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Possible revision of the Consumer Credit Directive in view
By Sylvain Bouyon

Research Fellow at CEPS-ECRI

The European Commission recently
launched an evaluation of the Consumer
Credit Directive (CCD) and will soon
assess the Mortgage Credit Directive
(MCD). In order to feed the debate on
these two key pieces of legislation, one
of ECRI’s priorities is to organise research
programmes, seminars and workshops
on the different dimensions that could be
covered in a possible new CCD.
In September, we published a Policy Brief on “Consumer
Credit, Digitalisation and Behavioural Economics Are new
protection rules needed?”, which analysed what has changed
on consumer credit markets since the adoption of the latest
CCD in 2008 and what new rules might be needed. ECRI is
also actively working on the impact of national price rules
across EU member states on both borrowers and lenders. In
addition, we published our authoritative Statistical Package
for the eighteenth consecutive year, which provides times
series for a large set of variables covering household credit
markets. Finally, ECRI is developing research activities on
the performance of different types of data used in creditworthiness assessment.
On 20 November, we organised a conference on “Household
over-indebtedness: Drivers and remedies”, whose purpose
was to focus attention on three drivers behind household
over-indebtedness: unexpected income shocks, financial
illiteracy and the lack of relevant data on creditworthiness.
The present Newsletter includes six articles drafted by

panellists who contributed to this event, giving a flavour of
the different issues debated during the event.
Beyond our consumer credit agenda, ECRI continues to
monitor research activities and events on retail payments.
We are currently working on the impact of EU price rules
on the different stakeholders involved in payments. In addition, we organised a seminar on 5 December, sponsored
by American Express, on “Improving security in payments:
What role for innovation?”. This Newsletter includes an article by Lu Zurawski from ACI, who gives his insights into how
a sustainable infrastructure for payments could be developed in the digital era.
In addition, ECRI remains active in the issues related to possible technological disruption in retail finance. We are involved in the CEPS Task Force on blockchain. Its report, due
at the beginning of next year, will cover different economic
sectors, but particular attention will be paid to financial
services.
To conclude on an administrative note, in the GDPR era, we
need your approval for sending you the ECRI Newsletter,
research publications and invitations to our different events.
It is the only way we can rebuild our mailing lists. Therefore,
if you would like to be informed of our activities on a regular
basis, please register here. Additional information on our
activities can also be found on our website: www.ecri.eu.
However, please do not hesitate to contact us if you would
like to discuss specific topics.
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A payments infrastructure fit for today and tomorrow
By Lu Zurawski
Practice Lead for Retail Banking Products at ACI Worldwide
Sustainable infrastructure development
relies on the right balance between
investments for future needs and the
shorter-term requirements of keeping
today’s societies up and running. The
payments infrastructure needs to be
renewed to support the predicted
demands of digital economies, while
existing infrastructure needs to be
maintained and expanded to meet the more immediate and
prosaic demands of today’s population.
Grasping the scope of payments infrastructure
When policymakers talk about payments infrastructure,
the context may be more about money supply
and economics rather than physical systems and operations
that facilitate actual payment transactions. When economists
stray into the world of payments IT, the safe ground is likely
to be related to the role of central banks, or recognised
interbank funds transfer systems. But the scope of
modern payments infrastructure should not be limited to
public-owned central bodies; private participants also have
a critical role in the wider ecosystem.
Policymakers are not averse to expanding their view of
infrastructure; after all, large parts of PSD2 are aimed at
supporting new payments services providers. And open
banking initiatives stimulate alternatives for account access. The global focus on new real-time payments systems (or Faster Payments, Immediate Payments or similar
nomenclature) is further evidence of public investment
in future infrastructure.
But a sustainable payments infrastructure needs to balance
the future with the present, which still involves businesses
and citizens using services from traditional financial institutions, often using core banking and payment systems with
varying degrees of antiquity. Occasionally these systems fail
spectacularly. So when we think about payments infra-

