CASHEURONETUK, LLC:
RESPONSE TO ANNOTATED ISSUES STATEMENT ISSUED BY THE COMPETITION
COMMISSION ON 31 JANUARY 2014
NON-CONFIDENTIAL VERSION
CashEuroNetUK, LLC (CashEuroNet) appreciates the opportunity to comment on the Competition
Commission‟s (CC’s) Annotated Issues Statement (AIS). CashEuroNet's comments are summarised
here and further developed in its various responses to individual working papers published by the CC.
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IMPACT OF FORTHCOMING REGULATION ON THE CC INVESTIGATION
1.1

CashEuroNet concurs with the CC that forthcoming changes to the regulation of payday
loans are likely to affect the nature of competition. The CC notes in particular the
impact that a price cap is likely to have on entry into and exit from the market, the
supply of loans to certain groups of customers and the nature of price competition.

1.2

CashEuroNet wishes to emphasise that the impact on competition in the market is not
restricted to these elements, and would in fact affect all features of the market. For
example, the structure of a price cap in combination with the level of the cap can have
very significant impacts on the types of products available, as has been the case in
Australia. The price cap in Australia essentially renders multi-period payday loans and
running accounts to be uneconomic. We would urge the CC to consider how regulation
can affect non-price competition as well as price competition.

1.3

Payday price caps, in combination with other regulatory measures, in various US states
have resulted in reduced supply of credit, a reduction in price competition1, increased
instances of bank returned instrument fees2 and the development of unlicensed and
illegal lending markets3. Experience shows it is important to strike the right balance in
the context of the overall regulatory regime.

THE MARKET FOR SHORT TERM LENDING
2.1

1

Consumers of payday loans will typically have a number of different possible options
for obtaining funds, including both formal and informal sources, with different costs
associated with them (both financial and emotional). Payday loans cannot be considered
as existing in a vacuum unaffected by other forms of credit. As the CC notes, “payday
lending...remains a relatively small proportion of overall unsecured debt”4. The
revenues from payday lending for the financial year 2012 were estimated to be around
£1.1 billion5. They are smaller than, for example, the estimated revenues of banks from
unauthorised overdrafts which were estimated to be £1.7 billion in 20116.

De Young, R and Phillips, R J (2009), Payday loan pricing. Research Working Paper 09‐07. The Federal
Reserve Bank of Kansas City, Economic Research Department.
2
Morgan, Donald P., Michael R. Strain, and Ihab Seblani. "How payday credit access affects overdrafts and other
outcomes." Journal of Money, Credit and Banking 44.2‐3 (2012): 519-531.
3
OFT (2009) High‐cost credit review, Annexe B: International research: Case studies in Ireland, Germany and
the United States (OFT1150b) London: Office of Fair Trading.
4
Competition Commission, “Payday Lending Market Investigation: Annotated Issues Statement”, paragraph 45
5
Ibid, paragraph 45
6
Office of Fair Trading (2013) „Review of the personal current account market‟, paragraph 3.21
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2.2

Payday loans are transparent and simple. They involve low sums of money and
classically cover short periods. From a regulatory perspective, they are considered high
risk because of the cost of the credit, the consumers who use them and the potential for
borrowers to extend their borrowing (thus potentially incurring higher costs than they
would have anticipated) or borrow again. We understand that this is the basis upon
which the FCA has proposed tighter rules on this type of lending.

2.3

This logic is flawed, however, when the definition of high cost short term credit
excludes other types of credit such as logbook lending, pawnbroking and home
collected credit. The risk to the consumer with a logbook loan or a pawnbroking loan is
materially greater than is the case with payday lending as the consumer puts an asset on
the line in return for an expensive loan. Logbook loans in particular have received
attention from the OFT and consumer groups. Similarly, pawnbroking loans are used
regularly by consumers who put a possession at risk each time they borrow. Home
collected credit is also a high cost form of consumer credit. Yet these forms of lending
are excluded from the CC investigation and from the rules the FCA will introduce for
payday loans. Because of this, there is a risk that consumers will be diverted from
payday loans to products which may carry greater risk for them.

