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GLOSSARY OF TERMS
“Agreement” or “consumer loan agreement” means a consumer loan agreement.
“FSR” means the National Commission for State Regulation of Financial Services Markets.
“FSR Methodology” means a methodology for calculating the RAPR under a consumer loan agreement, as
approved by the Order No. 3238 “On approval of the Methodology for calculating the total loan cost for a
consumer, the real annual percentage rate under a consumer loan agreement” of the National Commission for
State Regulation of Financial Services Markets dated 07/20/2017.
“Law on Consumer Protection” means the Law of Ukraine on Consumer Protection.
“Law on Consumer Lending” means the Law of Ukraine on Consumer Lending.
“Law on Financial Services” means the Law of Ukraine on Financial Services and State Regulation of
Financial Services Markets.
“Lender” means a company that grants a loan.
“Mystery Shopping” means a marketing research method, whereby retail outlets (in this case — branches
and websites of financial companies) are visited under a certain cover story (in this case — as borrowers who
want to apply for a loan) in order to assess the visit according to the established parameters.
“NBU” means the National Bank of Ukraine.
“NBU Methodology” means a methodology for calculating the RAPR under a consumer loan agreement, as
approved by the Resolution No. 16 “On approval of the Methodology for calculation by non-bank financial
institutions of the total loan cost for a consumer and of the real annual percentage rate under a consumer loan
agreement” of the Board of the National Bank of Ukraine dated 02/11/2021.
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I

INTRODUCTION

Short-term consumer loans, if adequately regulated and used by informed, financially literate consumers, can
meet immediate, emergency needs of consumers and contribute to their financial well-being. However,
excessive and irresponsible reliance on short-term, high cost loans for everyday finance can harm consumers
and do serious damage to the most vulnerable groups in society1. The economic fallout from the COVID-19
pandemic has exacerbated the negative consequences of “payday” lending, resulting in acute personal finance
problems for many citizens. People have no choice but to apply for consumer loans to financial institutions,
most often in the form of payday loans, in order to address their financial predicament.
But why, exactly, the reliance on payday loans? Many times the answer is simple expediency - the consumer
needs money urgently and chooses a fast and fairly accessible way of getting it.
Frequently, the cash-strapped consumer has neither the time nor the knowledge to wade through the loan
information provided by the financial company. Moreover, s/he is often unprepared to make an informed
decision based on the interest rate and the total loan cost, or to determine whether the loan agreement contains
illegal or risky terms and conditions. Little or no thought is given to the consequences of his/her failure to
discharge loan obligations.
The Law on Consumer Lending, adopted in 2016, is essentially a “truth in lending” law requiring disclosure
of the costs, terms and conditions of consumer loans, and requiring truth in advertising. In September 2020,
the Law was amended to extend its purview to cover payday loans - loans granted in the amount below one
minimum wage and for a period less than one month. Accordingly, as of January 8, 2021, most of the protection
mechanisms stipulated by the Law on Consumer Lending apply to payday loan borrowers. An important
novelty in the payday loan regulation is the lender’s obligation to calculate the real annual percentage rate
(RAPR) and include information about it in agreements and advertising materials.
Payday loan agreements are currently required to indicate the following:

the RAPR and the total loan cost for the consumer;

the procedure for loan repayment and payment of interest for using the loan,
including the number of payments, their amount, and frequency in the format of a
schedule of payments;

information about consequences of late payments, including the amount of penalties,
interest rate, other charges;

the procedure for early loan repayment.
The Law also bars payday lenders from including certain provisions into agreements:
- changes to the interest rate, the procedure for calculating the interest rate and the procedure for
interest payments which prejudice the consumer for violating his/her obligations;
- imposing fines and default interest for the same violation by the consumer of his/her obligation;
- restricting the consumer’s right to an early loan repayment in whole or in part at any time.

In general, after the crisis of 2014-2015, consumer lending2 in Ukraine increased at a rapid pace: during the
period from 2016 through 2019, the consumer lending growth rate was from 15 to 24% per year (the highest
growth rate was recorded in 2018). 2020 marked a slight decline – the volume of consumer lending at the end
of the year dropped 2% to UAH 170.7 billion. Notably, consumer lending is the fastest growing segment among
loans to households: in 2015 and 2016, consumer loans accounted for about 60% of the total volume of lending
to households; in 2019 and 2020, it exceeded 80%.

1

Short-Term Consumer Credit Provision, regulatory coverage and policy responses, Joint report by the G20 OECD Task
Force on Financial Consumer Protection, FinCoNet and the OECD International Network on Financial Education, 2019
2 According to the NBU classification, consumer loans do not include loans for the purchase, construction and
reconstruction of real estate (https://bank.gov.ua/ua/statistic/sector-financial/data-sector-financial#1ms )
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Diagram 1.1 Consumer Lending Volume in Ukraine, Balances as of the Year End,
2016-2020, in UAH mln
173,702

170,719

2019

2020

151,625
122,066
101,528

2016

2017

2018

In terms of loan tenure, more than half of all loans are for up to one year – they account for more than a half
of the volume of consumer loans for the second consecutive year, in 2019 and 2020.

Diagram 1.2 Consumer Lending Structure in Ukraine by Term, Balances as of the Year End,
2016-2020, %
over 5 years
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Loans made by financial companies account for about 15% of the total loans for up to 1 year — the outstanding
retail loans granted by financial companies reached UAH13.6 billion at the end of 2020.
According to NBU reports on the performance of financial companies in 20203, the number of financial
companies that hold valid licenses to lend funds, including on the financial loan terms, was 775. Compared to
2019, this is a 13% increase (as of December 31, 2019, 684 financial companies held valid licenses).
The rapid growth of lending by financial companies was first observed in 2017 when lending volume increased
more than 4.5 times. Since then, loan amounts by financial companies grew at a double-digit rate. There was
a 12% growth rate even in the crisis year 2020.

3

https://bank.gov.ua/ua/statistic/supervision-statist/data-supervision
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Diagram 1.3 Lending by Financial Companies, 2016-2020, in UAH mln
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Individuals are an important target audience for lending services of financial companies. Despite the fact that
retail loans accounted for just 20% of the total amount loaned, 95% of all loan agreements were made with
individuals.
One reason for the rapid development of financial companies is their availability online. For example, over the
first quarter of 2020, 80% of loan agreements were made remotely. 4 Under the conditions of quarantine, the
possibility to take out a loan remotely, without leaving one’s home, became a key growth factor in 2020.
Since payday loans previously were not included in the scope of the Law on Consumer Lending (due to
amounts, tenure of loans), they were not covered by earlier surveys conducted by the USAID Financial Sector
Transformation Project in 2017–2019. After amendments to the Law were adopted, and given the importance
of this consumer lending market segment, the Project decided to explore the practice of payday lending by
financial companies.
This survey of payday lending practices involves the following stages:
1. A basic survey to record the “As Is” state in November-December 2020 (before the scope of the Law
on Consumer Lending was extended to payday loans as of January 8, 2021);
2. A follow-up survey 3–4 months later (April-May 2021) to compare its findings with those of the basic
survey and assess the extent to which the payday loan market in Ukraine has improved or deteriorated
(after the scope of the Law on Consumer Lending was extended to payday loans).
The survey’s objectives are: to monitor real annual percentage rates and the total cost of loans; compare actual
loan costs against the declared ones; and analyze the treatment by financial companies of new and old clients
regarding interest rates. Other objectives are to analyze and assess compliance with the Law on Consumer
Lending and other laws and regulations in the field of consumer lending by the financial companies that offer
payday loans.

4

https://www.nfp.gov.ua/files/OgliadRinkiv/FK/FK_I_kv_2020.pdf
6

PAYDAY LOANS: THE CONSUMER EXPERIENCE
SURVEY OF SHORT-TERM, HIGH-COST LENDING IN UKRAINE

II

SURVEY METHODOLOGY

The basic survey consisted of the following parts:
MYSTERY SHOPPING
Specially trained employees of Info Sapiens visited branches of financial companies (in person and online),
posing as individuals interested in taking out a consumer loan. Mystery shoppers made 90 visits to 35 financial
companies, resulting in signed consumer loan agreements. 21 visits were made to the branches of five
financial companies in person, and 69 visits were made online (via websites of 31 companies). The average
amount borrowed by a mystery shopper was UAH 3,385; all loans were granted for up to one month. Within
3–8 days after the date of the agreement, mystery shoppers would repay loans ahead of schedule.
The “Mystery Shopper”
18 mystery shoppers were involved in the survey, with each one making 4–5 visits on average.
Different “mystery shoppers” in terms of gender, age, financial position, and employment status
were involved.
1.
2.
3.
4.

Women were more frequent visitors than men;
Mystery shoppers’ age — from 25 to 58 years;
Employment status — officially employed, unofficially employed, unemployed;
Average income (among employed individuals) — UAH10–12 thousand.

