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This report was commissioned to
investigate if UK credit cardholders
are getting a fair deal from credit
card companies. An online survey
was used to ask credit and store
cardholders questions about their
debts, credit card balance transfers
and interest rates, and their attitudes
to debt.
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People with debts expect to take five years or longer to clear
their debts

Background

Scale of the credit card market

There are 30 million people with at least one credit
card in the UK with a total of more than 56 million
credit cards issued.1 UK consumers use credit
cards much more than the rest of Europe and have
70% of the credit cards issued in the whole of the
EU.2 The average number of cards from the survey
is two.

Credit card debt

Credit card debt in the UK stands at £57.1 billion.3
While many credit cardholders pay off their credit
card debt each month, or pay no interest with
a 0% balance transfer card, millions of credit
cardholders pay interest on their credit card debts
– almost two thirds (61.2%) of credit card balances
are charged interest.4
A total of £1.7 billion5 worth of credit card debts
were written off in 2013 by UK banks and building
societies – £560 million6 of credit card debt was
written off in the last three months of 2013 alone.

Card company scraps 0% balance
transfers

In March 2014 RBS stopped offering credit card
0% balance transfer deals because it believed that
by ‘offering teaser rates’ it was ‘trapping people
in debts they cannot afford’.10 At the time it said,

‘The credit cards industry is absolutely dominated
by teaser rates, trapping people into a spiral of
debt that they never pay down.’ It said that instead
of reducing debts using a 0% balance transfer
card average cardholders ended up increasing
their debt. It also said that over a third of people
(36%) keep their balance on the card after the 0%
deal had ended for 7 to 12 months and with an
average balance of £2,403 and as a result paid
£360 in interest.

FCA investigates credit cards, payday
loans and overdrafts

In 2014 the Financial conduct Authority (FCA)
launched investigations into credit cards, payday
loans and overdrafts. This highlights that these
widely used consumer credit facilities may not be
working properly.

Average credit card interest rates in the UK in
March 2014 were 17.3%7. This is 16.8% higher
than the Bank of England base rate of 0.5%.
The average credit card debt for people who
went to Stepchange Debt Charity for help with
their finances in 2013 was around £9,0008 and
credit cards accounted for 31% of the unsecured
debts people came for help with.9 Credit cards
accounted for the largest proportion of unsecured
debts seen - with overdrafts the second largest,
accounting for 14% of unsecured debts.

1 UK Cards Association – Plastic Cards Report 2013.
2 UK Cards Association – Interchange Fees - July 2013.
3 The Money Charity – Debt Statistics - April 2014.
4 The Money Charity – Debt Statistics - April 2014.
5 Calculation of figures from The Money Charity – Debt Statistics – June
2013, Oct 2013, Dec 2013 and April 2014.
6 The Money Charity – Debt Statistics - April 2014.
7 Bank of England – Quoted Household Interest Rates – March 2014.
8 Stepchange Debt Charity – Statistics Yearbook Personal Debt 2013.
9 Stepchange Debt Charity – Statistics Yearbook Personal Debt 2013.
10 RBS Press Release – Teaser rate debt traps banned with launch of low rate
credit card – March 2014.
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Ongoing 0% balance transfers

Survey results

The cost of 0% balance transfers
From the survey more than half (58%) of credit and
store cardholders have done a balance transfer
– this equates to around 17,325,000 interest free
balance transfers11.

0% balance transfers that have ended

The average balance transferred to a 0% balance
transfer card where the 0% period has ended is
£1,855 – with an average balance transfer fee
of 2.52%12 or £46.75.13 The total amount paid in
balance transfers fees is therefore estimated to be
around £810 million.14
At the end of the 0% period half (51%) had paid
off the balance transfer and half (49%) had a
balance remaining on the card. While almost a
third (29%) transferred the balance to another
balance transfer card 1 in 5 (18%) paid it off by
borrowing the money (3%) or using savings (15%).
Of those where a balance was left at the end of the
0% balance transfer period 51% left the balance
on the card and paid interest. The average balance
remaining on the card at the end of the 0% period
was £1,289.
The average length of time that a balance is left on
a card at the end of a 0% balance transfer is 51/2
months and costs on average £104 in interest at
the average purchase rate (17.31%). Around 1 in 7
cardholders leave a balance on a card after a 0%
transfer deal has ended for more than a year – at a
cost on average of £223 per year. The total interest
charged on balances left on credit cards after 0%
balance transfers have ended is estimated to be
£443 million.15

Cardholders in the survey who are still doing a 0%
balance transfer transferred an average of £1,990
and expect to have an average balance remaining
at the end of the 0% period of £1,846. A third of
cardholders (34%) in the survey currently doing
a 0% balance transfer expect to have cleared the
debt by the end of the balance transfer period and
two thirds (66%) expect to owe roughly the same
or less.
Of those cardholders that expect to not have
paid off the balance transfer in the 0% period a
third (32%) think they will transfer the balance to
another 0% balance transfer card – around the
same as the balance transfer group where the
balance transfer has already ended with (29%). A
third (33%) expect to pay off the remaining balance
transfer debt with savings and 6% expect to pay it
off by borrowing the money.
Of those cardholders who expect to leave a
balance on the card the average length of time is
41/2 months. A fifth of respondents (22%) expect to
leave a balance on the card for 7 months or more.

