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GLOSSARY OF TERMS
Agreement or Loan agreement — an agreement on providing a consumer loan.
BPC — a bank payment card.
Consumer Lending Law — the Law of Ukraine on Consumer Lending of November 15, 2016, #1734.
Financial Services Law — the Law of Ukraine on Financial Services and State Regulation of Financial
Services Markets of July 12, 2001, #2664.
Information about substantial characteristics of the consumer lending service – information posted on
the bank’s own website in accordance with the form contained in the annex to the Information Support
Regulation.
Information Support Regulation — the Regulation on Information Support Provided by Banks to Clients
Regarding Bank and Other Financial Services, as approved by NBU Executive Board Resolution #141 of
November 28, 2019.
Lender — a financial institution that provides a consumer loan.
LIGA.Money — a digital comparison tool for bank credit products that was launched by the Project in
cooperation with LigaBisinessInform IA, LLC and the Partner Banks in October 2020 (https://money.liga.net/).
Mystery shopping (mystery shopping visits) — a marketing research method involving visits to trade outlets
with a certain legend (in this case – pretending to be a borrower who wants to take out a loan) to evaluate the
visit against the established criteria.
NBU — the National Bank of Ukraine.
Non-Partner Banks — banks that are engaged in consumer lending and do not have a partner relationship
with the LIGA.Money portal.
Partner Banks — banks that provide consumer lending services and had a partner relationship with the
LIGA.Money portal (their credit products were shown on the portal at the time of the survey field stage).
Project — USAID Financial Sector Transformation Project.
Real Annual Percentage Rate (RAPR) — the total cost of a consumer loan, expressed as a percentage per
annum of the total amount of credit provided.
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INTRODUCTION

It has been four years since the Consumer Lending Law came into effect on June 10, 2017. The Law was
intended to build a comprehensive regulatory framework for the consumer lending market to ensure the
protection of borrower rights. This was to be accomplished by setting requirements on lenders to provide precontractual information about loan terms (the consumer loan passport), indicating the real annual percentage
rate in advertisements, pre-contractual disclosures, and agreements, making borrower creditworthiness
assessments compulsory, etc.
This new law coincided with the re-start of lending activities after the 2013-2014 financial crisis. During the
period from 2017 through 2019, the volume of bank consumer loans1 increased by 71% (UAH loans increased
by 144%). In 2020, as a result of quarantine measures, a plunge in consumer demand, and the tightening of
credit standards by banks, the trend was reversed – the volume of consumer bank loans for the year dropped
by 1.7% (in the national currency – by 0.5%).
At the beginning of 2021, despite continuing quarantine restrictions, lending activities recovered and, for the
first six months of the year, consumer loans outstanding went up 11%. According to the latest NBU estimates2,
the quality of the retail loan portfolio of banks and the consumer debt burden remain at an acceptable level.
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Chart 1.1. Volume of bank consumer loans in Ukraine in 2006 – 2021, balance at the end of
period, UAH bn
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The Project monitors consumer finance and the compliance by financial institutions with the requirements of
the Consumer Lending Law. In June 2017 FST conducted a ”mystery shopping” survey of consumer lending
practices (before the Law came into effect); it then carried out the second and third waves of the survey during
the periods of December 2017 through February 2018, and June through September 2019. The results of the
third wave of the survey suggested that, in spite of some improvement in bank compliance, the requirements
of the Law were not being met. Numerous practices that are a breach of the legislation were observed and
recorded between the consumer and the financial institution at a pre-contractual stage and in consumer loan
agreements. The main issue was requiring insurance from an affiliated company as a pre-condition to get a
loan, i.e., the lack of choice of insurance companies and the seemingly voluntary nature of insurance (banks
did not include insurance in the consumer loan passport as a compulsory related service but informed the
consumer during the consultation that it would be necessary to sign an insurance contract to get a loan). The
survey also revealed a significant gap between the nominal and real annual percentage rates (RAPR), as well
as differences between RAPR calculations by Project experts and those by banks.
In 2019, the National Bank of Ukraine acknowledged3 that the Consumer Lending Law (which had been in
effect for two years by that time) did not significantly improve consumer protection for borrowers. The reason
for this was that draft law 2456-d, On Amending Certain Laws of Ukraine Regarding the Improvement of
1

In accordance with the NBU classification, consumer loans do not include loans for real estate purchase, construction
and reconstruction, https://bank.gov.ua/files/3.3-Loans.xlsx
2 https://bank.gov.ua/admin_uploads/article/FSR_2021-H1.pdf?v=4
3 https://bank.gov.ua/ua/news/all/natsionalniy-bank-planuye-vprovaditi-novi-pidhodi-do-zahistu-prav-spojivachivfinansovih-poslug
4

Financial Consumer Protection, which vested the NBU with the authority to penalize lenders for violations of
the Consumer Lending Law, had not been enacted by the Parliament.
In September 2019, the Verkhovna Rada of Ukraine passed the draft Law (now 122-IX, On Amending Certain
Laws of Ukraine Regarding the Improvement of Financial Consumer Protection). Most clauses became
effective at the beginning of 2020. The above law tightened requirements for advertising, detailed requirements
for a financial services agreement, clarified the calculation of the total cost of a consumer loan and the
estimated RAPR. Financial institutions were also made liable for the violations of financial consumer rights
(fines were introduced). With the passage of the so-called “Split” Law (also in September, 2019), the authority
for protecting financial consumer rights (consumers of both banks and NBFI lenders) lies with the National
Bank of Ukraine.
The Information Support Regulation, which governs the requirements for bank disclosures about their services
in advertisements and on websites, became effective in September 2020. A financial consumer protection
page was launched on the NBU’s website4.
In February 2021, the National Bank approved the Regulation on NBU Oversight of Compliance by Banks with
the Financial Consumer Protection Legislation. The purpose of such oversight is to ensure that banks will make
full and accurate disclosures about financial services, and comply with the legislation on consumer protection
and advertising.
This survey (using mystery shopping and desk research) measures the impact of the implementation of the
above laws on the quality of consumer lending services provided by banks. A key element of the survey is the
review of posted loan terms for accuracy (checking the truthfulness of information about real annual
percentage rates offered by banks engaged in consumer lending) and the analysis of bank practices for their
compliance with the requirements of consumer lending and consumer protection laws.
Have Ukrainian banks become more responsible in providing loans to financial consumers?

