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UK Finance is the collective voice for the banking and finance industry. Representing
almost 300 firms, we act to enhance competitiveness, support customers and
facilitate innovation.

We welcome the opportunity to respond to the Financial Conduct Authority’s (FCA)
Consultation and Discussion Paper, reviewing the financial promotions rules
covering consumer credit, contained within CONC 3. We support our members in the
provision of unsecured consumer credit products to their customers, principally
through credit cards, loans, overdrafts and buy now pay later/deferred payment
credit.

We have responded to each of the questions posed by the FCA and repeated or built
on earlier comments where appropriate. However, overall, our comments should not
be viewed as being simply in relation to the question posed given the connectivity of
matters across CONC 3. As such, our responses should be read and considered in
the round.
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Executive Summary

1.

UK Finance members strongly support the FCA’s objective to simplify the CONC 3
regime and move away from overly prescriptive requirements. A more flexible,
outcomes-based framework, aligned to the Consumer Duty, will be more suited to
modern customer journeys, particularly across digital and space-constrained
channels where the existing rules often impede clear and effective communication.

In the round, members consider that the existing obligations placed on firms by the
Consumer Duty provide a robust overarching framework to deliver good consumer
outcomes, alongside the requirement that communications be “clear, fair and not
misleading.” However, to ensure that there is consistency across the market,
members emphasised that there is a need for clear, high-level guidance from the
FCA, as well as illustrative examples to showcase how requirements are applied in
practice and how firms can evidence consumer understanding.

Increased flexibility for firms is essential to allowing them to tailor their
communications to different products, channels and customer needs. However, there
is an acknowledgement that appropriate, non-prescriptive guidance will be needed to
ensure that comparability remains a key feature of the market, allowing customers to
shop around.

UK Finance members support the increased use of layered disclosures, where
appropriate, throughout the customer journey, allowing for key information to be
presented at the most effective point within the journey. Such an approach is viewed
as being more reflective of the way in which consumers engage with financial
promotions today and can improve understanding without overloading the initial
communications with information. However, some members cautioned that excessive
layering or additional disclosures may lead to an increase in complexity, particularly
in space constrained environments, as well as for vulnerable customers.

While there is strong alignment on the need for reform, there is a divergence in
opinion in certain areas. This is most notable on the future of the trigger framework
for Representative APR and the extent to which prescriptive requirements should be
retained to support consistency and comparability.

Members are broadly supportive of retaining Representative APR as a recognised
and consistent comparator across products, while allowing firms the flexibility to use
additional cost disclosures where they improve consumer understanding. However,
members did express that the effectiveness of additional cost disclosures varies by
product type, with particular challenges for running-account credit where costs are
dependent on customer behaviour.

There is strong support for removing outdated or duplicative provisions and reducing
reliance on rigid disclosure requirements, particularly where these contribute to
information overload or are poorly suited to modern channels. At the same time,
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members emphasise the importance of ensuring that any revised framework
continues to support clear, timely and decision-useful information for all consumers,
including those in vulnerable circumstances.

Overall, UK Finance members welcome the direction of travel and the opportunity to
move toward a more flexible, outcomes-focused regime, while emphasising the need
for clarity from the FCA to ensure that reforms deliver improved consumer
understanding alongside consistency and comparability across the market.

Overarching Comments

9.

10.

11.

12.

13.

UK Finance members support meaningful reform of the CONC 3 regime that
improves customer understanding while giving firms the flexibility to effectively
communicate with their customers. There was an emphasis from members that while
rules are intended to be channel-agnostic, the overly prescriptive prominence
requirements and standalone compliance obligations can limit this in practice,
especially in digital and space-constrained environments. Members would value
clarity from the FCA that clearly articulates that the proposed flexibility will ensure
that regulations are truly channel-agnostic going forward.

Members stressed that the revised framework must recognise that material
differences between products in the credit market exist, noting that a standardised
approach to disclosure requirements is not always appropriate, nor does it lead to
good consumer outcomes. For example, running-account products and highly
personalised lending, such as that offered by private banks, often involve pricing
structures that are based on customer behaviour or bespoke arrangements. In such
scenarios, standardised metrics often fail to provide meaningful or decision-useful
information.

In this context, members emphasised that firms are best placed to understand their
customers, drawing on data and insight available to them to tailor communications in
ways that support customers to make informed decisions. A more outcomes-based
regime should recognise this, allowing firms to apply their understanding in the
design of customer journeys, providing that communications remain “clear, fair and
not misleading,” and are demonstrably supporting good consumer outcomes.

Members also highlighted the importance of consistency and comparability across
the market, especially where customers are comparing products across firms and
channels. As such, while increased flexibility is welcome, members would value clear
FCA guidance and illustrative examples on the presentation, sequencing and
evidencing of disclosures under a principles-based framework.

Members also placed significant emphasis on the consideration of vulnerable
customers, noting that increased flexibility must not result in disclosures that are
harder to access, understand or act upon. Clear expectations on timing, prominence
and evidencing of consumer understanding would support firms in ensuring that
communications remain effective for all customers.
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14.