11 57.75% of respondents to the survey had done a balance transfer x 30,000,000
cardholders = 17,325,000 balance transfers.
12 Moneyfacts online credit card balance transfer comparison April 29th 2014.
13 Average balance transfer fee x average balance transfer = 2.52% x £1,855 = £46.75.
14 Average balance transfer fee x number of balance transfers = £46.75 x 17,325,000
= £810 million.
15 At the end of the 0% period 49% of respondents had a balance left on the card
with an average balance of £1,289. 51% left this balance on the card after the 0%
period for an average of 5.58 months at an interest rate of 17.31% costing £104
in interest. Total cost = 48.69% x 17,325,000 = 8,435,543 x 50.67% = 4,274,289 x
£103.71 = £443 million.
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Money saved using balance transfers

Paying debt off

Balance transfers that are ended early

The most popular alternatives to credit cards to
repay debt faster people have considered are
personal loans (18%), borrowing from friends and
family (14%), payday loans (11%), remortgage
(10%), increasing their income (10%) and using
their overdraft (7%).

Cardholders transferring the average balance of
£1,855 to a 0% balance transfer card and paying
it off in the average 0% period of 14 months could
save £136 in interest (after deducting the average
balance transfer fee of 2.5% or £46.75).16

In the survey about a quarter of people (27%) who
have done a balance transfer said they did not get
the full benefit of the balance transfer because
it was ended early by the card company. This
would mean that around 4.7 million17 credit and
store cardholders had their 0% balance transfer
taken away before it should have ended because
they missed a repayment (9%), paid late (13%)
or exceeded their credit limit (8%). With average
balance transfer fees of £46.75 this could mean
that £218 million18 has been wasted on balance
transfers that were ended prematurely by the card
company.

On average cardholders expect it to take two years
to clear their debts although 1 in 10 people expect
it to take five years or longer to clear their debts.

How are people affected by debt?
A third of respondents (34%) think about their
debts quite often or all the time. In contrast 42%
of people never or rarely think about their debts.
Almost a third (29%) of respondents said they were
quite worried or very worried about their debts
– 44% said they feel in control or a little worried
about their debts.

Lack of knowledge about their cards

Building up debts

The average debt of respondents in the survey
is £9,513 with credit cards making up the largest
proportion of their debts. Average credit card debt
is £2,855, £2,144 owed on loans, £1,241 on hire
purchase, £1,137 on store cards and £916 on
payday loans.
Many people in the survey expect it to take as long
to clear their debts as it took to build them up. A
quarter of people with debts on credit cards and
store cards have been building up their debt for
five years or more. The average length of building
up debt is three years.

Just under a half (46%) of credit and store
cardholders know how much their card charges for
purchases if their bills are not repaid in full. This
means that around 16 million19 of store and credit
cardholders don’t know what interest rate their
card charges if they have debt on the card.
Respondents said that the average purchase rate
on their cards was 13% – in reality it is around
17.3%20 – a third higher than respondents think.

16 Interest saved calculated using the average balance transfer (£1,855.21), the
average length of 0% balance transfers (13.64 months) with the average balance
transfer fee of 2.52% and the average purchase rate of 17.31%.
17 The % that lost a balance transfer (26.95%) x the number of balance transfers
(17,325,000) = 4,669,088 cardholders that lost a balance transfer after it had
started.
18 Average balance transfer fee (£46.75) x 4,669,088 (the number of balance
transfers ended early) = £218 million.
19 54% x 30,000,000 cardholders don’t know their purchase interest rate =
16,200,000.
20 Bank of England – Quoted Household Interest Rates – March 2014.

7

8

How do they choose credit?

From the survey the five most important factors
people look for when choosing how to borrow
money are interest rates (57%), the total cost of
credit (42%), the ability to repay debts early without
penalty (33%), having fixed repayments (20%) and
being able to have a repayment plan that clears
the debt (16%).

Credit card improvements in
recent years
•

From the end of Dec 2010 credit card
companies have no longer sent out unsolicited
credit card cheques.

•

Since Dec 2010 credit card repayments are
used to pay off the most expensive debts first.

•

In 2006 credit card default fees were effectively
capped at £12.

•

It is now easier to stop credit card and debit
card continuous payment authorities.21

•

Credit cardholders can refuse an interest rate
rise and close the account and pay off the debt
at the original rate. Credit cardholders can also
refuse credit card limit increases.