Survey sample
The financial companies selected for in-person visits were those that maintain the largest number of physical
branches in Ukraine’s cities with population of one million or more. Visits to 5 companies (2–6 visits each) were
made in 6 cities (Kyiv, Zaporizhzhia, Odesa, Kharkiv, Dnipro, and Lviv).
For online visits, financial companies that were selected had websites with the highest number of hits and
the highest number of unique visitors as of the survey start date. 25 out of 31 financial companies were visited
2–5 times. One visit (or more) was by a mystery shopper new client of the financial company, and a second
visit by a client who had a previous record of lending from the same institution. Four companies could not be
visited a second time because of the large number of refusals to mystery shoppers; and two companies were
visited once and twice by the customers who already had a record of lending with them.
Specifics of the survey’s field stage
1. Because of quarantine restrictions, some financial companies that operated offline (as physical branches)
had terminated these operations or shifted to online lending.
2. Mystery shoppers were denied loans without valid reasons in about 25% of all loan applications. This
occurred mainly online. Sometimes the loan was granted only on a second-to-fifth attempt (and such
companies are featured in the analysis), while in other instances, loans were denied by the companies
included in the initial sample.
3. Fifteen financial companies approached by mystery shoppers and included in the initial survey sample
denied loans to all mystery shoppers from Info Sapiens. As suggested by the researchers, the reason for
this may be that some of these companies in fact do not lend funds to borrowers and were founded in
order to collect, use and further disseminate personal data of potential borrowers. In some cases, refusals
were explained by technical faults on the lender’s side, thereby preventing the mystery shoppers from
obtaining a loan.
7
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DESK STUDY OF OUTCOMES OF THE VISITS AND AGREEMENTS
Outcomes of the visits were comprehensively analyzed, in particular for the advertising information obtained,
the information that could be obtained in writing (at the branches and/or on the lender’s website), and the
information provided by the consultants orally (at the branches and via messengers/telephone). One focus of
the analysis was for discrepancies between any such information and concluded agreements.
Agreements concluded by mystery shoppers were analyzed for their content and compliance with applicable
laws and regulations. The procedure for executing agreements in the format of electronic documents was also
examined. Agreements were analyzed for compliance with the Law on Consumer Lending, in order to permit
a comparison later with data from the planned survey to be performed in April-May 2021.
DESKTOP COMPARISON OF REAL ANNUAL PERCENTAGE RATES AND PAYMENTS UNDER LOANS
Real annual percentage rates and total loan costs were calculated, and the actual values determined by our
experts were compared with those indicated in the agreements. An analysis was performed of the way financial
companies calculated interest rates, and the difference in the cost of payday loans to new clients versus
returning, old clients of the company.

8
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III

SUMMARY OF KEY FINDINGS

ANALYSIS OF INTEREST RATES AND PAYMENTS
We examined the extent to which financial companies adhere to the statutory method for calculating the RAPR.
Our experts independently calculated the RAPR on the basis of the data contained in the agreements. Two
calculations were made, one based on the methodology of the now non-existent Financial Services Regulator
(FSR) and one using the NBU Methodology5.
According to the analysis, the RAPR specified in the agreements differed from that calculated under the
FSR Methodology in 69% of the cases. Most commonly, the agreement would stipulate a lower RAPR
compared to the one we calculated (48%). In 21% of the cases, the rate specified in the agreement was higher
than the one we calculated.

21%

The rate is the same
31%

The rate is too low: the calculated RAPR is higher
The rate is too high: the calculated RAPR is lower
48%

The average RAPR specified in the agreements was 559% per annum, whereas the average RAPR
calculated under the FSR Methodology was 510% per annum. The average RAPR calculated under the
NBU Methodology is more than 54,000% per annum. This huge disparity is due to methodology - the NBU
Methodology uses the compound interest formula (the formula of all future payments discounting on the annual
basis), whereas the FSR Methodology uses for such loans the simple interest formula.
As part of the survey, new and repeat (old) applications were also analyzed for the conditions of granting the
loans. New clients were generally loaned funds on better terms, i.e. at lower interest rates and under
promotional offers that make lending services look more attractive, but for repeated loans rates are increased.
As a result, consumers may have a distorted notion about the low cost of such loans and may be nudged to
borrow again.
According to our calculations, the payment paid by the mystery shopper during the early repayment of the loan
matched the terms and conditions of the concluded agreement during 78% of the visits. Discrepancies were
found during 22% of the visits: in 13% of the visits, a higher payment, compared to the one stipulated by
the terms and conditions of the agreement, was charged, and in 9% of the visits — a lower payment.

13%

The borrower paid more than envisaged by the agreement

9%
The borrower paid less than envisaged by the agreement

78%

The borrower paid the exact amount envisaged by the
agreement

5

The FSR Methodology was in force as at the date of the agreements, whereas the NBU Methodology became effective
on 02/13/2021, and the RAPR was therefore calculated under it in order to enable comparison of the findings with the
second wave of the survey
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ADVERTISING AND INTERACTION AT A PRE-CONTRACTUAL STAGE
Potential borrowers, who want to examine terms and conditions of loans, encounter difficulties. Loans
at 0% were announced at 13% of websites. Discrepancies were observed between advertising information
and provisions of agreements during 7% of the visits.
Prior to concluding the agreement, the mystery shoppers held preliminary consultations with representatives
of financial companies (in person, or online, or by telephone), as well as sought information on the financial
company’s website. Generally, potential borrowers could obtain information about the daily interest rate quite
easily. In contrast, details of the RAPR were available to potential borrowers only in half of the cases.
Financial companies often neglect the requirements of the Law on Financial Services, according to which
companies must provide clients with a certain amount of information prior to concluding an agreement.
Furthermore, in those instances when the necessary information was technically present on a website, it was
often hard for consumers to find it, as the websites would post such information in different sections or in a
very small font at the bottom of the website’s home page.
In 28% of the visits, there were discrepancies between the provisions of the agreement and the oral
information given by the consultants. Most often, the discrepancies concerned the amount of fine/default
interest, the nominal interest rate amount or the RAPR amount. During 23% of the visits, discrepancies were
also identified between the provisions of the agreement and the written pre-contractual information.
These discrepancies largely concerned penalties or other consequences of non-performance under the
agreement.
ANALYSIS OF THE AGREEMENTS
Almost all financial companies observed laws and regulations in effect as at the date of the
agreements. However, a number of clauses were identified that, as of January 2021, may be interpreted
as violations of the laws and regulations on consumer lending if such clauses remain unchanged. 73%
of the agreements contained one or more such clauses.
Current law violations

7%

Potential Law on Consumer
Lending violations*

73%

Risky terms for the borrower

97%

* Violations if an agreement was
entered into after January 8, 2021

Two out of 3 agreements (64%) contain clauses on raising the interest rate in case of non-performance
under an agreement. Imposition of fine and default interest for the same violation was found in one out
of five agreements (21%), whereas 12% of the agreements restricted the right to repay the loan early.
The agreements were also analyzed for presence of provisions that somehow or other entail heightened risks
for the borrower. Such clauses were not detected in a mere 3% of the agreements. In addition, 29% of the
agreements contain provisions that contradict each other or may be interpreted ambiguously.

10
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IV

ANALYSIS OF A PAYDAY LOAN COST

As part of the survey, the following information about interest rates and loan costs was analyzed:
 Annual and daily nominal interest rates and fees specified by lenders in the agreements, as well as
payments in favor of third parties;
 The RAPR specified by financial companies in their agreements;
 The RAPR, as calculated by analysts for timely repayment of the loan under two methodologies:
Under the FSR Methodology. This methodology was in effect at the time of the field phase of the
survey, but became invalid on 02/13/2021;
Under the NBU Methodology, which became effective on 02/13/2021, in order to enable comparison
of the findings with those of the survey’s scheduled second wave;
 Payments to be made in the event of a failure to repay the loan on time;
 Actual payments made by the mystery shoppers on the loan, and their conformity to the concluded
agreements.
ANALYSIS OF CONTRACTUAL NOMINAL INTEREST RATES, FEES AND PAYMENTS IN FAVOR OF
THIRD PARTIES
Most financial companies specify in the agreements the amount of annual and/or daily interest rate on the
loan. In 94% of the agreements that were analyzed, information about the annual nominal rate was specified,
in 97% — about the daily interest rate, and in 92% — both.
The nominal annual interest rates specified in the agreements were in the 0% to 1,095% per annum range,
while the daily interest rates — between 0% and 2.5% per day.

Diagram 4.1. Availability of information about annual and daily interest rates in the agreements
(N=90)
Availability of information about annual
interest rates

Availability of information about daily
interest rates

6%

3%

94%
97%

Yes

No

Yes

No

As a rule, a borrower was required to pay only interest under the agreement. Only 6% of the agreements
stipulated a payment by the borrower of certain commissions/fees (other than a fee for renewal and/or fee for
delay in repayment, which in fact constitutes a penalty). During one visit, fees in favor of third parties (for
insurance and legal services) were also paid.
ANALYSIS OF THE RAPR SPECIFIED IN AGREEMENTS
For the borrower, information about the nominal interest rate is not exhaustive, since such a rate does not
include a variety of commissions/fees that may be charged in favor of the lender or third parties. That is why
the Law on Consumer Lending prescribes that an estimated RAPR must be indicated in the agreements.
11
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Although it was not required by law at that time, a significant number of companies have already advised their
customers of the estimated RAPR — this information was specified in 76% of all agreements.
The spread in the RAPR indicated in the agreements for new clients is quite wide, varying between 0% and
1,095% per annum. It should be noted that a low RAPR is only indicated in the agreements with new clients,
and is generally typical of online loans. During repeated visits, the spread of RAPR values narrowed to
between 164% and 912% per annum.
CHECKING THE RAPR SPECIFIED BY FINANCIAL COMPANIES
In order to determine the correctness of the RAPR calculation by financial companies, analysts calculated the
RAPR payable by the borrower if loaned funds were used during the loan period. Two approaches were used,
namely:



the FSR Methodology
the NBU Methodology

Based on the findings of the analysis and checking of: 1) the nominal interest rate on the loan specified in the
agreement; 2) the RAPR specified in the agreement; and 3) the RAPR calculated by analysts, the following
conclusions can be made:
Under the FSR Methodology
In the instances where the RAPR was indicated in the agreement (68 visits or 76% of all visits), the RAPR
calculated by analysts matched the RAPR specified by the financial institution in 31% of the agreements.
Accordingly, discrepancy in the RAPR under our calculations and lenders’ calculations were noted in 69% of
the cases. Of this, the agreement more frequently stipulated a lower RAPR compared to the one calculated
by us (48%). In 21% of the cases, the rate specified in the agreement was higher than the one calculated by
us.
Frequently, these discrepancies were due to the fact that both the day of granting and the day of repaying the
loan were counted when the amount due under the agreement was calculated, whereas, according to the FSR
Methodology, the number of days that follow the date of granting the loan should be included. Another reason
for differences between rates were additional charges that companies sometimes fail to include when
calculating the contractual RAPR. Errors are made occasionally by ignoring the specifics of the agreements;
for example, in four instances during the first visits, the contractual RAPR was still calculated on the basis of
the daily rates above 2%, although the contractual nominal daily rate was 0.01% or 0.001%.
The average RAPR specified in agreements was 559% per annum, whereas the average RAPR
calculated by us during the survey — 510% per annum.
Average RAPR under payday loans in Spain, Romania and Ireland* — 2,543% per annum.
Average RAPR in our calculations:
- using the FSR Methodology — 510% per annum,
- using the NBU Methodology — 54,354% per annum.
Maximum RAPR in Spain, Romania and Ireland* — 30,341% per annum.
Maximum RAPR in our calculations:
- using the FSR Methodology — 1,095% per annum,
- using the NBU Methodology — 844,442% per annum.
* Finance Watch, Consumer credit market: malpractices uncovered (an in-depth study of
consumer credit markets in Spain, Romania and Ireland and what it means for the
Consumer Credit Directive review), 2021

Under the NBU Methodology
Given the change to the RAPR calculation methodology (a shift from the FSR Methodology to the NBU
Methodology), we also calculated the RAPR value under the NBU Methodology and compared it to the one
calculated under the FSR Methodology. The values calculated according to the NBU Methodology are much
12
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higher: where the average RAPR calculated under the FSR Methodology is 510% per annum, it exceeds
54,000% per annum under the NBU Methodology. This is because the NBU Methodology uses the
compound interest formula (the formula of all future payments discounting on the annual basis), whereas the
FSR Methodology uses for such loans the simple interest formula.
Table 4.1 Checking RAPR values (specified in agreements6 vs calculated by analysts under the FSR and
NBU Methodologies)
RAPR
Company
Company 17
Company 2
Company 3
Company 4
Company 5
Company 6
Company 7
Company 8
Company 9
Company 10
Company 11
Company 12
Company 13
Company 14
Company 15
Company 16
Company 178
Company 18
Company 19
Company 209
Company 21
Company 22
Company 23
Company 24
Company 25
Company 26
Company 27
Company 28
Company 29
Company 30
Company 31
Company 32
Company 33
Company 34
Company 35

Specified in the agreement

Checked under the FSR
Methodology

Checked under the NBU
Methodology

83.95%
208.05%
245.77%
246.45%
312.93%
313.90%
328.38%
330.33%
339.45%
346.75%
348.58%
365.00%
365.00%
368.25%
458.08%
463.55%
478.11%
478.15%
553.87%
608.94%
638.75%
640.50%
649.83%
657.00%
658.77%
693.50%
726.35%
730.00%
730.00%
730.00%
732.00%
832.43%
848.63%
891.93%
912.50%

87.43%
208.42%
258.12%
245.78%
312.08%
313.90%
328.75%
344.08%
369.78%
362.18%
348.58%
365.00%
365.00%
368.09%
756.19%
463.55%
142.64%
478.15%
657.00%
649.54%
638.75%
543.58%
673.90%
657.00%
766.89%
725.24%
726.35%
730.00%
851.67%
775.80%
676.25%
885.75%
848.63%
516.05%
952.17%

205%
602%
20,021%
14,753%
10,029%
10,303%
8,607%
14,179%
23,667%
2,544%
17,069%
16,033%
17,383%
13,067%
81,539%
18,988%
10,272%
7,119%
26,220%
71,496%
20,059%
12,583%
24,600%
25,238%
98,430%
34,423%
38,001%
44,252%
289,442%
79,671%
25,559%
116,594%
430,976%
61,513%
173,398%

6

For those agreements where the RAPR was not indicated, the table shows the nominal annual rate specified in the
agreement or the daily rate multiplied by 365
7 This colour indicates companies that lent online
8 This colour indicates companies that lent offline
9 This company provided both online and offline loans
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Diagram 4.2. The nominal interest rate and RAPR specified in the agreement vs the RAPR
calculated by analysts under the FSR Methodology (N=90)
1200%
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900%
800%
700%
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400%
300%
200%
100%
0%
Nominal annual rate

RAPR indicated in the agreement

Calculated RAPR

The diagram 4.2. shows rates for each visit sorted by the difference between the RAPR calculated by us and
indicated in the agreement. Approximately one fifth of the agreements provides for the RAPR that is lower than
the one calculated by us (see also the diagram 4.3). For one third of the agreements there is no discrepancy.
For the remaining agreements the calculated RAPR is higher than the one in the agreement. For those
agreements where the RAPR was not indicated, the diagram shows zero.

Diagram 4.3. Percentage of agreements where the RAPR specified therein matches the RAPR
calculated by analysts under the FSR Methodology (N=68)

21%

Match
31%

No match — the calculated RAPR is higher
No match — the calculated RAPR is lower

48%
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Diagram 4.4. The RAPR calculated under the FSR Methodology vs the RAPR calculated under the
NBU Methodology (N=88*)
* the RAPR was 0% during two visits and therefore cannot be displayed on a logarithmic chart
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● RAPR calculated under the NBU Methodology

The diagram 4.4 shows the data on the RAPR calculated under the NBU and the FSR Methodologies, sorted
by the difference between them. In approximately 75% of the agreements, this difference equals to hundreds
of percentage points. In 6% of the agreements the difference is absent, and in 20% of the agreements the
difference is recorded at the level of 0.06-5.10 of percentage points.
COMPARATIVE ANALYSIS OF INTEREST RATES FOR NEW AND RETURN CLIENTS
One of the key criteria that affects the interest rates on loans is the user’s record of dealing with a particular
financial company. Two types of visits were analyzed: new and return clients. Findings show that new clients
were mostly loaned funds on better terms (in visits to 71% of the companies), namely:
-

A lower interest rate is offered for new clients of a financial company (for the entire loan term or for a
certain period);
Other promotional offers are available, allowing the client to reduce the total loan cost, such as a
UAH300 discount when repaying the loan, or 3 days of free-of-charge use.

This appears to be a common lending practice For example, whereas one borrower was offered a daily rate
that was close to zero (0.01%) on the first visit, it jumped to 1.5% during the second visit. In the context of
comparison between nominal annual interest rates, the difference is even more striking: 3.65% per annum on
the first visit and 547.5% per annum on a return visit as stated in the agreement, while the RAPR calculated
by us in these instances was 3.65% and 739% per annum, respectively. As a result, consumers may have a
distorted notion about the low cost of such loans and may be nudged to borrow again.
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Table 4.2 Average RAPR under the FSR Methodology
Company

Average RAPR (calculated)
Online visits

Offline visits

87%

Company 1
Company 2
Company 3
Company 4
Company 5
Company 6
Company 7
Company 8
Company 9
Company 10
Company 11
Company 12
Company 13
Company 14
Company 15
Company 16
Company 17
Company 18
Company 19

143%
208%
246%
258%
312%
314%
329%
344%
349%
362%
365%
365%
368%
370%
464%
478%
516%
544%
639%
391%
657%
657%
674%

Company 20
Company 21
Company 22
Company 23
Company 24
Company 25
Company 26
Company 27
Company 28
Company 29
Company 30
Company 31
Company 32
Company 33
Company 34
Company 35

779%

676%
725%
726%
730%
756%
767%
776%
849%
852%
886%
952%

New

Return

4%
0%
208%
4%
4%
4%
4%
16%
4%
4%
380%
4%
4%
184%
0%
4%

171%
712%

395%
485%
639%
585%
657%
657%
629%
621%
727%
726%
730%
563%
779%
1,095%
852%
803%
952%

730%
767%
621%
624%
642%
684%
694%
344%
726%
726%
552%
740%
694%
478%
758%
602%
779%
657%
719%
732%
722%
726%
949%
767%
773%
602%
852%
969%
952%

In 60% of the companies (3 out of 5) visited by the mystery shoppers offline, nominal interest rates were the
same during both the first and second visits. One company that lends offline sometimes offered its new clients
the same rate as during return visits, while in other instances its new customers were given a lower rate.
Only 19% of the companies offered the same rates for the first and subsequent payday loans during online
applications. In one company, the nominal annual rate was 493% higher on the first visit than on the second
one. In other companies, nominal rates are lower on the first loan than during subsequent applications to the
institution, the difference being dozens and sometimes hundreds of percent.
This contrast between new and return customers is typical not only of nominal interest rates, but also of the
RAPR.
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Diagram 4.5. The RAPR calculated under the FSR Methodology — new clients vs return clients
(number of companies, N=35)
1600%
800%
400%
200%
100%
50%
25%
13%
6%
3%
2%
1%
0%
0%
The RAPR calculated during the first visit

The RAPR calculated during the return visit

ANALYSIS OF PAYMENTS CHARGED ON OVERDUE DEBT
Financial companies lend to a rather risky segment of borrowers, such as individuals with bad or no credit
history, without proven income, unemployed persons, etc. Financial companies accordingly expect right from
the start that the loan granted by them would not be repaid promptly and stipulate various sanctions for a
failure to repay the loan on schedule. Lenders often impose several types of liability simultaneously. For
example, the lender would often charge a fine and a default interest (21% of the visits), including a combination
of a fine, a default interest, and a higher interest
rate (16% of the visits).
Notably, the consequences of untimely repayment
significantly differ for new customers compared to
those who have previously applied to the same
financial company. The differences concern both
higher interest rates for failure to repay the loan
on schedule and the amount of default interest to
be paid by the borrower in the event of overdue
debt.