Finally, members noted that the CONC 3 review is not occurring in isolation, rather it
is taking place alongside broader regulatory and legislative developments. In
particular, the interaction between CONC 3 and the Digital Markets, Competition and
Consumers Act (DMCCA) is of growing relevance, and industry would greatly benefit
from clarity from the FCA on how the overlap in these frameworks will be interpreted
and work in practice. Equally, members highlighted that the CONC 3 review and
reform must be considered alongside the ongoing reform of the Consumer Credit Act
(CCA), with careful attention to sequencing needed, to ensure a coherent and
efficient implementation of changes.

Consultation Questions

Question 1) Do you agree with our proposal to remove the guidance in CONC
3.3.10G(1) to (5) and to move the guidance in CONC 3.3.10G(6) to (8) relating to
debt solutions to CONC 3.9?

15.

16.

17.

18.

19.

UK Finance members are generally supportive of the proposal to remove CONC
3.3.10G(1)-(5) and fully supportive of the proposal to relocate CONC3.3.10G(6)-(8) to
CONC 3.9.

On the proposal to remove CONC 3.3.10G(1)-(5), most members were consistently
aligned in the view that the existing guidance is now duplicative, with equivalent
outcomes delivered by the Consumer Duty, as well as the overarching need to
ensure that their customer communications are “clear, fair and not misleading.”
Members welcomed the move away from overly prescriptive rules, through there was
an acceptance that a reduction in prescription will require strong internal governance
standards, as well as evidence that firms are ensuring that their communications are
“clear, fair and not misleading,” and are promoting good consumer understanding.

However, some members did express some caution around the removal of these
provisions. They noted that some business areas saw value in having clear
examples, against which firms could benchmark, and that were removal to go ahead,
equivalent high-level guidance would be welcome.

There was unanimous support amongst UK Finance members that the relocation of
CONC 3.310G(6)-(8) to CONC 3.9 would improve the thematic coherence of the
guidance, making it easier for both consumers and supervisors to locate the relevant
debt-support guidance. The proposal is viewed as a highly positive change. As part
of the wider review, it was argued that the FCA could consider reviewing CONC
3.9.4G, as well as 3.9, with this guidance being related to a specific Insolvency
Service publication, In Debt: Dealing with r creditors. This was last updated in
2012 and has largely been replaced with other guidance on the Service’s website. It
was noted that CONC 3.9.3R (8) will continue to signpost to relevant not-for-profit
bodies, making 3.9.4G redundant.

There was strong consensus around support for the proposed changes, with firms
pointing to the existing Consumer Duty and “clear, fair and not misleading”
obligations, which provide a sufficient framework, supported by strong internal
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governance, controls and monitoring to ensure that firm’s judgement was sound and
didn’t create market inconsistencies. Secondly, it was noted that vulnerable
customers may need additional consideration under a less prescriptive framework, as
they may find it difficult to engage with and understand debt solution and signposting
communications. As such, while a majority supports the proposals, a minority
emphasised that the existing examples provide useful conduct benchmarks. Where
these are removed, some members see value in high-level guidance or illustrative
examples, rather than new rules, which will support consistent interpretations under
the Consumer Duty, rather than creating any new expectations on firms, beyond
existing obligations and the “clear, fair and not misleading” requirement.

Question 2) Do you agree with our proposed amendment to CONC 3.5.11R?

20.

21.

22.

Most of the respondent members do not take security on products and as such the
proposed amendment will have no impact on them. Members confirmed that they are
generally supportive of simplification and view this amendment as striking the right
balance between flexibility and maintaining consumer understanding, saying that the
Consumer Duty will ensure that there are no regulatory gaps. The proposed
distinction between products where a guarantor, or a form of security, is integral to
the product design, and where security may be required dependent on a customer’s
circumstances, was welcomed and seen as sensible, reducing unnecessary, non-
applicable blanket statements.

It was noted that where security or a guarantor may apply, dependent on the
customer’s circumstances, firms may need to review templates and customer journey
content to ensure that disclosures are accurate, not over-inclusive, and remain
sufficiently prominent where security is integral to the product design. Members
would welcome clear guidance from the FCA as to when these may be necessary
across products and journeys, and how prominence should be assessed in practice.

Some members were keen to emphasise that while a reduction in prescriptiveness is
very welcome, there must be a clear articulation of what is expected of firms, to
ensure that there is consistency across the industry. This is seen as especially
important for vulnerable customers, where disclosures appearing at different points
within the journey must remain timely, visible and understandable, and therefore
support decision-making.

Question 3) Do you agree with our proposal to remove CONC 3.5.12R?

23.