2.4

CashEuroNet therefore emphasises that the CC should consider the broader range of
high cost credit options open to consumers, and how regulation may affect payday
lending to a greater or lesser extent than other competing forms of credit.

COMPETITION WITH OTHER FORMS OF CREDIT
3.1

It is very important that the CC properly captures the extent to which consumers can
turn to other options instead of payday loans, as these alternative sources of funding
exert a competitive constraint on payday lending that the CC is considering. The CC‟s
consumer survey produces some very helpful results in terms of identifying alternative
options for consumers, but there are some issues where the survey may have failed to
fully assess the options. CashEuroNet is, in particular, concerned about the following:
3.1.1

Unauthorised overdrafts

3.1.2

Informal/illegal lending

Unauthorised overdrafts
3.2

In order to inform their view on the existence of substitutes for payday loan products,
the CC compares the characteristics of payday loans with other credit products. For
example, in paragraph 15 of the working paper on „Competition between Payday
Lenders and other Credit Providers‟, the CC claims that unauthorised overdrafts are
different from payday loans because they typically last 3 days only. However, the short
duration of unauthorised overdraft is not so much a product feature but rather the
outcome of the high cost of the product and the fact that the facility is linked to the
current account. Consumers may not plan to borrow for 3 days using their unauthorised
overdraft facility; rather, they overdraw on their account and try to pay as soon as
possible to avoid the high cost (the high cost of unauthorised overdrafts is noted by the
CC in Annex 1 of the CC working paper on „Competition between payday lenders and
other credit providers‟). Also, any funds the consumer will receive in their current
account will automatically be used by the bank to repay the unauthorised overdraft
facility which is again likely to result in consumers only using unauthorised overdrafts
for only a few days. Payday loans offer an alternative to this high cost credit.
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3.3

CashEuroNet is very surprised at the CC‟s finding that „only a very small proportion of
payday customers (around 2 per cent) would have used a credit card or overdraft to
borrow the money had their payday loan not been available‟.7 This does not fit with our
understanding of our customers or the wider market. CashEuroNet is particularly aware
of the competitive constraint produced by authorised and unauthorised overdrafts, and
is concerned that the CC have underestimated the role of this source of funds for
customers of payday loans.

3.4

The reason for this underestimate lies with the questions posed in the CC‟s consumer
survey, which could result in customers not reporting that they would have used an
unauthorised overdraft, even if they would have used one. We explain in detail our
concerns with the questions posed in the CC‟s consumer survey in our response to the
working paper „Competition between payday lenders and other credit providers‟. In
summary, we are concerned that respondents are only asked about unauthorised
overdrafts once they have indicated that they could have used an overdraft facility, even
though there are people who do not have an (authorised) overdraft facility but do have
access to unauthorised overdrafts.

3.5

To explore this issue further, CashEuroNet conducted a short bespoke online survey of
a sample of its customers to find out if unauthorised overdraft facilities and payday
loans are considered substitutes.8 Customers were asked about how their use of
unauthorised overdrafts had changed due to their use of payday loans, by asking them
how often they had run up unauthorised overdrafts during a twelve month period before
and after their adoption of payday loans. The results were that:
3.5.1

before the adoption of payday loans, [CONFIDENTIAL] % of respondents
said they had run up unauthorised overdrafts; and

3.5.2

since adopting payday loans, [CONFIDENTIAL] % of respondents said they
had run up unauthorised overdrafts.

3.6

The results indicate that use of unauthorised overdrafts [CONFIDENTIAL], this
suggests that payday loans and unauthorised overdrafts are used as substitutes by the
survey respondents.

3.7

We look forward to the new evidence from the upcoming CC survey of Credit
Reporting Agencies, which may be better able to assess the use of unauthorised
overdrafts, depending on the availability of data. It will be important for the CC to have
highly granular (perhaps daily) information about current account status for this
analysis.

