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Credit card market study terms of reference 

 
Executive Summary 
 
MoneySavingExpert.com welcomes the chance to reply to the FCA’s credit card market study. 
 
The current UK credit card market is extremely varied. There’s no ‘one size fits all’ card, and rightly so 
because there’s no ‘one size’ consumer. Consumers use credit cards for day to day spending, holiday 
spending at home and abroad, large purchases, managing debt by transferring balances, earning 
cashback or building up rewards and getting special introductory sign up bonuses.  
 
While we share many of your concerns that the market may not be working well for some customers we 
also believe that many people currently use credit cards to manage their money well and suddenly 
changing availability to the range of products on the market would be a dangerous move.   
 
We do not want to see interference in the products in the market that are working well. This applies 
both to consumers who borrow on their credit cards (cards can be an effective way to keep debt low) 
and those who are not in debt but, for whatever reason, choose to spend on a card. 
 
This is not to say we do not think the sector can go further to help consumers of all types of credit card. 
Interest in switching between products needs improving. Certain types of card are competitive, with 
price wars competing for business, but this is only for savvy consumers who are already switching, 
standard customers need more choice too. In particular, those with a poor credit score have limited 
options, which in the recent past has resulted in many turning to the highly detrimental high-cost short-
term sector. This needs improving. 
 
Also, while we have seen some improvement in the guidance given to consumers over the last few 
years, information for all products can still be made more transparent. For example, eligibility 
requirements are still very uncertain prior to an application. Consumers should know their chances of 
being approved for a credit card and what deal they will get before they apply. Finding out after means 
they already have a mark on their credit file, restricting the chance they will be accepted for subsequent 
applications. 
 
If an outcome of the FCA's market study is to alter features of the card market this could be to the 
detriment of consumers for whom the market is working well. 
 
Consumers may not always be choosing or using a credit card that best meets their needs, or may be 
making minimum payments without considering how they will repay their credit card debt, but these 
are not reasons to restrict the range of options currently available.  
 
What we need to see is a market offering useful products to all types of consumer, not restricting choice 
and competitiveness at either end of the scale with unnecessary regulation. 



The extent that consumers drive effective competition 
through shopping around and switching 
 
We wholeheartedly agree with your statement that consumers can drive competition if they are able 
and willing to compare different products and choose or switch to the one that represents the best 
value for money for them. 
 
MoneySavingExpert.com is looked at by over 13 million unique users each month and over 10 million 
have opted to receive our free weekly email.  One of the major elements we provide information on is 
about credit cards.  
 
This is a market in which many consumers are already engaging. Many regularly switch products and 
there is a large 'tarting' market - when a consumer actively manages their money well by rotating cards.   
 
To show how engagement is high and continuing to rise, using Google Analytics data, the following table  
lists the number of pageviews to our five most popular credit card guides during 2013 and 2014: 
 

 Pageviews of MoneySavingExpert.com credit card guides 

 2013 2014 

Travel Credit Cards (1)  1,885,000 2,080,000 

Balance Transfer Credit Cards 1,760,000 2,120,000 

Best 0% Spending Credit Cards 995,000 1,335,000 

Cashback Credit Cards 565,000 605,000 

Credit Cards for Bad Credit 465,000 535,000 
(1) This guide also includes non credit card options to cut the cost of overseas spending 

 
Further analysis of this data is available on request. 
 
As you can see, limiting options in any of these areas will affect a high number of consumers. A 
particular concern is that any change to the balance transfer market will cut people off from a way to 
cut the costs of their existing debts.  
 
Balance transfers are often the cheapest way to manage debt, especially if repaid before the end of the 
offer period. Many consumers incorrectly think their bank account is a cheaper form of finance and may 
even go into their overdraft to pay off credit cards, usually at a higher rate and with the added potential 
of bank charges.  
 