There was broad support amongst UK Finance members for the removal of CONC
3.5.12R, in principle. There was consensus amongst members that the provision is
overly prescriptive and misaligned with the outcomes-focus of a Consumer Duty-led
framework. Members view the proposed removal as being a key enabler of clearer,
more flexible communications, being especially important for short-form and digital
channels. There was a view that firms existing compliance to the Consumer Duty and
the “clear, fair and not misleading” obligations, will ensure that there is no regulatory
gap created by its removal.
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24. However, the above support was qualified. Some members noted that the removal of
the current restrictions would increase firms’ reliance on judgement and governance
in determining whether wording and framing supports customer understanding and
avoid foreseeable harm. Caution was expressed around risk regarding firms’
behaviour and the potential to not consider or identify poor practice. For example,
members highlighted the potential for bad actors to make a product appear cheaper
than it is, using weekly equivalents where weekly payments are not provided for
under the agreement. In regard to CONC 3.5.12(2), which covers the issue of
payment frequencies, a minority of members supported retaining this provision, given
that it would be a clear preventative to the issue raised above.

25. There is a risk that presenting information in a certain way could influence or nudge
decisions that are not well understood, and lead to significant consumer detriment.
Members are keen to see additional high-level guidance from the FCA, as to how the
Consumer Duty requirements will work in practice to ensure there is consistency
across the market and alongside this high-level, non-prescriptive guidance. It is
believed that the risks can be effectively managed through the existing Consumer
Duty framework, with these additions, without there needing to be additional
prescriptive regulatory requirements introduced.

Question 4) Do you have information or data you can share about the extent to
which regulated credit agreements secured on land are used in the market?

26. Regulated credit agreements secured on land is a highly niche market, with cases of
it being extremely rare. Most UK Finance members do not offer such lending, so we
have no data to input.

Question 5) Do you agree with our proposal to remove CONC 3.6 from the
Handbook?

27. As per our response to the above question, most UK Finance members do not offer
lending secured on land, with one noting that such lending is largely covered by the
regulated mortgages regime. As such, there were no concerns with this proposal.

Question 6) Do you agree with our proposals to remove the provisions in the
table above from CONC 3, and rely on the Duty? [Table 3.24]

28. There was generally strong support from UK Finance members for the removal of the
listed provisions. Member responses consistently voiced that the provisions were
highly duplicative of existing Consumer Duty requirements, with the retention of
CONC 3.3.1R(1), alongside the Duty, and additional high-level guidance to ensure
consistency across industry, being sufficient to cover the listed provisions. Members
welcomed the resulting simplification, and subject to the above did not see any loss
in consumer protections occurring. Some members cautioned that proposals may
impact different market segments differently, noting that there are some, such as
private banking, that use much more tailored communications than mass-market
offerings.
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29. However, some members were keen to emphasise that while the removals are
welcome, the proposals do not go far enough in addressing some of the critical
issues that industry faces regarding Representative APR and Representative
Examples. Namely, they viewed rigid prominence rules, mandating a one-size-fits-all
approach, as being a significant block to moving towards an outcomes-based
approach under the Consumer Duty. The current approach to prominence is of
particular concern in promotions in digital and space-constrained channels, often
failing to acknowledge how consumers interact with promotions, failing to enhance
understanding and an overfocus on tick-box compliance. It was highlighted that
under the Consumer Duty, there is no definition of ‘prominent,” but the guidance
found in PRIN 2A.5.7G(3) does set out how it is achievable. They emphasised that
greater flexibility is critical to ensuring communications are effective, clear and
aligned with real-world customer behaviour, while continuing to deliver appropriate
customer protection.

30. As with previous responses to questions, members recognised that there will be
additional reliance on the judgement of firms to determine what is sufficiently clear,
prominent and supportive of consumer understanding. There is concern around the
risk of divergence across the industry, which could lead to losses in comparability
and create uncertainty for firms. As such, some members were keen to see guidance
that provided clear expectations on what examples, Ml and data will be necessary
under an outcomes-focused framework.

31. Members would also welcome clarity from the FCA as to whether any other of the
provisions contained within CONC 3 will require consequential amendments, in light
of the proposals, to ensure consistency across the overall framework.

Question 7) Do you agree with our proposals to remove the provisions in the
table above? [Table 3.26]

32. There is strong majority support for the removal of these provisions. Members viewed
the provisions as being legacy signposting, which served little practical value in
CONC 3. Certain of these members, while viewing the removals as being
proportionate, expressed some concern that it may lead to certain signposting being
forgotten, seeing the need for strong internal governance to avoid such a scenario.

33. However, there was also a minority view expressed that CONC 3.3.9G should be
retained, either in CONC or the Consumer Duty, with the provision giving firms useful
guidance on the use of premium rate numbers.

Question 8) Do stakeholders agree with our proposals in respect of
implementation and transitional periods?

34. We received mixed views from members on the proposed implementation period.
Such views can be divided into those focusing on the implementation of the Chapter
3 proposals, and those that went further, and outlined views on a potential
implementation period for the wider proposals discussed in Chapter 4. Both are
expanded on below.
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35.

36.