3.8

Finally, we would be grateful for clarification of the CC‟s claim that there is limited
evidence to suggest that payday lenders take the action of providers of other credit
products into account. We attach, for example, evidence of CashEuroNet's monitoring
of the overdraft fees charged by banks (please see Annex 1 to this Response for
examples of such monitoring from 2010). Furthermore, as is shown in Annex 2 of the
"Competition between payday lenders and other credit providers" working paper, the
majority of lenders have submitted that they do take into account a variety of other
credit products when setting their prices.

Competition Commission, “Payday Lending Market Investigation: Annotated Issues Statement”, paragraph 53,
bullet 2.
8
This was an online survey of customers. 1,254 customers viewed the survey, of which 914 completed the survey.
The survey asked only four questions and took 1 minute to complete. A number of successful applicants were
asked to complete the survey for a six-day period in February 2014. Further details can be found in our response
to the working paper „Competition between payday lenders and other credit providers‟.

Informal/illegal lending
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3.9

The CC consumer survey finds that a large proportion (31%) of respondents reported
that they would have turned to „family and friends‟ if a payday loan had not been
available. CashEuroNet suspects that in practice, a significant proportion of these
survey respondents may turn to informal or illegal lenders who require significant
financial returns from lending. A later question (QPDSB3) in the survey asked if
respondents could have used an unlicensed lender or loan shark, and 17% of
respondents said that they could have.9

3.10

Informal or illegal lending can take many different forms. Past reports commissioned
by BIS indicate that in the past there has been a significant extent of informal/illegal
lending in the UK.10 CashEuroNet has firsthand experience of the potential growth of
illegal or unregulated lending following the imposition of more stringent controls on
regulated lending in the United States.

3.11

Per previously submitted documents11, the US market has seen a spike in informal and
illegal market lending as more states have established caps and various other
restrictions on the supply of payday loan credit. Data from the State of Oklahoma,
among others, showed that complaints about unlicensed internet lending outnumbered
complaints about payday licensees. Because state regulatory agencies typically lack the
resources to pursue the large number of unlicensed internet lenders, this unlicensed
market grew unchecked to the point that an estimated 60%+ of internet payday loans
were issued by unlicensed lenders. The State of New York, where payday lending is
illegal, recently launched enforcement against over 30 unlicensed internet lenders and
was subsequently joined in its efforts by federal bank regulators. These outcomes bear
watching as the UK implements price caps and other regulatory measures.

COMPETITION BETWEEN PAYDAY LENDERS
Price competition

9

4.1

The CC observes that prices of several products tend to cluster around £30 for a £100
loan, with some lenders charging over £45 and others charging £25 or less.

4.2

CashEuroNet would like to emphasise that, as a risk-based product (like insurance),
payday loan prices should be considered relative to the expected cost, which is
determined by the expected default rate. A lender charging £25 per £100 to a relatively
low risk customer is a different proposition than a lender charging £25 per £100 to a
relatively high risk customer, just as it is the case that motor insurance for a low risk
driver is a different proposition to motor insurance for a high risk driver.
[CONFIDENTIAL].

Competition Commission (2014), „Payday Lending Survey‟ Table 69.
For example, see a 2010 report by Policis, „Interim evaluation of the national illegal money lending projects –
summary‟, report commissioned by BIS. Policis found that approximately 320,000 individuals turned to illegal
lenders in the UK, with total borrowing of £120 million and total repayments of £450 million.
11
CashEuroNet submission to the Competition Commission, July 12, 2013.
10
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4.3