4

https://bank.gov.ua/ua/consumer-protection
5
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KEY SURVEY FINDINGS

The new survey revealed that little had changed over the past four years: the same issues and gaps found by
previous FST surveys persist. Some areas show improvement, others – quite the opposite. For example, there
are numerous problems at all stages of pre-contractual interaction with the borrower – from consultation to
written pre-contractual information. The staff is not sufficiently competent: bank employees lack training in the
legal requirements of consumer lending, and mislead consumers.
The accuracy of information about the RAPR provided by banks consultants at the pre-contractual stage was
poor (in 38% of visits a consultant did not provide the RAPR; in 34% the RAPR provided was different from
the one stated in the passport/agreement). In general, during 76% of visits, disclosures provided by the
consultant verbally were different from those specified in the consumer loan passport and/or agreement.
Disclosures about insurance remain poor, and the legal requirement of providing the consumer with a choice
of at least three insurance companies was met only in isolated cases (2 out of 35 visits during which an
insurance contract was signed or in 6% of visits). In 46% of visits involving insurance, the passport stated that
insurance was optional or voluntary, but, in fact, the borrower had to sign an insurance contract. In 32% of 25
personal loan visits with insurance, the cost of loan-related insurance was not included in the RAPR
calculation in the loan agreement.
Half of advertisements contained information about an interest rate or other data concerning the total cost of
credit. However, all standard information was available in just 31% of such ads. On a positive note, mystery
shoppers did not receive a single advertisement that expressly advertised a loan as free of charge or interest
free.
In 15% of visits, mystery shoppers recorded a failure to provide a consumer loan passport. In addition,
15% of passports did not have all the information required by the Consumer Lending Law. All the passports
received included information about the RAPR, but in 37% of visits, there were substantial differences in loan
terms between the consumer loan passport and the signed loan agreement.
31% of loan agreements did not contain all the information that should be included in the agreement
pursuant to Art. 12 of the Consumer Lending Law5. 77% of agreements gave the lender the right to require
early repayment of debt if the borrower does not agree to an increase in loan payments, which is a direct
violation of Art. 6 of the Financial Services Law, and also gave the lender the right to change the terms and
conditions of the agreement unilaterally. The borrower’s right of early repayment was violated in 10% of
agreements; 18% of agreements gave the lender the right to determine a priority of claims on its own or
established a priority other than required by law.
The average value of the RAPR specified in agreements on personal loans was 112% per annum (the
minimum value of the RAPR in agreements – 45% per annum, the maximum one – 502% per annum).
The average value of the RAPR calculated by experts – 121% per annum (the minimum value of the
RAPR calculated – 52% per annum, the maximum one – 505% per annum).
The average RAPR specified in agreements on credit cards was 61% per annum (the minimum RAPR
in agreements stood at 43% per annum, the maximum – 122% per annum). The average RAPR
calculated by experts in scenario 36 reached 63% per annum (minimum – 47% per annum, maximum –
101% per annum).

5

Art. 12 of the Consumer Lending Law lists certain provisions that must be included in the agreement, such as, among
other things, the nominal interest rate, the estimated RAPR, fines/default interest.
6 For details on three different scenarios of RAPR calculation under credit cards please see pages 12-13.
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Chart 2.1 RAPR calculation accuracy (% of
visits, where RAPR was specified in the
agreement, N= 108)
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The RAPR for personal loans and credit cards
was calculated inaccurately by banks. In 108
visits, where the RAPR was specified in loan
agreements, the RAPR calculation was accurate
in just 14% of visits, and roughly accurate7 in 49%
of visits. Our experts concluded that the RAPR
calculation was clearly inaccurate in 37% of
consumer loans.
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The survey also revealed violations of law by some financial institutions regarding expenses actually incurred
by the consumer in the event of early repayment of or withdrawal from the agreement. In 10 personal loans
(19%), the amount paid by the consumer was higher than the one that was supposed to be due from him/her
under the agreement and current laws.

7

The RAPR calculated by the experts was lower than in the loan agreement.

7
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SURVEY METHODOLOGY

The consumer lending survey was conducted using desk research and the mystery shopping method.
At the first stage of the survey, specially trained employees of Info Sapiens research company visited bank
branches or websites, posing as potential borrowers shopping for a consumer loan. Mystery shoppers made
124 visits to 22 banks and, as a result, signed loan agreements for one of two credit products:

▪

Unsecured personal loan. A total of 53 loans of this type were taken out. The average amount of one
such loan reached UAH11,000 (UAH5,000 – UAH15,400).

▪

Credit card with a credit limit. A total of 71 credit cards were opened. The average credit limit reached
UAH13,500 (UAH500 - UAH48,000)8.

After getting a personal loan, the mystery shoppers tried either to pay off the loan early or withdraw from it
within a 14-day cool-off period permitted by the Consumer Lending Law. As for credit cards, the mystery
shoppers used them to make payments in the retail network and paid off their debt during a grace period.
Mystery shopper profile
The survey involved 58 mystery shoppers, each of whom made one to three visits. Mystery
shoppers had different characteristics in terms of gender, age, financial situation, and
employment status.
1.

Gender – somewhat more females than males;

2.

Age of mystery shoppers – from 22 to 56 years old;

3.

Employment status – formally employed, informally employed;

4.

Average monthly income – UAH10,000-UAH15,000.

Survey sample
124 visits were made to banks (state owned, foreign bank groups, privately owned), and the number of visits
to individual banks was decided based on the size of the consumer loan portfolio.
Most visits (99) were made offline, while documents were executed online (primarily credit cards) in 25 visits.
Offline visits were made to bank branches in 6 cities (Kyiv, Zaporizhzhiya, Odesa, Kharkiv, Dnipro, and Lviv).
Each bank had 1 to 15 visits.
Specific features of the field stage
1. Some banks included in the primary sample refused to provide personal loans and offered only cards with
a credit limit.
2. In some cases, the applications of retirees and former service members were rejected. Consumers
registered as individual entrepreneurs (sole proprietors) were denied small loans, applied for according
to the survey scenario, and were offered much bigger loans.
3. In the overwhelming majority of cases, the reasons for denials were not explained to the mystery
shoppers. Where reasons for the denial were provided, the main reason was the lack of formal
employment.
4. Some banks offer only personalized credit cards. Their production takes up to ten business days.
Desk research of visit results and agreements
The analysis of bank visits included a review of advertising, pre-contractual information provided in writing (at
branches and/or on websites of lenders), and information provided by consultants verbally (at branches or in
messengers/by phone). As part of the research, our experts analyzed whether information provided was
consistent with agreements signed.
Our experts also analyzed: (1) loan agreements for the extent to which their terms and conditions were fair to
consumers, (2) consumer lending practices, and (3) the existence of the codes of ethics.

8

Main target characteristics of loans in the survey were: consumer loans/cards with a credit limit of UAH11,000-UAH15,000
(for Kyiv) and UAH8,000 - UAH13,000 (for cities in Ukraine’s regions) for a term of 9-15 months.
8

For the purposes of this survey, the following terms and conditions of agreements were viewed as unfair:
-

Restricting the borrower’s right of early repayment;
Allowing the lender to require early repayment if the borrower does not agree to an increase in
payments under the loan agreement;
Setting a priority of claims other than specified in Art. 19 of the Consumer Lending Law or allowing the
lender to set such priority on its own;
Giving the lender the right to change unilaterally the terms and conditions specified in part 1 of Art. 12
of the Consumer Lending Law;
Not providing information required by law.

Also for the purposes of this survey, the following signs of consumer lending malpractices were analyzed:
-

Advertising interest-free loans;
A failure to provide a consumer loan passport when the consumer makes inquiries about loans;
The lack of substantial obligatory information in the consumer loan passport (RAPR, etc.);
Requiring the borrower to sign another agreement with a third party selected by the lender (no
possibility to choose from among at least three different service providers);
Significant differences in loan terms between the consumer loan passport and signed loan agreement.

