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The real cost of Christmas

Up to 100,000 families crippled with £82 million loan shark debt

Up to 100,000 of the UK’s poorest families will spend 2010 crippled with a combined debt of around £82 million after borrowing money from loan sharks to pay for Christmas 2009, according to a new report commissioned by Circle Anglia – one of the UK’s leading providers of affordable housing. 
The Real Cost of Christmas report, which was authored by think tank the Financial Inclusion Centre, found that an estimated £29 million in illegal doorstep loans were taken out over the holiday season, making it the worst Christmas in a generation for this type of borrowing.  

Circle Anglia commissioned the research to highlight the issue after noticing an increase in the number of its residents being targeted by loan sharks, and has launched a campaign to raise awareness among residents, who find themselves in financial difficulty. 

Evidence shows that on average people borrowed nearly £300 from loan sharks to cover the cost of Christmas, but with exorbitant interest rates averaging a whopping 825 per cent (some rates can reach as high as 1,500 per cent), they will pay back over £800. The average loan repayment period is a year, meaning that a large number of Britain’s poorest households will still be paying off their debt in Christmas 2010. 
The report also found that illegal loan shark activity is on the up in the UK. Over the last three years the estimated use of loan sharks increased from 165,000 to over 200,000 households per annum – a 22 per cent rise. As the recession continues to bite, loan sharks have moved in with loans from illegal doorstep lenders at Christmas time accounting for up to half of all loans borrowed from loan sharks in 2009. 
Andy Doylend, Executive Director of Operations at Circle Anglia, said: “These figures are very concerning and demonstrate the scale of illegal lending across the UK.  We hope that by turning the spotlight on loan shark activity we can help more people to seek help and get sound financial advice. A simple step such as borrowing from a credit union or a community finance organisation instead of a loan shark could have saved the typical low income household £500 in debt repayments – more than enough to fund the whole of Christmas 2010 as well. ”
 “The challenge in 2010, for all of us in the housing sector, is to make sure that we reach out to our residents to make them aware of the availability and accessibility of affordable finance and to help them manage their finances better.”

Consumer Minister Kevin Brennan said: "The Government has created specialist Trading Standards illegal money lending teams around the country so that they can come down hard on loan sharks. The teams have helped more than 10,000 victims and written off more than £30million of illegal debt. They have already secured around 50 years in prison sentences, helping to rid communities of these criminals. I'd encourage anyone who feels trapped by a loan shark to get help and advice as soon as possible." 

Faisel Rahman, Managing Director of ethical lender Fair Finance and from the Debt on our Doorstep campaign, said: "Millions of pounds are being taken out of the pockets of the poor by illegal and extortionate lenders every year. As the credit crunch continues, more people are being left behind by mainstream financial services. This, coupled with the downturn on the economy, means 2010 promises to be a very difficult year for low income and vulnerable communities. Social landlords should be active in developing local partnerships and promoting affordable alternatives to extortionate and illegal lenders, because every person deserves access to fair and affordable credit."
Circle Anglia has provided some tips to people, who are struggling with debt problems: 

Budget correctly: Write down all your family’s finances – it can really help to focus the mind. Create a very simple list of incomings (e.g. wages, benefits, child support) and outgoings (e.g. food, fuel, travel) – this will enable you to identify what areas of spending you might be able to trim. Don’t fool yourself about how much you spend on things.  The key is being totally honest with yourself to make it a valuable exercise. What can you cut down on or cut out altogether?
Get free advice from experts: If you feel your debts are unmanageable and they seem to be spiraling out of control, speak with experts, who can guide and support you. Identifying and negotiating payment plans is something that organisations like the Citizen’s Advice Bureau, the National Debtline (0808 808 4000) and Consumer Credit Counselling Service (0800 138 1111) can help with.