In Latvia, only 65% of consumers repay short-term debt on time.
In Ireland, 25% of customers of short-term high-cost credit
providers reported experiencing difficulties making repayments in
the previous 18 months.
Short-Term Consumer Credit Provision, regulatory
coverage and policy responses, Joint report by the G20
OECD Task Force on Financial Consumer Protection,
FinCoNet and the OECD International Network on
Financial Education, 2019
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Diagram 4.6. Example of differences in the costs incurred by the borrower taking out a UAH1,000
loan for 30 days (one agreement used as example)
Total loan cost:
UAH2,827

YES

YES
Loan 30 days
overdue

NO
Total loan cost:
UAH1,030

New client

YES
NO

Total loan cost:
UAH3,520

Loan 30 days
overdue

NO
Total loan cost:
UAH1,660

In the event of overdue debt, the amount to be paid by the borrower increases significantly compared to the
amount payable by the borrower who discharges his/her obligations promptly.

Diagram 4.7. Loan cost as exemplified by one agreement

SMS for overdue payment
(UAH12 each)

Payment overdue

Higher interest rate for
overdue payment
(4% per day)

Higher interest rate after the
payment is 30 days overdue
(6% per day)

Interest rate for using
the loan
(2.2% per day)

TOTAL COST

Fee for servicing the
loan
(0.2% per day)

Fee for servicing the
personal account at
UAH10 per week

Loan issuance fee
at 2.5% of the loan,
but at least UAH100
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ANALYSIS OF LOAN PERIOD CALCULATION BY FINANCIAL COMPANIES
The FSR Methodology stipulates a clear algorithm for calculating the real annual percentage rate, according
to which the term of using a consumer loan shall be calculated from the day following the date of granting
funds under the agreement to the consumer until the date of repayment of such loan (full repayment of the
principal amount), as stipulated by the agreement. However, financial companies often ignore this and include
the actual date of granting funds in the calculation. Such instances were identified during 48% of the visits.
Furthermore, a two-day difference between the institution’s calculations and the actual period of using the loan
was recorded in one of the visits. Because of such actions by financial companies, borrowers overpay for the
actual term of using the loaned funds.

Diagram 4.8. Differences in the number of days for which interest is calculated for the borrower,
N=90

One-day difference
48%

51%

Two-day difference

No difference
1%
ANALYSIS OF CONFORMITY OF ACTUAL LOAN PAYMENTS MADE BY THE MYSTERY SHOPPERS TO
THE TERMS AND CONDITIONS OF THE CONCLUDED AGREEMENTS
According to our calculations, the payment made by the mystery shopper at early repayment of the loan
matched the terms and conditions of the concluded agreement during 78% of the visits. Discrepancies were
discovered during 22% of the visits, namely:
- in 13% of the visits, a higher payment, compared to the one stipulated by the terms and conditions of the
agreement, was charged. This was largely due to the fact that the interest was charged both for the day of
granting and for the day of repaying the loan, although the agreement provided otherwise. In some cases, the
amount was rounded up in the lender’s favor and, during one visit, an interest was charged for the entire loan
term instead of the actual period of use, although the terms and conditions of the agreement stipulated payment
for the actual period of use;
- in 9% of the visits, lower charges, compared to those stipulated by the terms and conditions of the agreement,
were recorded. In some cases, the amount was rounded down in the borrower’s favor. During other visits,
interest was charged for a shorter period of use compared to the one stipulated by the agreement. During one
visit, the borrower used a promotional code to receive a discount during repayment, although the agreement
did not provide for any reduction in the amount due.

Diagram 4.9. Conformity of actual payments to contractual terms and conditions, N=90

13%
9%

Higher payment is charged compared to
contractual terms
Lower payment is charged compared to contractual
terms

78%

Correct payment charged
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V

ANALYSIS OF CONSUMER LOAN ADVERTISING

Vivid, cheerful, catchy — this is how a typical commercial or a billboard advertising a financial company loan
could be described. But does such advertising convey the information necessary to make a decision about
taking out the loan? Is it true, or just an attractive lure to catch a fish?
To answer these questions, two types of information were collected and analyzed as part of this survey:
1) Advertising materials received when visiting in person the offices of financial companies that lend offline
(booklets, calendar cards).
2) Information presented on the websites of
financial companies that lend online. Under Article
8 of the Law on Advertising, information posted on
the website of the financial company that lends
online is not regarded as advertising 10. For the
purposes of this survey, we accepted for analysis
such information on the financial companies’
websites that the consumer is likely to perceive as
advertising, i.e. information about terms and
conditions of loans, presented in bright colors
and/or with images and/or with the cost of loan
highlighted in much larger fonts; and we assumed
that this information was posted on third-party
resources (another website, social network, etc.) 11.

A screenshot of sample information posted on the websites of
financial companies that lend online

STATUTORY REQUIREMENTS FOR CONSUMER LOAN ADVERTISING
Under Article 7 of the Law on Consumer Lending, if consumer loan advertising refers to an interest rate or any
other details relating to total loan expenses, such advertising should contain standard information. Starting
from January 8, 2021, standard information in payday loan advertising includes details of:
 maximum loan amount;
 the RAPR amount;
 maximum loan term.
An important provision of the Law on Consumer Lending prohibits informing the consumer about an
interest-free loan or a loan at zero interest. There is also the obligation to use uniform font size for standard
information and to present it in the main body of advertisements.
MATERIALS PROVIDED DURING OFFLINE VISITS
Our mystery shoppers were given advertising materials (booklets, calendars) during four of 21 visits, i.e.
lenders are not very keen on handing out their printed products. Analysis of this advertising shows the
following:
 Two of the four materials contained information about the daily interest rate and about the RAPR,
although this information was presented in a smaller font size compared to that about the maximum
loan amount;
 All advertising materials contained information about the maximum loan amount, and all but one
indicated the maximum loan term.

10

Article 8.8 of the Law on Advertising stipulates that placing information about the manufacturer of the goods and/or
goods in places where the product is sold or provided to the consumer shall not be regarded as advertising
11 In section 8 we offer changing this and extending the advertising rules of the Law on Consumer Lending to information
posted on lenders’ web-sites
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MATERIALS AVAILABLE ON THE WEBSITES OF FINANCIAL COMPANIES THAT LEND ONLINE
Materials posted on 16 websites of financial companies were analyzed. In this section, a website, rather than
a visit or a company is regarded as a unit of analysis (this is because similar information was collected during
multiple visits to the same website, and some companies maintain multiple lending websites under different
trademarks).
Availability of information about the loan cost and visual aspect of the materials
All the materials except one contained information about the loan cost. Most often they referred to the daily
interest rate as well as various promotional offers (intended mainly for new customers), such as:
 0.01% per day on the first loan;
 loan at 0.1%, lower lending rates with each subsequent loan;
 all loans at 1%.
Information about the maximum loan amount is posted right next to such catchy loan cost by half of the
websites. None of the websites gives there information about the real annual percentage rate and the
maximum loan term.
Varying font sizes were used throughout. Larger fonts are used to display information about promotional
percentage rates (or promotional offers in general), whereas much smaller, footnote format fonts are used for
other conditions for granting a loan.
Interest-free loans
Loans at 0% were announced at 13% of websites. One of the companies, for example, uses the wording
“Loans start at 0%,” but the RAPR of 1,095% per annum is stipulated in an agreement concluded with it.
Another 69% of the websites indicate rates that are very close to zero, for example, 0.01% per day or 0.1%
per day. These rates are frequently referred to as promotional, offered on first loans by new borrowers.

Diagram 5.1 Presence of information that the loan is provided at 0 percent or at a rate close to 0%
in advertisements (% of the websites with advertising information, N=16)

19%

0.01% was shown
0.1% was shown

13%

50%

0% was shown
no such info

19%

DISCREPANCIES BETWEEN ADVERTISING INFORMATION AND CONCLUDED AGREEMENTS
Discrepancies were observed between advertising information
and provisions of agreements during 7% of the visits. For
example, the “Promotional rate of 0.47% per day” was
advertised on a website, although two signed agreements
stipulate the daily interest rate of 0.57%. In two other cases, the
website advertised “online loan at 0.1%,” failing to indicate that
0.1% applied only to the first 5 days of the loan.
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VI
INTERACTION OF THE CONSUMER WITH THE FINANCIAL
COMPANY AT A PRE-CONTRACTUAL STAGE
For consumer protection and responsible lending, it is essential that the consumer be provided with information
about the financial company and the loan terms prior to concluding an agreement. At this pre-contractual
stage it is especially important that meaningful information is exchanged so that consumers are able to
consider and assess terms and conditions of a future loan, its consequences and associated risks. Importantly,
the provision of pre-contractual information allows consumers the opportunity to compare credit products from
various lenders and make an informed decision on taking out a loan. Collection by the lender of information
about the consumer, in particular about his/her income, so that the lender could assess the borrower’s ability
to repay the loan, is also an important aspect.
The following pre-contractual information was analyzed during the survey:
 Information provided by the consumer to the financial company while filling in an application for a loan,
and information obtained by the consumer while communicating with consultants face to face or
remotely (via messengers and telephone);
 Any written information available on the financial companies’ websites (both for online and offline
visits);
 Any written information provided by representatives of the financial companies during visits to their
branches (for offline visits).
OBTAINING INFORMATION FROM A BORROWER
During each visit, mystery shoppers provided the lender with information that, in the financial company’s
opinion, was a prerequisite for granting a loan. A significant difference was observed between the clients’ first
and subsequent visits to the same institution. For example, almost all financial companies inquired from their
new clients about the following: employment status, income, amount and term of the desired loan. Whether
new clients had any experience of doing business with a financial company was asked only in one of five
cases. During subsequent visits, any questioning almost universally focused on the amount and term of the
desired loan, whereas other questions were asked only in about 20% of cases or even less frequently. This is
primarily due to the fact that financial companies store historical data on their customers and therefore already
possess the necessary information. A borrower only has to confirm the relevance of information, which can be
done either by a single click in the case of an online loan or by ticking a box in the questionnaire to confirm the
relevance of the previously provided information when applying for a loan offline.