Desk comparison of real annual percentage rates and loan payments
Our research included the accuracy of the calculation of the RAPR and the total cost of loans.
Survey timeframe
The consumer lending survey was conducted during the following period:

▪

Field stage – April 22 through June 4, 2021;

▪

Desk research (the analysis of field stage results) – April 26 through July 23, 2021.

9

SURVEY FINDINGS
4.
THE CALCULATION OF REAL ANNUAL PERCENTAGE RATES AND
ACCURACY OF STATED LOAN TERMS
One important focus of the research was the real annual percentage rate of the loans offered to borrowers,
including the costs of required third-party services. Based on the data collected, we analyzed the extent to
which the banks follow the RAPR calculation methodology provided by law 9.
The survey covered personal loans (unsecured cash loans/personal loans) and credit cards (cards with a credit
limit / revolving loans). Therefore, the approach used to calculate the RAPR differed.
In addition, the calculation used the assumption that the consumer finds it convenient to pay off debt to the
creditor in relatively equal monthly installments, according to the annuity payment scheme.
The calculation of the RAPR on personal loans (unsecured cash loans)
Chart 4.1. Comparison of nominal interest rates and RAPRs on personal loans in agreements with those
calculated by experts (N=53)
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Mystery shopping visits covered 16 banks, 53 visits were made.

Chart 4.2. Percentage of agreements
where RAPR is consistent with RAPR
calculated by experts for personal loans
(N=53)

28%

Accurate

Roughly
The RAPR was included in all the
accurate
57%
agreements. The analysis revealed that the
15%
RAPR calculated by experts is higher than the
Inaccurate
one specified in the agreement in 57% of
cases. In 28% of cases, the calculation
confirmed the RAPR specified in the
agreement (the experts allowed for a
calculation error of 1% per annum). If the RAPR calculated by experts was lower than the bank’s RAPR, the
calculation was considered roughly accurate, i.e., better for the borrower/consumer (this result was recorded
in 15% of cases).

9 The

Rules for Calculating by Ukrainian Banks the Total Cost of Credit for the Consumer and the Real Annual Percentage
Rate under a Consumer Loan Agreement, as approved by NBU Executive Board Resolution 49, dated June 8, 2017.
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In general, banks are not sufficiently compliant in terms
of the disclosure of the RAPR and total cost of credit. Most
common errors in the calculations are:

Table 4.1. Average RAPR specified in
agreements and calculated by experts for
personal loans
Average RAPR
in agreements

Bank
Bank 1
Bank 4
Bank 5
Bank 6
Bank 7
Bank 8
Bank 9
Bank 10
Bank 11
Bank 12
Bank 13
Bank 15
Bank 18
Bank 19
Bank 20
Bank 22

102%
107%
103%
92%
502%
69%
247%
133%
69%
88%
94%
105%
102%
45%
158%
98%

Average RAPR
calculated by
experts
102%
99%
130%
112%
505%
69%
245%
133%
80%
94%
107%
141%
110%
52%
162%
108%

-

Mathematical errors in the RAPR calculation, and/or

Inaccuracy relating to the wrong count of calendar
days, and/or
Net amount of the loan did not include additional
costs (a loan origination fee / or insurance premium under
an insurance contract).
Nominal interest rates for such loans varied from
0.00001% per annum to 65% per annum. However, the
lower interest rates were usually offset with fees in the
form of a monthly fee for consumer loan servicing. A
monthly fee was charged in 28% of visits, this fee ranged
from 0 to 9% of the loan amount.

The average value of the RAPR specified in
agreements stood at 112% per annum (the minimum
value of the RAPR in agreements – 45% per annum, the maximum one – 502% per annum). The average
value of the RAPR calculated by experts – 121% per annum (the minimum value of the RAPR calculated
– 52% per annum, the maximum one – 505% per annum).
There were cases when the RAPR specified by the bank was lower than the nominal rate on a loan (because
of a grace period covering the first months of lending); however, the calculations proved that this was not
accurate – the RAPR calculated by experts was higher than the nominal rate on a loan.

Chart 4.3. Average RAPR specified in agreements and calculated by experts for each bank for
personal loans (N=16)
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An insurance policy was taken out in 47% of cases when personal loans were granted (25 visits).
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Chart 4.4. Existence of insurance
requirement in agreements on personal
loans and inclusion of insurance premiums
in RAPR calculations (N=53)

32%

Insurance was obtained
and included in RAPR
calculation
Insurance was obtained
but was not included in
RAPR calculation

53%
Insurance premiums ranged from 0.4% to 36%
of the net amount of the loan (the amount
No insurance
actually received). Insurance premiums
15%
differed for different clients (for a loan of the
same amount and term) of the same bank by
as much as threefold. However, we have not
identified a clear consistent pattern of offering a lower interest rate or monthly fee if insurance premiums are
paid. Thus, the fact that the insurance was taken out coincided with a lower interest rate only in one bank; and
with lower monthly fee – in two banks. In addition, in one bank, a higher insurance premium was coupled with
a lower interest rate but higher monthly fee.
In 15% of all personal loan visits (32% of 25 visits with insurance), the cost of loan-related insurance was not
included in the RAPR calculation in the loan agreement. In some cases the RAPR calculation in the loan
agreement did not include the cost of so-called COVID-insurance and/or insurance against risks associated
with a bank payment card required to get a personal loan. Our experts took these payments into account for
the RAPR calculation, because such costs were actually covered by the borrower from the loan proceeds.
There are also practices of imposing additional credit products, such as bank payment cards with a credit
limit. In 23% of visits, the borrower signed an agreement for a BPC with a credit limit; and in 4% of visits, the
passport had no information about such limit.
In the event of early termination or withdrawal from the agreement, the amount of payment made by a
mystery shopper was consistent with the terms and conditions of the agreement and laws in 81% of visits. In
10 visits (19%), inconsistencies were identified, i.e. higher amounts were charged than should have been
provided by the agreement under current law. In 7 of these visits, these overpayments were caused by the
specific features of the early repayment conditions required by some banks that have set their own “exclusive”
dates of loan repayment: in the event of actually using loan proceeds for several days during early repayment,
the borrower paid interest accrued for a full month – by the date of the first loan payment in accordance with
the established payment schedule. Such practice is a violation of Art. 16 of the Consumer Lending Law.
During three visits (half of the visits with insurance and subsequent withdrawal), the insurance premium was
refunded to the borrower. During the other three visits, the borrower was told nothing about the possibility of
getting a refund of the insurance premium; he or she was told that it was not possible to opt out of insurance,
or, to do that, the borrower had to write a withdrawal request only in the branch that made the loan. Such
actions of banks can be deemed a restriction of the borrower’s right of withdrawal and, accordingly, a violation
of Art. 15 of the Consumer Lending Law.
The calculation of the RAPR for credit cards (cards with a credit limit)
This survey took into consideration the specific features of the operation of credit cards in its calculations. This
type of consumer lending is a very flexible credit product that combines a payment card with the possibility of
the discretionary drawing and repayment of funds within the credit limit amount. The analysis and comparison
of the terms and conditions of credit cards are based on the assumptions of three scenarios of common
consumer behavior.
Scenario 1 – use in a grace period: a credit card is used during a period of 12 months for monthly cashless
settlements for goods or services for the total target net amount of credit, within the limit, with full repayment
of debt within 30 days (a grace period) from the borrower’s account at another bank.
Scenario 2 – cashless use of a card: a credit card is used for cashless settlements for goods and services
for the total target net amount of credit, within a limit, immediately after receiving the card, the debt is paid off
on a straight-line basis within a period of 12 months from the borrower’s account at another bank.
Scenario 3 – cash use of a card: a credit card is used for receiving cash for the total target net amount of
credit, within a limit, immediately after receiving the card, the debt is paid off on a straight-line basis within a
period of 12 months, in cash, through the network of the creditor bank.