Never borrow from loan sharks: Loan sharks are illegal and charge exorbitant interest rates at an average of 825 per cent APR. There are other ways you can access fair and affordable credit – find out about third sector credit providers such as credit unions that are in your local area and get in contact with them to discuss ways of accessing fair and affordable finance.
Shop the shark: If you have borrowed money from a loan shark you are under no legal obligation to repay the debt. A debt 'owed' to an illegal lender is not legally enforceable, which is why loan sharks often resort to violence and intimidation. If you think you’ve been the victim of a loan shark or that there is one operating in your community contact the Trading Standards Illegal Money Lending team on the 24/7 confidential hotline 0300 555 2222 or text ‘loan shark’ and your message to 60003. They will help you deal with your situation and the loan shark. All reports are treated in confidence and the safety of the person calling is given the highest priority: 
Be realistic: Set yourself a realistic time-frame to get out of debt. Don’t get frustrated that it will probably take more than a few weeks. If you’re serious about addressing your debt problems, you need to take a long-term view. 
Key findings from the report: 

· Nearly 100,000 households turned to loan sharks at Christmas in 2009 

· The value of illegal loans taken out this Christmas was an estimated £29m

· The final cost of repaying Christmas 2009 debt, faced with exorbitant interest rates, will be £82m 

· The average interest rate charged by an illegal money lender this Christmas was equivalent to an APR of 825 per cent
· A consumer taking out a £288 loan from an illegal money lender with an APR of 825 per cent will end up paying back nearly three times this initial amount (£820)

· It will take over a year before most families manage to pay back their Christmas 2009 loan shark debts

· Borrowing from a third sector credit provider like a credit union instead of a loan shark in 2009 would have saved a typical low income household £500 (based on an original loan of £288)
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How to tackle financial inclusion

As a leading provider of affordable housing with over 187,000 residents, Circle Anglia is well placed to help tenants who are facing financial difficulty. We work directly with thousands of people across the UK, who are often amongst the most vulnerable to loan sharks. We work hard with residents and communities to enhance Life Chances by helping our residents become financially included and aim to ensure every resident should be offered access to five basic financial services: advice, banking, credit, insurance and saving. We:  
· Promote bank accounts to increase the number of tenants who have a basic bank account
· Offer basic debt and money advice to residents in financial difficulties 
· Offer advice, education and training to help residents make good financial choices
· Ensure residents know where to go to find relevant agencies for money / debt advice such as the Citizens Advice Bureau thereby reducing their reliance on door step lenders and loan sharks
· Help our residents make good financial decisions and to maximise their income
· Work in partnership with Community Development Finance Institutions and credit unions to help residents access affordable credit 
· Make realistic arrangements for payment of arrears, sympathetic to genuine hardship situations
· Offer tenants low cost home contents insurance schemes to protect the things that are valuable to residents
· Help tackle fuel poverty to ensure residents are able to adequately heat their homes
Providing residents with access to fair, affordable credit: Fair Finance / Circle 33

One of Circle Anglia’s London housing associations, Circle 33 Housing Trust (owns over 15,000 homes across London and in 48 local authority areas) has developed a partnership with third sector credit provider Fair Finance to promote wider access to affordable loans for our residents. 
Fair Finance is a not-for-profit social business based in London that offers a range of financial products and services designed to meet the needs of people who are financially excluded. They work with a number of housing associations in London and have helped over 5,000 residents in the last four years. Over 60 per cent of their clients borrow from doorstep lenders that charge in excess of 600 per cent APR, or from illegal loan sharks that charge even more exorbitant interest rates.

For those Circle 33 residents, who have been supported to repay their loan on time, Fair Finance will ensure they receive a credit rating and therefore have access to mainstream affordable loans. So far Fair Finance has helped hundreds of residents with advice, loans and assistance in opening bank accounts. In 2009 alone, 72 Circle 33 residents were provided with affordable loans to replace loans from expensive doorstep lenders, and over 100 were given specialist debt advice to manage their debt. 
Wherry Housing Association: Tackling loan sharks in Norfolk

Wherry Housing Association is one of our partners; owns and manages over 7,000 homes in Norfolk, Suffolk, Lincolnshire and Cambridgeshire. Wherry Housing Association is leading the sector with their model of mainstreaming financial inclusion services and has dealt with £2.6 million of resident debt since the service launched in November 2006. 
Wherry Housing Association works jointly with the East of England Trading Standards to tackle loan sharks in Norfolk. To turn the spotlight on illegal money lending among staff and residents, in April Wherry completed a doorstep survey of 400 residents.  The results were:
· 26 per cent had been offered a cash loan

· 3per cent  had been threatened when they couldn’t pay

· 9per cent  said what they owe keeps growing even though they were making payments

· 5per cent  were not given any paperwork stating what they borrowed or how much they owe

· 2per cent  said their bank card or something else had been taken from them as security

Mole Valley: providing advice and support

Mole Valley Housing Association is one of our partners and manages 3,800 homes including 17 sheltered schemes in Surrey. Some of Mole Valley residents that do not have access to the most basic financial services such as having a bank account, access to affordable credit and money advice.  Mole Valley sponsors a Citizens Advice Bureau (CAB) worker to work on behalf of residents two days per week. The CAB worker is trained to provide debt and benefit advice and can access other specialist support and advice if necessary. The CAB service was introduced at the end of August 2009. In only the first two months, approximately £5,000 was raised in respect of benefits for tenants.