Consequently, wide price dispersion may simply reflect payday lenders to some extent
serving different types of customers (by risk profile). Some lenders may go „deeper into
the market‟ by accepting higher risk customers than other lenders. The CC has shown in
the working paper „Customers and their loans‟ (slide 32) that there is a large variation
in the proportion of loans that are not repaid in full across different lenders, and this
variation is not incomparable to the price dispersion noted by the CC. It is therefore
vital for the CC to assess prices in conjunction with the cost of default. This requires a
careful analysis covering a sufficiently long time period that takes into account the total
cost of credit and the different ways these costs may be recovered from different types
of customer. In its Working Papers, the CC seems to have analysed prices in isolation.
Furthermore, it is possible for a payday lender to alter its pricing strategy by flexing its
loan acceptance criteria to alter the risk profile of the customers it accepts. A lender
could effectively reduce its price relative to the competition by accepting higher risk
customers at the same listed price as before.

4.4

[CONFIDENTIAL] This is an outcome that can be expected in a competitive market.
This is certainly the outcome that the CC has observed in the private motor insurance
market, where the CC „found strong rivalry in the sale to consumers of basic motor
insurance‟12.

4.5

The analysis in the CC's working paper on payday lender pricing refers to the 'listed'
prices for payday loans, which do not take into account discounts, which can be
significant. It is also important to note that CashEuroNet has declined to add charges
and fees that are common throughout the industry. The lack of expedited funding fees
or post maturity interest must be considered in the total cost of credit equation.

4.6

On a more specific point of fact, CashEuroNet would like to note that the example
given in paragraph 58 of the AIS, of a one-month £100 loan repaid 11 days late, can
cost significantly less than £40 in total, as estimated by the CC. The QuickQuid payday
product of this type, including the late payment fee, would cost £32 in total for the
„Excellent‟ price tier and £37 in total for the „Good‟ price tier (as well as £41.50 for the
„Average‟ price tier).13

4.7

We also notice, for example, in the „Payday Lender Pricing‟ working paper figure 4, the
CC has only presented information about the highest price tier of QuickQuid payday
loans, which we call our „Average‟ price tier ([CONFIDENTIAL]), but do not present
evidence about the „Good‟ price tier nor the „Excellent‟ price tier. We do not
understand why only the highest price tier would be included in an analysis of the range
of prices on offer.

„Private Motor Insurance Market Investigation: Provisional Findings report‟, paragraph 5 of the summary.
QuickQuid has a late fee of £12 and does not charge post-default interest. So the total cost for the „excellent‟
price tier would be the £20 financing charge plus the £12 late fee, equal to £32.
13

Non-price competition
4.8

5

6

CashEuroNet supports the CC‟s finding that „the evidence suggests that there has been
some competition between lenders on non-price loan attributes in the period since
2008‟. Online payday lenders supply new innovative financial products to a customer
base which is often not well served by banks. Non-price competition through
improvements in product features (typically supplied at no extra cost) is at the heart of
how this sector has developed and will develop in the future, subject to the regulatory
regime. The importance of non-price competition should therefore not be underestimated, just as it should not be under-estimated for other technology-driven sectors.

COSTS AND PROFITABILITY
5.1

CashEuroNet has not yet had the opportunity to review the CC‟s working paper on the
profitability of payday lending companies, as this working paper was only published on
February 24.

5.2

We welcome the CC‟s recognition of the need to assess how the development of the
sector affects profitability and the higher risks inherent in start-up companies.14

5.3

In particular, CashEuroNet would like to highlight the considerable risk facing payday
lending companies that the CC has identified in terms of wide variations in profitability
and, in particular, the rate of default. It is vital to consider profitability on an ex-ante
basis, taking into account the wide range of possible outcomes that an investor could
reasonably have expected. Some lenders have been successful, whilst others have made
losses, and in this rapidly changing market, no lender can assume their success will
continue indefinitely.

5.4

For example, whilst the CC is right to note that the default rates of existing customers
tend to be lower than for new customers, this does not provide well-established lenders
with assurance about their future profitability. As the CC has reported in the „Repeat
Customers‟ working paper, the average customer tends to remain an active customer of
a payday company for only around a year, before moving on to an alternative payday
lender or other sources of credit. For example, only 35% of customers who took out
loans in 2012 ended up coming back to the same lender in January-August 201315.
Furthermore, the default rate of existing customers is still distinctly uncertain, even for
a well-established lender, with CC analysis showing default rates for existing customers
varying greatly amongst different lenders16.

