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Executive Summary  

Short-term consumer credit products, if properly regulated and used by informed 

consumers, can effectively meet certain consumers’ needs and contribute to their 

financial well-being. However, the use of short-term credit can also lead to consumer 

detriment and affect in particular the most vulnerable sectors of the population, in mature 

and emerging economies alike.   

With this in mind, members of the G20/OECD Task Force on Financial Consumer 

Protection, FinCoNet and the OECD International Network on Financial Education 

sought to investigate developments in the short-term credit market and identify effective 

policy responses combining financial regulation, supervision and education, building on 

their respective areas of expertise and recognised international leadership.  

A joint survey conducted among the membership of the three bodies indicates that the 

provision of short-term credit products, as well as the regulation and supervision of their 

providers, varies substantially across jurisdictions, and that within a majority of 

jurisdictions short-term credit is regulated and supervised similarly to other forms of 

consumer credit. Some economies have, however, devised a specific regulatory and 

supervisory framework for certain categories of short-term credit. In these cases, products 

considered to be short-term high-cost credit -either because of their duration, or because 

of the higher cost compared to other products available in the local market - are subject to 

specific monitoring and to stricter regulation and supervision.  

With a view to providing policy makers with regulatory, supervisory and educational 

solutions that can be applied to the products that consumers use to meet their short-term 

credit needs - and bearing in mind differences across jurisdictions - the report focuses 

mostly on these specific forms of regulation and supervision. Without taking a 

prescriptive approach, these examples can provide policy makers with relevant solutions 

to inform their responsible lending regimes, their supervisory activities and their financial 

education and awareness solutions in the field of short-term consumer credit.  

This approach is justified by the common risks faced by consumers when using financial 

products to meet short-term credit needs and by the similar consumer detriment they can 

face. Depending on the specific credit product, the applicable regulatory framework and 

on levels of financial literacy and awareness, detriment can emerge from a limited 

understanding of terms and conditions, unclear and non-transparent disclosure of prices 

and fees, the market conduct of providers as well as digital provision and personal data 

misuse. Responding authorities highlighted in particular that consumers can be exposed 

to unfair lending practices and can enter a path with higher probabilities of over-

indebtedness. Moreover, in particular with respect to short-term high cost consumer credit 

such as payday lending, they can face higher costs than incurred with available alternative 

forms of credit. These factors can also negatively impact on levels of effective financial 

inclusion.  
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Based on the analysis conducted and on the qualitative and quantitative information 

provided by public authorities responding to the joint survey, the report suggests policy 

actions that can be applicable to the regulation and supervision of the products that 

consumers use to meet their short-term credit needs, and to financial education and 

awareness initiatives addressing credit. 

Evidence 

Policy makers should have a clear picture of the provision of short-term credit, and of its 

effects on consumers, in particular in jurisdictions in which certain short-term credit 

products might fall outside of the supervisory perimeter of the financial regulator. Policy 

makers should:  

 Ensure effective market monitoring to capture short-term credit provision, and 

consider whether the short-term credit market might require more granular 

supervision. 

 Seek to better understand consumer behaviour and understand how consumers 

use short-term credit products and to meet which needs, through a holistic view 

that takes into account all the credit products available to consumers, their levels 

of debt and savings.   

Regulatory coverage 

Policy makers should ensure that the provision of short-term credit by specialised lenders 

is covered by sufficient financial consumer protection measures, at least equivalent to 

those applicable to other forms of consumer credit. They should in particular:   

 Assess the coherence of the regulatory and supervisory coverage of the short-

term credit market, and whether it is fit to protect consumers in this space.  

Regulatory and supervisory approaches   

In the presence of consumer detriment in the market for short-term credit, policy makers 

could consider adopting specific policy solutions, and evaluating the effects of their 

introduction. They could consider in particular:   

 Moving beyond disclosure for short-term credit products, to make consumers 

aware of their special features, in particular short-term high-cost credit products, 

through the presence of legislated warnings redirecting to the financial education 

website of the responsible financial authority or the authority in charge of 

financial education initiatives, where this exists.  

 Introducing caps on the cost of short-term credit, if they can contain costs for 

consumers without excluding the most vulnerable from the short-term credit 

market and/or giving rise to regulatory arbitrage. 

 Introducing specific responsible lending provisions tailored on short-term credit 

providers, such as affordability rules, a limit on rollovers (refinancing) or on the 

number of concurrent short-term loans or multiple loans that a consumer can hold 

at a point in time or over a given period.  

Financial education  

Policy makers should also consider addressing short-term credit as part of financial 

education programmes and initiatives targeting consumers and in particular, the most 
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vulnerable, such as people on low incomes, young and/or elderly people. Financial 

education initiatives can in particular: 

 support young people and adults in the development of positive financial 

behaviours and attitudes; 

 promote savings habits as a way of avoiding borrowing to cover expenditure or 

income shocks, or to smooth uneven income and expenditure flows; 

 understand how to build a credit score (where this exists) to improve access to 

lower cost forms of borrowing;  

 improve knowledge on credit, its different features, limitations and beneficial use 

and awareness of possible lower-cost alternatives (e.g. lower-cost credit, or 

alternatives to borrowing); 

 encourage consumers to shop around, to compare products and make informed 

choices, e.g. by supporting the creation of digital platforms or comparison tools; 

 address consumers’ behavioural biases, for example by harnessing the 

opportunities for improved decision making and behavioural change provided by 

digital tools; and 

 be part of debt advice solutions for consumers in financial distress.  
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1.  Introduction  

1.1. Background 

The development of this report originates from the agreement reached by the G20/OECD 

Task Force on Financial Consumer Protection, FinCoNet and the OECD International 

Network on Financial Education on the relevance and opportunity of joint work on short-

term consumer credit.   

The three bodies agreed that whilst the uptake of short-term credit products indicates 

market demand, the evidence suggests that they can also lead to poor consumer outcomes. 

This can have negative consequences for consumers, the most vulnerable in particular, 

and ultimately economies as a whole. 

Box 1. Relevance of joint work on short-term consumer credit  

for the three bodies’ programmes of work 

Research in this area is consistent with work already undertaken by the three bodies and with 

their programmes of work:   

G20/OECD Task Force on Financial Consumer Protection: it informs ongoing policy 

work on issues relating to consumer credit such as responsible lending, over-indebtedness, 

credit cards, product bundling and managing of arrears on unsecured lending. It also 

contributed to the review of the Recommendation of the OECD Council concerning consumer 

protection in the field of consumer credit (OECD, 2018b) (see Box 8).  

FinCoNet: it complements and deepens work conducted on Responsible Lending (2014), 

Sales Incentives (2015), and builds on the FinCoNet Report on the Digitalisation of Short-

Term, High-Cost Consumer Credit4 (FinCoNet, 2017) and on the FinCoNet Guidance to 

Supervisors on Digitalisation of Short-Term, High-Cost Consumer Credit (FinCoNet, 2019). 

Work on short-term credit will also feed into the two new work streams on product culture 

and governance and on financial advertising.  

OECD/INFE: it supports work to be conducted on product choice, complements research and 

guidance on vulnerable groups, and builds on the OECD Recommendation of the Council on 

Good Practices on Financial Education and Awareness Relating to Credit (OECD, 2009). It 

feeds into work on digitalisation as well as into the review of the OECD instruments on 

financial education, which will lead to a single, comprehensive, global standard on financial 

education and literacy. 

                                                      
4 This report adopts the terminology used by FinCoNet: “short-term high-cost credit”. The 

terminology “high-cost short-term credit” is used when describing the regulatory framework in the 

United Kingdom.  
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1.2. Process  

The G20/OECD Task Force on Financial Consumer Protection, the OECD/INFE 

International Network on Financial Education and FinCoNet agreed on the need to 

conduct a joint survey on relevant aspects of short-term consumer credit, with a view to 

developing a joint report and – if appropriate – international guidance in this domain. 

Accordingly, the OECD Secretariat prepared a draft joint questionnaire (see Annex B) 

and distributed it to the three bodies for review and approval. The OECD Secretariat then 

used the finalised to undertake a joint survey of the members of the three bodies. This 

process was completed in June 2017.  

Fifty responses from public authorities in 47 economies were received. These include 

central banks, financial markets authorities and government ministries, with a global 

geographical representation (see Annex A).  

Members of the three bodies discussed and provided comments on two drafts of the 

report, in July and in September 2018.  

Following these steps and having included comments from members of the three bodies, 

a revised final draft was circulated in January 2019 for final approval.  

1.2.1. Sources  

The information included in the report is based on the responses received to the Joint 

Questionnaire on Relevant Aspects of Short-term consumer credit (hereinafter the Joint 

survey), to the FinCoNet Survey on Digitalisation of Short-term high-cost lending: 

Supervisory Challenges to Promote Responsible Lending, as well as desk research and 

bilateral contacts between the OECD Secretariat and responding jurisdictions.  
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2.  Defining short-term consumer credit and understanding its provision 

2.1. The focus of the report  

Consumers’ short-term credit needs can be met by a variety of formal and informal credit 

providers. Formal providers include banks, specialised lenders, credit card providers, 

pawnbrokers, as well as employers, where advances on salary are a possibility. Informal 

credit is very broad, but often includes borrowing from friends and family, taking goods 

on credit from shopkeepers or asking for a loan from a savings and loan clubs. Illegal 

lenders also operate in many jurisdictions, and pose a particular danger to vulnerable 

consumers. 

The provision of informal credit was outside the scope of the survey and therefore this 

report.  Undoubtedly, it constitutes a significant component of short-term credit provision 

generally and may warrant further investigation by policy makers in due course, 

notwithstanding the inherent challenges of collecting data. 

In terms of formal provision of credit, the survey shows that the short-term credit needs 

of consumers are met by a variety of formal credit products: revolving credit products, 

such as credit cards, store cards and overdraft facilities; secured loans such as those 

offered through pawnbrokers, secured on a motor vehicle, or rent-to-own/hire-purchase 

contracts; and personal unsecured loans. Consumers can access unsecured, fixed-sum 

loans through traditional deposit-taking institutions, such as banks, and specialised 

lenders, or short-term high-cost loans offered exclusively by specialised lenders (see 

Table 2.1).  

Table 2.1. Examples of formal short-term credit from a consumer-centric perspective 

Possible sources of formal short-term credit from a consumer perspective 

Revolving credit 

Secured 
loans: through 
pawn brokers, 
secured on a 
motor vehicle, 
or rent-to-own 

/ hire-
purchase 

Personal unsecured fixed-sum loans 

Credit cards, 
store cards 

Overdraft 
facilities 

 

Personal short-term loans 
offered by traditional 

deposit-taking institutions 
such as banks, and 

specialised lenders (such as 
guarantor lenders) 

Loans with short 
maturities (up to the 
following pay day – 

payday lending - or a 
few months, or home-
collected credit - up to 
12 months)  offered by 

specialised lenders 

The responses to the survey provided information in particular on short-term credit 

products that are used by consumers on an ad hoc basis, i.e. fixed-sum loans, and more 

specifically what responding jurisdictions consider short-term high-cost credit. These 
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products (see Box 2) are in some jurisdictions not covered by general consumer credit 

regulations but are subject to a specific monitoring and to a different regulatory or 

supervisory treatment specifically devised to address risks in the short-term credit market. 

Responding authorities did not provide specific information on credit cards and overdraft 

facilities. These are considered - depending on the jurisdiction - short-term credit 

products, as they meet short-term credit needs despite being open-ended revolving credit 

instruments, but are in many cases covered by specific legislation and can raise different 

regulatory issues. As such, they are not part of the scope of the report.  

With this in mind, and considering differences across jurisdictions, the report presents in 

particular financial consumer protection and financial education issues relative to the 

provision and use of short-term high-cost credit, while also taking into account the 

general framework for consumer credit products applying to short-term credit among 

responding jurisdictions.    

Without taking a prescriptive approach, the examples of the economies that have devised 

a specific regulatory and supervisory framework for these categories of short-term credit 

products will be presented with a view to providing policy makers with regulatory, 

supervisory and educational solutions that can be taken into account in the short-term 

consumer credit market at large.   

Box 2. Short-term high-cost consumer credit: the description adopted by  

FinCoNet and examples from selected jurisdictions 

Short-term high-cost credit has been described by FinCoNet (FinCoNet, 2017) as the practice 

of lending to consumers:  

 amounts of money that are small relative to other forms of credit in the market,  

 for short periods of time (most commonly for durations of under 12 months),  

 at a rate that is considered to be high compared with other credit products available to 

consumers in their jurisdiction.  

Short-term high-cost credit products are referred to in different ways and display different 

features among responding jurisdictions: short-term high-cost credit, high-cost short-term 

credit, payday loans, home-collected credit, small amount credit contracts (SACCs), short-

term small-dollar credit (STSDC) or moneylending agreements. Their duration can vary from 

a few days and up to the following payday (payday loans), to a few months and up to a year 

repayable through instalments. Some jurisdictions consider also overdraft facilities and credit 

card debt as being short-term high-cost credit.   

Some jurisdictions have adopted a codified definition of specific categories of short-term 

high-cost consumer credit provided by specialised lenders in their markets. The definitions are 

based on elements such as the duration of the credit agreement, the amount borrowed, or the 

applicable interest rate. The examples of Australia, Canada, Denmark, Ireland, the 

Netherlands, South Africa, the United Kingdom and the United States presented below 

provide an indication of the variation of what is considered short-term high-cost credit among 

the jurisdictions covered by this report.  