structure we also need to include the practical systems used
to support every-day consumers with their business. These
systems include the new mobile apps providing 24/7 access
to accounts and related information. Crucially they also
include the connections between these modern new apps
with the old underlying pipework of ageing accounting
and payments systems.
An infrastructure fit for a digital economy
For decades, payments IT people have talked about
“payments plumbing”, “silos” and “connecting pipes” –
vocabulary familiar to civil engineers. More recently,
discussions have moved to the role of data within payments,
with views moving quickly away from the concept that data
is a waste product within valuable payment flows. What is
considered valuable and what worthless has changed rapidly
within payments. Flushing precious data away is now
obviously very bad practice whilst storing data and recycling
it without some form of consent could be even worse.
Arguably these changing scenarios make new demands on
existing payments infrastructures, both within single institutions and within collaborative schemes. The fluid nature
of global banking has already provided alternative
pipework in terms of global connectivity alongside new domestic schemes designed for real time payments. So the
underlying pipework has evolved well. On the user experience side, we have no shortages of new Fintech-inspired
apps too. But is there enough experience of connecting
these components efficiently?
The greater challenge now is for participants and consumers
of all sizes to create their own mini-infrastructures and
payments hubs, to take advantage of the new connectivity
options, for whatever scenarios suit them best in their role
within the economy. Real-time payments infrastructure
designed for the Fourth Industrial Revolution is already
available. It would be a shame if the shiny new consumer
apps were not properly plumbed into it.

JOIN ECRI MEMBERS
Join the select group of leading retail financial services companies by becoming a member of ECRI. The European
Credit Research Institute (ECRI) is an independent, non-profit research institute that develops its expertise from an
interdisciplinary team and networks of academic cooperation partners. It was founded in 1999 by a consortium of European
banking and financial institutions. ECRI’s operations and staff are managed by the CEPS (Centre for European Policy Studies).
•

Regular publications within the “activity scope”
and “policy scope” of ECRI

•

Conferences and events

•

Task Forces

•

Networking and visibility

•

Projects with the European regulators

•

The production of statistics

For more information, visit our website www.ecri.eu
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SPECIAL ISSUE ON CEPS-ECRI CONFERENCE: Household over-indebtedness: Drivers and remedies
(20 Novemebr 2018)

The indebtedness of European households over their life-cycle
By Merike Kukk
Associate Professor, Tallinn University of Technology
The risk of over-indebtedness is
greatest for households with members in their 30s
For households in all European countries,
there is a pattern of asset accumulation
occurring throughout a person’s lifetime
until it peaks before retirement, while the
peak of liabilities occurs earlier in life,
when they are in their 30s. Similarly, the
debt service to income ratio, which shows the burden of debt
repayments on the current household budget, is highest
in the age group 35-44 while in some countries (Spain,
Belgium) it is highest even in a younger age group. The
median is highest in France and Spain at above 20%, and
lowest in Germany and Eastern European countries, such
as Estonia and Poland, at below 10% (Figure 1). The debt
service to income ratio declines with age in most European
countries, although in Eastern European countries it remains
at a similar level across age groups.

Another observation is that the share of financial assets,
the liquid buffer of households, is quite small for
households with members in their 30s, where the share is
typically 5-10% of total assets. Financial assets accumulate
towards retirement, when debt levels also decline. Hence
we observe the highest indebtedness for households headed
by people in their 30s, which is also the age when people
experience major changes in their life:
1) professional development, which contains job movements
and risks related to job changes;
2) birth of children, which is followed by a decline, albeit
temporary, in income and an increase in spending;
3) separations, which are not rare and lead to single
parenthood and a drop in household income.
Consequently, when these households face unexpected
income shocks, they exhibit a higher risk of falling into
arrears.
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The drivers of arrears and the coping strategies of
households
Given the importance of arrears to household wellbeing,
research into the drivers of arrears is fairly rare for European
countries and the main reason is the lack of reliable data
on arrears. More research has been done for the UK and
Ireland, but only a few studies have been carried out for
other European countries, specifically Italy and Estonia.
Research confirms that income decline and the debt service
to income ratio are important triggers for arrears. The study
on Estonia shows that a higher share of individuals aged
below 35 are in arrears than in older age groups and that
arrears on bank loans increased the most for this age group
(Figure 2).

doing so more than older age groups (Figure 2). Using help
from relatives and friends is a common strategy for alleviating
financial difficulties. Some households try to solve their
difficulties by using overdrafts, credit cards or SMS loans but
this is not usually sustainable. Although it is not possible to
avoid unexpected events, early steps such as meeting with
a debt advisor can help to avoid the worst outcomes. Research reveals that the impact of arrears on spending is not
only short-term but also long-lasting, constraining spending
even after the problems have been solved. As mentioned,
these are only selected insights about arrears and there is
a need to investigate further the interaction of the different
drivers of arrears, the coping strategies of households, and
the long-term implications of financial difficulties.

There is also evidence that households cut back their spending
substantially to cope with arrears, with younger age groups

The practical case for financial education
By Frank Conway
Founder of MoneyWhizz.org
Today, more than ever, the public needs
to gain a better understanding of money:
savings, investing, risk and so on. This is
due to a variety of factors, including the
fact we are all living longer and spending
more years living beyond our formal
working lives when some personal
savings will be necessary for income.
Over recent decades, employers have
increasingly abandoned guaranteed, or
‘defined benefit’ pension arrangements and replaced them
with ‘defined contribution’ schemes. This means a very large
proportion of investment risk shifts from the employer to
the employee.