5.5

The profitability of payday lending must therefore be considered on an ex-ante basis, as
the expected return for an investor taking into account the range of possible outcomes.

THEORIES OF HARM
Impediments to customers' ability to shop around and switch supplier
6.1

14

CashEuroNet would like to emphasise that the level of shopping around for an online

Competition Commission, “Payday Lending Market Investigation: Annotated Issues Statement”, paragraph 51.
Competition Commission (2014) „Repeat Customers– presentation based on analysis of their transaction data‟,
slide 13.
16
Competition Commission (2014) „Customers and their loans – presentation based on analysis of their
transaction data‟, slide 36.
15

payday loan (45%),17 is broadly comparable to other financial services products:

17

6.1.1

The current CC market investigation on private motor insurance (PMI)
reveals that „two-fifths (42%) of PMI customers said that they last compared
insurers or insurance policies less than a year ago‟.18 The CC considered this a
relatively high level of shopping around and concluded that there was strong
rivalry in the sale to consumers of motor insurance19.

6.1.2

In a Yougov survey of 2011, 58% of people responded that they use a price
comparison website (PCW) to buy insurance and 42% use PCWs to find a
utility provider20.

6.1.3

A survey by Mintel21 from 2011 showed that: 46% of consumers have
researched motor insurance through a PCW; and 25% have researched a credit
card.

6.2

To further examine the issue, CashEuroNet conducted a short bespoke online survey of
its customers22 to estimate the proportion of those who shop around. Similar to the CC
consumer survey, customers were first asked whether they shopped around for the loan
for which they had been approved, and if the answer was „No‟, they were asked a
follow-up question on whether they had ever shopped around for a previous payday
loan. The results of the survey show that [CONFIDENTIAL] % replied that they had
shopped around for the loan in question and [CONFIDENTIAL] % replied that, while
they had not shopped around for this loan, they had shopped around for previous
payday loans. We will provide further detail on the findings of this survey, which are
broadly consistent with the CC‟s consumer survey findings, in our response to the
„shopping around‟ working paper.

6.3

We would ask the CC to consider suitable benchmarks for determining whether there is
sufficient shopping around for payday loans. In markets where the CC has found there
to be strong rivalry in the sale to consumers (e.g., PMI), the majority of consumers do
not shop around.

6.4

In a number of other areas, CashEuroNet is surprised by the conclusions that the CC
has drawn from the findings of the consumer survey, and suggests alternative
interpretations, as follows:

The CC consumer survey found that 31% of online payday loan customers shopped around for their most recent
loan, and an additional 14% have shopped around when buying a previous loan. See Tables 152 and 160 of the
„Payday lending TNS survey tables‟. As payday customers typically only stick with a lender for 12-18 months,
this suggests that 45% of customers shopped around in the past 12-18 months.
18
Competition Commission (2013) „Private Motor Insurance Market Investigation: IFF Research report‟,
paragraph 2.20.
19
See Competition Commission (2013) working paper „Private motor insurance investigation: Theory of harm 4:
Obstacles to switching‟, particularly paragraphs 2 and 14. The Competition Commission refers to another survey
finding that 55% of respondents „generally compare PMI policies every year at renewal‟. Of these respondents,
35% (of the 55%) then went on to say they had not compared „less than a year ago‟ (question A14a), which
explains the difference with the 42% that actually compared „less than a year ago‟. See page 27 of the „Consumer
survey tables‟ published with the Competition Commission working papers for the PMI investigation.
20
http://cdn.yougov.com/cumulus_uploads/document/0mzoub601j/YG-Archive-1110506-Publicite.pdf.
21
http://www.mintel.com/press-centre/technology-press-centre/price-comparison-sites-its-a-click-with-60-of-brits.
22
This was an online survey of customers conducted over a 6-day period in February 2014. [CONFIDENTIAL].
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6.4.1

The CC suggests that consumers do not switch due to the perceived
inconvenience of doing so.23 But the main reason cited in the CC consumer
survey for why people stay with the same lender is the fact that they are happy
with the level of service provided24.