Australia  

In Australia, specific measures were implemented in 2013 to regulate the short-term consumer 

credit market (Australian Government, 2009). The National Consumer Credit Protection Act 

of 2009 prohibits loans for up to AUS 2000 with a term of 15 days or less (which are defined 

“short-term credit”), and authorises Small Amount Credit Contracts (SACC). A SACC is 

defined as a contract that: 
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 is not a continuing credit contract and is unsecured; 

 is not provided by an authorised deposit-taking institution (ADI); 

 has a credit limit of AUS 2000 or less; and 

 has a term between 16 days and one year. 

The Act also establishes Medium Amount Credit Contracts (MACC), being loans with credit 

limits between AUS 2001 and AUS 5000, which are not offered by an ADI or a continuing 

credit contract and have a term of between 16 days and 2 years. 

Canada 

In Canada, there is no general definition of high-cost shorter-term credit. However, federal 

legislation provides a definition of “payday loan”, a specific type of short-term high-cost 

credit. Regulation of certain payday loans is at the Provincial (State) level for Provinces 

designated by the Governor in Council. To be designated, a province must enact legislative 

measures that “protect recipients of payday loans and that provide for limits on the total cost 

of borrowing under the agreements.” For Provinces that have not been designated, payday 

loans are governed by the generally applicable criminal rate of interest provisions of the 

federal Criminal Code. 

Denmark  

In Denmark the Consumer Credit Act of 2013 (Danish Competition and Consumer Authority, 

2013) defines short-term credit as a credit agreement concluded between a consumer and a 

creditor who is not a bank, without collateral, without condition of purchase of product or 

service, and whose term is maximum 3 months.  

Ireland  

The Irish Consumer Credit Act (Government of Ireland, 1995) opts for the definition 

“moneylending”, and defines a moneylending agreement as a credit agreement into which a 

moneylender enters, or offers to enter, with a consumer in which one or more of the following 

apply: 

 the agreement was concluded away from the business premises of the moneylender or 

the business premises of the supplier of goods or services under the agreement; 

 any negotiations for, or in relation to the credit were conducted at a place other than 

the business premises of the moneylender or the business premises of the supplier of 

goods or services under the agreement; 

 repayments under the agreement will, or may, be paid by the consumer to the 

moneylender or his representative at any place other than the business premises of the 

moneylender or the business premises of the supplier of goods or services under the 

agreement; or 

 where the total cost of credit to the consumer under the agreement is in excess of an 

APR of 23 per cent., or such other rate as may be prescribed by the Minister for 

Finance. 

The Netherlands  

In the Netherlands, short-term consumer credit is defined by the Dutch Authority for the 

Financial Markets as a consumer credit agreement which has to be paid back within 3 months, 

involving costs that exceed the statutory cost cap of 14% APR. 

South Africa  

The National Credit Act (Republic of South Africa, 2005) defines short term credit 

transactions as credit transactions: 
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 in respect of a deferred amount at inception of the agreement not exceeding 

ZAR 8000; and  

 in terms of which the whole amount is repayable within a period not exceeding 

6 months.  

United Kingdom 

The Financial Conduct Authority defines high-cost short-term5 credit in its Handbook of rules 

and guidance as a regulated credit agreement: 

 which is a borrower-lender agreement or a P2P agreement; 

 in relation to which the APR is equal to or exceeds 100%; 

 either: 

1. in relation to which a financial promotion indicates (by express words or 

otherwise) that the credit is to be provided for any period up to a maximum of 12 

months or otherwise indicates (by express words or otherwise) that the credit is to 

be provided for a short term; or 

2. under which the credit is due to be repaid or substantially repaid within a 

maximum of 12 months of the date on which the credit is advanced 

 which is not secured by a mortgage, charge or pledge; and 

 which is not: 

3. a credit agreement in relation to which the lender is a community finance 

organisation; or  

4. a home credit loan agreement, a bill of sale loan agreement or a borrower-lender 

agreement enabling a borrower to overdraw on a current account or arising where 

the holder of a current account overdraws on the account without a pre-arranged 

overdraft or exceeds a pre-arranged overdraft limit. 

The above definition is largely limited to payday loans. In addition, the FCA regulates other 

forms of high-cost short-term credit, including home-collected credit. 

United States 

In the United States, the Financial Consumer Protection Bureau is currently considering the 

introduction of stricter rules on short-term credit at the Federal level. A definition that is valid 

at the Federal level can be found in the CFPB Rule applying to short-term credit issued in 

October 2017 (CFPB, 2017). These are defined as short-term loans that have terms of 45 days 

or less, including typical 14-day and 30-day payday loans, as well as short-term vehicle title 

loans that are usually made for 30-day terms. The rule excludes or exempts several types of 

consumer credit, including: (1) loans extended solely to finance the purchase of a car or other 

consumer good in which the good secures the loan; (2) home mortgages and other loans 

secured by real property or a dwelling if recorded or perfected; (3) credit cards; (4) student 

loans; (5) non-recourse pawn loans; (6) overdraft services and lines of credit; (7) wage 

advance programs; (8) no-cost advances; (9) alternative loans (similar to loans made under the 

Payday Alternative Loan program administered by the National Credit Union 

Administration); and (10) accommodation loans. 

                                                      
5 This report adopts the terminology used by FinCoNet: “short-term high-cost credit”. The 

terminology “high-cost short-term credit” is used when describing the regulatory framework in the 

United Kingdom. 
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2.2. Provision, regulatory and supervisory coverage  

The results of the joint survey show that short-term credit is offered to consumers by a 

variety of providers, from regulated deposit-taking institutions, i.e. traditional banks, to 

lenders that specialise in the short-term consumer credit market and micro-credit 

institutions6. This variation is due to the different features of national financial markets, 

consumer preferences and attitudes towards credit, as well as differences in the regulatory 

and supervisory framework among responding jurisdictions.  

The regulatory and supervisory treatment of short-term credit providers varies 

significantly across the jurisdictions responding to the joint survey. In some cases both 

traditional banks and specialised lenders fall under the coverage of the financial authority 

responsible for banking and credit, while in other cases specialised lenders are regulated 

and/or supervised by the national consumer authority or a ministry.  

The presence of specialised lenders providing short-term credit and their regulatory and 

supervisory treatment is presented in Table 2.2. The table also indicates the reported 

presence of short-term high-cost consumer credit, and the existence of a legal definition 

of this specific subset of short-term credit.  

                                                      
6 In the Russian Federation, microfinance institutions provide loans of small amounts with very 

short maturities at high interest rates to consumers. 
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Table 2.2. Short-term credit providers other than banks, presence and legal definition of products considered short-term high-cost 

credit, and the regulatory and supervisory treatment of specialised lenders  

Country / 
Economy 

Short-term credit providers Reported 
presence of short-

term high-cost 
consumer credit 

Legal definition 
of short-term 

high-cost 
consumer credit 

Regulatory and supervisory treatment of specialised lenders Specialised 
lenders 

Foreign 
lenders 

Microcredit7 

Argentina X     Specialised lenders are regulated by the laws related to consumer protection   

Armenia X     Specialised lenders can operate only in cooperation with deposit-taking 
institutions  

Australia X   X X The National Credit Act definition of a SACC excludes loans provided by 

traditional deposit-taking institutions.  

Austria  X  X  Credits with amounts up to EUR 200 and/or duration of less than three months 

are not covered by the Consumer Credit Law but fall under the Austrian Civil 

Code. 

Bosnia and 

Herzegovina  

  X X  Both banks and micro-credit organisations enjoy the same regulatory treatment  

Brazil X     Specialised lenders are licensed to operate as financial institutions and are 

under the same regulatory framework as banks  

Canada X X  X  Regulation varies at the Provincial level  

Chile X   X   

China, People’s 

Republic of 

  X    

Czech Republic X   X  Specialised lenders are regulated by the Consumer Credit Act (2016) in the 

same way as other lenders. They are licensed and supervised by the Czech 

National Bank. The Consumer Credit Act regulates all consumer credit 

regardless of its value 

                                                      
7 For the purpose of this report, the offer of short-term credit through microfinance institutions for productive and entrepreneurial activities has 

been excluded.  
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Country / 
Economy 

Short-term credit providers Reported 
presence of short-

term high-cost 
consumer credit 

Legal definition 
of short-term 

high-cost 
consumer credit 

Regulatory and supervisory treatment of specialised lenders Specialised 
lenders 

Foreign 
lenders 

Microcredit7 

Denmark X   X X Specialised credit providers fall under the supervision of the Danish 

Ombudsman  

Estonia X X  X  All fall under the supervision of the Financial Services Authority  

European Union 

members 

     Loans below EUR 200 are not covered by the Consumer Credit Directive  

France X      

Georgia  X  X X  Specialised lenders fall outside the Central Bank’s supervision  

Germany X   X  Specialised lenders brokering loans in collaboration with a bank are supervised 

by the relevant trade supervisory authority, loans below 200EUR are not 

regulated by provisions applying to consumer credit  

Greece X      

Hong Kong, 

China 

X     Money lenders are licensed by the licensing court and governed by the Money 

Lenders Ordinance, which is enforced by the Hong Kong Police Force. 

Indonesia  X  X   Supervised by the Indonesia Financial Services Authority (OJK) 

Ireland  X   X X Moneylenders are licensed and supervised by the Central Bank  

Japan X     A majority of specialised moneylending institutions are now part of bigger 

banking groups 

Latvia X   X  Specialised lenders are supervised by the Consumer Rights Protection Centre 

Lithuania  X    X  Regulated by the Law on Consumer Credit and supervised by the Central Bank  

Mauritius X     Non deposit taking institutions fall outside of the regulatory scope of the Bank of 

Mauritius  

Mexico   X    

The Netherlands  X X  X X Specialised lenders based in the Netherlands under Dutch Financial Supervision 

Act and based in the EU falling outside of Dutch supervision.  

Peru X      
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Country / 
Economy 

Short-term credit providers Reported 
presence of short-

term high-cost 
consumer credit 

Legal definition 
of short-term 

high-cost 
consumer credit 

Regulatory and supervisory treatment of specialised lenders Specialised 
lenders 

Foreign 
lenders 

Microcredit7 

Portugal X     Both banks and specialised lenders fall under the supervisory perimeter of Bank 

of Portugal (responsible for the market conduct supervision of credit institutions, 

financial companies, payment institutions, electronic money institutions and 

credit intermediaries). Moreover, under the established exclusivity principle, only 

Bank of Portugal’s authorised and supervised entities are allowed to grant credit 

products.   

Romania X   X   

Russian 

Federation  

X X X X  All fall under the supervision of the Bank of Russia  

Serbia  X     Payment institutions can provide short-term credit if authorised by Bank of 

Serbia  

Singapore X     Specialised lenders are regulated by the Ministry of Law  

Slovak Republic  X   X  Supervised by the National Bank of Slovakia  

Slovenia X     Specialised lenders fall under the supervision of the Ministry of Economic 

Development and Technology  

Switzerland X     Federal Law on Consumer Credit only applies to credit with maturity over three 

months  

South Africa X  X X X Traditional and specialised or digital lenders fall within the remit of the National 

Credit Act 

Spain X     Specialised lenders fall under the supervision of a national consumer agency  

Sweden X     Specialised lenders operate under a special license  

Thailand X     Specialised lenders must obtain the Supervised Personal Loan Business 

License from the Ministry of Finance 

United Kingdom X   X X Regulated and supervised by the Financial Conduct Authority 

United States X   X X  

Source: Joint survey and FinCoNet Survey on Digitalisation of short-term high-cost lending
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2.2.1. Digital provision  

National circumstances such as the legal framework and the sophistication of the market 

also determine the extent to which short-term consumer credit is provided digitally (see 

Box 3 “The study of the digitalisation of short-term high-cost consumer credit conducted 

by FinCoNet”).  

In a number of economies, consumers can enter into short-term credit contracts both 

digitally (either through websites or mobile applications) and by visiting a provider’s 

branch: this is the case for example in Argentina; Armenia; Australia; Brazil; Canada; 

Estonia; Georgia; Hong Kong, China; Ireland; Japan; Latvia; Netherlands; Portugal; 

Sweden; and the United Kingdom. Some jurisdictions also report the presence of 

providers operating exclusively online: these can be operating from within the 

jurisdiction, as is the case in Australia, Portugal and the United Kingdom, or can be 

foreign-based specialist lenders offering contracts remotely via websites or mobile 

applications as in Austria, Canada, Estonia, the Netherlands and the United Kingdom..  

There are also examples of provision that takes place outside of a lender’s premises but 

not necessarily digitally. In Armenia, dedicated booths offering short-term loans are 

present throughout the main cities in shopping malls. In the United Kingdom short-term 

credit can also be provided in rent-to-own shops, and in the customer’s home, a provision 

referred to as home-collected credit or doorstep lending.  

2.3. Short-term consumer credit: degree of supervisory and regulatory attention  

Regardless of the regulatory and supervisory treatment of the different categories of 

providers, the responses to the joint survey indicate that the short-term consumer credit 

market is subject to varying degrees of monitoring.  