The market has changed in recent years. In the past, cards would hook you in on a cheap short term 0% 
rate but then trap you with higher interest rates once the offer ended. The current offers in this area are 
so long they can no longer be considered a short term fix. The longest offer of 35 months (although it 
comes with a fee) can offer substantial savings and help people manage payments for almost three 
years, helping to plan for other financial commitments that may come up in that period. We do not 
want to see this method of managing money affected by any possible changes in the market. 
 
In addition, while an OFT survey in 2008 found that about 70% of consumers who took out a credit card 
in the previous three years did not shop around at all, a recent poll on switching habits with our site 
users suggests movement in the credit card market is higher than this (although there is still room for 
improvement in comparison to other sectors).  
 
 



 
The question we asked our site users was as follows:  
 

“How likely are you to switch when a hot deal ends?  
 
From broadband to 0% cards, many of the best deals are short-lived, then you pay 
more. We want to find out which products you’re most likely to switch once the 
initial good deal ends. 
 
Please ONLY ANSWER FOR PRODUCTS YOU HAVE/HAVE HAD RECENTLY... and base 
it on what you actually do, not what you'd like to think you do.” 

 
Source: http://www.moneysavingexpert.com/poll/16-12-2014/how-likely-are-you-to-switch-when-a-
hot-deal-ends  
 
We then included a list of product choices so we could compare credit card switching with other sectors. 
3,437 people voted in the poll which ran between 16 and 22 December 2014. 
 
Of the people who responded to the three credit card categories (Balance transfer credit cards, 
Cashback credit cards, Credit cards for new borrowing/purchases) between 55% and 65% of people said 
they were likely (both very likely and quite likely) to switch at the end of the deal.   
 
While these figures are at the lower end of the switching scale (Home Insurance, Car insurance and 
Gas/electricity received a 89% to 95% 'likely to switch' response) the figures are more positive than 
perception of the market. 
 
Some difference in the results may be due to the fact that fewer people use credit cards than these 
other products but it may also be that switching of a credit card is not required at all. A consumer may 
only need a credit card for a short time period, for example to pay off a particular amount, and if they 
manage to do this using one card this is a good outcome. 
 
Out of interest, the lowest response in the poll was to switching current accounts, with just 43% likely to 
move. 

 
Fees, charges and product complexity 
 
We agree it is difficult for consumers to compare fees, and price comparison websites cannot always 
adequately cover some of the market's complex features, but it is not only price comparison websites 
that help consumers make financial decisions.  
 
As one of the UK's largest consumer websites, and not being a price comparison website, we use our 
editorial outlook to deal with the market's complexities by addressing issues head on and doing so in a 
language that consumers understand. 
 
However, there are still some areas even we find difficult to explain and the lack of transparency makes 
comparing and consumer choice extremely difficult. We therefore welcome all clarity in this area. 

 
 
 
 

http://www.moneysavingexpert.com/poll/16-12-2014/how-likely-are-you-to-switch-when-a-hot-deal-ends
http://www.moneysavingexpert.com/poll/16-12-2014/how-likely-are-you-to-switch-when-a-hot-deal-ends


Transparency and fairness of terms and conditions 
 
Representative APR 
 
The fact that only 51% of consumers are given advertised rates is massively to a consumer’s detriment. 
The term itself also doesn't mean anything to consumers and is not a useful way to help them choose a 
suitable product for their needs.  
 
Prior to the change in 2011 ‘typical rate’ products meant 66% of accepted applicants must get the 
rate on offer. The new rules meant a move to ‘representative rate’, which is only applicable to 51% 
of people.  
 
We believe the rule was brought in to promote a cross-border EU wide credit market, with equal 
protection for each country. Though how many people actually go cross border to borrow 
(especially for non-Euro zone countries where it’d involve a currency risk too) we don’t know.  
 
What the change means for UK consumers is that organisations like us can no longer adequately 
inform consumers about the rate they will be given. Many consumers also now have less chance of 
getting good rates.  
 
We would like to see stronger regulatory control from the FCA in this area. All card providers should 
be telling consumers that not everyone who applies for a particular offer will get it. For example, 
those applying for a 0% balance transfer of a certain length may be offered a shorter term.  
 
