with a smaller population. If our 
population and labour force grow, then 
GDP goes up. But the size of total GDP 
doesn’t matter to the individual person. 
What matters to them is how big their 
income is, and how many things 
they can afford to buy.

From this point of view, a better measure 
of our economy would be GDP per 
person. This would also be a better way 
of comparing the GDPs of different 
countries. Over the last twenty years, the 
UK has had a growing population, which 
has helped lift the level of GDP. But what 
has happened to GDP per person?

According to the Office of National 
Statistics data, GDP per person has risen 
considerably decade-on-decade since 
the 1950s with dips due to recessions in 
the early 70s, 80s and 90s, followed by 
the credit crunch in 2008/09. Overall, 
the GDP per person grew by between a 
fifth and a third per decade, raising the 
UK’s living standards well above historical 
levels. However, in the latest decade, 
since the credit crunch, overall growth 
dropped to 5.6%. This is the background 
against which the Q2 fall in GDP should 
be viewed. In Q2 2019, GDP per 
person fell by 0.35%, compared 
to the overall 0.2% fall, with the 
difference between the two 
numbers reflecting the 
population increase.

Erik Porter, acting chief executive of The 
Money Charity says:

“While we aspire towards financial  
well-being for the whole of the UK, we 
know well that means helping every 
individual to understand how they can 
develop a positive relationship with their 
money, getting to grips with it so they 
can achieve their goals.

“That’s why throughout our work, and 
especially in The Money Statistics where 
we seek to give a clear monthly picture 
of the UK’s finances, we look to express 
things both with a big-picture perspective 
as well as an insight into the impact on 
every individual.”

 

CHANGING THE PICTURE TO 
A ‘PER PERSON’ ECONOMY
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MEASURING 
GROSS DOMESTIC 

PRODUCT

The average mortgage 
interest rate was 2.43% at the 
end of June. Based on this, 
households with mortgages 
would pay an average of 
£3,161 in mortgage interest 
over the year.

The average interest rate for 
an instant access savings 
account, not including bonus 
interest payments, was 0.42% 
in June 2019. For a cash ISA,  
this was 0.83%.

According to the DWP, in 2017-18 
12.6m households (46% of the 
total) had either no savings or less 
than £1,500 in savings. 18.9m 
households (69% of the total) had 
less than £10,000 in savings.

THE MONEY 
CHARITY 
STATS 
AUGUST
2019 
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Every Day in the UK...

340 people a day were declared 
insolvent or bankrupt in England and 
Wales in April to June 2019. This was 
equivalent to one person every  
4 minutes and 14 seconds.

In Northern Ireland, there were  
8 insolvencies per day and in  
Scotland 39 insolvencies per day.

Citizens Advice Bureaux in England 
and Wales dealt with 2,566 debt issues 
every day in the year to July 2019.

Based on AutoEurope figures, 
in 2017 it cost around £2,618 
a year to run a car (not 
including depreciation), 
or roughly £7.17 a day.

According to the FCA, in 
the UK in 2017 there were 
1.3 million people who did 
not have a bank account.

For two bedrooms, the 
median monthly private 
rent was £675. 
In London it was £1,500 
(122% higher.)

The highest rates of 
inflation over the 12 
months to July 2019 
were for communication 
(3.8%), alcohol and 
tobacco (3.8%), education 
(3.1%), and restaurants 
and hotels (3.1%). The 
lowest was for clothing 
and footwear (-0.4%).

The cost for a lone parent 
raising a child to their 18th 
birthday, is £183,335, an 
increase of 18.3% since 2012.

In Q1 2019, 
households in 
the UK spent 
£111.27 million 
a day on water, 
electricity and 
gas, or £4.05 
per household 
per day.

Public sector net debt in 
July 2019 (excluding RBS 
and Bank of England) was 
£1,625.9 billion (74.1% 
of GDP.) This was £42.0 
billion more than in July 
2018, an increase of 
£115.1 million per day. 

According to UK Finance, 
gross mortgage lending 
in June 2019 totalled an 
estimated £21.9 billion, 
down 4.0% on June 2018.

In the year to June 2019, 
consumer credit increased by 
2.4% according to the Bank 
of England, while outstanding 
levels of credit card borrowing 
grew by 1.2%, significantly 
down on the rate of growth in 
early 2018.