6.4.2

The CC considers that consumers may switch around because they are denied
a loan by their existing lender.25 But when respondents in the CC consumer
survey were asked the reason why they have used multiple lenders, a large
proportion (44%) replied that they switched due to preferring an alternative
loan or service (p. 134-135). The most important aspect preferred for the new
lender is the cost of the loan (38%).

6.5

Overall, the CC consumer survey evidence suggests that a significant proportion of
online payday loan customers do shop around, use multiple lenders and choose lenders
on the basis of preferred services or loan cost.

6.6

CashEuroNet also calls for the CC to conduct further research before concluding that
customers will „perceive time spent shopping around to be costly‟ due to the value they
place on the speed of funding.26 It is important to reflect on the amount of time
involved. From the customers‟ perspective, obtaining funds quickly means obtaining
funds within the next hour or so via a payday loan, or instantly from an unauthorised
overdraft, instead of having to wait perhaps a few days for alternative sources (such as
from family and friends or a credit union). The findings of the qualitative research of
the consumer survey27 show that each customer spends approximately 1-10 minutes
reviewing the websites of payday lenders. This is not surprising given the ease of
accessing price information from many payday lenders' websites28. In the view of
CashEuroNet, therefore, the need to obtain funds within an hour rather than in the next
few days does not preclude shopping around for the best deal online, as the amount of
time needed to shop around is relatively small.

6.7

[CONFIDENTIAL].

6.8

[CONFIDENTIAL].

6.9

Finally, CashEuroNet shares the CC‟s concern that „some borrowers may be overoptimistic about their ability to repay‟, and therefore may pay insufficient attention to
late fees and post-default interest charges when selecting a loan.29 It is the view of
CashEuroNet that these charges should be kept at reasonable levels, in order to protect
customers who may be facing financial difficulties. For this reason, CashEuroNet does
not charge post-default interest and our late payment fee, set at £12, is relatively low
both compared to other payday lenders and compared to banks and credit card
companies.30

Competition Commission, “Payday Lending Market Investigation: Annotated Issues Statement”, paragraph 86.
Competition Commission, „Research into the payday lending market: Final Report‟, page 136.
25
Competition Commission, “Payday Lending Market Investigation: Annotated Issues Statement”, paragraph 93.
26
Competition Commission, “Payday Lending Market Investigation: Annotated Issues Statement”, paragraph 86.
27
Competition Commission, „Research into the payday lending market: Final Report‟, page 95
28
Competition Commission, “Payday Lending Market Investigation: Review of the Websites of Payday Lenders
and Lead Generators”, paragraph 2.
29
Competition Commission, “Payday Lending Market Investigation: Annotated Issues Statement”, paragraph 92.
30
As shown in the Competition Commission working paper „Payday lender pricing‟.
24

Market power and entry and expansion
6.10

The CC is focusing on three potential barriers to entry:
6.10.1

6.10.2

Customer information:
(a)

The CC is right to identify the importance of customer information for
the payday lending business, as effective identification of customers
who can be expected to successfully pay back the loan is a vital factor
in the success of a lender. As the CC has identified, default rates vary
greatly across lenders and are perhaps the single most important
determinant of whether a lender is successful or not.

(b)

Consequently, CashEuroNet actively seeks improved customer
information. CashEuroNet is involved in a Callcredit project to
introduce real time data for payday lending, so that we are able to see
what payday loans an applicant currently has. This information will be
of benefit to all payday lenders (through Callcredit), and is due to be
launched in April or May 2014.