Diagram 6.1 Information requested by consultants prior to processing a loan (% of companies’ new
clients, N=52)
Desired amount of loan

100%

Employment status/years of service / employer

98%

Desired term of loan

96%

Level of personal income

96%

Purpose of the loan
Prior experience with this company
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As for the assessment of the consumer’s creditworthiness, the consultant informed the mystery shopper in the
course of almost all offline visits that the borrower’s creditworthiness would be assessed by calling the contact
persons/employer. Such an assessment was performed during about half of offline visits and usually involved
new clients (two-thirds of the visits by such clients) rather than those who applied for a second loan from the
company. In 9% of online visits, calls were also made to contact persons specified by the borrower when
applying for a loan.
CONSULTATIONS PROVIDED TO THE BORROWER AND AVAILABILITY OF INFORMATION ABOUT
ESSENTIAL TERMS AND CONDITIONS OF THE LOAN
Mystery shoppers sought advice from the financial companies’ employees about detailed terms and conditions
for granting a loan. While consultations took place in person during physical visits to the branches, they were
predominantly held in the format of communication via messengers and telephone in the case of online lending.
Information about percentage rates
In 90% of offline visits, the consultant provided the borrower with
information about the nominal interest rate (as a daily rate in most
cases). This information was also almost universally available to
mystery shoppers during online visits: it could be easily found on
the website in 52% of cases; it was provided by consultants via
messengers, chat rooms or telephone in 43% of cases; and only in
rare cases became accessible only upon submitting a loan
application.

Consultants say:
“For payday loans, a daily percentage rate
applies. Annual rates are never calculated”
“We never calculate the annual rate, because
this is a 30-day loan”
“There is no such thing as the RAPR,
because the term of the loan is 15 days
maximum”

Unlike information about daily rates, information about the RAPR
was not always available — only during 54% of all visits.

Diagram 6.2 Availability of information about the RAPR
RAPR was accessible (online visits, N=69)

RAPR was disclosed by the consultant
(offline visits, N=21)

46%

41%

38%

62%
13%
Yes — available on the website
Yes — disclosed by the consultant
No — unavailable

Yes

No

Information about consequences of delays in loan repayment
The overwhelming majority of financial companies’ consultants (during both online and offline visits) provided
information about consequences of late payments. They mostly focused on the amount of fines, default interest
and higher interest rate for late payments. However, attention was drawn in certain cases to the possibility of
assigning debt to third parties/ transferring debt to collectors for recovery.
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Diagram 6.3 Availability of information about consequences of delays in loan repayment
Information about amount of consequences
for late payment was available (N=90)

Information about consequences of delays
in loan repayment was available (N=90)

31%

Yes

52%

48%

69%

Yes

No

No

Discrepancies between oral information and concluded agreements
In 28% of the analyzed visits, discrepancies were found between the agreement and oral information
provided by consultants in person or remotely (in the process of communicating via messengers or telephone).
The discrepancies most often related to the following:
 amount of penalty (fine, default interest). Consultants either claim that such sanctions do not exist,
despite being stipulated by the agreement, or provide incorrect figures;
 the nominal interest rate amount;
 the RAPR amount (7% of visits).
ANALYSIS OF WRITTEN PRE-CONTRACTUAL INFORMATION
Analysis of information on the financial companies’ websites in terms of compliance with the Law
on Financial Services
Article 12.2 of the Law on Financial Services contains a list of information that the company must provide to
the client prior to concluding the agreement. In this chapter, a website, rather than a visit or a company is also
regarded as a unit of analysis. Our analysts found on 19 of 41 websites (46%) all the information that the
company must provide prior to entering into an agreement under this Article. For example, contact information,
details of state registration, as well as information about the inclusion of the company in the register of financial
institutions may be found on the websites of all financial companies.
Virtually all companies inform about the lender being allowed to grant loans, and in many instances contact
details of the authority in charge of state regulation of the lender are also available. Also, the borrower is
generally able to review information about fees or other expenses that must be paid (this information, however,
is often quite concise — for example, only a daily interest rate is indicated).
Requirements of Article 12.2 of the Law on Financial Services, which are most often neglected when posting
information on the website, include the following:
 Availability of guarantee funds or compensation schemes that operate, if any, according to laws and
regulations;
 Information that the fixed interest rate may not be changed under the agreement without the
consumer’s written consent;
 The procedure for making amendments and modifications to the agreement;
 The right of the client to withdraw from, suspend, and terminate the agreement.
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Diagram 6.4 Availability of information under the Law on Financial Services (N=41)
Lender’s contact details

100%

Information about its state registration

100%

Information about its inclusion in the register of financial
services

100%

Information about its right to provide the respective
financial service

93%

Contact details of the authority in charge of state
regulation of the lender

85%

Total amount of fees and other expenses, or the
procedure for their determination

83%

Possibility of, and procedure for out-of-court consideration
of consumer complaints

83%

Information about the right to withdraw from the
agreement and the period when this right may be used

73%

Information about the right to terminate the agreement, as
well as consequences of such actions

73%

Information about the procedure for amending or
modifying the agreement
Information that the fixed interest rate may not be
changed without the consumer’s written consent
Information about availability of guarantee funds or
compensation schemes

68%
63%
61%

A key problem of information posted on websites is the relative complexity of finding it. Quite often,
information is placed in different sections, sometimes a portion of it is only available in a very small font at the
bottom of the website’s home page. Our analysis shows that although, from a formal viewpoint, information is
present on the website, consumers’ access to it is complicated in many cases.
No significant differences were found in the context of comparison between the websites of companies that
lend online and the websites of those that have physical branches. Presence or absence of such information
is determined by the internal policy of each institution, rather than by the method of granting funds.
Analysis of consumer loan passports available at the websites of financial companies or received
in a branch
Although the requirement to provide a consumer loan passport does not apply to payday loans the borrower,
in 43% of online visits, found a consumer loan passport or similar detailed information about the terms and
conditions of a future loan on the website, whereas during another 15% of such visits, the borrower received
in his/her personal account on the website a passport together with the agreement. As for offline lending, in
19% of visits to the branches, the borrower, at the time of signing the agreement, was provided with a consumer
loan passport that he/she could take with him/her. During 57% of offline visits, the passport was provided for
reviewing and signing at the branch, but was not allowed to be taken outside.
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Diagram 6.5 Number of visits when the borrower had the opportunity to review the consumer loan
passport or other detailed written pre-contractual information about terms and conditions of the loan

Availability of consumer loan passports
during online visits (N=69)

Availability of consumer loan passports
during offline visits (N=21)

24%
42%
58%
76%

Passport available

Passport available

Passport unavailable

Passport unavailable

Analysis of the content of the passports/detailed descriptions of the loan terms and conditions given to
borrowers or available on the website, shows that they mostly contain key information that is necessary to
make comparison between various loan offers, i.e. information about the loan amount, term, estimated total
cost, nominal interest rate and the RAPR.

Diagram 6.6 Availability of information in passports (N=44)
Loan amount

100%

Loan term

100%

Manner of granting the loan

100%

Estimated total cost of the loan

100%

Type of interest rate

100%

Total loan expenses

100%

Interest rate

98%

Estimated RAPR

95%

Purpose of the loan

91%

Accessibility of draft agreements
During virtually all online visits (94%), the borrower was able to download an agreement template from the
financial company’s website before signing the agreement (i.e. without initiating the process of entering into
the agreement). As for offline visits, the mystery shopper was handed a draft agreement for signature in all
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instances, without providing a template for prior examination, although the borrower, during half of these visits,
was also able to download the agreement template from the website.
Discrepancies between written pre-contractual information and concluded agreements
In 23% of the analyzed agreements, discrepancies were found with written pre-contractual information
provided to mystery shoppers. Such differences were more frequently detected when obtaining online loans
than offline ones.
These discrepancies largely concerned penalties or other consequences of non-performance under the
consumer loan agreement. Financial companies often fail to include complete information about all applicable
consequences of non-performance (for example, while stipulating a fine, they fail to specify default interest; or
omit fines that are imposed for failure to discharge certain nonpayment obligations).
In rare cases, discrepancies relating to the following issues were observed:
 Discrepancies concerning the nominal interest rate amount;
 Differences in the definition of payments (for example, what is referred to as default interest in the
passport is defined in the agreement as the interest rate for using the loan in excess of its term);
 Discrepancies concerning the estimated total cost of the loan.
Another interesting case is the matter of mandatory
additional services when an agreement was concluded
with one of the financial companies. Lenders generally do
not require that borrowers buy a life or health insurance for
payday loans — this demand was made during only one
out of 90 visits. It was stated in the passport that the
services of the insurance company are not required when
concluding an agreement, although the client was in fact
forced to buy insurance without being given the opportunity
to choose from among three insurance companies. During
the same visit, the borrower also signed an agreement for
legal services, although the nature of these services is not
entirely clear.
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Mystery shopper says:
“All information, other than about the existence of
insurance and legal fees, is available on the website.
Finding out about insurance and legal fees is only
possible when filing an application via one’s personal
account. The cost of legal fees (UAH169) and
insurance (UAH129) is included in the loan principal
(UAH4,298, of which UAH4,000 were credited to the
card). The consultant said that legal services and
insurance can be waived, but the ‘ticks’ in the
respective boxes cannot be canceled. As the
consultant told me, to waive these services, the call
center must be contacted.”
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VII