12

The National Bank of Ukraine has not identified clear criteria/scenarios based on which banks must calculate
the RAPR for this type of credit products.
Substantial characteristics of credit cards generally used in calculating the RAPR are as follows:

▪
▪
▪
▪

A grace period of using credit cards and conditions of such period;
Interest is recalculated for the grace period if the funds drawn are not fully repaid by the end of such
period;
An interest rate for the use of funds within the grace period and after its end;
Fees for paying for goods and services with a credit card and for withdrawing cash from the credit
card.

There were 71 mystery shopping visits to 18 banks to open credit cards.
The experts compared the RAPR specified in the agreement with a range of values of the RAPR calculated
under the above three scenarios of common consumer behavior (given the lack of clear criteria/scenarios
identified by the regulator). Since the RAPR was not mentioned in some agreements, the sample included just
14 banks or 55 out of 71 visits (77%), where agreements contained the RAPR.

Chart 4.5. Percentage of agreements
where RAPR is consistent with RAPR
calculated by experts for credit cards
(N=55)

18%
Inaccurate

The RAPR specified in loan agreements for
credit cards was inconsistent with the RAPR,
calculated by the experts in 18% of visits (in 10
visits the RAPR in the agreements turned out
to be lower than the RAPR calculated under
scenarios 2 and 3).

Roughly
accurate

82%

Chart 4.6. Comparison of nominal rates and RAPR specified in agreements with RAPR calculated
by experts) (under Scenarios 1, 2, and 3) for credit cards (N=55)
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Chart 4.7. Average RAPRs specified in agreements by banks and calculated by experts for each
bank (under Scenarios 1, 2, and 3) for credit cards (N=14)
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The average RAPR specified in agreements was 61% per annum (the minimum RAPR in agreements stood
at 43% per annum, the maximum – 122% per annum).
The average RAPR calculated by experts, reached:
▪ Under Scenario 1 – 0.6% per annum (minimum – 0% per annum, maximum – 13% per annum);
▪ Under Scenario 2 – 52% per annum (minimum – 37% per annum, maximum – 77% per annum);
▪ Under Scenario 3 – 63% per annum (minimum – 47% per annum, maximum – 101% per annum).
Table 4.2. Average RAPR specified in agreements and calculated by experts (under Scenarios 1, 2, and 3) for
credit cards
Bank
Bank 1
Bank 2
Bank 3
Bank 7
Bank 12
Bank 14
Bank 15
Bank 16
Bank 17
Bank 18
Bank 19
Bank 20
Bank 21
Bank 22

Average RAPR
calculated – S1

Average RAPR
calculated – S2

Average RAPR
calculated – S3

0,01%
0,00%
0,01%
0,01%
0,00%
0,01%
0,01%
0,00%
0,27%
0,00%
0,00%
0,01%
3,69%
0,00%

40,60%
40,38%
43,49%
57,42%
38,70%
62,34%
73,39%
60,65%
48,54%
54,82%
56,86%
64,79%
56,26%
55,49%

51,67%
51,15%
54,05%
72,71%
49,13%
74,50%
73,39%
70,18%
60,40%
54,82%
66,60%
84,59%
71,52%
68,09%

Average RAPR
specified in the
agreement
43,26%
44,12%
49,34%
58,58%
55,10%
87,30%
79,58%
71,22%
51,09%
47,88%
48,78%
102,15%
49,73%
72,00%

A grace period under agreements varies from 30 to 100 days, and, in most cases of going “beyond” the grace
period, the interest rate for using funds is recalculated.
Nominal ordinary interest rates on credit cards ranged from 36% per annum to 58% per annum. Cash
withdrawal fees did not exceed 5% of the amount withdrawn. The minimum amount of monthly repayment
ranged from 0.5% to 7% of debt.
When credit cards were issued, insurance contracts were signed during 10 visits or 14% of the total number
of mystery shoppers’ visits. Notably, when issuing the same cards with a credit limit, the same financial
institution required the borrower to take out insurance only in isolated cases. Unlike loans, not a single case
of taking out insurance or changing the amount of insurance premiums led to lower interest rates or monthly
fees on cards in the same bank. Since the RAPR is not included in 9 out of 10 of these agreements, it is
impossible to assess whether insurance is included in the RAPR calculation. Insurance was not included in
the RAPR calculation in one agreement.
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Comparison with rates in European countries
According to the Finance Watch Study - 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 – released in February 2021, the level of annual percentage rates for personal loans in the above
countries in 2020 ranged from 8% per annum to 219% per annum. The average annual percentage rate was
33% per annum, which is 3.4 times lower than the average RAPR stated by Ukrainian banks (121% per
annum). The difference in the RAPR for personal loans between the above countries and Ukraine is explained
primarily by a lower level of nominal rates in the EU.
In the above EU countries, the RAPRs for revolving loans, including credit cards, ranged from 12% per annum
to 361% per annum, the average rate was 165% per annum, which is 2.7 times higher than the RAPR for
credit cards of Ukrainian banks (62% per annum).
The Finance watch study of European practices suggests that credit cards, as the most profitable
type of lending for banks in the EU countries, may work to the disadvantage of consumers since
these products operate on several behavioral biases likely to lead consumers to accumulate debt
over a long period of time. The most common of the above behavioral biases include over-optimism
(overestimating one’s ability to maintain a zero balance), myopia (overvaluing the short-term benefits
of a credit transaction and neglecting the future impact), and cumulative cost neglect (dismissing the
cumulative effect of a large number of small credit options). As a consequence, consumers can
easily end up in situations where they are making minimum repayments that simply cover the interest
and fees, without ever reducing the debt (i.e., persistent debt).

In our opinion, the value of the credit card RAPR, stated by Ukrainian banks in accordance with the regulations
of the National Bank, does not reflect its true cost (as a credit product) to the consumer. It is advisable for the
NBU, as a regulator, to study international experience and, if needed, make changes to respective regulations
regarding the borrower’s behavior scenarios, including those changes that will require banks to reflect the true
maximum value of the RAPR for a credit card.
Accuracy of stated loan terms
The accuracy assessment of stated loan terms was made for banks by our experts based on 1) information
found by a mystery shopper on the LIGA.Money website for Partner Banks and 2) the information about
substantial characteristics of the consumer lending service for all banks. Consideration was also given to
information about the amount of third-party service costs from consumer loan passports.
Signs of inaccuracy10 of stated information about loan terms include the following criteria:

▪

Higher costs to consumer than specified in loan terms, without giving the consumer a wellgrounded explanation of the reasons for such change;

▪

Existence of third-party service costs associated with getting a loan but not listed as a required
loan term (according to the information in the loan passport).