Many of the responding economies report that they do not specifically monitor the 

provision of short-term credit8. There is no specific regulatory or supervisory focus on 

this product category: data on short-term credit can for example be included in the 

monetary statistics of the central bank together with all credit of maturities up to a certain 

amount (from one or a few months up to one year). In some cases, loans below a certain 

amount or with very short maturities (such as one month) are not covered by financial 

sector legislation and fall outside the regulatory scope of financial market authorities.  

In some responding economies9, financial authorities report that they monitor the short-

term credit market with additional granularity. This can be due to the size of the short-

term credit market, or the presence of specialised lenders providing short-term high-cost 

credit products. In these economies short-term credit does not enjoy a different regulatory 

treatment, but financial supervisors pay specific attention to this market. They can do so 

by employing an operational definition of short-term credit or of short-term high-cost 

credit used only for supervisory purposes or a legal definition based on secondary 

legislation.   

                                                      
8 The economies are: Argentina; Austria; Belarus; Brazil; Czech Republic; Germany; Greece; 

Hong Kong, China; India; Italy; Japan; Luxembourg; Mexico; Peru; Portugal; Serbia; Singapore; 

Spain; Switzerland.  

9 The economies are: Armenia, Bosnia and Herzegovina, Chile, The Netherlands, Estonia, 

Georgia, Indonesia, Mauritius, Slovenia, Sweden, Thailand.  
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Finally, a smaller number of responding jurisdictions have adopted a different regulatory 

and supervisory treatment to cover categories of products that are considered short-term 

high-cost consumer credit (see Box 2 “Short-term high-cost consumer credit: the 

description adopted by FinCoNet and examples from selected jurisdictions”).  

2.4. Limited available data and granularity on short-term consumer credit 

The degree of supervisory and regulatory attention paid to the short-term consumer credit 

market is reflected in the limited amount of data collected during the development of this 

report. A majority of responding authorities were not in a position to provide specific data 

on the provision of short-term credit within their jurisdiction, pointing to a possible lack 

of granularity. 

In some jurisdictions, financial supervisors can be granular in defining the share of short-

term credit products (personal loans, credit cards, etc.) in relation to consumer credit of 

all maturities combined. Some examples pertaining to this scenario are displayed in Table 

2.3.  

In the jurisdictions with a definition of short-term high-cost consumer credit, financial 

regulators can usually provide additional data on the short-term high-cost market, 

including the number of short-term high-cost credit customers. Some examples of data 

collected by these economies are displayed in Table 2.4.  

Table 2.3. Data on the market for short-term credit in selected jurisdictions 

Responding economy Short-term credit products (depending on national definition) as a share of 
consumer credit 

Argentina Less than 2% for up to 6 months, 6% for up to one year of new personal loans 
raised in 2016 and 2017 

Chile 0.7% of short-term credit contracts are personal loans below one year  (the 
remaining being credit cards and lines of credit) 

Estonia 6% (loans of less than one year)  

Germany 4% of the consumer loans granted in 2016 / 15% of the outstanding consumer 
loans 

Latvia 10% of total household debt stock are personal loans below one year (it excludes 
mortgage and leasing) 

Portugal Short-term personal credit contracts (credit contracts up to 1 year length) were, in 
2017, 16% of the total personal consumers credit and 6.8% of the total 
consumers credit. Revolving credit represented 16.1% of the total consumers 
credit in 2017. 

South Africa 2.5% of total credit granted in 2017 

Source: Joint survey  
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Table 2.4. Data on short-term high-cost consumer credit in selected jurisdictions  

Responding 
economy 

Share of consumer credit Number of consumers affected 

Australia 194 credit providers lent AUS 1.5 
billion dollars in the financial year 
2017-18. This is 0.26% of the total 
credit market of AUS 576 billion lent 
in FY2018 

 

Canada 0.4% of total consumer debt (2014) 4% of Canadian households reported using a 
payday loan in 2014, (up from 2% in 2009), almost 2 
million Canadians 

Denmark 5.6% (2014).  

Ireland  350.000 customers (2017) 

Lithuania  197.773 customers (2017) 

United 
Kingdom 

0.6% of consumer credit outstanding 
in 2016 

(payday lending, not all forms of 
high-cost short-term consumer 
credit) 

3.1% of adults in 2016 (UK FCA); estimated 1.4 
million people used high cost credit for everyday 
household costs in 2017 (source: StepChange Debt 
Charity) (payday lending, not all forms of high-cost 
short-term consumer credit) 

Note: Figures based on the definition of short-term high-cost consumer credit in each jurisdiction  

Source: Joint survey  
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3.  The effects of short-term consumer credit  

on individuals’ financial well-being 

Considered use of credit, that minimises the likelihood of over-borrowing or falling 

behind with payments, as well as a balanced approach to budgeting that ensures a balance 

between wants and needs, are both essential elements of money management that can 

contribute to enhance individuals’ and households’ financial well-being. 

However, the use of short-term credit and in particular of short-term high-cost consumer 

credit can expose consumers to additional risks compared with more traditional forms of 

credit, due to its specific characteristics (FinCoNet, 2017).  

This section will identify the main drivers of consumer risk in relation to short-term 

credit. It will then describe how these risk drivers contribute to the emergence of 

consumer detriment, and explain how this can affect the financial well-being of 

consumers, notably the most vulnerable.  

3.1. Meeting consumers’ short-term credit needs  

An effectively regulated and supervised short-term credit market, in which consumers are 

aware of its benefits and risks, can support financial well-being in several ways:  

 Consumers can benefit from access to short-term credit to cover unexpected 

expenses or make ends meet when facing a temporary income shortfall. 

 Availability of formal short-term credit can reinforce effective financial inclusion 

and prevent the most vulnerable from having recourse to illegal lenders, or to 

family/friends thus preserving their privacy over their financial matters. 

 In effectively regulated and supervised short-term credit markets, some users 

report positive financial experiences and highlight the convenience of the short-

term credit products they have used (see Box 6 “Short-term high-cost credit 

users: additional insights”).  

3.2. Assessing consumers’ use and understanding of short-term credit and the risks 

they face 

Numerous jurisdictions have undertaken assessments of consumers’ use and 

understanding of short-term credit instruments (see Table 3.1). These have been 

conducted through existing monitoring techniques, such as analysis of information 

gathered via consumer complaints, mystery shopping and through secondary analysis of 

financial literacy or households’ financial assets and liabilities surveys. In addition to 

these techniques, some jurisdictions have used specific tools designed to investigate 

solely the short-term credit market and its users, such as surveys of short-term consumer 

credit users, focus groups, and short-term credit industry reviews.  
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Table 3.1. Tools used by responding institutions to assess consumer use and understanding of 

short-term credit  

Assessment tools Country/Economy 

Analysis of consumer complaints Armenia; Australia; Belarus; Canada; Chile; Estonia; Latvia; Peru; 
Portugal; Serbia; Turkey; United Kingdom 

Consumer  surveys  Armenia; Canada; Chile; Estonia; Hong Kong, China; Ireland; Japan; 
Latvia; Peru; Turkey; United Kingdom 

Financial literacy surveys Brunei Darussalam; Canada; Chile; Estonia; Georgia; Hong Kong, 
China; Japan; Latvia; Peru; Portugal; Russian Federation; Serbia 

Focus groups  Armenia; Hong Kong, China; Japan; Peru; United Kingdom 

Analysis of households’ financial 
assets and liabilities surveys  

Brunei Darussalam; Estonia; Latvia; United Kingdom 

Mystery shopping Armenia; Estonia; Japan; Peru; Portugal; United Kingdom 

Other  

- Industry reviews Australia, Ireland, United Kingdom 

Source: Joint survey   

These assessments have permitted public authorities to get a better understanding of the 

risks faced by consumers of short-term credit, their drivers and the related consumer 

outcomes, as well as an analysis of how this may affect consumers’ financial well-being.  

3.3. Drivers of consumer risk in the short-term credit market  

The identification and analysis of risk-drivers is a necessary pre-condition to effectively 

monitor developments in the short-term credit market, understand consumer behaviour 

and product uptake, and subsequently inform an appropriate public policy response that 

spans regulation, supervision and education.  

Public authorities responding to the joint survey were asked to provide information on 

what they believe to be the key drivers of consumer risk in relation to the use of short-

term credit instruments.  

The general economic context is certainly one, especially in the economies where the 

low interest rate environment has contributed to augment the debt stock held by 

consumers.    

Low and irregular or unpredictable levels of disposable income are another risk 

driver. Those in part time or irregular employment, seasonal workers, micro-

entrepreneurs and workers in the so-called gig economy, for example, frequently face low 

and unpredictable income flows. Consumers on low or variable incomes and without 

(liquid) savings, or those left without alternative viable choices due to their lack of a 

credit score or poor credit history, are more likely to access short-term loans, as reported 

by the Netherlands and South Africa. Surveys of payday lending users in Canada indicate 

that only 7% of those surveyed used short-term credit to buy something special, whereas 

45% used it for necessary but unexpected expenses, and that 41% for necessary but 

expected expenses, suggesting insufficient income, a lack of a savings buffer or a need to 

address an unexpected income shortfall.  

Life events are also indicated as a risk driver impacting on individuals and increasing 

their vulnerability (FCA UK, 2018). Short-term credit can provide essential funds to 

individuals facing negative life events or acute problems, such as accidents, ill health or a 
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relationship breakdown. Other costs that were not budgeted for, such as school trips, 

parking fines or replacing worn clothes may also result in a need to borrow, particularly 

in households with little or no disposable income. 

Behavioural biases are also identified as an important risk driver. Behavioural biases, 

especially those supporting behaviours that are not in the best financial interest of 

individuals, can play a role irrespective of the financial situation of consumers (Lefevre 

and Chapman, 2017). For example, consumers tend to have preferences for immediate 

gratification even when they understand the benefit of waiting: this leads them to choose 

options that will bring short-term benefits even if they are not the best value offers in the 

long-term. This is often combined with overconfidence. For example, some consumers 

might make use of short-term credit to finance a lifestyle that is beyond their current 

financial means whilst simultaneously over-estimating their ability to repay in the future. 

Almost 40% of payday lending users surveyed in Canada report incomes above CAD 

55K and 13% incomes above CAD 120K, suggesting a tendency towards immediate 

gratification, combined with a lack of longer-term planning that may make it difficult to 

repay at a later date.  

Consumers also tend to weight one piece of information too heavily when making a 

decision, often overlooking other potentially valuable information, a phenomenon called 

anchoring. Therefore, consumers do not accurately assess the offer in front of them, 

which can lead to sub-optimal choices and consumer detriment. In the short-term credit 

market, this can lead consumers to focus only on the instalments, rather than focus on the 

total cost of credit, for example: they might choose to borrow if each repayment is 

significantly less than the cost of the item they wish to purchase, even if the overall costs 

are unfavourable.  

There is wide consensus across jurisdictions that low levels of financial literacy  

(OECD, 2016a; OECD, 2017) contribute to possible consumer detriment from the use of 

short-term credit. This is confirmed by the evidence collected in the responding 

jurisdictions: 60% of Brazilians cannot exactly quantify their debt levels or indicate their 

creditors, 57% of payday lending users surveyed in Canada do not fully understand that a 

payday loan can be more expensive than other forms of credit they could access.  

Finally, technological innovation and in particular digital delivery, by increasing the 

accessibility of short-term credit and reducing the timeframe before the approval of a 

credit, can exacerbate the risks faced by consumers of short-term credit through 

traditional channels, reinforcing negative behavioural biases (see Box 3 “The study of the 

digitalisation of short-term high-cost consumer credit conducted by FinCoNet”).  
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Box 3. The study of the digitalisation of short-term high-cost  

consumer credit conducted by FinCoNet 

FinCoNet recognised that the digitalisation of short-term consumer credit presents 

specific challenges for financial consumer protection supervisors. Its report on the 

digitalisation of short-term high-cost consumer credit (FinCoNet, 2017), based on the 

responses of 25 jurisdictions, finds that digitalisation has the capacity to transform the 

provision of short-term credit with benefits for consumers, but that it can also expose 

consumers to increased risks. The report describes the trends in the digitalisation of short-

term consumer credit, and identifies the benefits and risks brought by this kind of 

provision. 

The report recognises that, if taking place within a sound regulatory and supervisory 

framework, the digitalisation of credit offers potential benefits to consumers. It can 

expand the availability and access to credit, in particular to consumers that would have 

otherwise been excluded - notably in emerging markets among those on low incomes -, 

and can lower costs through increased competition and automatisation. However, it can 

also lead to poor lending practices, inadequate disclosure and confusing dispute 

resolution processes, while at the same time increasing the negative effects of behavioural 

biases.  

Based on the review of the digitalisation trends in the market, FinCoNet identified topics 

for the development of guidance for financial consumer protection supervisors. These 

topics formed the basis of the Guidance to supervisors on the Digitalisation of short-term, 

high-cost consumer credit (FinCoNet, 2019).  

3.4. Sources of consumer detriment 

Consumers using short-term credit instruments are exposed to several risks, stemming 

from the set-up of the regulatory and supervisory regime, the market conduct of lenders, 

and a lack of understanding of these products, hence their possible misuse. The 

institutions responding to the joint survey identified the most relevant possible sources of 

consumer detriment.  

Depending on the applicable regulatory framework, the use of short-term credit can 

deprive customers of the financial consumer protection measures that apply to other 

forms of consumer credit, when short-term credit falls outside of the regulatory scope of 

the financial regulator, or whenever specialised lenders can operate digitally from another 

jurisdiction. Even when this falls under the host state’s regulatory regime there can be 

challenges in monitoring and enforcing compliance.  