MVHA intends to launch “credit crunch events” for the community with its local partners such as the CAB and some national agencies and support services, such as the Financial Services Authority, during the first quarter of 2010. This partnership approach will enable residents to access a wide-range of information, advice and support in an informal way. 

Mercian Housing Association: affordable loans to help people improve their homes

Mercian Housing Association, one of Circle Anglia’s partners, owns and manages 3,400 properties in the Greater Birmingham area. Mercian Housing Association own ART Homes Limited (AHL), an FSA authorised, not-for-profit organisation that works in partnership with local authorities and provides regulated financial advice and affordable loans to vulnerable and low income home owners living in poor housing. Loans are available to help people to improve or repair their homes or relocate if affected by clearance or regeneration programmes. 

AHL loans are targeted at those who are assessed as eligible for support by local authorities and who are unable to obtain affordable finance from high street lenders. In 2008 / 09 loan completions rose by 50per cent - Mercian Housing Association have now provided over £20m in affordable loans to vulnerable and low income home owners living in poor housing.  

· ‘The Real Cost of Christmas’ was commissioned by leading provider of affordable housing Circle Anglia and conducted by the Financial Inclusion Centre.  
· Circle Anglia is one of the UK’s leading providers of affordable housing. With a dedicated team of more than 2,000 staff, Circle Anglia manages more than 51,500 homes, including supported and sheltered housing, for more than 187,000 people across the UK. 

· Its mission is to enhance the Life Chances of its residents, teams and wider stakeholders by providing great homes and reliable services, and building sustainable communities.

· The Circle Anglia group includes 11 partners - eight registered providers (RPs): South Anglia Housing, Wherry Housing Association, Old Ford Housing Association, Circle 33 Housing Trust, Roddons Housing Association, Mercian Housing Association, Mole Valley Housing Association and Russet Homes; two support & care partners: EPIC Trust and Invicta Telecare, as well as Commercial Services Circle Anglia for shared ownership, market rent and private sale properties.
· The Financial Inclusion Centre is an independent, not-for-profit think-tank, whose aims are to promote greater financial inclusion and provision so that consumers' core financial needs are met. 
· ‘The Real Cost of Christmas’ incorporated desk research and analysis of the existing data sources and studies on illegal money lending in the UK. Due to the illegal nature of the problem and the secrecy surrounding the subject, the body of research on this problem is limited to a select number of reports. The Financial Inclusion Centre’s research team have applied this gathered information and statistics in developing a series of scenarios that seek to quantify the scale of expected illegal money lending in the UK this Christmas, taking into consideration the current economic downturn and the expected problems in accessing legal finance for the UK’s poorest households.
· Research undertaken by American Express 2009 estimates that households will spend an average of £469 on Christmas 2009, with £260 spent on presents, £141 spent on festive food and drink, and £67 on decorations and cards. 
About Debt on Our Doorstep Campaign

This is a national campaign against illegal and exploitative lending. It represents 10,000 community activists across the UK. For more information visit: www.debt-on-our-doorstep.org 

About Fair Finance

Fair Finance is a social business based in London that offers a range of financial products and services designed to meet the needs of people who are financially excluded. We aim to revolutionize personal finance, starting with the people whom the mainstream providers have left behind.

Fair Finance is committed to providing high quality products and services that are affordable and accessible. Wherever possible we work in partnership with other companies and agencies that share our goals.

Most of our customers are ignored by the mainstream financial services industry and exploited by the sub-prime financial services industry. When we have helped to put the loan sharks and predatory lenders out of business, then we will know we have been successful.

We believe that:

· Customers deserve a fair deal 

· Products and services should be simple and accessible 

· Financial advice should be honest and trustworthy 

· Credit should be affordable for all 

· Profits should be reinvested for the benefit of customers 
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