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INVITATION TO COMMENT ON THE FCA’S PROPOSED UPDATE TO TEMPORARY GUIDANCE 

FOR FIRMS ON CREDIT CARDS (INCLUDING RETAIL REVOLVING CREDIT) AND 

CORONAVIRUS  

JUNE 2020 

1. INTRODUCTION 

1.1. We welcome the FCA’s invitation to comment on the FCA’s temporary guidance on 

credit cards.  

1.2. This submission brings together the combined responses of the following 

organisations (in alphabetical order):  

 Carl Packman, Head of Corporate Engagement, Fair By Design  

 Faith Reynolds, Independent Consumer Expert 

 Sian Williams, Director of Policy and Innovation, Toynbee Hall  

1.3. Please note that we consent to public disclosure of this response. 

1.4. For more information about this response please contact Carl Packman: 

c.packman@barrowcadbury.org.uk 

 

2. ABOUT FAIR BY DESIGN 

2.1. Fair by Design is a movement dedicated to reshaping essential services, like energy, 

credit and insurance, so they don’t cost more if you’re poor. People in poverty pay 

more for a range of products including energy, through standard variable tariffs; credit, 

through pay day loans; and insurance, through post codes considered higher risk. This is 

known as the poverty premium. 

2.2. We collaborate with industry, government, and regulators to design out the poverty 

premium. 

2.3. Our Venture Fund provides capital to help grow new and scalable ventures that are 

innovating to make markets fairer. 

2.4. Fair by Design was conceived by the Joseph Rowntree Foundation and Big Society 

Capital. The Barrow Cadbury Trust manages the Campaign, and Ascension Ventures 

manage the Venture Fund. Fair By Design welcomes the opportunity to respond to this 

updated guidance for credit firms.  

2.5. Fair By Design submitted a response to the original temporary guidance, which can be 

found here: https://fairbydesign.com/wp-content/uploads/2020/04/FCA-Call-for-input-

Credit-and-Coronavirus-060420.pdf 
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3. OUR RESPONSE 

For the specific proposals raised, we welcome the fact that firms are required to contact 

their customers to find out if they can resume payments (where that customer has required 

a payment holiday). This is because people in financial distress will often struggle with 

balancing multiple different priorities during this difficult time. As the Competition and 

Markets Authority has previously acknowledged, ‘time-poverty’ is an important factor for 

understanding consumer vulnerability1.   

We also welcome the rules ensuring firms consider temporary options for consumers who 

can or are experiencing payment difficulties because of coronavirus. It’s very welcome that 

these options include reducing payments on credit cards and loans, where this is necessary.  

With respect to interest accrual, we reiterate our original call for interest to be suspended 

for those customers who are granted a payment holiday due to payment difficulties because 

of coronavirus. This is our view across the range of credit products in discussion here.  

We acknowledge that the FCA states in the guidance the following: “this guidance does not 

preclude a firm from offering a more generous form of support, such as waiving of interest.” 

However we feel this is currently insufficient.  

Credit firms should seriously consider whether it is fair to charge interest on loan products 

to someone who is facing financial difficulty through no fault of their own. The FCA should 

also reconsider their guidance in relation to this, since many people facing financial 

difficulties at this time will have experienced an unexpected significant drop in their income 

or income loss altogether. After all, coronavirus should be treated as an ‘income loss’ issue 

for consumers. 

While we welcome the guidance specifying how firms engage with consumers who come to 

the end of their payment holiday period, we also remain of the view that this is a good 

opportunity to raise the point about how all customer data can be used to identify potential 

detriment.  

We therefore would like to see further guidance from the FCA on how providers should be 

proactively using customer data to identify potential harm and financial distress during this 

time, and making efforts to communicate to customers to offer appropriate remedies. There 

is evidence in abundance2 to show that during times of financial distress, an individual’s 

                                                           
1
 https://www.gov.uk/government/publications/consumer-vulnerability-challenges-and-potential-

solutions/consumer-vulnerability-challenges-and-potential-solutions 
2
 See for example the literature on the ‘scarcity mindset’: 

https://www.fdic.gov/news/events/consumersymposium/2013/Scarcity_Why_Having_Too_Little_Means_So_
Much.pdf; https://www.behaviouralinsights.co.uk/wp-content/uploads/2016/05/Applying-behavioural-
insights-to-regulated-markets-final.pdf; 
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Consumer%20publications/Citizens%20Advice%20-
%20The%20cost%20of%20loyalty.pdf 
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https://www.behaviouralinsights.co.uk/wp-content/uploads/2016/05/Applying-behavioural-insights-to-regulated-markets-final.pdf
https://www.behaviouralinsights.co.uk/wp-content/uploads/2016/05/Applying-behavioural-insights-to-regulated-markets-final.pdf
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Consumer%20publications/Citizens%20Advice%20-%20The%20cost%20of%20loyalty.pdf
https://www.citizensadvice.org.uk/Global/CitizensAdvice/Consumer%20publications/Citizens%20Advice%20-%20The%20cost%20of%20loyalty.pdf


3 
 

behaviour will change significantly increasing their risk of exposure to harm (e.g. not 

contacting suppliers to negotiate payment deferrals, but instead borrowing from the 

commercial credit market to manage existing debts). In the interests of achieving good 

customer outcomes, and Treating Customers Fairly, every effort by suppliers to reach out to 

at-risk customers ought to be made. 

Finally, we welcome the clarification that a person’s credit score should not be affected by 

payment holidays, because of the impacts of coronavirus. However we are concerned by 

another aspect of affordability assessments, which the FCA has made reference to. Namely, 

that lenders don’t just check credit scores in affordability assessments, and therefore those 

who have taken a payment holiday still run the risk of being penalised by seeking a payment 

holiday.  

There is a concern that consumers were not made aware of this reality around the time that 

the FCA originally published its temporary rules.  

Since within the current rules there can be no guarantees that taking a payment holiday will 

not affect someone requiring an affordability assessment in some way (even if one’s credit 

score is not impacted), we would urge the FCA to investigate what other rules can be set in 

place to help people avoid problems. For instance, can a rule be set that says a lending firm 

should not seek to turn a person down for a credit product in future for taking on a payment 

holiday due to being financially impacted by coronavirus?  

 

 