•

Customers who make minimum repayments
repeatedly will be contacted and told that it is
the most expensive way to pay off debt.

Remaining problems with credit cards (1)
•

Minimum credit card repayments only
guarantee to pay off 1% of credit card debt.
From March 2011 credit card monthly minimum
payments have to cover, interest, fees and
charges, plus 1% of capital.

•

More than 1 million credit cardholders pay
just the minimum monthly repayment for 12 or
more consecutive months.22

•

Cash withdrawals – credit cards charge cash
withdrawal fees are typically 3% with a minimum
fee of £3. In addition even if the credit card
bill is repaid in full interest is normally charged
from the date of the withdrawal until the debt is
repaid in full.

•

Balance transfer fees – credit cards typically
charge 2.52% when people transfer a balance
to a 0% balance transfer credit card. Also at
the end of the interest free period millions of
people pay average interest of 17.31% on an
average balance of £1,289. Paying an average
of £104 of interest after leaving a balance on
the card for an average of 51/2 months.

•

Credit cards typically charge exchange rate
loadings of 2.99% when they are used to make
purchases and cash withdrawals overseas. £10
billion of purchases were made overseas in
2012 with a credit card.23

21 FCA Press Release – FCA reminds banks of their obligations when cancelling
Continuous Payment Authorities – June 2013.
22 FCA Press Release – FCA announces competition review into credit cards – April
2014.
23 UK Cards Association Press Release – Credit and debit cardholders are reminded
of the benefits of using their cards abroad – August 2013.
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Remaining problems with credit cards (2)
•

Representative APRs - Credit card, loan and
peer-to-peer lenders use credit scoring to
decide who to lend to and what rate of interest
to charge. Normally when credit applicants
make an application a credit search is recorded
on their credit file. Too many credit searches in
a short period of time can reduce an applicant’s
credit score and make it more difficult to get
credit. Only a few credit card companies (for
example, Nationwide and Barclaycard) and
peer-to-peer lenders (for example, Zopa and
Ratesetter) use quotation searches to tell
potential applicants if they would be accepted
for credit and at what rate without it leaving a
credit search - by doing a quotation search.
If the applicant decides to proceed with the
application a full credit search is then recorded
on their credit file. Quotation searches do not
affect credit scores as full credit searches
do and should be more widely offered to
consumers.

How to benefit from credit cards (1)

Credit cards can be a good way of managing
finances, but only if the right card is chosen and
used in the right way.
• Set up a direct debit to pay at least the
minimum repayment each month to avoid
default charges.
•

Keep an eye on the credit limit and card
spending to make sure the limit is not
exceeded to avoid default charges.

•

If possible debt transferred to a 0% balance
transfer credit card should be repaid in the 0%
period. If there is a balance remaining on the
card it could be transferred to another 0% deal.
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How to benefit from credit cards (2)
•

Cashback credit cards give money back on
spending and could be a good choice for
someone who pays off the full balance on their
credit card each month.

•

Buying goods and services using a credit card
gives much better protection than using a debit
card. S.75 of the Consumer Credit Act 1974
means that goods and services costing more
than £100 and less than £30,000 bought using
a credit card are covered for breach of contract
or misrepresentation. This means that if goods
aren’t delivered or are not as described a
refund can be obtained from the credit card
company.

•

A 0% purchase credit card can be a good way
of making purchases and paying no interest for
up to around 18 months. However at the end of
the 0% period the debt will need to be repaid
or it will be charged at a much higher rate.

•

Check if the card has an annual fee and weigh
up this cost against any benefits of paying the
fee. Lots of credit cards don’t charge annual
fees.

•

Paying off credit card debt with a loan could
be a good way of clearing the debt with a fixed
repayment period and the total cost of repaying
the debt determined from the outset.
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Debt advice

Of course borrowing money is rarely a good idea
if someone is in financial difficulties. Anyone who
is worried about his or her debts or thinks they
will have money problems in the future should
get some free debt advice. National Debtline,
Stepchange Debt Charity, Citizens Advice and
Payplan all offer free and confidential advice.

Market Research Survey

Zopa commissioned a survey to investigate credit
cards and debt in the UK to find out if they are
really giving UK consumers a fair deal. Survey
conducted on www.onepoll.com in April 2014.
Total number of respondents – 2,000 adults who
currently own a credit card or store card or both.

About the author

Mike Naylor is a Freelance Personal Finance
Journalist. He spent nine years working at Which?
as a Principal Researcher in the Money Research
Group and helped launch Which? Money Magazine
and the Which? Money Helpline. He also worked
at uSwitch.com as Personal Finance Product
Manager.
As a freelance journalist Mike has worked for
the Financial Services Consumer Panel, Which?,
Moneyvista, FSA, BBC 1’s Rip Off Britain, uSwitch.
com and regularly appears on TV and Radio talking
about all areas of personal finance.

13

14