Given the scope of the Chapter 3 proposals, that is to remove and simplify existing
requirements, members do not view the proposed 3-month implementation window
as being of particular concern, so long as there are no amendments required for
existing promotions. There is an assumption amongst members that the proposed
removals will not make any existing promotions non-compliant, and industry would
like early, explicit confirmation from the FCA on this. Considering this, UK Finance
members view the proposed 3-month implementation window as sufficient for the
changes outlined in Chapter 3 of the Consultation Paper. Were there to be an
expansion of scope of the proposed changes, a reconsideration would be necessary.

While we recognise that any changes to CONC outlined in Chapter 4 of the Paper,
rules on cost disclosures, are out of scope of the proposed implementation window,
UK Finance members were keen to provide some detail on what they would consider
to be needed for a future implementation window dealing with this. Given the
complexity of any changes to cost disclosure rules, both internal and external,
members viewed a 6-month implementation window as being the minimum
requirement, with some viewing a window of up to 18-months being necessary. While
we will not go into too much detail given this is out of scope at present, we would be
happy to share further feedback in due course.

Question 9) Are the 3 triggers as set out in CONC 3.5.7R appropriate or should
they be changed and removed entirely?

37.

38.

39.

40.

UK Finance members were in broad agreement that the existing trigger framework is
outdated and problematic, with issues for digital, space-constrained formats being
particularly acute. There was a strong view that the existing triggers largely lead to
tick-box compliance, with the incentive and comparison triggers often leading to
ambiguity, as firms want to avoid the risk of using language that could be construed
as being an incentive or encouraging comparison. Members emphasised that the
existing approach does little to improve customer understanding.

However, despite the strong alignment on the outdated and problematic nature of the
existing triggers, there was mixed opinion amongst members as to whether the
triggers should be removed entirely, or retained and reformed. Both views are
discussed in greater detail below.

A majority of members are in favour of the removal of the triggers and their
replacement with an alternative framework, that is a clearer, principles-based regime.
Members believed that moving away from the existing tick-box compliance trigger
framework to a principles-based framework would provide firms the necessary
flexibility to tailor their promotions to modern day communication channels,
recognising the way in which consumers interact with promotions, and yield more
informed consumer decision-making and outcomes. The present approach is viewed
as being too prescriptive, often creating communications that are overly cluttered or
technical, weakening comprehension and running counter to the Consumer Duty.

Other key concerns that members noted are that:

1
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41.

42.

43.

44,

a. The incentive and comparison triggers can be unclear in scope and
application, creating interpretive uncertainty and inconsistent outcomes
across firms.

b. Communications are often structured to avoid triggering requirements, rather
than optimising clarity and usefulness of information.

c. Standalone compliance requirement leads to repeated inclusion of APR
disclosures across channels and stages of the journey, contributing to
information overload, particularly in early-stage or space-constrained
environments.

d. The current approach is difficult to apply proportionately across digital
channels, where disclosures are more effectively delivered through layering
across the customer journey.

Those members that are in favour of a full removal of the triggers acknowledged that
there would need to be clear examples in place to ensure consistency across the
industry as to how and when there would need to be cost disclosures. Moving away
from the existing triggers to a simpler principles-based approach could ensure that:

e. A Representative APR is displayed upfront where needed to aid comparison,
such as PCWs or product landing pages.

f. The Representative APR is still displayed prior to application, unless a
personalised or pre-approved rate has been shown. This would be better
suited later in the journey.

Clear regulatory guidance and strong internal policies will be necessary in case of
removal.

However, there is a significant minority view amongst members that is in favour of
retaining the existing triggers, subject to significant reform to ensure they are better
suited to modern day channels. These members stressed that the consistency of
APR presentations, transparency, comparability and its strong counteractive role
against selective or misleading product promotions ensured that the triggers are an
important cornerstone for the market. It was also noted that vulnerable customers
may be particularly impacted by the removal of the triggers, given the potential risk of
over-divergence amongst firms, which may make it harder for such customers to
effectively engage with information presented. These members emphasised that
comparability is the major reason for their support of retention.

However, those members in favour of retention recognised that the triggers are
problematic and in urgent need of modernisation if they are to be retained, without
which, key pain points for industry as outlined will remain, which has knock-on
impacts for consumers.

Whilst member opinion is split on the question of removal or reform, there is a clear
consensus that the existing framework can often run counter to the Consumer Duty’s
overarching focus of supporting effective consumer understanding. Moving away
from tick-box compliance to an outcomes-focus is the main goal of members.

12
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Question 10) If the triggers are removed, would the Duty’s principles-based good
consumer outcomes-led approach to disclosing APR (or alternative cost
information) suffice?

45.

46.

47.

48.