If a consumer is given a different offer they should be told it is a different offer and given an 
opportunity to cancel their application and not take the card. The application should then be 
removed from their credit file, or a note added to it to the effect that the consumer chose not to 
take the product.  
 
We would also like to see a cap on the range of offers that a provider can choose to give instead, or 
an indication of the alternative offers a consumer could be given. At the moment there are no 
restrictions; for example, someone applying for a 6.4% rate life-of-balance card could be offered any 
%, and consumers do not understand why. This hinders rather then helps those wanting to choose a 
card that suits their needs.  
 
We are currently left in the nightmare situation that it’s only by applying for credit you get to know 
the interest rate you’ll be given, even though all applications hit your credit score and diminish your 
ability to compare the market. This system discourages shopping around for the best product and 
seems a classic case of killing good rules to improve bad ones.  
 
This rule needs to be reversed, or amended to ask for “at least a 51% rate”, so lenders in the UK are 
able to offer the advertised rates to more people.  
 
Representative example 
 
In addition to the above, the fact that a card provider has to include the following statement on all 
credit card communications is nonsense.   

 
If you spend £1,200 at an annual interest rate of 16.9% (variable), 

your representative APR will be 16.9% (variable). 
 



The idea has merit as consumers need explanation, not just information, but the end result is far 
from useful. In our view it is also potentially damaging, as the rate given is pointless unless you’re 
borrowing £1,200. 
 
The only time it is relevant, and serves to makes things any clearer, is when a card has an annual fee. 
But most cards don’t have an annual fee. People are already confused enough about debt without 
adding a phrase that’s such a tautology it makes them think "am I missing something here?". 
 
All that is needed is to ensure the fee is prominent enough. If a statement is to be used what we 
would like to see is something like: 

 
If you borrow £2,000 at 18.9% APR and make the minimum  

payments it’ll cost you £340 interest in the first year. 
 

Or even better, just regulate the use of a statement for cards that have an annual charge, eg: 
 

You’re charged a £150 per year fee, plus 19.9% APR on whatever you borrow. 
 

Otherwise the statement is meaningless and needs to be scrapped. 

 
Summary boxes 
 
One of the main examples given by the industry in recent years of how it has improved is that it is giving 
more information. Giving information isn't enough if people don't know what it means and don't read it 
in the first place. As we have said above we believe consumers need explanation, not just information. 
Summary boxes achieve the latter but not the former.   
 
Bad terminology, such as 'interest free period', is also as bad for explanation as not providing 
information in the first place. The language used in summary boxes needs to be updated to ensure 
consumers understand what it means. We are not currently sure they do. 

 
How firms recover their costs across different customer 
groups and what effect this has on the market 
 
Interchange fees 
 
We have serious concerns that there may be considerable unintended consequences and significant 
detrimental effects of the proposed changes in interchange regulations on card transactions.  
 
As a result of the changes financial institutions will earn less income from processing payments and will 
seek to make up for this loss in other ways. We believe these changes will result in less competition in 
the market, thereby punishing both transactors and more vulnerable consumers through restricting 
access to credit, limiting its flexibility and increasing its cost. 
 
If, as we expect, consumers will have to meet the shortfall, we are concerned that this could happen in a 
number of ways. The credit card market in the UK caters for a wide range of consumers, which could be 
affected differently:  
 

 



 For savvy and confident shoppers some credit cards offer rewards, such as cash back or air 
miles. Removing access to rewards will only act to punish the engaged consumer. We believe 
this will limit competition in the market, and therefore discourage product switching, rather 
than encourage new players to enter the financial services industry.  

 

 If consumers are discouraged from using credit cards because of increased charges or interest 
rates, or withdrawal of rewards as a result of these proposals, they will lose the additional legal 
protection afforded by section 75 of the consumer credit act which states a credit card provider 
is equally liable if something goes wrong with a purchase costing more than £100.  

 

 All consumers could be affected by the introduction of account charges and/or the removal of 
rewards schemes. It is also possible that fees for management of current accounts and other 
retail banking services will increase.  