It should be noted that the information about substantial characteristics of the consumer lending service 11 is
available for all the credit products taken out by mystery shoppers and posted in open-access sections on the
websites of banks.

10

In reviewing the stated loan terms for accuracy, experts accounted for uncertainty of consumer characteristics and
judgement-based/tentative nature of stated cost terms and other terms and conditions related to third-party services. The
review should take into account differences between the situation of the mystery shopper and that of the borrower that
were assumed during the review of the stated estimated cost of third-party services. Cost differences arising due to a
difference between the situation of the mystery shopper and that of the borrower with the most common characteristics
shall not be deemed a sign of the inaccuracy of stated loan terms.
11 The information about substantial characteristics of the consumer lending service often includes range values of loan
cost elements. Individual terms and conditions depend on the results of the creditworthiness assessment conducted on
the basis of information received from the client and from other sources if there are legal grounds for that, and these terms
and conditions are provided to the client in the form of a consumer loan passport before signing the consumer loan
agreement.
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Table 4.3. Average stated RAPR and the one calculated by experts for personal loans
Bank
Bank 1
Bank 4
Bank 5
Bank 6
Bank 7
Bank 8
Bank 9
Bank 10
Bank 11
Bank 12
Bank 13
Bank 15
Bank 18
Bank 19
Bank 20
Bank 22
Total loans

Average calculated RAPR

Average stated RAPR

102%
99%
130%
112%
505%
69%
245%
133%
80%
94%
107%
141%
110%
52%
162%
108%
141%

101%
117%
226%
69%
181%
66%
383%
690%
71%
89%
100%
193%
107%
58%
231%
109%
174%

Difference between the stated RAPR
and the calculated RAPR
-1%
18%
95%
-43%
-325%
-3%
138%
557%
-9%
-5%
-7%
52%
-3%
6%
69%
0%
34%

Table 4.4. Average stated RAPR and the one calculated by experts (under Scenario 3) for credit cards
Bank
Bank 1
Bank 2
Bank 3
Bank 4
Bank 5
Bank 7
Bank 9
Bank 11
Bank 12
Bank 14
Bank 15
Bank 16
Bank 17
Bank 18
Bank 19
Bank 20
Bank 21
Bank 22
Total cards

Average calculated RAPR
(MAX, S3)
52%
51%
54%
40%
59%
73%
74%
86%
49%
75%
73%
70%
60%
55%
67%
85%
72%
68%
65%

Average stated RAPR
43%
44%
62%
44%
40%
59%
57%
83%
55%
87%
80%
71%
51%
48%
49%
102%
50%
83%
62%

Table 4.5. Accuracy assessment of the stated loan terms
The data show that, for personal loans, the difference between the loan
terms stated by the bank (RAPR) and the RAPR calculated by experts range
from -325% to 557% per annum, for cards – from -22% to 18% per annum.
This difference in RAPRs for personal loans is explained by a wide range of
the bank’s input data/loan terms (as, for example, a monthly fee). It should
be noted that this difference between the stated RAPR and the one
calculated by experts confuses the consumer in a big way.
As a result of the survey, it was found that 14 banks (64% of the total number
of banks surveyed) state the loan terms accurately, while 8 banks (36%)
publish inaccurate information on their websites.
In 37% of visits, actual terms and conditions of the signed agreement were
not consistent with the loan terms stated by the bank and included in the
information about substantial characteristics of the consumer lending
service (25% of visits for cards with a credit limit and 53% of visits for
personal loans). Of these, in 15% of visits (8% of visits for cards and 23%
of visits for personal loans), there were third-party service costs associated
with getting a loan, but they were not listed as stated loan terms (banks did
not include such costs in the total cost of credit and/or their RAPR
calculation and/or the loan passport did not mention them). The results of
the accuracy analysis of loan terms by Banks are presented in the table.

12

Difference between the stated
RAPR and the calculated RAPR
-8%
-7%
8%
3%
-19%
-13%
-16%
-4%
6%
13%
6%
1%
-9%
-7%
-18%
18%
-22%
15%
-3%
Bank №
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Accuracy assessment of
the stated loan terms12
+ (accurate)
+ (accurate)
+ (accurate)
+ (accurate)
- (inaccurate)
- (inaccurate)
- (inaccurate)
- (inaccurate)
- (inaccurate)
+ (accurate)
- (inaccurate)
+ (accurate)
- (inaccurate)
+ (accurate)
+ (accurate)
+ (accurate)
+ (accurate)
- (inaccurate)
+ (accurate)
+ (accurate)
+ (accurate)
+ (accurate)

For the Partner Banks, the assessment is based on the information received by the mystery shopper when submitting
the application through LIGA.Money; for Non-Partner Banks, the assessment is based on the information about substantial
characteristics of the consumer lending service.
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5

ADVERTISING OF CONSUMER LOANS

The main objective of advertising is to create a positive image of a product or service and highlight the
advertiser’s brand so that a consumer decides to purchase the advertised product/service. Financial
institutions are actively advertising their services, including consumer loans. To review such advertising for
compliance with legal requirements, mystery shoppers collected advertising leaflets, booklets, and calendars
from bank branches.
LEGAL REQUIREMENTS FOR CONSUMER LOAN ADVERTISING
Pursuant to Article 7 of the Consumer Lending Law, if consumer loan advertisements indicate an interest rate
or any data concerning the total cost of credit, such advertising must include standard information.
The European Commission’s Evaluation of Directive 2008/48/EC on credit agreement for consumers
dated November 5, 202013 provides: “The results of a recent behavioural study suggest that the
provision of the Annual Percentage Rate of Charge (APR) and the representative examples in
advertisings displayed online is effective in pushing consumers to compare other offers.”

For personal loans and credit cards, standard information includes:

▪
▪
▪

Maximum amount of a loan;
RAPR;
Maximum term of a loan.

An important requirement of the Consumer Lending Law is a ban on advertising loans as interest-free or
zero-interest. It is also required to provide standard information in the same font and give it in the main text
of the advertisement. Additional requirements for consumer loan advertising are specified in the Information
Support Regulation.
ANALYSIS OF ADVERTISING MATERIALS GIVEN
Advertising materials were given in 44% of visits. Half of these materials (53%) included information about an

interest rate or other data concerning the total cost of credit.
Chart 5.1 Availability of standard information in advertising materials (% of materials containing
information about costs, N=29)
About the maximum term of a loan

38%

About the RAPR

31%

About the maximum amount of a loan

83%

All standard information was available in 31% of such advertising materials. Information about the
maximum amount of a loan was included in 83% of materials, the RAPR – in 31% of materials and the
maximum term of a loan – in 38% of materials.
Bank advertising materials are uninformative for the consumer. Instead of providing information about the cost
of credit, banks focus on grace periods, large amounts of loans, quick and simple cash transfer procedures.
On a positive note, the mystery shoppers received no materials that directly advertised loans as free or
interest-free. However, some advertisements of credit cards included information about a grace period during
which interest would not accrue but did not contain information about an ordinary interest rate to be applied if
the loan is not paid off within the grace period or if loan proceeds are withdrawn as physical cash. This
presentation of advertising materials may give the consumer a wrong impression that the loan will be interest
free.
Contrary to law, almost half of advertisements provided the required standard information in different fonts.
Advertisements were not consistent with agreements in 6% of cases. Inconsistencies included the RAPR
and whether insurance was required.