Amongst UK Finance members, there was general agreement, notwithstanding
whether they were supportive of removal or not, that the Consumer Duty in principle
is sufficient but that in practice it will need to be supplemented with high-level
guidance and examples from the FCA, to form effective guardrails. Concerns were
raised around the need to ensure consistency across the market. However, members
were keen to emphasise that this guidance should be high-level only and do not see
the need for there to be prescribed rules that firms must follow, given that this would
run counter to the overarching goal of the review and eventual reform, which is to
simplify the disclosure regime and make it work better for consumers and industry.

Some members provided examples of what they would want from the FCA regarding
this guidance, namely:

a. Clarity around the overall expectations.
b. Defined scenarios where disclosures would be expected.
c. lllustrative examples.

Providing the above on a product-by-product basis would also ensure that the
required flexibility across products is present, while ensuring that there is a level of
consistency across the industry.

Members would also value guidance from the FCA around the evidencing of
consumer understanding, which would include greater clarity on MI, data and
monitoring expectations under the new regime. This will give firms the certainty
needed to support the monitoring and evidencing of consumer understanding.

UK Finance members support the FCA’s desire to move to a more outcomes-based
regime, that gives them the flexibility to tailor their communications. However, they
see value in the FCA providing clear expectations for firms, ensuring that there is a
baseline level in consistency of approach across the industry. Firms do not see there
being a need for any additional prescription, as this would run counter to the goals of
reform.

Question 11) Do you have evidence that using alternative cost disclosures would
increase competition and supply of higher cost credit?

49.

UK Finance members were unable to provide empirical evidence that using
alternative cost disclosures would lead to a direct increase in the supply of higher
cost credit. It was noted that changes to stimulate competition in this sector would
likely lead to increases in supply of such credit. However, members were able to
confirm some of the key issues caused by Representative APR regarding short-term,
high-cost credit, which are explored further below. Some members were keen to
caution that alternative cost disclosures may further distort the cost of credit for these
products and may further mislead customers. As such, a significant amount of care
will be required if alternative disclosures are to be implemented for these products.

13
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50.

51.

52.

There was significant agreement amongst members that APR is a poor metric for
short-term, fee-heavy credit, with it being highly distortive of the cost, often serving as
a disincentive to applying for customers. Given this, members were supportive of
exploring alternatives, especially for products where the value is derived from fees,
rewards or associated benefits, such as private banking products, which are often
one factor in a broader value proposition, with APR not being overly meaningful.
Supportive members called for there to be thorough testing.

Some members were keen to highlight that the Paper appears overly focused on
fixed-sum lending, for which a ‘pounds and pence’ approach may be appropriate.
However, these members stressed that running-account products would not benefit
from such an alternative disclosure and would be at risk of further distortion, given
that costs are heavily dependent on customer behaviour. As such, some alternative
disclosures are therefore lacking in meaning to how customers use the product and
therefore potentially misleading.

However, members were agreed that despite the distortive nature of Representative
APR and the issues that this causes, it would have to remain to continue serving as a
consistent metric for customers to use. There was a view that additional explanations
may be better suited than alternative disclosures, though for space constrained
environments these would not likely be feasible. Therefore, layering is viewed as a
means by which additional explanations or disclosures can be given, without
overloading a sole communication and would likely lead to enhanced consumer
understanding.

Question 12) Do you have any suggestions on alternatives to APR?

53.

54.

55.

There was a strong majority view that there is no obvious alternative to APR, given
that the metric is well known, if not well understood. As such, a strong majority of
members support the retention of APR, to serve as a tool of comparison,
supplemented by alternative cost disclosures, where appropriate, which are more
intuitive and help consumers better understand the cost of credit. Retaining APR will
ensure that there is consistency across the market, with it serving as a metric for
quick and easy comparison, with the supplementary disclosures providing value
through contextual examples for customers. Members acknowledged the research
published alongside the Consultation Paper indicated that consumers value
illustrative examples and that these can enhance understanding.

A majority of respondents felt that if APR is retained as the baseline comparator, then
firms should be given the flexibility to determine what alternatives they wish to use to
best serve their customers. They emphasised that they are best placed to
understand their customers, given the wealth of data they collect and analyse on
them. They also acknowledged that strong internal governance and oversight will be
essential to the delivery of good customer outcomes.

A minority of members support replacing APR entirely with alternative metrics,
particularly for fee-based or reward products. One alternative suggested was fee plus
interest.

14
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Question 13) If firms are permitted to use alternative cost disclosures to APRs,
how might this impact on consumer’s ability to compare products and shop
around?

56.

57.

58.

UK Finance members were strongly aligned that the maintenance of comparability is
essential, ensuring that customers can continue to shop around between various
products. Critical to the maintaining of comparability will be consistency across the
industry, with particular concerns raised around PCWs and aggregator channels,
where firms often lack control over how information is presented. It was argued that
the proposal outlined by the FCA in the Consultation Paper may have an adverse
impact on customers’ ability to shop around, with it reducing the ability of customers
to make quick comparisons, given overly complex and/or inconsistent approaches
across industry. As such, members contended that clear guidance and examples
from the FCA would be necessary to ensure that there is accountability around fair
presentation, consistency and monitoring across the distribution chain.