 

 Given the current pricing structure for credit cards in the UK, it is more likely that credit card 
issuers will increase interest rates in order to recover lost revenues arising from the proposals. It 
should be noted that the payment of interest on credit card balances only occurs where these 
are not cleared within the interest free period. Therefore, the greatest burden will fall on those 
who are least able to bear it. The impact will be especially felt by consumers who make only the 
minimum payments on their cards on a long-term basis. 

  

 Finally, we are also concerned that the proposals will negatively impact on the development of 
the UK’s pre-paid card market. In recent years, these cards have developed to provide a real 
alternative to bank accounts for people on lower incomes – offering a variety of transactional 
functions, including the ability to have wages and other payments made directly into the 
account by third parties, and supporting bill payments. The cost of pre-paid cards is, however, a 
major issue for people on low incomes, and the proposals are likely to increase these. This 
threatens to prevent what was becoming a real alternative to bank accounts from taking further 
root in the UK.  

 
Unaffordable credit card debt 
 
Understanding of repayment 
 
For a long time the underlying structure of charges and interest on cards was detrimental to consumers 
and effectively operated as stealth charges adding huge amounts to costs.  
 
This was partly fixed by the joint government and card companies' new rights for credit and store card 
users in 2010 but we would like to see additional protections in certain areas to alleviate continuing  
confusion.  
 
Interest rate variations 
 
The most common confusion we see is to do with the rate a card charges varying with the type of 
transaction. Many consumers still do not know this occurs, and this can be detrimental to their finances.  
 
We get asked this question so often we included the following example in our weekly email on 29 
October 2014: 
 
 



"Q. I did a 0% balance transfer, but also made some purchases on the same card. I 
cleared the purchase amount by the due date and paid some money towards the 
balance transfer but was still charged interest. I thought the payments I make apply to 
the highest interest rate first. So why are they charging me interest?  
 
MSE Helen's A: You're right anything you pay goes towards the highest interest rate first. 
But there's a clause in all credit card contracts many fall foul of, and it's the reason we tell 
you to NEVER spend on the same card you have a balance transfer on unless there's an 
interest-free period for spending. Here's an example (with our added emphasis): 
 
"Interest Free Period: Maximum 56 days for purchases if you pay the full balance shown 
on your previous and current statement on time."  
 
So, because you hadn't cleared the full balance - you still had some of your transferred 
balance on the card - you don't get any interest-free period. At all. This means that you 
were charged interest on the purchases from the day you made them, to the day you 
cleared them. The only way you could have avoided this would have been to pay off both 
the purchases and the entire balance transfer debt before the date indicated on your 
statement. 
 
In future, if you think you'll need to make both balance transfers and purchases, try to get 
a card that offers a 0% period on both. Our 0% Balance Transfers & Spending guide has the 
best buys." 

 
Asymmetrical borrowing rates  
 
Where a credit card includes a 0% offer for two or more spending types, problems can occur when the 
length of the offer for each type is different. For example a 14 month purchase period, and a 19 month 
balance transfer period. 
 
If a consumer has not cleared all of the purchases on the card by the end of the 14 months they will 
understandably be charged interest. However, if they have cleared the purchase balance by the 14th 
month they could still pay interest, if they haven’t cleared the balance transfer debt. 
 
In this example we always tell people to clear the full balance of the card by the end of the 14 months, 
so they won’t end up paying interest, but we are not sure how often this practice takes place. It’s a very 
confusing aspect of borrowing and we believe very few consumers are aware of its effect.   
 
Minimum repayments 
 
This is still a trap that too many fall into. In order to protect consumers we would therefore suggest a 
combination of much stronger information and a wider choice of payment amounts to be provided. 
 
Improved information is needed to strengthen the message that making minimum payments is not an 
effective way to manage your money. Every monthly statement should include a strong warning, such as 
the example below, in a large, prominent font: 
 

“If you make the minimum payment on this card, at the current interest rate and current 
balance, it will take you xxx years to pay off in full and cost £xxx in interest”. 