In September 2018, there were 
12.8 million claimants of State 
Pension, a fall of 121,000 on 
September 2017. Of these, 
974,000 were receiving 
the new State 
Pension (nSP)  
introduced in 
April 2016.

HM Land Registry reports 
that the average house price 
for first-time buyers in Great 
Britain was £193,701 in June 
2019, an annual increase of 
0.5% and a monthly increase 
of 0.6%.

The number of people 
unemployed in the UK 
fell by 90 per day in the 
year to June 2019.



NEW FIGURES RELEASED 
BY THE FINANCE & LEASING 
ASSOCIATION (FLA) SHOW:
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• gross mortgage lending across 
the residential market in July 2019 
was £26.1 billion, 2.9% higher than 
the same month in 2018 and the 
highest since March 2016 

• there were 95,126 mortgages 
approved by the main high street 
banks in July 2019, the highest 
monthly total since July 2009 
when the figure stood at 99,970. 
Mortgage approvals for home 
purchase were 16.4% higher, 
remortgage approvals were 19.4% 
higher and approvals for other 
secured borrowing were 12.7% 

higher than the same month a year 
earlier 

• the £12.0 billion of credit card 
spending in July 2019 was 8.2% 
higher than in July 2018 and 
reached its highest level on record. 
Repayments were also the highest 
level on record, showing that 
consumers are managing their 
finances effectively overall. The 
level of credit card borrowing grew 
by 3.8% in the year to July 2019

• personal borrowing through loans 
in July 2019 was 9.3% higher than 

the same month a year earlier, but 
remains lower than the levels seen 
during 2015 to 2017. Overdraft 
borrowing was 1.7% higher in July 
2019 than the same month a year 
earlier, while the longer-term trend 
has seen overdraft borrowing 
decline.

• personal deposits grew by 1.6% 
in the year to July 2019. Three-
quarters of deposits were held in 
immediate access accounts in July 
2019, in line with the same period 
last year. 

| STATS

ASSET FINANCE 
Asset finance new business 
(primarily leasing and hire 
purchase) overall grew in July 
by 8% compared with the same 
month last year. New business  
for deals of up to £20m increased 
by 7% over the same period.
The plant and machinery finance, 
and commercial vehicle finance 
sectors reported new business up 
in July by 12% and 13% respectively, 
compared with the same month in 
2018, while the car finance sector 
saw growth of 6%.

Commenting on the figures, 
Geraldine Kilkelly, head of research 
and chief economist at the FLA, 
said: “The asset finance market 
made a solid start to the third 
quarter of 2019. Despite subdued 
levels of business investment, 
the industry has seen new 
business grow by 7% in the twelve 
months to July. The commercial 
vehicle finance and construction 
equipment finance sectors have 
returned strong performances in 
2019 so far, with new business up 
in the first seven months of 2019 
by 17% and 22% respectively.”

CONSUMER FINANCE
Consumer finance new business 
grew by 4% in July, compared 
with the same month last year.
Credit card and personal loan new 
business together grew by 3% 
compared with July 2018.

Retail store and online credit new 
business remained stable.

Commenting on the figures, 
Geraldine Kilkelly, head of research 
and chief economist at the FLA, 
said: “In July, consumer finance 
new business overall grew for the 
first time since February 2019.

“We expect new business in 2019 
as a whole to be at a similar level 
to 2018 as consumer confidence 
continues to be buoyed by a  
robust labour market and low 
interest rates.”

MOTOR FINANCE
Point of sale (POS) consumer car 
finance new business volumes 
grew by 5% in July, compared 
with the same month in 2018, 
while the value of new business 
increased by 6% over the  
same period.

The POS consumer new car finance 
market reported new business in 
July up 1% by volume and 4% by 
value, compared with the same 
month in 2018. 

The percentage of private new car 
sales financed by FLA members 
through the POS was 91.2% in the 
twelve months to July.

The POS consumer used car 
finance market reported new 
business in July up 7% by volume 
and 8% by value, compared with 
the same month in 2018.

Commenting on the figures, 
Geraldine Kilkelly, head of research 
and chief economist at the FLA, 
said: “In July, the point of sale 
consumer car finance market 
reported growth for the first time 
since February 2019. 