Some members acknowledged that a ‘Plain English’ approach could support
comparison in certain cases, enhancing understanding more effectively than
technical acronyms in isolation. It was raised that comparability is not dependent on
APR or understanding it, rather it is the consistency in the way information is
presented across the market.

Members are highly cognisant of the evolving nature of customer behaviour and how
technological shifts are facilitating these changes. Because of these changes,
members highlighted that aggregators now do much of the comparative work, with
soft quotes offering significantly more personalised rates to customers, leading to a
reduction in reliance on the sole APR metric. Given this, members would welcome a
greater focus on the use of layering throughout the customer journey, ensuring that
customers are given the relevant information at the right moment in the journey, with
a baseline level of standardisation across the industry. Examples of good practice
would be useful, especially in supporting vulnerable customers and the less
financially savvy.

Question 14) What are your views on retaining mandatory Representative APR
disclosure, while allowing flexibility for additional cost of credit disclosures
alongside it?

59.

There was near overwhelming support amongst UK Finance members that
Representative APR should be maintained, to serve as a standardised cost
comparator across the industry, being supplemented, where appropriate and
supportive of consumer understanding, by additional cost disclosures. While
members acknowledged some of the key issues with APR, notably that it is not
generally understood, by customers, members agreed that it has significant value in
being simply known and used as a quick tool for customers to use in comparing
products, determine the lowest cost of credit and as a consistent benchmark. As
such, and in light of a lack of proposed alternatives, most members support the
retention of Representative APR to serve as a tool of comparison.
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60.

61.

62.

63.

64.

While supportive of the retention of mandatory Representative APR, members
welcome the proposed flexibility for additional cost disclosures to be used, to provide
additional context and practical examples of the cost of credit. Members pointed to
the research, such as that done by Plain Numbers, which confirmed the value of
such a hybrid approach to disclosures. However, members did caution that many
additional disclosures are ill-suited to constrained channels. Given this, members
argue that a layered approach to additional cost disclosures would be the most
effective approach, providing information at suitable times within the journey to
promote consumer understanding. A layered approach is far more representative of
modern communication channels and the ways in which customers interact with
promotions.

A potential example of such an approach would include the Representative APR
being provided upfront, with signposting used alongside to point customers to more
detailed information and a breakdown of cost of credit using an alternative cost
disclosure. This would allow customers to quickly compare and determine the
product most suitable for them, before having access to greater information. This
would avoid overloading the customer in the initial communication, while ensuring a
greater level of comprehension and understanding overall.

Members would expect the FCA to provide some high-level examples of how and
when alternative cost disclosures could be used within the journey. Alongside
consumer testing, done by firms, this will ensure that customer understanding is
evidenced. However, alternative disclosures should not be prescribed, they should be
optional and additive, with firms able to use their judgement and understanding of
their customers to determine actual use. Practical examples, the Consumer Duty,

and the “clear, fair and not misleading” requirement, is seen as sufficient.

There was a small minority view that additional cost disclosures alongside
Representative APR, may cause some confusion, and care must be taken to ensure
that this is not the case, and that they are used in such a way that is evidenced to
show improved customer understanding.

Some members called for APR to be fully replaced by an alternative, given that it is
not understood by customers.

Question 15) What are your views on removing the requirement to display a
Representative APR without prescribing an alternative cost metric, and instead
allowing firms flexibility to provide the cost information they consider best
supports their consumers understanding?

65.

The majority of respondent members are opposed to the notion of no prescribed
alternative cost metric, were Representative APR to be removed. As noted above,
these members agree that there must be a consistent approach across the market,
with a universal cost metric used to ensure that there is a tool of comparison
available to consumers. Members expressed concern around the potential for
misconduct, arguing that firms may choose to use certain metrics that are improperly
favourable to their product, which would negatively impact on consumers ability to
make informed decisions. As the research shows, the lack of a baseline standardised
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metric across the industry would weaken the ability of consumers to engage with and
understand different products, which would have knock-on negative effects for
consumer understanding.

66. However, there was a small minority view that did support the removal of
Representative APRs, without the need for there to be a prescribed alternative.
These members accepted that clear high-level guidance would be necessary to
outline the minimum level of disclosure expectation from the FCA, with this
supporting a Consumer Duty-led approach, focusing on outcomes. They viewed the
prescriptive framework and prominence requirements needed for mandatory
Representative APR as being highly unsuited to modern journeys and the requisite
flexibility, through a reduction in prescription was necessary.

Question 16) What are your views on maintaining the current approach under
which the Representative APR is the sole prescribed cost metric?

67. There is a clear consensus amongst UK Finance members that the current approach,
with Representative APR as the sole prescribed cost metric, is ill-suited to modern
channels and the needs of consumers. If the existing framework were to be
maintained, the flexibility that is a critical underpinning of modern consumer
understanding, would not be possible.

