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Regulating the high-cost short-term credit market. A round-table discussion with 
Nadege Genetay (FCA), Russell Hamblin-Boone (Consumer Finance Association), 

Jodi Gardner (University of Birmingham), Damon Gibbons (Centre for 
Responsible Credit) and Christine Allison (CSFI). 

 
To be held on Tuesday, April 29, 2014, from 12:30-2:15pm.  

At the London Capital Club, 15 Abchurch Lane, London, EC4N 7BW. 
 

This is the first in a new series of round-tables presented jointly by the CSFI and 
the Archbishop of Canterbury’s Task Group on Responsible Credit and Savings.  

 
An unusually heated discussion, which stayed only just on the right side of civility… 
 
First, the FCA: It has taken over regulation of the short-term credit market, and is moving 
fast. Parliament has mandated that it impose total cost caps, and it is working on various 
options (including the Australian model). In the meantime, it is pressing on with an 
affordability criteria and is requiring delinquent borrowers to be offered advice. To its 
credit, the FCA is very aware of unintended consequences, and doesn’t want to push 
stressed borrowers into the illegal loan market. It is also aware that any rules are likely 
to be ‘gamed’ by some sectors of the industry – though the more responsible end of the 
industry is adamant that a great deal of progress is already being made. There seems 
little doubt that the new regulatory regime is already having an impact on the industry – 
and there were even suggestions that some short-term credit providers had dropped out 
of the market to review their overall strategy. 
 
The problem (from the consumer side) is clear: people who use short-term credit are 
already in trouble. There may be issues of convenience, but, for most, it is a last resort – 
not a first. (Which, incidentally, suggests that consumer advocates ought to focus more 
on utility companies – whose threats often send people to the payday lender.) There 
seemed to be support from the consumer side for cost caps – but where they should be 
set is tricky. Lending in this space is inherently risky – and I (for one) was not convinced 
that the short-term credit market is particularly profitable, even at the astronomic rates 
that are advertised. 
 
What of the Australian example? Cost caps were introduced about nine months ago, 
and, so far, the experience is broadly positive. But one thing was clear: payday lenders 
is Australia have to compete with the state, which is able to offer low/no interest ‘welfare 
loans’ to welfare recipients (which are then serviced automatically out of future welfare 
payments). Could something similar work here? 
 
It was a (very) lively discussion. But I remain a floating voter. True, short-term credit is 
expensive – probably too expensive for those who need it. It would, therefore, be great 
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to bring in more players – notably the credit unions. But is isn’t particularly profitable – 
not least because those who need the credit are already pretty much at the end of their 
rope. And, if you stop them getting it from legal (and regulated) sources, illegal (and 
unregulated) suppliers will find a way to step in. The answer has got to be to reduce the 
demand for very expensive short-term credit – which means helping people who are on 
the edge not to fall over. 
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