ANALYSIS OF PAYDAY LOAN AGREEMENTS

The mystery shoppers concluded 21 agreements in paper form and 69 agreements in an e-document form.
The concluded agreements were analyzed according to the following criteria:
 Observance of the procedure for concluding an agreement in an e-document form, as stipulated by
the Law of Ukraine on Electronic Commerce;
 Presence in the agreement of information that is required under the Law on Financial Services and
that will be required under the amended Law on Consumer Lending;
 Presence of terms and conditions that violate the borrower’s rights under the Law on Financial
Services and the Law on Consumer Protection, and those that would be illegal if the Law on Consumer
Lending were applied to such an agreement;
 Presence of provisions that entail certain risks for the borrower or establish an imbalance of contractual
rights and obligations to the borrower’s prejudice;
 Presence in the agreement of provisions that contradict each other or may be interpreted ambiguously,
as well as provisions that contradicted the advertising, the obtained oral or written pre-contractual
information.
ANALYSIS OF THE ONLINE PROCEDURE FOR CONCLUDING AGREEMENTS
Online lending is developing dynamically in Ukraine. According to the latest official data for Q1 2020, 80% of
loan agreements were concluded by financial companies remotely12. According to information from the
National Bank of Ukraine, this is resulting in complaints by borrowers who believe that the financial company
has failed to comply with the requirements for processing the loan agreement online13.
69 agreements concluded with 31 companies were analyzed for observance of the procedure for entering into
agreements in the form of an e-document. All but one financial company go through all the required steps, as
stipulated by laws and regulations, to conclude such an agreement. On each but one company website the
process of concluding an agreement looks as follows:
The client is identified in the information and telecommunication system (ITS) (usually in the format of
registration on the lender’s website by using an e-mail address or a telephone number and a unique
password);
The client provides all the necessary information so that the financial company could develop an
appropriate offer to the client;
The client obtains an individual offer via the ITS, containing essential terms and conditions of the loan
agreement;
The client accepts the proposal to conclude an agreement by sending an SMS and signing the SMS
electronically (usually in the format of an SMS one-time password);
Confirmation of an electronic transaction is received in the form of an e-document — an electronic
agreement.
When concluding two agreements with one company, all steps but the last one were taken: the borrower
received no confirmation of the electronic transaction.
Required information present in the agreement
Almost all the agreements (97%) contained all the information that had to be included in a financial
services agreement under the Law on Financial Services. Information about the term of the agreement
was missing in one agreement, and the client’s residential address was not specified in two agreements.
Agreements have also been analyzed for inclusion of provisions stipulated by Article 12 of the Law on
Consumer Lending, in order to be able to compare, during the second wave of survey (after payday loans
12

https://www.nfp.gov.ua/files/OgliadRinkiv/FK/FK_I_kv_2020.pdf
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came within the scope of the Law), whether more companies began to include relevant clauses in their
agreements.
Findings of the analysis show that even before the scope of the Law on Consumer Lending was extended
to cover payday loans, many financial companies provided in their agreements all or almost all the information
required by this Law. Thus, 49% of the agreements contained all the information, from the lender’s name
to the consumer’s consent to access his/her credit history.
Among the information that was most frequently missing in the agreements is the estimated RAPR (missing in
24% of the agreements), the estimated total cost of the loan (missing in 16% of the agreements), and the
procedure for repaying a loan and paying interest for using a consumer loan, including the number of
payments, their amount and frequency in the format of a schedule of payments (missing in 9% of the
agreements). This significantly complicates the borrower’s understanding of his/her payment obligations, and
as a result, increases the risk of default.
On a positive note, the consequences of delays in the discharge of contractual obligations were stipulated in
all the agreements, while the procedure for early repayment of the loan was described in 96% of the
agreements.

Diagram 7.1 Required information under the Law on Consumer Lending, which was missing in the
agreements (N=90)
24%

Estimated real annual percentage rate

20%

Purpose of the loan

19%

Type of interest rate

18%

Procedure for, and conditions of waiving the loan

16%

Estimated total cost of the loan for the consumer

9%

Procedure for loan repayment and payment of interest

7%

Consent to access to credit history
Procedure for, and conditions of withdrawing from the
loan
Procedure for early repayment of the loan

6%
4%

CLAUSES THAT MAY BE CONSIDERED AS VIOLATIONS OF LAWS AND REGULATIONS UNDER THE
LAW ON FINANCIAL SERVICES AND THE LAW ON CONSUMER PROTECTION
Agreements were analyzed in terms of observance of the Law on Financial Services and the Law on Consumer
Protection. As a result, it was established that almost all the financial companies observed these laws. In
particular, only 2% of the agreements stipulated, in violation of the prohibition under Article 6 of the Law on
Financial Services, the lender’s right to increase the fixed interest rate unilaterally without the borrower’s
consent.
7% of the agreements (all of them concluded with the companies that lend online) contain requirements for
payment by the borrower of a disproportionately large amount of compensation (more than 50% of the cost of
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the service) in the event of failure to discharge his/her obligations under the loan agreement. Under Article 18
of the Law on Consumer Protection, this is an unfair clause that should be left out of the agreement.
Example 1. Example of a requirement for payment of a disproportionately large amount of
compensation in the event of failure to discharge obligations under the loan agreement
If the Borrower, as at the time of entering into the Loan Agreement, was entitled to benefits of non-accrual
of interest for using the loan, of interest on an overdue loan, of penalties (if any), as stipulated by the Law
of Ukraine on Social and Legal Protection of Military Servicemen and Their Family Members, and has failed
to notify the Lender of such benefits, the Lender shall be entitled to demand from such Borrower a fine that
is double the amount of the Loan for provision, in the course of identification, of false information about
his/her personal details, employment, occupation, etc.
In the event that the Borrower becomes entitled to such benefits during the term of the Loan Agreement,
he/she shall be required to notify thereof the Lender in writing within 3 (three) calendar days and to provide
supporting documents. In the event of failure to provide these documents, the Lender shall be allowed to
demand from such Borrower payment of a fine in the amount of the Loan for late provision of information
that is essential for commercial legal relationship.

CLAUSES THAT MAY BE CONSIDERED AS VIOLATIONS OF LAWS AND REGULATIONS UNDER THE
LAW ON CONSUMER LENDING
From January 8, 2021, the Law on Consumer
Lending applies to payday loans. Although
compliance with the provisions of the Law was not
required at the time of the survey, analysis was
performed of the degree of financial companies’
compliance with new laws and regulations. Those
clauses that may be interpreted as violations of the
Law on Consumer Lending are examined below.
73% of the agreements contained one or more
such provisions.

Recommends that Adherents prohibit or make null and void unfair
contractual terms in consumer credit contracts, including:
(1) clauses which enable the creditor in cases where the consumer
falls behind in his payments to charge penalty rates of interest,
where this violates applicable laws;
(2) clauses which make the consumer in default of payment liable
for excessive debt collection charges;
(3) clauses imposing the obligation on the consumer, in the event
of early repayment, to pay the full amount of all future charges with
no rebate where appropriate.
OECD, Recommendation of the Council on Consumer
Protection in the field of Consumer Credit, 2019

Diagram 7.2 Clauses that may be considered as violations of laws and regulations under the Law
on Consumer Lending (N=90)
Raising the interest rate/changing the procedure for
payment of interest for failure by the consumer to
discharge obligations

64%
21%

Imposing fines and default interest for the same violation

Restricting the right to repay the loan early

12%

Total amount of penalty exceeds double the amount
granted to the consumer under the agreement