68. As we have outlined throughout our response to the Paper, a majority of members
support the retention of Representative APR as a baseline, standardised cost metric,
that gives consumers a comparative tool. However, they acknowledged that there is
significant value add to utilising additional cost disclosures, where appropriate, that
helps support understanding.

69. Supplementary disclosures, such as monetary examples or contextual cost
information, offers customers more meaningful and intuitive insights into the cost of
credit. Short-term and fee-based credit are some products where APR is less
representative of the true cost, and as such alternative cost disclosures may be
better suited for the promotion of such products. Any supplementary cost disclosures
must be decision-usable and clear examples of what the FCA would consider to be
good practice in their usage would be highly useful. As noted elsewhere, signposting
and layering will also play a crucial role, if the benefits of modern communication
channels are to be fully realised through reform.

70. However, some members were keen to highlight that there are risks associated with
supplementary cost disclosures, notably the existing issues around prominence
being a major concern. Equally, they argued that while layering may reduce
information overload, they cautioned that additional disclosures delivered through a
layered approach may create too much extra complexity, running counter to the
desired outcomes of reform. As such, care will be needed to ensure that any
framework is clear and allows for the requisite simplification.
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Question 17) If our rules enabled firms to present alternative cost disclosures to
APRs, which products would benefit from these alternatives and how should the
criteria be defined (for example, based on interest rate or length of term)? Are
there any products that might see disbenefits, and how might providers of credit
products respond to these cases?

71.

72.

There was a view amongst some UK Finance members that targeted, product
specific flexibility may benefit certain product types, that are unsuited to APRs as the
cost metric. These members emphasised that APR is highly distorted for products
that are predicated on rewards, are short-term and/or fee-heavy, which often causes
significant confusion for customers. Equally, those products which are priced on a
much more personal basis, such as those offered by private banks, could benefit
from a much more flexible approach, that prioritises layering, rather than
standardised approaches to disclosures.

As we have noted throughout, there was significant support amongst members that a
hybrid approach, the retention of Representative APR as the core baseline metric,
supplemented with additional disclosures, where appropriate, could alleviate some of
the issues that are inherent for the above products when relying solely on APR.
Members call for the FCA to provide clarity on what forms of alternative disclosures
would be acceptable under such a framework. Clear expectations will ensure that the
shift to greater flexibility supports enhanced consumer understanding and
comparability, while mitigating the potential for unintended consequences.

Question 18) Should ‘Representative examples’ continue to be required in
financial promotions based on the current triggers, or at all?

73.

74.

75.

There is strong majority support amongst members for the removal of the mandatory
Representative Examples. There was consistent confirmation that Representative
Examples are very poorly understood, operationally burdensome and are highly
unsuited to modern digital journeys. Members highlighted that the mandated
inclusion of the Examples often leads to information overloads, reducing the clarity of
the products that are offered.

A major issue with the existing Representative Examples is the £1200 limit. Members
stressed that the limit is highly problematic, adding nothing to aid consumer
understanding and in many cases making it appear as though this is the maximum
amount of credit available to a customer. Given the increased prevalence and
sophistication of personalised pricing through dynamic calculators, the £1200 limit
specifically, and the Examples more broadly, are redundant in a modern, digital age.

As we alluded to in our Overarching Comments, there is particular importance
around aligning changes with the ongoing reform of the CCA regarding this limit. The
existing £1200 assumption is at present embedded within the CCA’s pre-contractual
credit information requirements and broader disclosure framework. Given that HM
Treasury’s Policy Statement on CCA reform confirmed that most of the information
provisions will be repealed from legislation and recast into FCA rules, any changes
made in advance of the wider reform risks inconsistencies in customer disclosures,
potentially fragmenting journeys and making them more confusing. Members stress
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76.

the need for careful coordination with CCA reform to ensure consistency and
coherence across the relevant requirements.

Were the Examples to be removed, members want to see a more digital-focused
replacement, that recognises the way in which consumers engage with financial
promotions and products. A clear replacement framework would support customers
by providing decision-usable disclosures. While beyond the scope of this Paper, we
would be happy to discuss potential alternatives with the FCA.

Question 19) What is your view as to whether the current 51% threshold for
presenting the Representative APR is appropriate, and do you have any views on
the alternative options stated or other suggestions?

77.

78.

79.

80.

81.

UK Finance members are broadly aligned that the current 51% threshold does little to
support consumer understanding or aid meaningful comparisons. Members pointed
to the mismatch in the advertised Representative APR and the rate that a customer
receives, which often leads to confusion, disappointment and a reduction in trust on
behalf of the customer. However, there is also a consistent view that threshold reform
alone, such as moving to 66%, will do little to address the underlying issue of
consumer comprehension and may lead to unintended consequences, including
impacting upon access to credit and risk-based pricing models.

Members emphasised that the threshold-based approach is increasingly out-of-step
with modern lending practices, with customers often able to access personalised
pricing for their products, with real-time or pre-application indications of the rate they
will receive given during the journey. As such, the Representative APR figure
increasingly serves as an upfront metric for consumers, rather than being a tool
through which a customer will more thoroughly engage with the product or its terms.