13

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52020SC0254
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6
INTERACTION BETWEEN THE CONSUMER AND THE BANK AT THE PRECONTRACTUAL STAGE
Effective interaction between the borrower and the lender at the pre-contractual stage is an important aspect
in the consumer lending process. On the one hand, the borrower is interested in getting exhaustive information
about loan terms from the lender in order to select the best offer available, as well as assess his or her own
possibilities and make a reasonable decision. On the other hand, the lender should assess the ability of the
borrower to pay off a loan; therefore, it is interested in at least getting truthful information about the borrower’s
income14. The lender’s obligations concerning its interaction with the potential borrower before signing a
consumer loan agreement are governed by Articles 9 and 10 of the Consumer Lending Law. Informational
interaction between the borrower and the lender is also governed by the Information Support Regulation.
OBTAINING INFORMATION FROM THE BORROWER
According to the survey findings, bank consultants assessed creditworthiness in the presence of the mystery
shopper during 27% of visits. During 39% of visits, a consultant said that the bank would perform an additional
creditworthiness assessment, and, during 7% of visits, the borrower was informed that there was no need for
an additional assessment. According to the results of 27% of visits, as mystery shoppers reported, the
consultant did not perform any assessments and said nothing in this regard.
The most frequently asked questions by consultants were about the formal employment (83% of visits),
employer, official monthly income and requested loan amount (75% of visits). In almost half of the cases,
consultants asked about the unofficial income, term and purpose of the loan, as well as the existence of
outstanding loans. During some visits, bank employees inquired about the borrower’s marital status, asked for
telephone numbers of contact persons, whether the borrower owned any real estate, car, etc.
АNALYSIS OF WRITTEN PRE-CONTRACTUAL INFORMATION
A draft consumer loan agreement was provided in advance for information purposes only during 28% of
visits, which suggests the lack of progress, as compared to the 2019 survey when draft agreements were
provided also in 28% of cases. During almost half of visits, consultants said that the agreement would be given
for review right before signing. In 23% of visits, consultants informed that the borrower could find the draft
agreement on the website.
When the mystery shopper requested a draft agreement for information purposes, one consultant gave
a very eloquent response: “It’s there, somewhere. I need to find it. We have not had such requests for
a long time.”

The consumer loan passport was provided at the primary consultation stage in 57% (70 out of 124) visits.
This shows noticeable progress for such criteria, as compared to the 2019 survey, when the passport at this
stage was provided only during 32% of visits.

Chart 6.1 Consumer loan passports provided (% of visits, N=124)

Provided at the primary consultation stage

57%

Provided when signing an agreement

28%

Not provided at all

15%

At the agreement signing stage, another 28% (35 out of 124) of the mystery shoppers received the consumer
loan passport. Accordingly, in 15% (19 out of 124) visits mystery shoppers were not given a loan passport as
required by law. This indicator has changed for the worse, as compared to the 2019 survey findings, when the
borrower did not receive the consumer loan passport at all during 8% of visits.

14

The assessment of the borrower’s creditworthiness is especially important in view of the NBU raising risk weights for
unsecured consumer loans on July 1, 2021. For more details, please visit: https://bank.gov.ua/ua/news/all/pidvischenivagi-riziku-dlya-nezabezpechenih-spojivchih-kreditiv-bankiv-diyatimut-z-1-lipnya
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The European Commission’s Evaluation of Directive 2008/48/EC on credit agreement for consumers
dated November 5, 2020 states: “Stakeholders acknowledge that the Standardised European
Consumer Credit Information (SECCI) has had a positive impact on consumer protection by providing
them with information in an easily understandable and well-structured format. Nearly two thirds of
respondents to the Open Public Consultation and 85% of the consumers surveyed considered the
SECCI to be effective. 68% of consumers surveyed for this evaluation indicated to have received the
SECCI, a finding backed up by the mystery shopping where the SECCI was provided in 74% of the
cases.”

In 20% of visits, the consumer loan passport was part of a banking services agreement (a publicly available
part of the loan agreement) and, accordingly, was posted on the website rather than provided to the borrower
in hard or soft copy before signing the agreement. This trend is dangerous for consumers, because passports
on the website do not take into account the specific amount provided to a bank client. These passports
generally disclose information about a certain range (e.g., a credit limit of UAH5,000 to UAH200,000) or use
an example of calculations based on a standard amount which is not the same as the actual amount of a loan.
In response to questions about the loan passport, a consultant sometimes said, “All this information is
available on our website.”

15% of passports did not disclose substantial obligatory information required by the Consumer
Lending Law. This indicator has improved, as compared to the 2019 survey findings, when 25% of passports
did not have certain substantial information, such as a payment schedule, etc. In particular, 5% of passports
did not provide the estimated total cost of credit and/or total costs related to a loan, and 11% of personal loan
passports did not include a loan payment schedule. On a positive note, all the passports received had
information about the RAPR, nominal rate, fees charged by the lender, consequences of a delay in payments.
It should also be noted that, only in 26% of visits with insurance, the passport disclosed an estimated cost of
the insurance service, as required by Art. 9 of the Consumer Lending Law.

Chart 6.2 Differences between passport and agreement (% of visits where the passport was
available, N=105; as for insurance - % of visits with insurance, N=35)
N=35
Regarding the mandatory nature of insurance

46%

Regarding the amount of a penalty (fine)

10%
N=105

Regarding the amount of a nominal rate, fees,
monthly payments

6%

Regarding the amount of the estimated total cost of
credit

6%

Regarding the amount of the estimated RAPR

4%

In 37% of visits where the passport was available, there were significant differences in loan terms
between the passport and agreement. As a comparison, in the 2019 survey, differences between the
passport and agreement were detected in 34% of visits where the passport was available.
Particular consideration should be given to insurance practices. Thus, in 46% of visits with insurance, the
passport stated that insurance was optional or voluntary, at the option of the consumer. However, in
fact, the borrower signed an insurance contract. This indicator demonstrates a change for the worse, as
compared to the 2019 survey findings where differences regarding the compulsory nature of insurance
between the passport and agreement were detected in 35% of visits with insurance.
VERBAL CONSULTATIONS
At the pre-contractual stage, a bank employee disclosed the RAPR during 62% of visits. More specifically, in
27% of cases the consultant did this on his or her own initiative, and in 35% of cases in response to the request
of the mystery shopper. However, in 34% of visits, the consultant gave the RAPR that was different from the
one specified in the passport and/or agreement. As a comparison, in 2019, the consultant gave the wrong
RAPR in 42% of visits.
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During 38% of visits, the RAPR was not mentioned at all, which is worse than in the 2019 consumer lending
practices survey (30%). The most frequent comment of consultants, if they refused to disclose the RAPR, was:
“Everything will be in the agreement.”