4%

Prohibition on withdrawal from the agreement

3%

Possibility to change or modify the agreement unilaterally
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Changes to interest rate/procedure for interest payments that prejudice the consumer for violating
his/her contractual obligations
Under Article 21.3 of the Law on Consumer Lending, the interest rate on the loan, the procedure for
calculation thereof, and the procedure for paying interest may not be changed to prejudice the
consumer for violating obligations under the payday loan agreement. All such clauses are unlawful. It should
also be noted that, under Section IV.6 of the Law on Consumer Lending, any increase in interest rates in the
event of failure to discharge obligations under a consumer loan agreement is prohibited during quarantine, so,
even if included by the companies in their agreements in December 2020, practical application by them of
such clauses would be prohibited.
Nevertheless, a significant part of financial companies includes such clauses in their agreements with
borrowers. Overall, 64% of all the analyzed agreements contained such rules (62% — for online loans,
and 71% — for offline loans). It is worth noting that such clauses are more frequently included in the
agreements concluded by new customers (71% of the agreements signed by such clients), as opposed to the
agreements concluded by the customers who have a record of lending with the same company (55%).
Notably, some companies directly stipulate higher interest rates if the loan is not repaid on time, while certain
companies use creative wording in order to “justify” or somehow “conceal” the actual interest rate increase for
failure by the consumer to discharge his/her obligations. All such terms and conditions may be accordingly
divided into the following groups:
62% of the agreements (those that contain such terms and conditions) directly stipulate an increased
interest rate after the loan is not repaid on time, although some lenders refer to it as the “basic” or
“standard” one and insist that this rate is not increased;
29% of the agreements provide for automatic renewal for a certain period (for example, 20 or 80 days),
when an increased rate is applied during and after the renewal period (in some cases, one higher rate is
used during the renewal period and the other — after its expiration; or a standard rate is applied during
the renewal period, and a higher one — after it is over);
9% of the agreements establish a certain loan term, a promotional period that is shorter than the loan term,
and the application of a higher rate in the event of failure to repay the loan after the promotional period
ends (for example, the loan term is 28 days, the promotional period is 14 days, the promotional rate is
0.01%, but if the loan is not repaid within 14 days, the 2.5% rate would then apply to the entire loan term).
Additionally, 41% of the agreements, which contain such a clause about increased interest rate, stipulate
recalculation of interest for the previous period if the loan is not repaid during the promotional period/loan term.
Example 2. Automatic renewal at a higher rate
In the event that the Borrower fails to pay the debt before the term of the agreement expires, and the
term of the Agreement is not extended, the Lender shall apply automatic renewal as of the day after the
scheduled date of loan repayment. By signing this agreement, the Borrower agrees to its automatic
renewal — extension of the term of the agreement for another 20 calendar days from the date of the
scheduled loan repayment. An increased interest rate of 4.15% shall apply during the period of automatic
renewal.

In addition to the aforementioned agreements, one loan agreement for the amount of UAH 3,800 stated that
“this loan is granted free of charge!” and stipulated neither a higher rate nor a fine/default interest in the event
of delays. It, however provided for payment by the borrower of a UAH 2,039 commission for drafting and
forwarding documents/notices in connection with overdue debts.
Imposing fine and default interest for the same violation
Under Article 21.4 of the Law on Consumer Lending, imposing fine and default interest for the same
violation by the consumer of an obligation under the consumer loan agreement is prohibited. Analysis
shows that this prohibition is violated in 21% of the agreements — financial companies indicate the possibility
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of simultaneously collecting a fine and default interest from the borrower if he/she fails to discharge his/her
obligations.
Example 3: Imposing fine and default interest for the same violation
2.3.9. At the Lender’s request communicated to the Borrower by posting a corresponding notice in the
Personal Account, the Borrower shall be required, for violation of the terms and conditions of the Agreement,
to pay a penalty (fine) at 50% of the Loan Amount stipulated by item 1.1 of this Agreement on the fifth day
of using the Loan beyond the term established by item 1.5 of this Agreement.
2.3.10. The Lender has the right to charge the Borrower a default interest at the double discount rate of the
National Bank of Ukraine, effective in the period for which the default interest is to be paid, on the Loan
Amount for each day of delay.

Restrictions on the right to repay the loan early
Under Article 16 of the Law on Consumer Lending, the consumer is allowed to repay the consumer loan
in full or in part at any time, and the interest should be paid only for the period of actual use of the
loan. However, 12% of the analyzed agreements contained terms and conditions that violate such rights of
the borrower. For example, one of the agreements stipulates that in the event of early repayment of the entire
loan amount, the borrower must pay interest for the entire period of using the loan. Under some other
agreements, the borrower is required to pay interest for a specified minimum period despite the actual date of
the loan repayment (for example, interest for 5 days). Also, in two agreements, the borrower was prohibited
from repaying the loan earlier than 3 days of the date of granting it and, in one agreement, the borrower was
prohibited from repaying a part of the loan early (only full repayment was allowed).
Two agreements additionally contained terms and conditions that do not violate the Law technically, but in fact
preclude any early repayment by stipulating a 14-day notice of early repayment for a loan term of 16 days.
Example 4. Violations of the borrower’s right to repay the loan early
During the loan term set out by item 1.3 of the Agreement, the interest for lawful use of funds shall be:
- 2.20% of the loan amount per day. In the event of early repayment of the entire loan amount, the
Borrower must pay interest for the entire period of using the loan, as set out by item 1.3 of the
Agreement.

It should be noted that all instances of such illegal terms and conditions were found in the agreements from
financial companies that issue online loans, and none — in the agreements for offline loans.
Other violations
Isolated instances were also detected of inclusion in the agreements of other clauses that would violate the
Law on Consumer Lending. For example, in violation of Article 15 of the Law, 3% of the agreements prohibited
the borrower from withdrawing from the consumer loan agreement, including upon the receipt of cash.
TERMS AND CONDITIONS THAT ENTAIL HEIGHTENED RISKS FOR THE BORROWER
Although almost all the financial companies observed Laws on Financial Services and Consumer Protection
applicable as at the date of the agreement, many of them included clauses in the agreements that somehow
or other entail heightened risks for the borrower. Such clauses were not detected in mere 3% of the
agreements.
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Diagram 7.3 Clauses that may be considered as risky for the borrower (N=90)
Requesting information about financial position from third
parties

62%

The order of the settlement of the lender’s claims which
prejudices the borrower

48%

The borrower recognizes the terms and conditions of the
agreement as fair

40%

The lender’s right to disclose personal data in a
practically unlimited number of cases

36%

Statute of limitations above 3 years

31%

Obtaining a non-consumer loan

14%

Interest accrued on the principal, rather than on the
outstanding amount

13%

Dispute resolution by the arbitration tribunal

12%

Requesting information about the borrower’s financial position from third parties
62% of the analyzed agreements contain a clause that allows the lender to request information about the
borrower’s financial position from any third party. This provision is risky for the borrower because, based on it,
the lender may disclose to any person the borrower’s personal data and information about his/her loan
application or a loan granted to him/her.
Complicating the order of the settlement of the lender’s claims
48% of the analyzed agreements indicate a different order of the settlement of the lender’s claims than
stipulated by the Law on Consumer Lending. In particular, default interest/fine for delays in the loan repayment
are often charged first. Such provisions may complicate repayment on the loan principal for the borrower in
the event of violations of repayment discipline.
Recognition by the borrower of the fairness of the terms and conditions of the agreement
40% of the analyzed agreements contain a clause whereby the borrower confirms fairness of the terms and
conditions of the agreement. This clause is risky for the consumer, since it precludes application of the Law
on Consumer Protection in the event that violated rights need to be protected in court.

Example 5. Clause that determines fairness of the terms and conditions of the agreement
The Borrower hereby confirms that the terms and conditions of this Agreement are reasonable, fair, bona
fide, and do not create imbalance in the rights and obligations between the Lender and the Borrower.

Statute of limitations
Statute of limitations means the period during which a person whose right has been violated may demand
protection or enforcement of his/her right in court. Under Article 257 of the Civil Code of Ukraine, the general
statute of limitations is 3 years, and 1 year — for penalty recovery claims. Statute of limitations provided for by
the law may be changed by the parties’ agreement.
Some financial companies increase the statute of limitations in their agreements — about a third of the
analyzed agreements contained such a clause. The period of extension generally varies between 5 and 10
years, but reaches much larger values (for example, 70 years) in certain cases. Besides, 18% of the
agreements contain clauses that increase the statute of limitations for collection of penalties. This entails
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additional risks for the consumer, as the lender has more time (sometimes above average life expectancy) to
file a lawsuit against the borrower.
Disclosure by the lender of the borrower’s personal data
36% of the analyzed agreements contain clauses that allow the lender to disclose personal data in a wide and
practically unlimited number of cases. Sometimes the lender also has the opportunity to disseminate photos
of the borrower. In some cases, provisions of the agreement do not regulate at all the manner in which the
data received from the borrower is to be used.

Example 6. Clause that stipulates no restrictions on distribution of the borrower’s personal
information
The Borrower hereby gives his/her unconditional and irrevocable consent to photographing his/her face and
to processing any of his/her personal data, including, but not limited to, collection, registration, accumulation,
storage, adaptation, changes, updates, use and distribution (dissemination, sale, transfer), personification
of information about the Borrower without any restrictions and for any purpose.

Such clauses typically are more often inserted in agreements for offline loans (in 57% of such loan
agreements), and only in 29% of those for online loans.
Obtaining a non-consumer loan
14% of the analyzed agreements indicate that this is a “non-consumer” loan. Such a provision is risky for the
borrower, since it precludes application of, and reference to, the Laws on Consumer Protection and Financial
Services to protect one’s rights as a consumer.
Interest accrual on the principal amount (of the loan granted)
13% of the agreements stipulate that interest is accrued on the principal, rather than on the outstanding,
amount of the loan. This means that, for the borrower, there is no point in repaying portions of the loan early,
because, regardless of the amount repaid, he/she would always have to pay the same large interest (for
example, 2% per day of the amount of the loan granted). This may also mean that in case the loan is not repaid
on time interest under increased interest rate and/or default interest may accrue on not only an outstanding
principal, but also on the loan amount that was already timely repaid.

Example 7. Clause that stipulates accrual of interest on the principal
5.9. Upon partial (incomplete) repayment of the Loan amount, interest on the Loan shall continue to accrue
on the Loan amount specified in item 3.1 of this Agreement (interest and/or fines shall accrue on the loan
amount specified in item 3.1).

Consideration of disputes by the mediation tribunal
The Law of Ukraine on Arbitration Tribunals removed from the arbitration tribunals’ jurisdiction the disputes
related to consumer protection (including those concerning financial services). However, certain lenders
include an arbitration clause in their agreements (it was present in 12% of the analyzed agreements). This
entails additional risks for the borrower, since the dispute may be considered unfairly, and his/her ability to
appeal the decision will also be limited.
CONFLICTING TERMS AND CONDITIONS OF AGREEMENTS
29% of the agreements contain provisions that contradict each other or may be interpreted ambiguously. For
example, it was unclear from some agreements whether the borrower has to pay interest for each day of using
the loan or a fixed fee is charged for the entire loan term (commission for granting the loan). Other agreements
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stipulated that the interest rate was variable (floating), although in fact it was fixed (no link to any index was
present).