The market conduct of credit providers, and in particular of specialised lenders, can be 

an additional source of risk. There are several examples reported by responding 

institutions of specialised lenders that have breached responsible lending obligations and 

have not undertaken proper assessments of creditworthiness, including affordability (i.e. 

ability to repay without a significant adverse impact on the borrower’s financial situation) 

before granting loans (see section 4.1.5 “Enforcement”). There are also concerns about 

poor treatment of borrowers in arrears or default, including inadequate forbearance. As 

reported by the UK Financial Services Consumer Panel, there might be incentives for 

firms to lead consumers into over-indebtedness through multiple loans, loans being rolled 
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over, etc. This can create detriment to consumers unless this market is properly regulated 

and supervised, and consumers are aware of the risks they face.   

Furthermore, short-term credit marketing strategies can be more aggressive when 

compared to those associated to other financial products and services. In some 

jurisdictions, the marketing campaigns of short-term credit providers encourage the use of 

short-term credit to fund a consumeristic lifestyle, directly contributing to behavioural 

biases. Potential borrowers are targeted through a variety of media: social media, mass 

communication campaigns, events sponsoring, tailored ad services, presence in shopping 

malls and financially underserved neighbourhoods (see Box 7 “Targeting vulnerable 

audiences: students and low-income households”).  

The limited understanding of terms and conditions by users of short-term credit 

products is confirmed by several of the authorities responding to the joint survey. 

Financial literacy surveys conducted in the responding jurisdictions indicate that people 

may be aware of the existence of a product and use it without fully understanding its 

purpose and potential value, or the costs and key risks associated with the product. In 

relation to short-term credit, this evidence is further corroborated by dedicated analyses: 

focus groups conducted in Armenia confirm that consumers do not pay enough attention 

to short-term loans terms and conditions; surveys conducted in Canada demonstrate that 

consumers do not fully understand the cost implication of a payday loan.  

Limited understanding of terms and conditions can be exacerbated by unclear and non-

transparent disclosure of prices and fees. Disclosure requirements have been addressed 

or are currently being addressed in most jurisdictions, as part of wider regulations on 

retail financial products and consumer credit or through initiatives focusing specifically 

on short-term credit. However, even in the jurisdictions where specific regulatory 

initiatives have been implemented to address forms of short-term high cost credit such as 

payday lending (Canada, the United Kingdom) and in which respondents indicate that 

disclosure follows very strict requirements, there is still evidence that consumers do not 

fully understand the prices and fees associated with these products.  

Consumers can also be exposed to inappropriate uses of personal data when using 

specific categories of short-term credit products. Some specialised lenders, and in 

particular those operating mainly online, can expose short-term credit users to risks 

related to data privacy as well as to cyber protection risks. This may be especially the 

case when short-term credit is accessed online, and the approval process includes 

automated steps. This creates the risk of data being used inconsistently with data 

protection rules, in particular when specialised lenders outsource data treatment or when 

they operate from a different jurisdiction.  

3.5. Possible negative consumer outcomes and effects on financial well-being  

Consumer detriment in the short-term credit market can contribute to the emergence of 

negative consumer outcomes, with effects on the financial well-being of the most 

vulnerable consumers in particular. With respect to the use of short-term high-cost credit, 

consumers can face costs that are considerably higher than those they would incur using 

available alternative credit sources, and make financial decisions that can have an impact 

on their levels of financial inclusion.   
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3.5.1. Risk of over-indebtedness 

The repeated use of short-term credit can contribute to over-indebtedness: it can put 

individuals in or at risk of getting into arrears on a structural basis, and lead to situations 

where resources are insufficient to meet financial commitments. Spiralling debt problems 

can occur when consumers borrow from future earnings or do not repay previous 

borrowing quickly enough or at all, as the repayments reduce their disposable income in 

future months. This can create a situation where consumers repeatedly seek short-term 

credit solutions to address shortfalls. In time, such consumers may become chronically 

over-committed and be unable to cover basic living costs; and may even fall prey to 

informal or illegal lenders. 

The risk of consumers falling into arrears and building up unsustainable levels of debt has 

been reported by Australia, Canada, Denmark, South Africa, Spain and the United 

Kingdom. Public authorities in the Czech Republic and Estonia witness a use of short-

term credit to repay outstanding debt and consumers taking out multiple loans. The 

Netherlands points out that in its jurisdiction consumers who take out payday loans are 

typically already in debt, and their financial well-being suffers further from the high costs 

associated with short-term credit.  

This is confirmed by the data collected. In Latvia, only 65% of consumers repay short-

term debt on time. In the United Kingdom, research in 2014/15 found that in the twelve 

months prior to applying for a first HCTSC (payday) loan, consumers displayed 

increasing levels of debt and were experiencing an increasing risk of entering into arrears 

or defaulting on one of their loans. In addition, half of the surveyed consumers stated that 

they experienced financial distress after taking out a loan and 44% missed at least one bill 

payment. When taking into consideration consumers who only just qualified for short-

term loans (i.e., have relatively low credit scores), the UK Financial Conduct Authority 

found that there was over a 40% chance that the first loan would not be repaid and a 20% 

risk that any subsequent loans would not be paid back.  

In Ireland, 25% of customers of short-term high-cost credit providers reported 

experiencing difficulties making repayments in the previous 18 months. Of those in 

difficulty with repayments, 16% reported every repayment being a struggle, and 79% of 

customers who experienced difficulties making repayments had missed at least one 

repayment. 

The presence of sectors of the population with unaffordable levels of debt or at higher 

risk of over-indebtedness, has led some public authorities to work towards the provision 

of alternatives to the short-term credit solutions offered by the private sector (see Box 5 

“Social and not-for-profit lending”).  

3.5.2. Consumers facing higher costs  

Short-term high-cost credit users in particular may incur higher than necessary costs, 

due to a lack of awareness of cheaper alternatives.  

Research conducted by the Financial Consumer Agency of Canada (see Box 6 “Short-

term high-cost credit users: additional insights”) indicates that consumers accessing 

payday loans are not aware of cheaper credit alternatives available, and that consumer 

detriment and lower levels of financial well-being are mainly due to the higher cost 

incurred by unaware consumers. The study confirms that the consumers opting for this 

expensive way of borrowing can see fees adding up quickly on their outstanding balances 

and fail to repay their debt on time.  
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3.5.3. Effects on levels of financial inclusion  

The use of short-term high-cost credit can also have effects on the effective financial 

inclusion of consumers. On the one hand, the presence of a formal short-term credit 

market can reinforce financial inclusion and prevent the most vulnerable from having 

recourse to illegal lenders. On the other hand, the use of short-term credit through 

specialised lenders can prevent vulnerable consumers, including those with low levels of 

financial literacy, from seeking access to lower-cost credit solutions such as those offered 

by deposit-taking institutions.  

This can be reinforced when people in a similar socio-economic background and financial 

situation are seen to use these products, leading to the unverified assumption that other 

financial providers would not serve them. As suggested by the evidence collected by the 

responding institutions, consumers using short-term credit may also more easily fall into 

arrears, for example because they are in marginal financial circumstances, with low or 

variable income and fluctuating expenditure needs, and as such more susceptible to small 

changes in their financial situation and more prone to arrears. This can impair their credit 

score, resulting in higher costs in the future and even exclusion from traditional credit 

providers. In some countries and depending on the career path, this might also impede job 

search, ability to rent a property, and have far-reaching consequences on individuals’ 

well-being.  

Box 4. Household debt 

Policy makers wishing to support consumers in their use of short-term credit should 

assess consumers’ financial commitments, such as utilities and housing costs, and the 

debt stock held by consumers, including mortgage debt, together with disposable income 

and other (financial) assets held.  

Household debt levels increased rapidly in many economies in the run-up to the 2007-

2008 financial crisis, thanks to easy credit and rising property prices, when ratios of debt 

to annual income reached record highs across OECD countries. These debt levels have 

since continued to rise in most OECD countries, albeit at a much slower pace, both in real 

terms and as a multiple of annual disposable income. 

 

Source: (OECD, 2018a) 
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Box 5. Social and not-for-profit lending 

Among some of the responding jurisdictions, governments and public authorities have 

worked together to provide low-income individuals and households not-for-profit 

alternatives to short-term credit products provided by financial institutions.  

Ireland  

In Ireland, the Personal Microcredit Scheme (PMC) is branded as the ‘It Makes Sense’ 

loan. It was developed by an Implementation Group, comprised of the Department of 

Social Protection and numerous other interested stakeholder, including credit union10 

representative bodies and charities and with the Central Bank of Ireland as a non-voting 

member. The aim is to promote financial inclusion by providing loans from credit 

unions11 of amounts from EUR 100 to EUR 2000 at a reasonable rate of interest to 

people, typically social welfare recipients, who had no credit history and who had 

difficulty accessing mainstream credit facilities.   

A longer-term aim of the scheme is to create a credit history for PMC borrowers thereby 

creating a path towards becoming a mainstream financial services customer.  Borrowers 

would typically have previously availed of loans from moneylenders, either authorised or 

unauthorised.  

The PMC scheme was rolled out nationally in 2016 after a 6-month pilot scheme. To 

date, in excess of EUR 5 million has been lent with an average loan of EUR 724. On 

average, borrowers have saved EUR 130 in interest payments on a EUR 500 loan.  A 

pathway has been constructed for PMC borrowers to migrate to standard borrowing (on 

the successful completion of 3 PMC loans).  This improves the borrowers’ ability to 

become financially included. This scheme has also resulted in borrowers, who would 

have traditionally been financially excluded, having a savings amount deposited with the 

credit union at the end of their loan term.  For many of the borrowers who availed of this 

PMC scheme, this is their first time saving with a financial institution. There has also 

been an increase in credit union membership due to success of this scheme.  

United Kingdom 

The UK has been engaged in a wide-ranging review of high-cost credit markets. As part 

of this, the Financial Conduct Authority has examined why consumers do not use 

alternative (lower-cost) forms of credit when they need to borrow, and what might be 

done to (i) encourage the development of alternative credit (including credit unions and 

community finance organisations and other social lenders) and (ii) improve awareness of 

the options available, including non-credit alternatives. The UK Government has also 

recently announced a package of support for affordable credit, including a no-interest 

loans scheme pilot, use of dormant assets funds for financial inclusion schemes, and a 

statutory breathing space scheme for people in debt. 

                                                      
10 Credit unions are financial co-operatives formed for the promotion of thrift among its members 

by: the accumulation of their savings, the creation of sources of credit for the mutual benefit of its 

members at a fair and reasonable rate of interest and the use and control of members` savings for 

their mutual benefit. 
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3.5.4. Consumers that face additional risks 

Authorities responding to the joint survey also had the opportunity to identify the 

subgroups of the population that they consider to be most at risk and that are more likely 

to experience negative outcomes when using short-term credit. The identification of the 

most vulnerable groups was possible thanks to the assessment conducted among 

responding jurisdictions (see section 3.2). As it emerges from the analysis of the risk 

drivers, two subsets of the population that may face additional risks are those 

characterised by low, cyclical or unpredictable incomes and lower levels of financial 

literacy.  

Consumers on low or unpredictable incomes are more likely to use short-term credit to 

pay for necessary living expenses (Canada), make a repeated use of short-term loans 

(Latvia), take out loans to repay existing debt obligations (Estonia), and to face 

difficulties borrowing from traditional deposit-taking institutions (Hong Kong, China). 

The population with lower levels of financial literacy, as identified through national 

financial literacy assessments, can be at higher risk of not fully understanding the terms 

and conditions of loans (Canada), and is less likely to shop around when needing credit. 

In addition to income and financial literacy levels, age is also indicated by policy makers 

as a factor that can make negative consumer outcomes more likely. Young people are 

indicated as a vulnerable category: they tend to be on lower incomes and display lower 

financial literacy than adults (OECD, 2016a; OECD, 2017). In addition, they can be more 

exposed to short-term credit offers given their familiarity with digital technologies and 

the additional time spent online compared with the general population (see Box 7 

“Targeting vulnerable audiences: students and low-income households”). Accordingly, 

they are more likely to be the target of marketing messages that promote borrowing to 

satisfy present needs, which play on impulsive behaviours. In markets where short-term 

credit instruments are more widespread and the industry targets young people and 

students with dedicated offers, the combination of tech savviness and lower financial 

literacy can have negative effects. In the United Kingdom, in the age cohort 18 to 24 year 

olds, young people owe GBP 1.460 on average, which increased to GBP 8.750 taking into 

account student “payday loans”, offered against future student loan payments. For those 

with debt, including student loans, the average outstanding is GBP 17.440. 

The elderly population can also face additional risks. In Canada, 13% of users of payday 

loans are above the age of 60: these consumers are likely to be retired or approaching 

retirement, living on fixed incomes. Elderly people can also fall victim to off-premises 

selling, such as doorstep lending, in which the market conduct of providers is more 

difficult to supervise, as indicated by Estonia. Finally, the digitalisation of financial 

services can expose elderly people to new risks due to their potentially lower digital 

literacy.  
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Box 6. Short-term high-cost credit users: additional insights 

Additional insights on the socio-economic characteristics of short-term high-cost credit 

users have been collected among some of the responding jurisdictions.  