Chart 6.3 Information about RAPR (% of visits, N=124)

Inaccurate

34%

Accurate

28%

Not disclosed

38%

In 68% of visits for personal loans, a nominal rate was disclosed to the borrower. As for card visits, in 70% of
visits the borrower received information about a reduced (grace period) rate and in a slight larger number of
visits (83%) – about an ordinary rate. In 86% of visits, the consultant informed the potential borrower about the
amount of fees (fees for additional/related services of the lender).
One of the major issues of consumer lending remains “voluntary-compulsory” insurance of borrowers. During
35 visits, the borrower signed an insurance contract. Of them, just in two cases (6% of such visits), the borrower
was offered a choice of three insurance companies, as required by law. As a comparison, in 2019, a choice of
insurance companies was offered in 4 out of 40 (10%) visits with insurance. Accordingly, 94% of visits with
insurance violated the requirement that the borrower be able to choose from among at least three
different service providers.
During 88% of visits, the consultant disclosed loan repayment and interest payment procedures (the payment
schedule), and during 91% of visits – full or partial early repayment procedures. Consulting regarding the
withdrawal from an agreement was not that good: this information was provided to the borrower just in 60% of
visits.
During 76% of visits, the consultant’s verbal information about important matters was different from that in the
consumer loan passport or agreement. This indicator worsened compared to the 2019 survey findings (in 2019,
verbal information was different from that in the passport or agreement in 66%).
Main differences between verbal consultations and the passport and/or agreement were recorded in relation
to the following:
- the consultant indicated a real annual percentage rate other than that specified in the passport and/or
agreement (34% of visits);
- the consultant said that the insurance was required, whereas the passport stated that it was not, and the
borrower signed the insurance contract (46% of visits with insurance);
- the consultant disclosed information about an interest rate, fees, a monthly payment and/or the total cost
of credit that was not consistent with written information (35% of visits);
- the borrower was given information about the penalty (fine, default interest) amount and accruing procedure
that was not consistent with written information (40% of visits).
This comment of a mystery shopper gives an apt description of consumer lending practices in most cases: “I
received a loan very quickly; however, they did not give me much information, only after I asked
questions.”
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7

ANALYSIS OF LOAN AGREEMENTS

Experts of LCF Legal Alliance, LLC have analyzed publicly available parts of agreements of 22 banks, as well
as agreements signed by mystery shoppers during their visits. The agreements have been reviewed for the
existence of all the terms and conditions required by Art. 12 of the Consumer Lending Law and also terms and
conditions that create heightened risks for the borrower.

Chart 7.1 Terms and conditions that can be considered violations of law (2019 - N=71, 2021 - N=124)
23%

No obligatory information

31%

Violations of the prohibition to require early repayment
if the borrower does not agree to change the amount
of payments

35%
77%
58%

A unilateral change in terms and conditions

77%
37%

Restriction of the right to early repayment

10%
2019

6%

Violation of the priority of claims

2021

18%

31% of agreements do not contain all the information that must be included in the agreement pursuant
to Art. 12 of the Consumer Lending Law. This indicator demonstrates a change for the worse, as compared
to the 2019 survey findings when 23% of agreements did not contain all the information that must be included
in the agreement under law. Moreover, our experts found significant differences, with respect to this indicator,
between personal loan agreements and credit card agreements. Thus, 48% of credit card agreements did not
have the information that must be in the agreement. Most often, such agreements lacked information about
the real annual percentage rate (23% of credit card agreements), total amount of the loan, interest rate. As
for personal loan agreements, just 8% of such agreements did not contain all the obligatory information. They
had no payment schedule or information about whether the actually signed insurance contract was required.
Art. 6 of the Financial Services Law prohibits financial institutions from requiring early repayment of an
outstanding part of debt and from terminating signed agreements unilaterally if the borrower does not agree to
a proposed increase in an interest rate or any other payment specified in the agreement. However, 77% of
agreements violated this provision by either giving the lender the right to require early repayment or by
requiring the borrower to settle all debts under the agreement if the borrower does not agree to a change in
certain payments specified in the loan agreement. A significant change for the worse was documented with
respect to this indicator, as compared to the 2019 findings when such clauses were found in 35% of
agreements. Such clauses are slightly more common in credit card agreements (85%) than in personal loan
agreements (66%).
Many banks have terms and conditions that are similar with respect to their legal consequences:
“The Loan is due to be repaid and the Client must settle the outstanding debt in full no later than the
following business day after any of the following circumstances occur:
- rejection of the Bank’s proposal to change the rate for using the Loan and/or the amount of Loan
servicing fees.”

Violation of part 7 of Art. 12 of the Consumer Lending Law is another provision in which a significant change
for the worse was recorded. This clause allows for changing the terms and conditions of the consumer loan
agreement only upon consent of both parties. In 2019 58% of agreements included such terms and conditions.
However, in 2021 77% of agreements included terms and conditions that give the lender the right to
make unilateral changes to the agreement, such as, e.g., changes in the amount of penalties/fines.
Pursuant to Art. 16 of the Consumer Lending Law, the consumer is granted the right to repay the loan early,
at any time, in part or in full, and the lender is not allowed to reject the consumer’s payment nor to charge the
consumer any fee for early repayment. However, 10% of agreements established certain conditions
limiting early repayment on the borrower’s initiative. In particular, some lenders set a minimum amount
that can be repaid early for personal loans, e.g., UAH500. Moreover, some lenders allow the borrower to repay
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the loan early only on those dates that are included in the payment schedule as loan due dates. Other lenders
stipulate that the borrower may repay the loan early at any time, but this payment will not be accepted for loan
repayment purposes before the following due date. In fact, this is the same as prohibiting the borrower to repay
the loan on any other dates. This indicator has improved, as compared with the 2019 findings when such
violation was found in 37% of agreements.
Some agreements provide: “The Bank debits the amount for the purpose of partial early repayment only on
the regular payment due date in accordance with the Payment Schedule.”
The European Commission’s Evaluation of Directive 2008/48/EC on credit agreement for consumers
dated November 5, 2020 provides: “Both the right of withdrawal and the right of early repayment are
working well, with creditors generally compliant. Overall, more than 70% of consumers are wellinformed about both rights. Only around 1% of consumers make use of the right of withdrawal, while
the right of early repayment is more commonly used, with around 25% of consumers repaying their
loan early, partially or in full.”