 



We would also favour an enforced menu of repayment options that a consumer is given when signing up 
for a card. These options should also be repeated to the consumer: 
 

 On every statement 

 Once a year in a specific explanatory letter setting out in detail the impact 

 And at any point in between by contacting the provider themselves. 
 
The choice of payments must explain the impact of each option and how long and how costly 
repayments will be at this level, as well as informing consumers they have the ability to pay by Direct 
Debit. The options should be: 
 

 The minimum payment chosen by the bank. 

 A fixed monthly amount specified by the consumer eg £200 a month. It is important to note that 
by paying a fixed amount the consumer kiboshes the minimum repayment system – as their 
repayments don’t decrease with their debt. 

 A 'recommended payment' eg a percentage or fixed fee calculated to clear the card in three 
years. 

 The option to repay the balance in full.  It is worth noting some providers make this a 
bureaucratically difficult system to set up – missing it off direct debit forms. 

 
Allocation of repayment amounts 
 
The payment allocation process has dramatically improved but consumers still need to be informed 
that, usually, the most effective credit card solution is to use different cards for specific purposes.  
 
Re-pricing of existing debt 
 
The credit card and store card repricing principles introduced in January 2009 by the trade body for the 
card payments industry in the UK have provided consumers with a level of redress, but we do not 
believe it has had sufficient impact. The principles should therefore now be added to the FCA's rule book 
to move them from a voluntary scheme to a regulated one.   
 
The statement has the potential to empower the consumer but in order to do so effectively, the options 
also need to be clearly explained and amended to provide additional protection. 
 
The current terminology used favours an outcome preferable to the provider. For example the language 
states consumers can “close their account” rather than “accept a rate rise” – this does not seem 
attractive for many in debt.  
 
When we write about this we describe it as an option to “reject a rate rise, provided you don’t want to 
borrow any more” this gains far more attention and many consumers exercising this right.  
 
Additionally, although the statement requires lenders to explain why an interest rate has been 
increased, some people appear to have had rates increased for no reason. When these borrowers ask 
for a reason, the response is simply ‘because of your credit score’, but this is unacceptable. 
 
We would therefore also like the agreement to include the entitlement to a full explanation of why a 
rate has increased in every circumstance. If consumers are unable to get this information directly, the 
Financial Ombudsman Service should be able to garner the exact reason on the consumer’s behalf. 
 
 



We would also suggest the following strengthened regulation to truly protect consumers: 
 

 The current disclaimers based on the provision that a customer manages his/her account in 
accordance with the product’s terms and conditions should only apply to substantial (eg 
defaults) and not minor (eg a day’s late payment or a going slightly over the credit limit then 
repaying quickly) breaches. 

 

 Rate increases must be fair. There should be a requirement for increases to be fair and 
proportional to the problem.  If not, the rate should also be appealable to the Financial 
Ombudsman Service.  

 

 Rate changes should only apply to new debts. In other words once the cost of debt is fixed it 
should not vary (unless a card company changes rates for all consumers by the same amount). 
This would mean the account does not have to be closed; consumers would pay the original rate 
on the old balance, and a higher rate for extra borrowing. This will protect consumers who 
would not be able to apply for new credit elsewhere so would be stuck with the only option to 
accept the new rate on all borrowing.   

 

 The option to reject a rate rise and accept the current balance of their account as their new 
credit limit. Again allowing those who are unable to get credit elsewhere the ability to continue 
spending on the card once they have cleared some of the balance. 

 
About MoneySavingExpert.com 
 
MoneySavingExpert.com is the UK’s biggest money website dedicated to saving consumers money on 
anything and everything by finding the best deals, beating the system and campaigning for financial 
justice. It's based on detailed journalistic research, cutting edge tools and has one of the UK's top ten 
social networking communities. 
 
During the month of December 2014 the site had 13 million users visiting the site more than 22 million 
times and looking at more than 67 million pages. Over 10 million people have opted to receive our free 
weekly email and more than 1.3 million users have registered on the forum. 
 
 