Canada 

The Financial Consumer Agency of Canada conducted a national survey of Canadian 

payday loan users to inform its financial education and awareness initiatives. The study 

found that only about 40% of short-term credit users were aware that payday loans are 

more expensive that the alternatives, indicating that these consumers do not possess the 

adequate levels of financial literacy and awareness necessary to make decisions 

contributing to their financial well-being. 

The study also found that some consumers decide to use short-term credit because their 

financial exclusion of bad credit history affects their possibility of accessing other forms 

of credit: over 60% of respondents reported not having access to a credit card, against a 

national average of 13%, and 88 percent said they did not have access to a line of credit.  

With respect to the reasons for applying for a payday loan, 45% reported typically using 

payday loans for unexpected and necessary expenses, while 41% used them for expected, 

necessary expenses such as utility bills. Compared to the general population, respondents 

were also substantially less likely to have savings.  

Ireland  

The Central Bank of Ireland commissioned an in-depth report on the licensed 

moneylending industry in the country. The report (Central Bank of Ireland, 2013) was 

based on a qualitative assessment, with interviews of moneylenders, stakeholder bodies 

and customers, and a quantitative assessment through telephone survey of 40 licensed 

moneylenders and structured telephone interviews with 500 customers of moneylenders. 

The report finds that moneylender customers are also more likely to fall in the age range 

of 35-54 and are more likely to be in the lower-socio-economic group. It also finds that 

the most common reasons for borrowing is to purchase personal items (goods/clothes) 

and family-related occasions, and that the overriding catalyst for borrowing from 

moneylenders is convenience and ease of availability. The report highlights that 

customers are willing to pay a premium for what they perceive to be convenience and 

access to credit. Finally, the study finds that the most common loan amount is in the 

region of EUR 200-500, and that over 20% of customers have loans with more than one 

moneylender.  

The report provides insights into the attitudes of Irish consumers towards credit. It finds 

that a majority have some level of savings with either another institution such as a 

bank/building society, credit union, and almost a third have borrowings from another 

credit provider. With respect to financial literacy and behaviours, the majority of 

customers do not shop around or consider alternatives to moneylenders before securing 

their moneylender loan, in particular among those who do not understand their cost of 

credit. 
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South Africa 

In South Africa, the National Credit Regulator (NCR) data based on quarterly statistical 

submissions by registered credit provider indicates that 54% of short-term contracts were 

under one month in 2017. Short-term credit agreements are with no set minimum amount 

and limited to ZAR 8000 at inception and payable over a period of six months. The loans 

are highly utilized by low-income groups and to some extent middle-income groups. 

United Kingdom 

The Financial Conduct Authority conducted consumer surveys in 2014 and 2017 to get 

evidence on the users of short-term credit, their reasons for doing so and their experience. 

The surveys were qualitative, through phone interviews, and quantitative.  

The 2014 survey found that short-term credit users had an average age of 33 and annual 

income of GBP 18.000 (lower than UK average). With respect to the use, around half 

(55%) used the loan for everyday spending. Worryingly, over 60% had outstanding non-

short-term credit debts, including 20% with credit card debt and 28% with overdraft debt. 

A majority of customers, 65%, had no savings at all and most of those with savings have 

under GBP 500. 

The 2017 shed further light on the demographics and use of short-term credit: 76% were 

employed, but 68% stated that at the time of taking the survey that they were occasionally 

struggling to pay their bills. The main reason for taking out a loan was to pay for living 

expenses, followed by paying a bill. The 2017 survey also gauged customers’ satisfaction 

with their short-term credit use experience: 61% of current consumers stated that they 

were happy with their decision to take out a HCSTC loan and 30% stated they regretted 

the decision. 

The FCA also gathered evidence through an analysis of data collected through credit 

reference agencies. This found that in the 12 month prior to taking out a loan, consumers' 

debt levels were steadily increasing from, on average, GBP 3.400 to GBP 4.300. After 

taking out the loan they continued to rise up to GBP 5.000 in the 12 months following the 

loan. This has negative effects on the default rates of consumers: the percent of 

outstanding debts that are classified as being in default increases from 20% to 34% over 

the same period of time, coupled with an increasing likelihood of these customers 

exceeding their overdraft limit – rising from 16% in the 12 months before a short-term 

credit loan was used out to 19% at the time of making an application and 25% in 12 

months afterwards. 
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4.  Policy responses 

This section presents the policy responses adopted by the jurisdictions responding to the 

joint survey in the field of short-term consumer credit. It displays in particular the 

regulatory and supervisory approaches that have been specifically devised for short-term 

high-cost credit, and explain their effects whenever these have been assessed. Finally, it 

describes the financial education responses covering credit adopted by responding 

jurisdictions.  

4.1. Regulatory and supervisory approaches to the provision of short-term credit  

The survey sought to identify the regulatory frameworks and supervisory tools that apply 

to the market for short-term credit within responding jurisdictions.  

In a majority of responding jurisdictions, short-term credit is not subject to a special 

regulatory treatment and falls under the scope of general consumer credit regulation. 

Authorities report that these regulations also adequately cover short-term credit. Some 

jurisdictions have decided to implement additional regulatory requirements that apply 

specifically to what they consider short-term high-cost credit. The examples below will 

focus mostly on the provisions that apply to short-term high-cost credit.   

4.1.1. Disclosure, risks warnings and advertising  

In most jurisdictions12, the disclosure requirements, the obligations on use of standardised 

terms and conditions, and the advertising regulations that generally apply to consumer 

credit also apply to short-term credit.  

Some jurisdictions have addressed perceived shortcomings in the short-term credit market 

through special legislation. These additional requirements include a warning for 

consumers about the high cost of the credit product they are about to access, and in some 

cases also information that redirect consumers to a webpage of the financial regulator, or 

the financial advice or education body, if different. This is meant to encourage consumers 

to better assess their choice and find alternative sources of financing and/or credit 

counselling.  

In Armenia, short-term credit providers must add a legislated warning to their disclosure 

material, warning customers on the high cost of the credit: “Please note that the credit has 

a high annual interest rate of 130%-150%. Thus, you should shop around and assess your 

ability to repay the loan”.  

                                                      
12 In some jurisdictions, short-term credit below a certain amount falls outside of general consumer 

credit regulation and is covered by the civil law system (see Table 2.2). For example, in the 

European Union, credit agreements below EUR 200 are not covered by the Consumer Credit 

Directive.  
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In Australia, in addition to pre-contractual disclosure information that applies to all 

consumer credit contracts, a warning statement was introduced in 2013 that any payday 

lender must display at their premises, online or over the phone. The statement contains a 

warning that borrowing small amounts of money can be expensive, and suggest 

alternatives to taking out a SACC and provides contact details for free debt help and 

alternatives from financial counsellors, Australia’s social security agency and ASIC’s 

MoneySmart (financial education) website. 

In Hong Kong, China the Money Lenders Ordinance requires that a money lender must 

provide a copy of the terms of the agreement to the borrower and, since December 2016, 

as part of the additional licensing conditions for money lenders, all money lenders must 

keep written or video or audio record which shows that they have explained to the 

borrower all the terms and conditions of the loan agreement before entering into such 

agreement.  

In Ireland, the Consumer Protection Code for Licensed Moneylenders (Central Bank of 

Ireland, 2009) also requires that moneylenders must ensure any warnings required by the 

Code are prominent i.e. they must be in a box, in bold type and of a font size that is larger 

than the normal font size used throughout the document or advertisement. They are also 

required to prominently indicate the high-cost nature of the loan on all loan 

documentation where the APR is 23% or higher. 

In the United Kingdom, in addition to pre-contractual information which applies to all 

consumer credit agreements, HCSTC (but not other forms of high-cost short-term credit 

as intended by UK regulations) must also carry a risk warning which needs to be made 

prominent and that redirects consumers to the website of the authority in charge of debt 

advice in the country, the Money Advice Service. This is: "Warning: Late repayment can 

cause you serious money problems. For help, go to moneyadviceservice.org.uk". 

Moreover, when it comes to advertising, payday lenders must follow additional 

requirements that do not apply to more traditional forms of credit, which were established 

by the Advertising Standard Authority and the Committee on Advertising Practice in 

2015 (Committee on Advertising Practice, 2015 and 2015a). These require payday 

lenders to avoid trivialising the advertising of these products, by suggesting that these 

loans are a viable means of addressing ongoing financial concerns or explicitly 

encouraging non-essential spending. 

Effectiveness  

In Australia, an ASIC review of the payday lending industry and of its response to the 

additional protections for vulnerable consumers introduced in 2013 included an analysis 

of data relating to ASIC’s MoneySmart website. This showed a substantial increase in the 

number of consumers who clicked through to ASIC’s MoneySmart from payday lenders’ 

websites since the introduction of the warning statement requirement. For the 12-month 

period before the new provision was introduced, consumers clicked through to ASIC’s 

MoneySmart 189 times from the website of one of the 13 payday lenders under review. In 

the 18 months following the commencement of the warning requirement, this number 

rose to 19.777. 

In 2015, an independent review of the small amount lending laws was undertaken in 

Australia. The review panel issued a final report in 2016 (Commonwealth of Australia, 

2016) which recommended further reforms to the current legislative framework, 

including changes to a cap on the percentage of consumers’ net income that can be used 

to repay a SACC (the protected earnings amount) from 20% to 10% and the removal of 
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the rebuttable presumption. The Treasury circulated a draft bill to implement the majority 

of the proposed reforms, which is yet to be introduced into parliament. 

The European Commission has conducted a behavioural study on the digitalisation of 

the marketing and distance selling of retail financial products (European Commission, 

2019, forthcoming). The study tested the impact of slowing down the consumer journey 

when consumers are faced with “one-click credit” (e.g. short-term loans that can be 

obtained very quickly) as well as the impact of information disclosure at both the 

advertising and pre-contractual stages. The results of the study indicate that slowing down 

the consumer journey (for instance by adding an intermediate step) does help consumers 

in opting for the best offer available. The study also confirms that well-designed 

information disclosure (e.g. few information, presented in table format and prominently 

to the consumers) also supports a more effective decision-making journey, either by 

encouraging them to compare offers or by facilitating their understanding of the products’ 

characteristics. 

Box 7. Targeting vulnerable audiences: students and low-income households 

Policy makers should pay particular attention to the marketing and advertising practices 

of specialised lenders, and assess whether these can contribute to negatively affect 

vulnerable consumers’ financial well-being. Marketing and advertising practices can 

influence consumer uptake in the short-term credit market more than they do in more 

traditional financial services. Evidence collected in the UK during the review of payday 

lending regulation indicates that demand for these products is more firm-led than for 

other traditional financial services (FCA UK , 2017). Before new regulations came into 

place in 2015, 27% of consumers answered that the firm’s advertising was the main 

reason for choosing a payday lender (the most common answer); this figure fell to 16% 

following a decline in marketing activities by lenders resulting from the application of the 

new regulations. 

The advertising strategies of specialised lenders can also include messages that promote 

irresponsible personal financial management. The Investor and Financial Education 

Council in Hong Kong, China reports that some moneylenders use advertising to suggest 

that credit can be repaid easily and encourage sectors of the population such as young 

people to borrow to satisfy materialistic desires. 

Students are indeed among the target populations that policy makers should monitor more 

closely. Young people can be targeted through many different avenues, including 

dedicated email messages and social media adverts, or through the presence of short-term 

credit providers on campus. 

Among the vulnerable audiences, particular attention should also be given to consumers 

on very low incomes. In addition to campaigns and direct marketing, specialised lenders 

tend to establish a physical presence and cluster in neighbourhoods with lower median 

household incomes and that are underserved by traditional banking institutions, as 

reported by the Financial Consumer Agency of Canada.   
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4.1.2. Caps on cost 

Among the jurisdictions responding to the joint survey, several report the presence of a 

cap on the cost of short-term consumer credit. The cap can be on the interest rate, i.e. a 

legislated maximum interest rate applicable to all or certain credit products, on the 

associated fees, on the APR (combining both interest rates and mandatory fees) or the 

total cost of credit. Some caps, including in the UK, also include an element in relation to 

default charges; in other jurisdictions these are controlled separately. Within the 

jurisdictions that report the presence of a cap on cost, interest rate caps are the most 

common tool. Caps on interest rates are generally implemented with a view to protecting 

financial consumers, preventing deceptive and abusive lending practices or combating 

anti-competitive behaviour among lenders. Currently, around 40% of economies globally 

display an interest rate cap (Maimbo et al., 2014).  

The caps applied by the jurisdictions responding to the joint survey usually apply to credit 

of all duration, even when they have been devised with the short-term consumer credit 

market in mind (see Table 4.1). In some instances, the financial regulator has devised a 

regulatory response that covers specifically short-term high-cost consumer credit: this is 

the case in Australia, South Africa and the United Kingdom (see Table 4.2). In the Slovak 

Republic, only loans with maturities under three months are subject to a cap.  

Table 4.1. The use of caps on all forms of consumer credit in selected jurisdictions (also 

applying to short-term high-cost credit unless otherwise specified):  

modalities and application  

Country/economy  Features of the applicable cap  

Armenia The nominal interest rate cannot exceed twice the central bank reference rate (currently 24%). 
There is not a cap on APR.  

Canada  Federal cap at 60% APR - excludes payday loans that are regulated at the Provincial (State) level.  

Chile As of 2013, a law introduced a cap on nominal interest rate, which gradually reduced the rate from 
above 50% to around 35%. 