Example 8: Provisions contained in the same agreement
1.4. The interest rates referred to in item 1.3 of this Agreement shall be fixed and may be unilaterally changed
by the Company only subject to giving a prior written notice to the Borrower.
3.3. The interest rate established by item 1.3 of this Agreement shall depend on the conditions of setting
such rate, shall remain unchanged throughout the term of the Agreement and may not be increased by the
Company unilaterally.
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VIII

CONCLUSIONS AND RECOMMENDATIONS

In terms of the content of the agreements, financial companies are generally law-abiding: few of them violated
laws and regulations in force at the date of the agreements concluded with the mystery shoppers.
Nevertheless, the analysis of loan agreements revealed some worrisome practices that are inconsistent with
the provisions of the amended Consumer Lending Law.
This particularly concerns contractual terms and conditions that are unlawful from January 8, 2021 and that
stipulate the consumer’s liability: fine and default interest imposed for the same violation of an obligation by
the consumer, changes to the interest rate, the procedure for calculating it and the procedure for interest
payments, which prejudice the consumer for violating his/her obligations. Moreover, attention should be paid
to the practice of financial companies of using “creative” terms and conditions that conceal actual inclusion of
prohibited provisions. As an example, charging a “fee” instead of default interest on overdue payments; or
automatic prolongation of the agreement in the event of overdue payments with charging a higher rate, and
for the entire loan term at that.
As far as the RAPR calculation is concerned, it should be noted that financial companies need to observe the
statutory methodology for calculating the RAPR, because, as evidenced by our survey, the RAPR indicated in
the agreement did not match our calculated RAPR in 69% of the visits.
Broadening the scope of the Consumer Lending
Law to include payday loans is a critically High cost of such credit represents a risk in itself, particularly as
most of the consumers of short term high cost credit are categorised
important step for the protection of rights of as risky consumers, meaning that credit providers increase the
interest rates to cover the risk of default, which, in turn, makes it
borrowers of such loans. Importantly, this includes
changes requiring the lenders to calculate the more difficult for the consumer to repay. Short term high cost credit
also tends to become more expensive over time, worsening the
RAPR and state it into agreements, and the consumer’s financial situation as he or she is forced to either use
prohibition of certain provisions into agreements the rollover option or take up more credit to repay the initial debt.
that are detrimental to borrowers. The EU Directive
EVALUATION of Directive 2008/48/EC on credit agreement
for consumers, 2020
on Credit Agreement for Consumers, on which the
Consumer Lending Law is based, does not apply
to loans below EUR 200. However, many EU countries brought such loans under the scope of the Directive
(e.g., Bulgaria, Croatia, Sweden, Slovenia and Slovakia). The 2020 European Commission’s Evaluation of the
Directive highlights that the EUR 200 minimum threshold is particularly problematic, as it prevents the Directive
from tackling some of the issues linked to high-cost credit. Such loans may be highly detrimental to consumers
because they are very expensive and are typically used by consumers with limited access to other types of
consumer credit14.
The EU Directive provides for the APR calculation formula but it does not establish a cap on APR. The
European Commission notes that broadening the Directive to cover short term high cost loans does not
automatically address the main problems especially for more vulnerable consumers.
In order to address these problems, financial authorities in a number of European and other countries use the
following measures:
- requiring in the loan disclosure materials legislated warnings on special features of short term high cost loans,
and redirecting to the financial education website of the responsible financial authority or the authority in charge
of financial education initiatives;

14

COMMISSION STAFF WORKING DOCUMENT EVALUATION of Directive 2008/48/EC on credit agreement for
consumers, November 2020
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- introducing caps on the cost of short-term credit,
if circumstances allow;
- introducing responsible lending provisions tailored
to short-term credit providers, such as affordability
rules, a limit on rollovers (refinancing) or on the
number of concurrent short-term loans or multiple
loans that a consumer can hold at a point in time or
over a given period15.

The introduction of interest rate caps has a positive role in mitigating
against exploitation and unsustainable over-indebtedness and can
be successful in reducing the cost incurred by consumers in need
of short-term loans and the number of consumers in default.
Short-Term Consumer Credit Provision, regulatory
coverage and policy responses, Joint report by the G20
OECD Task Force on Financial Consumer Protection,
FinCoNet and the OECD International Network on Financial
Education, 2019

The following recommendations are offered for
consideration by each participant in the consumer
lending process:
RECOMMENDATIONS TO FINANCIAL COMPANIES:










improve the quality of advertising and web-site information in order to provide the consumer with more
information about the payday loan costs and, most importantly, with information about the RAPR
charged;
improve the quality of disclosure of the RAPR charged and the consequences of failure to discharge
obligations in oral and written form (on websites, during consultations, in passports and agreements);
facilitate access for consumers to information that must be provided prior to concluding the agreement
in accordance with laws and regulations;
ensure that agreements contain all the terms and conditions referred to in Article 12 of the Law on
Consumer Lending;
delete from agreements illegal terms and conditions, including those that are ostensibly legal, but
conceal illegal terms and conditions;
assess objectively the terms and conditions that entail higher risks for the consumer (such as the
disclosure of personal data in an unlimited number of cases) and modify them in a way that would
eliminate the imbalance of contractual rights and obligations between the lender and the borrower;
prevent discrepancies between the RAPR and the total loan cost for the consumer, as declared in
advertisements/on the website/during consultations or indicated in the agreement, and their actual
values.

RECOMMENDATIONS TO CONSUMERS:








be careful - though the loan amount seems small, these are very expensive financial products that can
lead to a high amount of debt quite quickly;
review all the documents that are posted on the financial company’s website or provided for signing
(statements of disclosure of personal data, which are pre-ticked on the website, etc.);
study in detail all the terms and conditions of the prospective loan, paying particular attention to the
nominal interest rate, the RAPR, the total loan cost, and the loan repayment schedule. Watch out for
the consequences of default as they may allow costs to escalate dramatically;
demand clarifications of any incomprehensible or contradictory information, but rely on the terms and
conditions of the agreement, as it is the agreement that gets signed and must be performed by the
borrower, rather than what is posted on the website or messaged by a consultant;
once you sign the agreement, make sure that you know the amount and schedule of all payments to
be made and all your other obligations under the agreement. Also make sure that you clearly
understand all the consequences of a default, including any fines/default interest and right of the lender
to engage collection companies. Remember that agreements, once signed, must be performed as
otherwise you risk getting into a much larger debt than the borrowed amount, and your privacy and
reputation may be at risk.

15

Short-Term Consumer Credit Provision, regulatory coverage and policy responses, Joint report by the G20 OECD Task
Force on Financial Consumer Protection, FinCoNet and the OECD International Network on Financial Education, 2019
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RECOMMENDATIONS TO THE NATIONAL BANK OF UKRAINE:










continue active efforts to inform consumers about their rights and obligations under laws and
regulations;
review standard agreements of financial companies for presence of illegal terms and conditions;
prohibit various versions of terms and conditions, which violate Article 21 of the Law on Consumer
Lending, in your future Regulation on additional requirements to agreements with non-bank financial
institutions;
exercise proactive monitoring of compliance by lenders with the statutory methodology for calculating
the real annual percentage rate;
consider setting restrictions on the maximum real annual percentage rate in order to protect borrowers;
consider introducing the concept of “responsible lending” in Ukrainian laws and regulations by detailing,
in particular, rules for assessing the
borrower’s
creditworthiness
and
the
As demonstrated by the international research studies, simply
affordability/suitability of the loan for him/her disclosing the cost of the credit and expecting consumers to
(assessment not only from the lender’s understand its implications is not enough to protect vulnerable
standpoint, but also from that of the consumers, especially given that consumers often fail to
borrower); restrictions on the number of understand the RAPR, let alone its implications.
Finance Watch, Consumer credit market: malpractices
possible loan renewals and/or the number of
uncovered (an in-depth study of consumer credit markets in
payday loans that a single borrower may be
Spain, Romania and Ireland and what it means for the
allowed to have simultaneously;
Consumer Credit Directive review), 2021; London
consider extending advertising rules of the
Economics, Study on The Functioning of the Consumer
Credit Market in the EU, 2013
Law on Consumer Lending to information
posted on lenders’ web-sites (in particular,
with regard to the prohibition on interest-free loan advertising and an obligation to include standard
information right next to the information on the loan cost).

RECOMMENDATIONS TO ASSOCIATIONS OF FINANCIAL COMPANIES:




conduct outreach among members of associations on the importance of responsible lending, including
transparent disclosure to consumers of information about the cost of loans and the RAPR amount;
facilitate participation by financial companies in mechanisms that help address consumer complaints
and disputes;
consider integrating payday loan issues in educational programs and initiatives of associations and
their individual members, which are focused on consumers, including such vulnerable social groups as
low-income, young people, and pensioners. Among educational initiatives, the following stand out:
support the public (especially young people) in developing positive financial behavior and
attitudes;
promote the habit of making savings as a way to avoid borrowing to cover unexpected expenses;
explain how credit history can be influenced to improve access to cheaper forms of borrowing;
encourage consumers to compare credit products and make informed choices by supporting
existing or creating new digital platforms or other comparison tools;
give advice to debtors who find themselves in a difficult financial situation or under a heavy debt
load, etc.
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