Rather than adjusting thresholds, members are supportive of reforms that put much
greater emphasis on increasing transparency and consumer-relevant approaches.
This could include much clearer communication of the rate available to a customer,
using personalised, dynamic tools, as well as layering of information to avoid
information being overloaded and overlooked. Members also argued that a
standardised approach to calculating the Representative APR is essential, ensuring
that there is consistency in approach and supporting comparability across the
industry.

Threshold reform in isolation will do little to alleviate the problems associated with the
threshold-based approach, as there will always be a significant number of customers
at risk of significant disappointment. Instead, reform should focus on transparency,
supporting risk-based pricing, digital delivery and consumer understanding, while
maintaining consistency to support comparisons.

We note that in the Discussion Paper the FCA sets out four potential policy options,
members did not view these proposals in an overly positive light. Indeed, members
raised that each of the four would likely have its own issues, not too dissimilar, to the
existing issues with the 51% threshold, while also having potential issues around
competition. As we have highlighted, the sophistication of personalised disclosures
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has made the threshold approach outdated. Reform should focus on improving the
existing frameworks transparency, while allowing firms to use personalised, dynamic
tools more widely.

Question 20) Would providing guidance encourage firms to fully explain the
Representative APR be helpful?

82.

83.

84.

UK Finance members see some value in providing an explanation of Representative
APR; however, they cautioned that were it not designed to align with and be reflective
of customer behaviour, it would likely be ignored and its impact minimal. Were the
FCA to adopt such an approach, clarity on how and when explanations are needed
would be of value.

There was a view amongst some members that additional cost disclosures can
adequately convey the cost of credit and thus contextualise the Representative APR.
Given this, additional explanations that detail what the Representative APR is but do
not provide practical demonstration of the cost of credit, would be unnecessary, as it
is the cost of credit that is most important to the customer, not understanding the
definition of APR.

In the event of either of the above, given the space-constrained nature of modern
channels, additional explanations or disclosures would benefit from a layered
approach, allowing customers the time and space to fully digest the additional
information. Expectations on sequencing, prominence and testing would be useful in
aiding firms in their building of such journeys, particularly in light of vulnerable
customers.

Question 21) Do you agree that the term ‘representative’ can be omitted when
the firm only offers a single APR in respect of the financial promotion?

85.

86.

87.

There is strong support amongst UK Finance members that the ‘Representative’ term
can be omitted where there is a sole APR. In these cases, the Representative label is
seen as inaccurate and causes confusion. If it is certain that the customer will receive
a given rate, it should be described as simply and straightforwardly as possible.
Potential alternatives suggested included ‘actual APR, ‘your APR,” and ‘APR.’
Removing the Representative term will also allow for communications to be further
simplified.

Some members expressed concern around the use of the term “your APR,” or
similar, as this could imply a guaranteed rate. Such members would prefer to use
neutral terminology, such as simply “APR.”

Some members cautioned against removing the Representative term in any
scenario, arguing that it would have little practical benefit, given the low levels of
understanding and that it is recognisable to customers.
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Question 22) Do stakeholders have views as to an alternative term to
‘representative’ when denoting the APR?

88. UK Finance members are supportive of a move to plain factual terminology to
describe the APR, where this is appropriate for personalised rates. There was no
support amongst members for a return to the ‘Typical’ label, with members seeing
this as having the same issues associated with Representative at present. The
overarching issue is not the terminology used to describe the APR, rather it is that
customers do not understand APR itself.

89. Members wish for the Representative APR to be maintained to support customer
comparability across products. As such, outside of scenarios where a rate is
personalised or guaranteed, in which case a plain, factual word should be used,
Representative should remain the descriptor.

Question 23) Do you have any views on the cost benefit analysis?

90. UK Finance members are very supportive of the direction of travel that the FCA has
outlined in the Consultation Paper and welcome the proposed simplification of CONC
3. Considering the simplification of CONC 3, through the removal of duplicate
provisions as set out in Chapter 3 of the Consultation Paper, members view the Cost
Benefit Analysis as being a fair reflection of likely costs, given the limited scope of the
proposals. Members understand the proposals to be purely the removal of those
duplicate provisions, and not as requiring any changes to existing marketing
materials.

91. However, there was some concern that the Cost Benefit Analysis overstates the
savings that could be made through simplification, noting that moving to evidencing
outcomes across channels and brands would be significant.

92. Some members were keen to emphasise that were there to be a change in scope of
the Consultation Paper proposals, then there would need to be a reconsideration of
the costs and benefits as outlined in the Cost Benefit Analysis.

93. Members acknowledge that the Discussion Paper is not yet being consulted on and
changes will not be forthcoming until a formal consultation is carried out on these
questions. However, m

94. embers stressed that such changes will be complex and expensive, and this must be
recognised in a future Cost Benefit Analysis.

21