Estonia APR cannot exceed three times the average of APR of consumer loans granted to private 
individuals by credit institutions, which is disclosed on the central bank website. If the figure is 
higher, the contract is void. 

Georgia The APR cannot exceed 100%, in addition to a cap on all sanctions set at 150% of the outstanding 
balance of the loan (to be calculated daily) 

Germany  In general, consumer credit contracts can be declared usurious by the courts if the interest rate is 
greater than double the average interest rate of comparable consumer loans plus a handling fee of 
currently 2.5%. The same is true if there is a difference in interest rates of 12 percentage points. 

Hong Kong, China 60% per annum as stipulated in the Money Lenders Ordinance. Banks are exempt from the Money 
Lenders Ordinance; however, according to the Code of Banking Practice they should not charge 
customers extortionate interest rates. If the APR exceeds the level which is presumed to be 
extortionate under the Money Lenders Ordinance (currently 48%), they should be able to justify 
why such high interest is not unreasonable or unfair. Unless justified by exceptional monetary 
conditions, the APRs thus calculated should not exceed the legal limit (currently 60%) as stated in 
the Money Lenders Ordinance. 

Italy Usury caps apply to all credit facilities: it cannot exceed by 25% the average APR applied over the 
previous quarter, with an additional 4% margin. The difference between the cap and the average 
APR cannot exceed 8 percentage points. Currently, the cap on personal loans stands at 16,4%  
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Country/economy  Features of the applicable cap  

Japan Cap on nominal interest rate set at 20%.  

Latvia Interest "price ladder'' applicable to the term-credits up to 30 days: 0.55% for the first 7 days, 
0.25% for next 7 days and 0.2% from 15th to 30th  day. In contracts, according to which the credit 
must be repaid upon request or in which the time period for the use of credit maturity exceeds 30 
days, total credit costs to a consumer shall be considered not conforming to the requirements 
referred the costs of a consumer credit contract, which exceed 0.25 per cent per day from the 
credit sum. 

Lithuania Cap of 75% on annual interest rate, and cap of 0,04% of the total cost of the credit on other costs 

The Netherlands The total cost cap set at 14% APR (this includes all fees, charges and interest). 

Portugal Caps are based on the market APRs and are revised every quarter. Caps on APR are defined 
according to the different types of consumer credit agreements for credit agreements between 
EUR 200 and EUR 75.000 (excluding mortgage).  

Under the APRs cap regime, credit institutions are prohibited from granting credit whose APR is 
more than 25% of the average APR of the credit agreements concluded in the previous calendar 
quarter, for each type of credit.  

It is also prohibited charging an APR 50% above the average APR established in all credit 
agreements concluded in the previous calendar quarter.  

Bank of Portugal oversees the implementation of these rules through the information reported by 
credit institutions, on-site and off-site inspections and complaints handling. When a credit 
agreement is concluded with an APR exceeding the cap, the APR is automatically reduced to half 
of the cap value. Bank of Portugal imposes sanctions when credit institutions fail to comply with 
the APR cap framework. 

Singapore Unsecured credit facilities extended by the licensed moneylenders are subject to interest rate cap 
of 4% per month. Late fees for such facilities are capped at SGD 60 per month, admin fees are 
capped at 10% of the principal of the loan, and the overall interest and fees charged over the life of 
the loan is 100% of the principal. 

Slovak Republic Cap on APR for consumer credit (which involves also credits with duration up to 3 months) set at 
30 % p.a. at maximum. 

Source: Joint survey  
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Table 4.2. The use of caps on short-term high-cost consumer credit in selected jurisdictions: 

modalities and application 

Country/economy Features of the applicable cap 

Australia Small Amounts Credit Contracts (SACCs) and larger loans are capped differently.  

SACCs: no interest may be charged, but regulation imposes a cap on fees: these cannot exceed an 
establishment fee of 20% of the loan amount, with a monthly fee of 4% of the loan amount for the duration 
of the loan. In total the amount the consumer is required to repay under a loan, including default fees, 
cannot exceed twice the loan amount.  

For Medium Amount Credit Contracts (MACCs), fees are set at a maximum of a one off fee of AUS 400 
and a maximum annual interest rate of 48% including all other fees and charges. This does not include 
default fees. 

Slovak Republic Credit for up to three months are subject to a cap on cost, which includes  interest rate, fees and any other 
associated cost, of 30 % p.a. 

South Africa Staggered reduced caps on short-term loans: cap is 5% per month on the first loan in a calendar year and 
3% for all subsequent loans in the same calendar year. 

United Kingdom Price cap on HCSTC (payday) loans. Consists of three elements: 

(a) interest rate and fees charged must not exceed 0.8% per day of the amount borrowed (e.g., GBP 100 
borrowed for 30 days cannot cost more than GBP 24) 

(b) GBP 15 cap on default fees 

(c) total cost cap for all fees, charges and interest of 100% of the amount borrowed. (e.g., if you borrow 
GBP 100 you will never repay more than GBP 200) 

Note: Figures based on the definition of short-term high-cost consumer credit in each jurisdiction 

Source: Joint survey  

Effects of the introduction of caps  

Few jurisdictions have assessed the impact of these provisions. The results show that the 

introduction of caps have a positive role in mitigating against exploitation and 

unsustainable over-indebtedness and can be successful in reducing the cost incurred by 

consumers in need of short-term loans and the number of consumers in default. The 

assessments also indicate that it is important to watch for and take steps against 

unintended consequences: excluding riskier consumers from access to formal credit and 

giving rise to regulatory arbitrage on the part of specialised lenders.  

The United Kingdom Financial Conduct Authority has conducted a review of the effects 

of the implementation of the caps on interest rate and fees that it introduced in 2015. The 

results of the review (FCA UK , 2017) revealed improved outcomes for consumers: the 

cost of borrowing and the default rates fell significantly, and firms began to offer payday 

loans that stretched over one month and with the possibility of paying back in 

instalments. The 2017 review also found that the number of consumers seeking help from 

debt advice charity had also fallen compared to the situation in 2014 prior to the 

introduction of the cap.  

The FCA also carefully monitored the effects on declined consumers following the 

introduction of the cap to assess whether they might turn to illegal moneylenders (Critical 

Research, 2017). There is limited evidence that declined consumers replaced high-cost 

short-term credit with other forms of formal credit: around 15% of declined consumers 

took out an alternative credit product after being declined, while around 25% turned to 

informal forms of credit such as friends or family. The FCA did not find any robust 

evidence that declined consumers turned to illegal moneylenders. A qualitative 

assessment also showed that for many consumers being declined access to high-cost 
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short-term credit may have had a positive effect, with 63% stating that they thought it was 

“for the best”.  

In Chile, a cap on interest rate was introduced in 2013. The effects of the introduction of 

the cap have been carefully monitored by the Superintendence of Banks and Financial 

Institutions (SBIF) through annual reports (SBIF Chile, 2017). The research shows that 

this lowered the interest rate ceiling applicable to all forms of consumer credit from 

above 50% to around 35%. However, it also indicates that, based on an analysis of 

debtors in 2013 that did not access new loans between 2014-17, this might have led to a 

range of 151.000/227.000 consumers being excluded from the credit market. This would 

represent around 10% of households, typically poorer households that were seeking to 

borrow smaller amounts (where the interest rate decrease has been more acute). However, 

these debtors might have exited the credit market for other reasons not necessarily linked 

to the implementation of the law; Chilean authorities will continue to monitor the effects 

of the cap.   

The introduction of caps can also lead to unintended consequences. The application of 

caps on cost can also lead to regulatory arbitrage, with providers offering similar products 

falling outside the new regulatory perimeter for short-term credit. For example, in 

Australia, the industry has in some cases avoided the new SACC provision by offering 

what looks like a traditional credit product, but with higher interest rates, confident that 

consumers in need and/or with low levels of financial literacy would not shop around for 

a better deal or would not understand what they are offered.  

In other cases, regulatory arbitrage took place through a change in the providers’ home 

jurisdiction, as reported by the Netherlands where, following the adoption of a total cost 

cap at 14% APR, companies that offer payday loans moved their business to other EU-

member states. Via the E-commerce Directive these companies are exempted from the 

Dutch Financial Act and are able to offer credit with an APR of +100%.   

In South Africa, the cost of credit, which includes initiation cost, monthly service fee, 

credit life insurance and interest rates, is regulated and capped. The presence of a 

staggered cap for additional short-term high-cost loans within the same calendar year, as 

reported by the Financial Conduct Authority, discourages reckless lending.   

Other jurisdictions note that the introduction of an interest rate cap, even in the absence of 

a short-term high-cost credit market, has had positive effects for consumers and the 

market. In Portugal, the assessment of the interest rate caps framework has been globally 

positive since it enhanced the creditworthiness assessment of the consumer. Moreover, 

Bank of Portugal uses the information reported monthly on consumer credit agreements 

not only to calculate APR caps, but also to oversee credit institutions’ compliance with 

the established caps. This contributes to an effective oversight of the costs of each 

consumer credit offered. 

4.1.3. Responsible lending obligations and other financial consumer protection 

provisions   

A majority of jurisdictions indicate that the same responsible lending obligations apply 

for short-term credit as for other forms of consumer credit. However, some jurisdictions 

have decided to further to regulate short-term credit. 

In Australia, besides the responsible lending obligations introduced in 2010, and which 

also applies to SACCs, further provisions for short-term credit were introduced in 2013. 

These include a presumption of unsuitability if either the consumer is in default under 
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another SACC or the consumer has had two or more other SACCs in the previous 90 

days. In addition, in taking reasonable steps to verify the financial situation of the 

consumer, payday lenders are also required to obtain and consider 90 days of bank 

statements for account(s) into which the consumer's income is paid. Further, for 

consumers who receive at least 50% of their income in government benefits, not more 

than 20% of their gross income can be used for the purposes of repayments under small 

amount credit contracts. 

In the Czech Republic, the new 2016 Consumer Credit Act introduced a stricter 

creditworthiness assessment. Consumer credit providers must now collect detailed 

information on clients’ income and financial liabilities and are under the obligation to 

verify information given by the consumer according to a particular situation, if needed, 

from a credit database. Consumer (short-term) credit can only be provided if the 

creditworthiness assessment implies that there are no reasonable doubts about the ability 

of the consumer to make repayments of the credit. 

In Ireland, the 1995 Consumer Credit Act contains an obligation on moneylenders to 

assess creditworthiness of the consumer. In addition, the Consumer Protection Code for 

Licensed Moneylenders (Central Bank of Ireland, 2009) also requires that moneylenders 

ensure that where a consumer refuses to provide information sought in compliance with 

the Code that this refusal is noted on the consumer’s records, and that a moneylender 

must maintain a list of its consumers who are subject to the Code. 

In Japan, the Moneylending Control Act prohibits lending with the total amount of the 

borrowing exceeds one-third of one's annual income.  

In Lithuania, since the Bank of Lithuania took over the regulation and supervision of the 

short-term credit market, amendments were made in 2016 to the Law on Consumer 

Credit, introducing a stricter creditworthiness assessment. Consumer credit providers 

must now collect detailed information on clients’ income and financial liabilities, proving 

access to this information directly from clients or databases.  

In addition to these responsible lending obligations, some jurisdictions also limit rollovers 

on short-term credit, i.e. the possibility for the consumer of paying an additional fee to 

delay paying back the loan.  

In Australia, there is a prohibition on charging an establishment fee if any of the credit is 

to refinance another small amount credit contract. In Lithuania, a limit on rollover has 

been effectively in place since changes to the Law on Consumer Credit have limited the 

total amount repayable by consumers. In South Africa, the introduction of staggered caps 

in a calendar year for short-term loans was also intended to address abuses relating to 

rollovers. In the United Kingdom, the FCA introduced a limit to two rollovers for 

payday lending, with a view to making it more difficult for firms to base their business 

model on unaffordable borrowing, causing a reduction of the incentives to lend to 

borrowers who cannot afford the loans.  

In Portugal, before granting a loan, including consumer credit agreements, or increasing 

the total amount of a loan already contracted, the credit institution must assess the bank 

customer creditworthiness. When assessing it, institutions should take into consideration 

several elements (inter alia, age, professional situation, regular income and expenses; 

information contained in databases on credit liability and future circumstances that may 

have a negative impact on the customers’ ability to comply with the credit agreement). 

Credit institutions should also consider the impact arising from the credit agreement of 

the change of certain circumstances, such as a possible increase of the instalment 
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resulting from the change in the interest rate. Institutions should only grant the loan if the 

result of the creditworthiness assessment indicates that the customer is likely to comply 

with the credit obligations. It is also considered the growing digital consumer market and 

thus the possible use of credit scoring models. Therefore, institutions may estimate the 

consumer’s regular income and expenditure, based on information deemed sufficient, in 

the case of a credit agreement to be concluded for an amount equal to or lower than the 

equivalent to tenfold the guaranteed monthly minimum wage. 

In South Africa, all credit extension to natural persons is regulated and must comply with 

the National Credit Act (NCA). Consumers are subject to an affordability assessment 

where there living expenses and obligation are taken into account prior to the extension of 

further credit. Credit providers must provide consumers with a pre-agreement quotation 

that is valid for five days, so that consumers are able to do comparative shopping for the 

best rates. Consumers are generally aware of the total cost of credit when they enter into a 

contract.  