For a vast majority of people, especially here in Ireland,
research shows that citizens are massively ill-equipped to
understand many essential concepts of investing, especially
investment risk, compounding and diversification. So, when
a person meets with an investment adviser to discuss their
pension investment options and the issue of risk attitude
or preference, it is very often the case that they simply do
not have the knowledge to make an informed decision and
so often make ill-informed ones. Or, fail to challenge their
advisers for more clarity.
It is also why some people in their 20s fail to take advantage of being able to sign up for generous employer-sponsored programmes. Or, why others, nearing retirement may
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be over-exposed in their investment risk categories. It is
where a person’s general ‘attitude to risk’ replaces their
‘capacity for risk’ and in the process, an investment growth
opportunity is lost or squandered.
Financial education is central to helping people make
informed financial decisions. However, it is also key to giving
people the confidence to question themselves and others on
how they earn, spend, invest and generally manage their
money.
In Ireland, there is a broad lack of understanding of key
money concepts. This has been documented time and
time again by a range of domestic and global studies. For
example, in addition to a general lack of investing
knowledge, there is also a broad lack of understanding of
how personal credit reports and credit scoring work. These
are an increasingly critical personal profile with far-ranging
applications globally, including access to credit, employment
and in some countries, access to lower car insurance
premiums, rental properties and in some rare cases, access
to medical treatment (Irish emigrants in the US).
Lack of financial knowledge can even result in even
well-educated people often failing to question investment
advisers on the true cost of investment portfolios.
Equally, it is not uncommon to engage with someone with
over €100,000 sitting in deposit accounts earning as little
as 0.2% while they carry a €10,000 revolving credit card
balance costing 18% or more. And when it comes to
investment risk, far too many choose property over a diversified investment portfolio or retain high-risk equities when
they should be diversifying risk to protect their wealth as
retirement approaches.
To counter this lack of financial knowledge, we have been
delivering a programme of segmented financial educa-

tion. It spans primary schools, secondary schools, colleges
and even leading employers. All of the financial education
material is built around six key pillars of money knowledge:
earning and income, credit and debt, saving and spending, investing, protection against risk, and financial
decision- making.
Beginning in primary school, the Talking Cents programme
is delivered via a magazine for children aged 7–12. It
includes a mix of stories, word-focus, history, civics, money
games and is written with a range of teacher (and parent)
supports to enable discussion and engagement. Supported by the Bank of Ireland, this programme is available
at no cost across Ireland; to date, over 500 schools and
over 40,000 children are benefitting. In secondary schools,
the content is much more complex and includes in-class
activites across a range of the six pillars; more complex
topics including investing, inflation and compounding are
presented in fun and engaging discussion groups. Even
at the corporate level, where financial wellbeing talks
are increasingly included as part of employee wellbeing
programmes, adults learn how to make more informed
financial decisions including: how to save for emergencies,
buy a home, protect their families and invest for retirement.
Here, showing adults the importance of ‘financial visibility’ is
key to getting them to audit their personal spending habits
at least once per year.
When it comes to money, knowledge is power. But more
importantly, structured financial education must be delivered
to all audiences, regardless of age, using the appropriate
language, examples and media to ensure there is maximum
benefit. If done well, financial education can support
workers, families, parents, students and even the wider
community to make more informed financial decisions. In
fact, it can even help financial service providers establish a
more sustainable relationship with their customers.

ECRI STATISTICAL PACKAGE 2018
Since 2003, the European Credit Research Institute (ECRI) has published a highly authoritative, widely cited and
complete set of statistics on consumer credit in Europe. This valuable research tool allows users to make meaningful
comparisons between all 28 EU member states as well as with a number of selected non-EU countries, including the US and Canada.

WHAT IS COVERED?
Two Statistical Packages are on offer. The more compre hensive product “Lending to Households (1995-2017)” contains valuable data on
consumer credit, housing loans, other loans, total household loans, loans to non-financial corporations as well as total credit to the nonfinancial business and household sector. The ‘standard’ “Consumer Credit in Europe (1995-2017)” exclusively covers consumer credit data.
The 2 Packages in Fact & Figures:
• 40 Countries: EU 28, Turkey, Rep. of Macedonia, Iceland, Norway, Switzerland, Liechtenstein, Australia, Canada, Japan, the United
States, India and Russia, Mexico and Saudi Arabia.
• 22 years data series: 1995-2017
• National accounts: GDP, final consumption expenditure and gross disposable income of households, inflation and exchange rates.
• 150 (67) tables: present time series data in nominal and real terms, and per capita, as well as breakdowns by lender, type, currency and
maturity are also available for selected countries.
• 27 (13) figures: highlight credit trends in a way that allows user to make meaningful comparisons of the retail credit markets across countries.