(c)

These improvements in information benefit both existing payday
lenders and new entrants alike. Whilst payday lending requires
innovative technologies to allow credit provision to customers that
traditional lenders often turn away, these technologies are available to
new entrants and do not represent a significant barrier to entry. This is
quite clear, given the success of new entrants such as Wonga and the
large number of smaller payday lenders that currently exist in the
market.

(d)

New lenders such as [CONFIDENTIAL] have also successfully
entered the market with competitive prices. Credit risk modelling for
payday lending benefits from the rapid turn around of the loans, which
means that new entrants can learn about default rates within only 30
days or so of issuing loans (in contrast to longer term forms of
consumer debt). This allows new entrants to relatively quickly refine
and improve their credit scoring models.

Customer acquisition costs: The CC will be focusing its investigation on the
costs of building a brand primarily through advertising or acquiring
customers through third parties.
(a)

31

Similarly, customer acquisition costs, which represent a significant cost
of payday lending, do not represent a significant barrier to entry, as
many potential marketing channels have few „fixed‟ costs. Buying
leads from a lead generator costs the same, per lead, for a small lender
as it does for a larger lender and leads can be sourced at multiple price
points on the ping tree. Pay-per-click costs are also similarly scalable.
The cost of TV advertising represents [CONFIDENTIAL]
CashEuroNet‟s marketing spend.31

TV advertising accounted for [CONFIDENTIAL] % of total marketing spend in 2013.

6.10.3

Reputation risk: The CC is considering the extent to which the political and
media attention centred on disreputable lending practices and the social costs
of payday lending may deter or restrict lenders considering entering the
payday lending market.
(a)

7

CashEuroNet understands that the under-provision of financial services
by banks to sub-prime customers (those with relatively low or volatile
incomes or poor credit histories) has been a long running issue in the
UK and the fundamental reasons for this are unlikely to change. Subprime customers provide very limited scope for banks to cross-sell
other products and thereby spread acquisition costs, so therefore are
unlikely to become a focus for mainstream lenders, even in the absence
of negative political and media attention on the sector.

CONCLUSION AND NEXT STEPS
CashEuroNet appreciates the detailed analysis undertaken by the CC to-date in order to
understand the market for short term high cost credit and we would respectfully ask the CC to
consider the points raised in this response during the next phase of this inquiry.
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Perkins, Anne
BBC article on Overdraft Charges

In case you had not previously seen this, an article from BBC in May that includes
unauthorized charge example.
http://news.bbc.co.uk/2/hi/business/10110698.stm
(excerpt from the article):
Andrew Hagger, of financial website Moneynet.co.uk, argued that charges levied when
people go overdrawn without permission were still a bigger issue for consumers…
[CONFIDENTIAL]
[CONFIDENTIAL]

Greg Hohnstein
Marketing Manager
312-784-0690 Direct
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"Banks are likely to be making more now from these increases than they
ever were from penalty charges."
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However, the British Bankers' Association (BBA), which represents the
banks, has branded the theory as too simplistic.
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"[Moneyfacts] are comparing interest rates today with interest rates during
the easy credit era," a BBA spokesman said.
"The interest rate offered during that period and cost of banking was
unsustainable. The economics of the industry has changed.
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"To point out one factor as the main influence on pricing makes no
sense."
Andrew Hagger, of financial website Moneynet.co.uk, argued that charges
levied when people go overdrawn without permission were still a bigger
issue for consumers.
If someone with an agreed overdraft was charged at a market average of
14% and they were £500 overdrawn for 15 days each month, they would
pay interest charges of £2.87 per month, he said.
If their interest rate was increased by 2%, it would mean having to pay an
extra 41p every month.
"These charges pale into insignificance when compared to the
unauthorised charging structures currently employed by some of the
banks," he said.
"The area that really needs more focus is unauthorised charging, where a
£50 unauthorised overdraft for just three days can cost a customer up to
£60 for what is a short-term and fairly minor financial indiscretion."
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