Effectiveness 

The impact of these regulations in the short-term credit market has in some cases been 

measured. In Lithuania, since changes were made to the Law on Consumer Credit 

providers must assess consumers’ solvency more cautiously: this has brought to a 

substantial reduction in the volume of payday loans granted. The overall volume of new 

payday loans granted in the first half of 2016, compared to the previous half-year, 

reduced by 68.7 per cent and the amount of payday loans granted decreased by half.  

Cooling-off periods  

Almost all responding economies display cooling-off periods, a period of time during 

which consumers can withdraw from the contract without incurring any penalty. The 

length of these varies, usually up to 14 days from the conclusion of the agreement or (if 

later) from when the consumer was given a copy agreement, and in all responding 

economies these apply to both short-term consumer credit and short-term high-cost credit 

(and more generally to consumer credit of all nature), with two exceptions.  

In Denmark, the cooling-off period for short-term high-cost consumer credit, as defined 

in Danish legislation, is of two days. In Australia, rather than a cooling-off period, the 

government sought to slow down a consumer decision to enter into a SACC via a warning 

statement that lists risks and alternatives to small amount loans. 
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Box 8. The revision of the OECD Recommendation on Consumer Protection  

in the field of Consumer Credit 

The OECD is now updating the 1977 Recommendation on Consumer Protection in the 

field of Consumer Credit (OECD, 1977), through the G20 OECD Task Force on 

Financial Consumer Protection. This report is part of the evidence and analysis 

contributing to the revision of the Recommendation.  

Since the initial adoption of the Recommendation in 1977, the size and nature of the 

consumer credit market has grown and changed considerably. Significant developments 

have also taken place in the approach to regulating and supervising consumer credit 

markets in the interests of financial consumer protection, Also, in light of the emergence 

of new products such as short-term consumer credit. The Recommendation recognises 

that credit is a vital part of modern financial services and contributes to individuals’ 

financial well-being, by enabling them to achieve many of their goals and objectives. It 

also recognises that it is important that consumer credit is provided fairly and responsibly 

as far as possible to help avoid over-indebtedness and related problems, which are 

detrimental for both consumers and businesses. 

The Revised Draft OECD Recommendation (OECD, 2018b) sets out high-level 

recommendations for Adherents to take measures relating to the protection of consumers 

in relation to consumer credit transactions. It addresses several financial consumer 

protection, supervision and financial education issues addressed by this report: 

 Legal, regulatory and supervisory framework 

 Role of oversight bodies 

 Equitable and fair treatment of consumers  

 Disclosure and transparency 

 Financial education and awareness 

 Responsible business conduct  

 Protection of consumer assets against fraud and misuse 

 Protection of consumer data and privacy 

 Complaints handling and redress 

 Competition  

The draft revised Recommendation on Consumer Protection in the field of Consumer 

Credit was made available for public consultation in December 2018. Following 

comments received, it will be submitted to the OECD Council for final approval. 

4.1.4. Supervisory tools  

Responses to the joint survey do not indicate the presence of supervisory tools addressing 

exclusively short-term credit, with the exception of the United Kingdom, where the FCA 

has set additional reporting requirements for payday lending and home-collected credit. 

Most financial supervisors explain that the tools employed to supervise the short-term 

credit market are the same for other forms of consumer credit and that they did not 
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require amendments. In the economies with developed short-term high-cost credit 

markets, such as Australia, Ireland and the United Kingdom, financial supervisors have 

conducted industry reviews of high cost short-term lending providers as part of their 

market monitoring activities.  

In the United Kingdom, this has led to remedies, in the form of new rules applying to 

particular types of high-cost credit, or proposed remedies. For example, new rules were 

introduced in 2014 in relation to HCSTC (payday) and proposals were published in May 

2018 for rules in relation to home-collected credit, rent-to-own, catalogue credit and 

overdrafts (further publications in these areas are expected shortly). In each case, these 

were specific reviews rather than routine market monitoring 

With respect to the issuing of guidance, responding economies report that the guidance 

they issue in relation to consumer credit is also applicable to and relevant for short-term 

credit providers. In a few cases, specific guidance to the industry has been issued for 

short-term credit: for example in Ireland, where the Central Bank has issued industry 

letters to all specialised lenders following a themed inspection of the industry in relation 

to APRs and cost of credit, and Japan, where the Financial Services Agency has 

published comprehensive guidelines for moneylenders. 

4.1.5. Enforcement  

Authorities responding to the joint survey indicate that their powers are sufficient to 

ensure compliance in the short-term credit market and they do not need to possess 

specific enforcement powers that apply to short-term credit lenders.  

In the economies with a presence of short-term high-cost credit, such as Australia, 

Ireland, Lithuania and the United Kingdom there have been cases of actions against high 

cost short-term lenders. For example, in Australia, since ASIC was assigned 

responsibility for the short-term high-cost credit market in 2010, several cases of 

misconduct have been addressed through their existing enforcement powers, leading to 

civil penalties, entering into enforceable undertakings and obtaining consumer redress. In 

Lithuania, since the Central Bank took over the supervision of the short-term credit 

market, over 45 penalties on payday lenders were imposed on specialised lenders. This 

also led to the suspension of the operations of the largest payday lender in the country, 

due to multiple gross violations of consumers’ solvency assessment.  

4.2. Financial education and awareness on the use of credit   

Financial education and awareness policies and programmes can contribute to support 

consumers throughout their experience with short-term credit. These can help the 

development of specific core competencies that can help consumer to safely use short-

term credit instruments (OECD, 2015; OECD, 2016b). 

Financial education can be provided at teachable moments, i.e. when consumers are in the 

process of researching short-term credit or are about to enter into a short-term credit 

contract. The examples of legislated warnings for short-term high-cost credit products 

provide an opportunity to inform prospective consumers of risks and alternatives, but also 

to educate them with specific material on budgeting, planning, and the safe use of credit.  

Financial education initiatives can in particular help policy makers aiming at long-term 

behavioural change among the target population and at the development of budgeting and 
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saving habits, to support a considerate use of credit, ensure repayment and avoid over-

indebtedness.  

It is therefore not surprising that a majority of respondents to the joint survey indicate that 

financial education covering credit and debt is included in the awareness campaigns and 

the programmes part of their institutional initiatives or of the national strategy on 

financial education of their economy.  

As part of these wider endeavours, some jurisdictions have implemented specific 

initiatives that address short-term credit, which in some cases focus specifically on 

consumers identified as being in the most vulnerable target groups.  

In Australia, ASIC’s MoneySmart website provides general information to consumers 

about credit and debt, and includes a specific page on payday loans. This information also 

covers their digital provision. Consumers trying to get a payday loan receive a legislated 

warning statement that advises them of alternatives to payday lending, and which makes 

specific reference to the content of the website: “the government’s MoneySmart website 

shows you how small amount loans work and suggests other options that might help 

you”. Financial education on short-term credit is also provided via the Financial Debt 

Helpline.  

In Canada, the Financial Consumer Agency of Canada offers online educational content 

on the subject of payday loans, including online payday loans. The content features the 

main aspects of a payday loan, from its definition to the consequences of entering such 

agreements; it also includes infographics depicting the cost of borrowing for payday 

lending and the consequences of not repaying on time. It also redirects to Provincial 

financial regulators for specific information about the terms of contracts, as this is a 

provincial responsibility in the country.  

In China, from 2015 to 2017, the China Banking Regulatory Commission organised 

annual nationwide campaigns to promote financial literacy that were centred on the 

education of young people on the responsible use of consumer loans. As part of the 

Chinese national strategy on financial education, CBRC addressed consumer credit also 

through a variety of delivery methods such as books and comic strips, short films and 

cartoon, publicity on led screens in banks and the development of smartphone apps and 

software.  

In Georgia, the National Bank has developed educational videos on short-term credit that 

also educate consumers on nominal and effective interest rates. In addition, the national 

strategy roadmap implemented in 2016 recognises the need to provide specific 

educational content on short-term credit given the expansion of this market in the country 

and the challenges it creates for consumers.    

In Germany, the central bank has launched in 2017 a new educational resource Geld 

verstehen (Understanding Money) (Deutsche Bundesbank, 2017). It is intended for 

secondary level schoolchildren. It comprises a textbook, an exercise book and a teacher’s 

book. The textbook features the functions of money, using a budget and improves the 

knowledge on saving and credit. Based on this, the exercise booklet contains respective 

tasks from the students' everyday life. Additionally, the teacher's book offers both the 

solutions to the tasks of the exercise book and didactic hints for carrying out school 

lessons. It is available both online and printed. Further, in Germany, the Federal Financial 

Supervisory Authority has a dedicated consumer section on its website. This section also 

provides specific information on consumer credit and its accompanying risks and 

benefits. 
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In Hong Kong, China, over 2016-17 the government undertook specific initiatives to 

raise public awareness of the risks associated to applying for a loan through financial 

intermediaries and to inform and alert the public of the deceptive marketing tactics 

employed by some of them. A message on responsible borrowing is also now mandatory 

for all moneylenders and banks whenever they advertise their lending products. Further, 

both the Hong Kong Monetary Authority and Investor and Financial Education Council 

conduct on-going consumer education programmes to support responsible use of credit by 

consumers and advertising campaigns on the use of credit cards and personal loans. 

In Japan, the Financial Services Agency runs annual campaigns to prevent and raise 

awareness on the risks of multiple consumer loans.  

In Portugal, one of the objectives of the Portuguese National Plan for Financial 

Education, developed by the National Council of Financial Supervisors, is to promote the 

responsible use of credit. Financial supervisors promote financial education courses (face-

to-face and e-learning) about the importance of planning the family budget, the types of 

credit and the risks of over-indebtedness, for instance. Banco de Portugal also publishes 

financial education materials (such as booklets, leaflets and infographics) on this and 

other relevant topics, aimed at different audiences.  

In Singapore, the Monetary Authority through its MoneySENSE platform discourages 

over-spending fuelled by consumer credit, and includes this message through its social 

media presence, in talks organised with the public and in workshops. These initiatives 

address in particular the consequences of rolling over debt and inform the public on 

where to seek help for debt issues. 

In Spain, the central bank is in charge of several financial education initiatives that 

address short-term credit. The central bank’s portal on financial education includes short-

term credit education, and short-term credit is included in the delivery of financial 

education in schools, as well as in the activities of the national financial education day 

and in the school programmes.  

In the United Kingdom, the Single Financial Guidance Body (SFGB) was created in 

2018 from the three existing providers of government-sponsored financial guidance: the 

Money Advice Service, the Pensions Advisory Service and Pension Wise. Among its 

functions, the SFGB will be responsible for the provision of information and advice on 

debt, and it will develop a new national strategy to improve people's financial literacy, 

help them manage debt and provide financial education for children and young people. 
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5.  Conclusions and way forward 

The report finds that the approach to the regulation and supervision of the short-term 

credit market varies substantially across responding jurisdictions. It also confirms that, 

while meeting a demand and contributing to consumers’ short-term financing needs, 

short-term credit can also give rise to similar forms of consumer detriment, as 

experienced among the responding jurisdictions.  

The examples of the regulatory, supervisory, and educational tools presented in the 

report, mainly applicable to the regulation and supervision of specific subsets of short-

term credit, i.e. short-term high-cost credit, indicate that specific policy solutions in the 

field of short-term credit can be effective in protecting and empowering consumers. 

These good practices can be useful to policy makers worldwide in their regulatory, 

supervisory and educational approaches to the short-term credit market.  

Based on the examples of policy solutions among responding jurisdictions and on the 

analysis of the qualitative and quantitative information provided by public authorities 

responding to the joint survey, it is possible to suggest policy actions, which should be 

read taking into account local circumstances and be inspired by the proportionality 

principle.  

These relate to the monitoring of the short-term credit market and consumer behaviour, 

the regulatory coverage of providers, the need to evaluate the effectiveness of the 

approaches taken towards the short-term credit market where specific regulation has been 

devised, and the inclusion of education on credit and related topics in financial education 

programmes and initiatives.  

Evidence 

Policy makers should have a clear picture of the provision of short-term credit, and of its 

effects on consumers, in particular in the jurisdictions in which certain short-term credit 

products might fall outside of the supervisory perimeter of the financial regulator. Policy 

makers should:  

 Ensure effective market monitoring: specific supervision of the short-term credit 

market might be needed to identify the level and modalities of provision of short-

term loans, and detect possible consumer detriment. 

 Study consumer behaviour: where a market for short-term credit is present, public 

authorities should investigate how and why consumers access short-term credit, 

and its effects on their financial well-being, notably among the most vulnerable 

(e.g. low income, young and/or senior people). This should be conducted in a 

holistic way, covering all credit products, and taking into account overall debt 

and savings levels, to better understand the consumer journey from mainstream 

lending through to short-term high-cost credit products. It can take place through 

secondary analysis of data collected through existing tools, such as households’ 

assets and liabilities or financial literacy surveys, and dedicated assessments, 
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such as industry reviews, complaints data and focus groups with short-term credit 

customers.  

Regulatory coverage 

The provision of short-term credit by specialised lenders can in some jurisdictions fall 

outside of the regulatory coverage applicable to other forms of consumer credit. This can 

deprive consumers of this specific form of credit of the financial consumer protection 

they would enjoy when using different forms of consumer credit. Indeed, in some 

jurisdictions financial regulators have taken over from non-financial authorities the 

regulation and supervision of the short-term credit market offered by specialised lenders 

because of the presence of widespread consumer detriment.  