FACTSCHEETS
The European Credit Research Institute (ECRI) provides indepth analysis and insight into the structure, evolution and regulation of retail
financial services markets in Europe. Through its research activities, publications and conferences, ECRI keeps its members and the wider
public up-to-date on a variety of topics, such as retail financial services, credit reporting and consumer protection at the European level.
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Financial literacy – a solution to over-borrowing?
By Anna Ludwinek
Research Manager, Social Policies, Eurofound
Financial literacy is certainly one of the
key pre-conditions for individuals and
households to be able to make sound and
informed choices in relation to financial
matters at an individual level, but it is also
important in mitigating the effects of
social and economic inequalities in many
European countries.
Financial literacy can act both as a
preventative and a compensatory measure. It improves
people’s understanding of financial products and concepts
so they can make informed choices for themselves, and can
certainly help in developing the necessary skills and the
confidence to engage with financial institutions to deal with
the often life changing events that many encounter such
as loss of income, loss of health, family breakdowns, acts
of fraud, death in the family, etc. Digital skills may need to
be added to knowledge of financial matters as much what
is on offer is to be found online. Also, introducing financial
education at an early age is recommended. There are
several examples of successful cooperation between schools,
financial institutions and other stakeholders, notably the
MoneyWhizz initiative in Ireland, which aims to engage with
school children and students aged 7-17.

where to go for help and take other effective actions when
individuals and households find themselves in debt. Here,
effective, transparent and available debts advisory services
underpinned by sound financial information are paramount
in finding a solution. There are several key factors underpinning debt advisory services. First of all there should
be a holistic approach to debt problems, with a wide
range of preventive, remedial or curative, alleviative and
rehabilitative measures in place. Providing timely help can
be challenging, especially when those in need are socially
excluded. Potentially helpful measures include anonymous
first-contact options, multiple language and media channels,
targeted marketing, early warning systems and outreach
services.
It is also vital to build good relationships between debt
advisors and other stakeholders, such as creditors, welfare
offices and health services. It is important for the services
to put the household in control, and ensure it is contributing
actively to the solution, while offering support. Honest and
consistent communication is an essential factor in building
sustainable trust. The very origin of the word ‘credit’ from
the Latin creditum – a loan, thing entrusted to another –
points to what should be at the very centre of any financial
literacy programme or initiative for it to be successful: trust.

Financial literacy not only helps people be aware of financial
opportunities and avoid financial risks, but also know

Dilemme Éducation
By Julie Perrin
Head of the “Programme Dilemme”, Crésus
For more than 20 years, CRESUS, a
recognised public-interest organisation,
has been committed to preventing the
risk of over-indebtedness and financial
exclusion.

regarding their budget and to share interesting ideas and
experiences. The game was tested with 1,500 apprentice
bank employees in 2013 and more than 20% of the
participants went to see their banker in the 3 months
following the session.

In France, 85% of people find financial
products complicated and confusing, 46%
consider they do not have the knowledge
necessary to be able to read and
understand a document describing a financial service or
investment proposal and 42% do not know how to calculate
an annual interest rate on 100 euros. (CREDOC, 2011).

Since then, CRESUS has trained more than 1,500 ambassadors and run around 10,000 workshops. In addition to
Dilemme Éducation and the Dilemme Anim’App to help
workshop leaders animate the game, Dilemme Junior is a
videogame used in workshops for children between 6 and 10
years old to teach them the basics of budget management.
The player has to make a series of choices as they try to
organise the best birthday party ever with a 15-euro budget.

Such statistics led CRESUS to come up with a dynamic
and interactive tool, Dilemme Éducation, to train people in
managing their personal budget. Teams playing Dilemme
Éducation have to save around €800 in order to finance a
plan to obtain pleasure points through daily consumption or
a leisure activity while meeting its costs every month. The
game also poses concrete questions about credit, insurance,
banking, games of chance, etc. As well as providing
participants with knowledge they need to make better choices
in their real life, players are encouraged to speak freely
about money, to express their different points of view

Finally, Dilemme Entrepreneurs, our latest board game,
is dedicated to anybody who plans to set up their own
company. In France, more than half of micro-businesses do
not survive their first year of activity and the failure rate
after 5 years is 77%. As one of the causes of business
failure is the lack of management skills among entrepreneurs, the game uses the expertise gained with Dilemme
Éducation to provide accurate information, tips and tools:
• alerting entrepreneurs to the importance of the double
management of their personal budget and their professional
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budget;
• passing on knowledge on the creation and the management of a company;
• informing them about their rights and duties towards creditors, and
• pointing out where they can turn for help as they build
their business.
This game is currently being tested with young people
involved in the Paris Mission Locale and the players have
expressed strong appreciation of this innovative approach
to an educational tool.