“New business volumes in the first 
seven months of 2019 held steady 
compared with the same period  
in 2018.

“The consumer used car finance 
market was the main driver of 
headline growth in July as new 
business volumes increased at their 
strongest rate since October 2018.” 
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ICO PUBLISHES ANNUAL REPORT 
COVERING AN ‘UNPRECEDENTED’ YEAR

law, from record-setting fines to a record 
number of people raising data protection 
concerns. The biggest moment of the 
year was the General Data Protection 
Regulation (GDPR) coming into force. 
This saw people wake up to the potential 
of their personal data, leading to greater 
awareness of the role of the regulator 
when their data rights aren’t being 
respected. The doubling of concerns 
raised with our office reflects that.”

Highlights from 12 months to 31 March 
2019 include:

HELPING THE PUBLIC AND 
ORGANISATIONS

• the ICO’s helpline, chat and written 
advice services received 471,224 
contacts in 2018/19, a 66% increase 
from 2017/18 (283,727 contacts)

• data protection complaints received 
by the ICO increased from 21,019 in 
2017/18 to 41,661 in 2018/19

• supporting the public through the ICO’s 
many expanded public-facing services 
(like the helpline and live  
text service)

• helping organisations, small or large, 
embed the GDPR and DPA 2018

• preparation of statutory codes focusing 
on age appropriate design, data sharing, 
direct marketing, and data protection 
and journalism.

The public has woken up to the potential 
of their personal data, the Information 
Commissioner has said as the ICO’s 
annual report for 2018/19 was published. 
Elizabeth Denham also said it covered an 
‘unprecedented’ year for the regulator.

Ms Denham continued: “The ICO has 
covered an enormous amount of ground 
over the last year, from the introduction 
of a new data protection law, to our calls 
to change the freedom of information 

ENFORCING THE LAW

• using new powers of inspection, issuing 
11 assessment notices in conjunction 
with our investigations  
into data analytics for political 
purposes, political parties, data brokers, 
credit reference agencies and others

• taking action through enforcement 
notices

• issuing warnings and reprimands across 
a range of sectors including health, 
central government, criminal justice, 
education, retail and finance

• 2018/19 was a record-breaking year  
of monetary penalties under the  
DPA 1998.

PROTECTING DEMOCRACY

In May 2017 we launched a formal 
investigation into the use of data 
analytics for political purposes, after 
allegations were made about the ‘invisible 
processing’ of personal data and the 
micro-targeting of political adverts 
during the 2016 EU referendum. The 
investigation eventually broadened and 
has become the largest investigation of its 
type by any data protection authority.

The investigation into the use of data 
analytics for political purposes was not 
our only major investigation during 
2018/19. We devoted considerable 
resources to wide ranging investigations, 
led by our new High Priority Investigations 
and Intelligence Directorate. 

Hudson Bay Finance Limited
Date:  12 August 2019
Type:  Enforcement notices
Sector:  Finance insurance and credit

Hudson Bay Finance Ltd issued with an enforcement notice 
for failing to respond to a subject access request.

Metropolitan Police Service
Date:  25 June 2019
Type:  Enforcement notices
Sector:  Criminal justice

Enforcement notices served under the 1998 and 2018 
Data Protection Acts for sustained failures to comply with 
individuals’ rights in respect of subject access requests.

EE Limited
Date:  24 June 2019
Type:  Monetary penalties
Sector:  Online technology and telecoms

EE Limited fined £100,000 for sending over 2.5 million direct 
marketing messages to its customers, without consent.

Smart Home Protection Limited
Date:  13 June 2019
Type:  Monetary penalties
Sector:  Land or property services

The Information Commissioner’s Office (ICO) has fined 
Smart Home Protection Ltd £90,000 for making nuisance 
calls to people registered with the Telephone Preference 
Service (TPS). The Staffordshire company was behind 
118,000 unlawful marketing calls made between January 
2017 and September 2018 to people registered with the TPS.

ICO ACTION

ICO
UPDATE
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UK FINANCE HOUSEHOLD LENDING 
UPDATE FOR JULY 2019
KEY DATA HIGHLIGHTS:



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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