 Assess the coherence of the regulatory coverage: based on the evidence collected 

on the market, financial regulators should assess whether the supervisory and 

regulatory coverage of the short-term credit market is fit to protect consumers in 

this space.  

Regulatory and supervisory approaches   

In the jurisdictions where regulators have identified the presence of consumer detriment 

in the short-term credit market, specific policy solutions could be taken into 

consideration, and the effects of their introduction evaluated. Policy makers could 

consider in particular:  

 Moving beyond disclosure: consumers should be aware of the special features of 

a short-term loan, in particular of forms of short-term high cost credit such as 

payday lending. It is therefore worth looking at measures that go beyond simple 

disclosure of terms and conditions. Examples include the presence of legislated 

warnings redirecting to the financial education website of the responsible 

financial authority, or a requirement on lenders to provide sufficient pre-

contractual explanations and not simply information, which can be an effective 

tool in raising awareness and make consumers think twice on their needs and 

capacity to repay.  

 Caps on the cost of short-term credit: the report suggests that caps on cost of 

short-term credit are effective in reducing costs for consumers, if they do not 

exclude the most vulnerable from the formal short-term credit market and 

measures are taken to avoid regulatory arbitrage. 

 Introducing specific responsible lending provisions: policy makers should assess 

the opportunity of introducing tailored responsible lending provisions on short-

term credit providers (for example suitability and affordability), ranging from a 

limit on rollovers (refinancing) to a limit on the number of concurrent short-term 

loans. 

Financial education  

Financial education programmes and initiatives can help consumers to understand the 

implications of using short-term credit and give them the skills to consider whether it is 

an appropriate and cost effective option.  Particular programmes may be required to 

address the needs of the most vulnerable populations, which, depending on national 

circumstances may include those on low and variable incomes, the young and/or elderly 

people.  
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Financial education initiatives can in particular: 

 Support young people and adults in the development of positive behaviours, such 

as consistently using a budget, and promoting positive attitudes such as planning 

ahead; young people should be targeted at an early age (OECD, 2005), as this 

offers a chance to build positive attitudes, habits and behaviours, and to help to 

overcome behavioural biases before they have negative consequences.  

 Promote savings habits as a way of avoiding borrowing to cover expenditure or 

income shocks, or to smooth uneven income and expenditure flows. 

 Understand how to build a credit score (where this exists) to improve access to 

lower cost forms of borrowing. 

 Improve knowledge on credit, its different features, limitations and beneficial 

use, and awareness of alternatives (e.g. lower cost alternative sources of credit or 

alternatives to borrowing such as drawing on personal savings). 

 Encourage consumers to shop around, to compare products and make informed 

choices, e.g. by supporting the creation of reliable digital platforms or 

comparison tools. 

 Address consumers’ behavioural biases; for example by harnessing the 

opportunities for improved decision-making and behavioural change provided by 

digital tools.  

 Be part of debt advice solutions for consumers in financial distress.  
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Annex A. Responding institutions 

This annex provides a list of the economies and institutions that responded to the joint 

survey. 

Country/Economy Responding institutions 

Argentina Securities Commission 

Armenia Central Bank of Armenia 

Australia Australian Securities and Investments Commission  

Austria Federal Ministry of Labour, Social Affairs and Consumer Protection  

Central Bank  

Austrian Financial Market Authority 

Belarus National Bank of the Republic of Belarus  

Bosnia and Herzegovina Banking Agency of the Republika Srpska 

Brazil Central Bank of Brazil  

Brunei Darussalam Monetary Authority  

Cape Verde Central Bank of Cape Verde 

Canada Financial Consumer Agency of Canada 

Financial Market Authority of Quebec 

Chile Superintendency of Banks and Financial Institutions (SBIF) 

China, People’s Republic of China Banking Regulatory Commission 

Czech Republic Ministry of Finance  

Denmark Danish FSA/Money and Pension Panel 

Estonia Ministry of Finance of Estonia 

France Ministry of Economy and Finance  

Georgia  National Bank of Georgia  

Germany Central Bank 

 Federal Financial Supervisory Authority - BAFIN 

Greece Bank of Greece 

Hong Kong, China Investor and Financial Education Council (with inputs from the Hong Kong Monetary Authority 

the Companies Registry, and the Financial Services and the Treasury Bureau) 

India Reserve Bank of India  

Indonesia  Indonesia Financial Services Authority (OJK)  

Ireland  Central Bank of Ireland 

Italy Bank of Italy  
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Country/Economy Responding institutions 

Japan Financial Services Agency – Government of Japan  

Latvia Financial and Capital Market Commission  

Luxembourg  Commission de Surveillance du Secteur Financier 

FYROM National Bank of the Republic of Macedonia 

Mauritius  Bank of Mauritius  

Mexico Mexican Government/ BANSEFI 

The Netherlands  Netherlands Authority for the Financial Markets 

Peru Superintendency of Banking, Insurance and Private Pension Funds Administrators  

Portugal Central Bank of Portugal  

Romania Financial Supervisory Authority 

Russian Federation  Bank of Russia 

Serbia  National Bank of Serbia  

Singapore Monetary Authority of Singapore 

Slovak Republic National Bank of Slovakia 

Slovenia Bank of Slovenia  

South Africa Financial Sector Conduct Authority (with input from the National Credit Regulator) 

Spain Bank of Spain  

Sweden Financial Supervisory Authority  

Switzerland Swiss National bank 

Thailand  Bank of Thailand  

Turkey Ministry of Treasury and Finance  

United Kingdom Financial Conduct Authority  

Ukraine National Bank of Ukraine 
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Annex B. Joint questionnaire on relevant aspects of  

short-term consumer credit   

Country or economy:        

Institution name:       

Contact person’s name and job title:       

Contact person’s email address:         

Relevant website:       

Definition and evidence 

1. Definition  

a.  What is the terminology used in your jurisdiction to indicate short-term consumer credit?   

Please specify if there is a specific terminology for digitally-provided credit.  

b.  Does your local legislation define short-term consumer credit? 

 Yes   If Yes, please provide the definition and its legal source  

 No    If not, what do you consider to be short-term credit in carrying out your 

regulatory/supervisory functions (based on APR, duration, kind of credit provider, etc.)  

2. Evidence  

Existing data on short-term credit  

Please provide any relevant data on the stock and provision of short-term consumer credit within 

your jurisdiction and indicate the source and date or the data (if available, please provide data 

broken down by socio-economic status or key subgroup of the population):  

 short-term loans as a share of consumer credit (number or average value of short-term loans) 

 Over indebtedness levels (please also provide the definition in your jurisdiction if available)  

 Percentage of consumers defaulting on their loans 

 Number of consumers with multiple short-term loans 

Supply side: characteristics of the short-term credit market  

Please briefly describe the main feature of the short-term credit market in your jurisdiction:  

 Nature of credit providers, and in particular whether these are traditional credit institutions - i.e. 

banks - or specialist lenders focusing on short-term consumer credit provision (if the latter, 

please also indicate whether these fall under the remit of your institution from a financial 
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consumer protection or financial education consumer policy perspective, and if the different 

nature of providers can give rise to regulatory arbitrage and distort fair competition)  

 The main short-term credit products available to consumers and how they are structured (if 

available please also provide information on amounts, payment cycles, duration, consumer 

credit scoring and rating practices, etc.)  

Are these provided through digital channels? If yes, please explain  

Assessment of consumers’ use and understanding  

Have you conducted an assessment of consumers’ use and/or understanding of short-term credit 

products or of the functioning of the short-term credit market?  

 

 Yes      No  

If Yes, please provide more details on the tools used and the results  

 Analysis of consumer complaints 

 Consumer surveys  

 Focus groups 

 Analysis of households financial assets and liabilities 

 Analysis of financial literacy surveys 

 Mystery shopping  

 Other (please specify) 

Main issues identified  

1. Consumer outcomes   

a.  In your jurisdiction, what are the main risks to consumers in relation to the use of short-term 

loans?  

 Unclear and non-transparent disclosure of prices and fees 

 Limited understanding of terms and conditions 

 Over indebtedness  

 Financial exclusion 

 Falling victim to fraudulent practices  

 Mis-selling practices  

 Unfair treatment 

 Other (please specify) 

b.  Has the financial well-being of consumers been negatively affected by their use of short term 

credit (for example by a repeated or multiple use of payday loans)? Please explain and provide 

data if available        
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c.  Are there any subgroups of the population that face additional risks due to their socio-economic 

circumstances and/or their financial behaviours? Please elaborate whenever relevant.  

 All population 

 Young people 

 Low income groups 

 Elderly people 

 Groups categorised by level of financial literacy   

 Other (please specify) 

2. Risk drivers  

a.  In relation to the (possible) problems identified through assessments or directly in the short-term 

credit market, do you consider the causes to be related to: 

 General economic and financial context (For example the low interest rate environment) 

Please elaborate       

 Market conduct and in particular providers’ sales and marketing practices (For example: 

Have consumers experienced unfair business practices? Do providers engage in misleading 

advertising?).  Please elaborate       

 Regulatory gaps (For example: Does regulation adequately cover provision of short-term 

credit products and can it address innovative provision – such as via digital means-? Do 

existing disclosure material adequately adapt to short-term loans features and risks?). Please 

elaborate       

 Consumers’ financial literacy (for example: Do consumers lack the financial awareness and 

literacy needed to safely and effectively use short-term credit products? Do they understand 

their features and risks?). Please elaborate       

 Behavioural aspects (for example: Do consumers get over-indebted because of self-control 

biases such as high impulsiveness and overspending?). Please elaborate       

 Electronic delivery and evolution of the digital financial services market. Please elaborate  
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Existing policy interventions  

1. Consumer credit measures that apply to short-term credit  

a.  Please indicate which measures in your jurisdiction apply to short-term credit. 

Regulatory and supervisory solutions  

 Introduction of a cap on the cost or duration of short-term credit 

 Yes      No If Yes, please indicate the figure and 

how it was chosen       

 Provision of appropriate information to consumers by short-term credit providers      

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Do they effectively cover digital provision?  

 Yes       No 

Please explain       

 Suitability requirements (e.g. the requirement on providers to assess suitability and affordability) 

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No  

Please explain       

 Use of standardised display of terms, conditions and risk (e.g. key information documents in plain 

language identifying key aspects of the credit product) 

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No 

Please explain       

 Advertising regulation and use in advertising and marketing of a unique standardised effective 

interest rate 

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes       No 

Please explain       

 Limiting rollovers and/or concurrent loans 

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No 

Please explain       
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 Early repayment (e.g. the right to repay all or parts of the loan before the end of the contract, with 

or without fee)  

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No 

Please explain       

 Protection of customers’ data and privacy  

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes       No 

Please explain       

 Access to complaint and redress mechanism 

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes        No 

Please explain       

 Liability in the event of harm to the consumer due to error or fraud 

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes       No 

Please explain       

 Acceptable debt-collection practices  

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No 

Please explain       

 Cool-off and/or withdrawal periods  

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No 

Please explain       

 Market monitoring tools (e.g. analysis of complaints, inspections, on-site visits, mystery 

shopping) 

 Adequately cover short-term credit  

 Have been amended to cover short-term credit 

Do they effectively cover digital provision?  

 Yes      No 

Please explain       
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 Authorisation regime (e.g. focusing on criteria such as controls, risks, qualifications and 

experience of personnel)  

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No 

Please explain       

 Issuance of guidance to financial services providers (e.g. interpretation of regulation, definition of 

common standards)    

 Adequately covers short-term credit  

 Has been amended to cover short-term credit 

Does it effectively cover digital provision?  

 Yes      No 

Please explain       

 Enforcement tools (e.g. supervision of breaches, powers to require redress or settlements, 

issuance of warnings, sanctions)     

 Adequately cover short-term credit  

 Have been amended to cover short-term credit 

Do they effectively cover digital provision?  

 Yes      No 

Please explain       

Financial education and awareness solutions   

 Awareness campaigns or provision of informational material 

 They cover short-term credit issues 

 They address digital provision  

Please explain       

 Existing financial education initiatives  

 They cover short-term credit issues 

 They address digital provision 

 They are delivered digitally 

Please explain       

They include:   

 Websites  

 Online counselling  

 Programmes delivered in debt advice or community 

centres  

 Other  

Please explain       
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b.  Please indicate if any policy measure is targeted to specific population groups and elaborate 

whenever relevant: 

Target group 
Type of intervention 

Regulatory/Supervisory Financial education 

 Young people                     

 Low income groups                     

 Elderly people                     

 Groups categorised by level of financial literacy                       

 Other (please specify)                     

c.  In carrying out your mandate, do you engage with: 

 Short-term credit providers to promote responsible business practices or impact on product 

design? If so, please elaborate       

 Consumers associations. If so, please elaborate       

Effectiveness, remaining challenges and way forward 

1. Impact and challenges  

a.  Please elaborate on the effectiveness of the measures that you have put in place to support 

consumers in their use of short-term credit, and describe how this has been measured: 

b.  Please identify and describe the challenges your authority (still) faces with respect to 

developments in the short-term credit market, both on the supply and demand side 

Supply side (product regulation and providers’ supervision)  

Demand side (supporting consumers in a safe and effective use of these products)  

2. Future work  

a.  Do you agree with the need to identify effective approaches and develop international guidance 

on these issues?  

 Yes      If Yes, please provide your views on future work and priorities       

 No 
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