Recent publicationS
Research Report: Europe’s Payments Revolution
Authors: Inna Oliinyk, William Echikson
Policy Brief: Consumer Credit, Digitalisation and Behavioural
Economics: Are new protection rules needed?
Authors: Sylvain Bouyon, Janna Ayoub
For more information, visit our website www.ecri.eu

Co-construction of innovative tools: building a better world together
By Maxime Pekkip,
President of ACASA, Crésus
We have been combatting over-indebtedness since 1992, but we are becoming
more effective, not only through the use
of digital, but also by opening up to the
business world to co-create innovative
tools. As our Foundation celebrates its
10th anniversary this year, we are proud
of what we have built with our partners.
Our education programme now has 30
employees and 740 representatives
accompanying 30,000 households each year, while our
financial education programme dilemme.org with 1,200
ambassadors has reached over half a million people.
There is still a lot to do, but our social impact results and
the growing support of our partners are firm grounds for
optimism. We want to engage fully in the open banking and
digital revolution, rather than regarding it as suspicious
as might be expected of an NGO fighting against overindebtedness. It is no use lamenting each technological
change: our world is changing and it would be irresponsible
and absurd to not to play our part. We have been using
new technologies to maximize our impact for some time:

web radio, social networks, data mining, scoring, and now
application development. And now we have discarded our
traditional attitude and are working with banks, funds,
insurance companies and large groups to become an alternative fintech in developing digital tools to fight over-indebtedness.
Our high speed budget service project focused on the
needs of the user and their consent for the use of their data
means the knowledge acquired through accompanying over
160,000 people each year in France is now available to all.
The application uses the latest technology to help people
manage their budget dynamically, to access information
on their rights and automatically create folders in a smart
digital safe, while pushing the right advice at the right time
in response to problems.
The project builds on the PSD2 directive to let the consumer
be the owner of their data and decide which actor can make
use of it legitimately. We are also aware of our responsibility
as an association to offer a viable alternative to GAFA as a
trusted third party.

credit reporting system and creditworthiness predictability
By Panajotis Papazoglou
Head of Solutions, Schufa Holding AG
Credit Reference Agencies (CRAs) play
a vital role in reducing costs of borrower
risk assessment. They benefit both
lenders and consumers alike by reducing
credit risk and enhancing transparency on
creditworthiness while protecting against
over-indebtedness.
The value of a credit reporting system and
creditworthiness predictability through
scoring increases if positive data on regular payments in
addition to negative data on consumer payment disruptions
are collected and processed. The most mature CRAs have
a wide range of contributing partners throughout various
industries, including banks and non-banks such as energy,
telecom, utility, ecommerce and trade companies.
The increased predictive power of credit scoring through
comprehensive credit-related data across industries brings

significant positive effects: credit losses are minimised
for the lenders allowing them to offer consumer loans at
reduced interest rates. For fixed expected loss levels, the
amount of loans that the bank is able to accept increases if a
scoring system based on comprehensive credit data is used.
With more information available, fewer loans go to borrowers
who will default, and fewer borrowers who would have
repaid are rejected.
A sufficiently long data history plays an important part
alongside data comprehensiveness: on average, even
consumers that have resolved payment disruptions from
five or more years ago have a significantly higher default
probability compared to consumers with only a positive
credit history.
Alternative data, such as a digital footprint on social media,
have value primarily in countries without CRAs as they are
often the only possibility to establish the trust
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necessary for lending money to an otherwise unknown
person. For countries with mature CRAs, bank account data
are the most important source to be included in addition
to traditional credit bureau data. They permit further enhancement of the model’s predictive power and offer an
important additional component not available to credit
bureau scoring: the income dimension. Through analysis of
the various cost and income streams from the consumer’s
bank account, the effective disposable income can be
determined to assess if the credit is affordable – even
creditworthy consumers may not be able to afford the loan

if their disposable income is low. Besides credit scoring,
affordability analysis is another important cornerstone of
responsible lending.
PSD2 provides the regulatory framework for access to a
better data basis for affordability analysis and credit
scoring. Bank account data usage based on user permission
has the potential to improve overall over-indebtedness
protection in lending situations from both banks and
non-banks alike.

Corporate Members

Associate Members
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