In violation of Art. 19 of the Consumer Lending Law, which sets a certain priority of creditor claims if the amount
of payment is not sufficient to fulfill the obligations under the agreement, 18% of agreements contained
clauses that allow the lender to determine the priority of claims on its own or provide for a priority
other than set by law. This is a change for the worse in relation to this indicator, as compared to the 2019
survey findings (6% of agreements in 2019).
A number of agreements included terms and conditions that are risky for the consumer. Specifically, 35% of
agreements provided for longer limitation periods (up to 70 years). This carries additional risks for the
consumer, because the lender has more time (even more than an average human lifespan) to file a claim
against the borrower. In addition, 8% of agreements had clauses that increase the limitation period for
enforcing a penalty.
21% of agreements contained an arbitration clause. The consumer is required to refer any dispute for
settlement to the Permanent Arbitration Court under the Pan-Ukrainian Financial Union (Pan-Ukrainian NonGovernmental Organization), a tribunal under the Ukrainian Chamber of Commerce and Industry, or a tribunal
under the Dnipro Banking Union Association. This creates additional risks for the consumer since consumer’s
possibilities to appeal the decision will be limited.
Another high-risk clause for the consumer, such as the lender’s right to disclose banking secrecy and/or
personal data in a wide or actually unlimited range of cases, was included in 72% of agreements.
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BANK EVALUATION

All 22 banks included in the sample were evaluated by the following criteria:
- Assessment of the accuracy of the stated loan terms and conditions (no signs of the inaccuracy of the stated
loan terms and conditions found, signs of the inaccuracy of the stated information found): weight in the score
– 30%;
- Assessment of loan agreements for the existence of unfair terms and conditions for borrowers (the analysis
found no signs of unfair terms and conditions for borrowers, the analysis found one sign of unfair terms and
conditions for borrowers, the analysis found more than one sign of unfair terms and conditions for borrowers 15):
weight in the score – 30%;
- Assessment of consumer lending practices (the analysis found no negative signs, the analysis found one
negative sign, the analysis found more than one negative sign): weight in the score – 30%;
- Availability of a code of ethics with consumer protection rules (the lender has a respective code of ethics or
other similar corporate document, the lender does not have such a document): weight in the score – 10%16.
Based on the above assessments, the total score was determined for each bank, which made it possible to
rate banks in terms of their qualitative characteristics. Rating results are in the table below17.

Bank #
1
2
3
4

Assessment of the
Assessment of loan
Availability of a
Assessment of
accuracy of the stated agreements for the existence
code of ethics with
consumer
Total score
loan terms and
of unfair terms and conditions
consumer
lending practices
conditions
for borrowers
protection rules
1
1
1
1
1
1
-1
1
1
0.4
1
0
1
1
0.7
1
0
1
1
0.7

5

-1

-1

-1

1

-0.8

6

-1

-1

-1

1

-0.8

7

-1

-1

-1

1

-0.8

8

-1

0

1

1

0.1

9
10
11

-1
1
-1

-1
0
0

-1
1
-1

1
1
1

-0.8
0.7
-0.5

12

1

0

0

1

0.4

13
14
15
16
17
18
19

-1
1
1
1
1
-1
1

-1
-1
0
0
0
0
0

-1
1
-1
1
0
0
0

1
1
1
1
1
1
1

-0.8
0.4
0.1
0.7
0.4
-0.2
0.4

20
21
22

1
1
1

-1
0
0

0
0
0

1
1
1

0.1
0.4
0.4

Bank evaluation

Based on our evaluation methodology, one bank was awarded 5 gold stars for its lending practices, four banks
received 4 gold stars, and seven banks received zero gold stars.

Such signs as “the agreement provides for the lender’s right to require early repayment of debt if the borrower does not
agree to an increase in payments under the loan agreement” and “the lender’s right to change unilaterally the terms and
conditions specified in part 1 of Art. 12 of the Consumer Lending Law” were considered as one violation, since the violation
of both Art. 6 of the Financial Services Law and Art. 12 of the Consumer Lending Law was included in the same clause of
agreements analyzed.
16 As for all the characteristics, apart from the availability of the code of ethics, in the event that several examples (visits)
with different results were recorded, the existence or absence of a respective sign is determined based on the results that
prevail, and in the event that the same number of different results were recorded, it is considered that a negative sign was
found (inaccuracy of the stated loan terms and conditions, unfair terms and conditions, or a negative sign of consumer
lending practices).
17 The value “+1” means that positive signs prevail for the respective criterion, -1 – negative signs. According to the
summarized score, one of the following evaluation levels (number of stars) is assigned: 0 stars: <0, 1 star: [0-0,2] points,
2 stars: (0,2-0,4] points, 3 stars: (0,4-0,6] points, 4 stars: (0,6-0,8] points, 5 stars: >0,8 points.
15
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CONCLUSIONS AND RECOMMENDATIONS

Since the last Project survey in 2019, bank consumer lending practices have changed very little. For example,
the average cost of a personal loan is almost unchanged since our 2019 survey - 138% versus 121% in 2021.
Accuracy of information, compliance with disclosure requirements, and fair treatment of the consumer have
not improved and, in some practices, have even gotten worse. Mystery shopping visits demonstrate that banks
need to review and improve at all stages of the consumer lending process. This concerns advertising,
disclosures, terms and conditions of agreements, and the real cost of credit. In general, a culture that
emphasizes customer satisfaction is lacking.
Insurance practices by banks as a requirement for a loan are the largest cause for concern. Everything looks
good “on paper”: a list of so-called “approved” insurance companies that includes three or more insurers can
be found on the website of any financial institution. But, in reality, the consumer is deprived of the right to
choose an insurance company (mystery shoppers were offered a choice of three insurance companies only
during 2 out of 35 visits).
Banks also continue to pretend that insurance is not compulsory – the passport states that it is at the option of
the consumer, but the consumer is verbally informed that he or she must sign an insurance contract.
In addition, financial institutions find new ways of providing additional insurance services (insurance against
BPC risks and Covid) with a respective increase in the amount and/or cost of credit by the amount of such
costs and, as a consequence, an increase in the burden on the borrower. This is relevant both in terms of
consumer rights and in terms of restricting competition in the insurance services market; however, we do not
see that financial institutions are willing to review their practices in this area.
Banks need to comply with the current RAPR calculation methodology required by law. As our survey shows,
the RAPR stated in the agreement is consistent (or is greater – roughly consistent) with the RAPR according
to our experts’ estimates in 63% of visits. Likewise, the RAPR stated in the information about substantial
characteristics of the consumer lending service is also consistent with the RAPR according to our experts’
estimates in 63% of visits. However, regulations do not address in detail the calculation of the RAPR on such
special credit product as credit cards (cards with a credit limit). Misleading information provided by financial
institutions about substantial financial conditions of this credit product may mislead the borrower, encouraging
him or her to take unreasonable actions (accumulate debt), and increases the bank’s NPL portfolio.
RECOMMENDATIONS FOR FINANCIAL INSTITUTIONS:

▪

Stop requiring insurance for loans without disclosure of information on the need and cost of such
insurance and without giving the borrower a choice of its provider. If any insurance is compulsory, the
cost of insurance should be included in the calculation of the RAPR and total costs;

▪

Improve the accuracy of advertising materials and materials on websites (as well as their accessibility)
to give the consumer necessary information about the cost of a consumer loan and, most importantly,
information of a true value of the RAPR;

▪

Ensure that agreements include all the terms and conditions required by Art. 12 of the Consumer
Lending Law;

▪

Delete unlawful terms and conditions from agreements (including from publicly available parts of
agreements);

▪

Focus on creating an environment of customer satisfaction through training of bank consultants and
strengthening compliance controls (a fair attitude towards clients, the provision of truthful information
about substantial financial terms and conditions of the consumer loan).

▪

Eliminate the differences between the information provided to a consumer on different stages of credit
process – advertisements / substantial characteristics of the consumer lending service / precontractual information / the agreement and actual RAPR and the total cost of credit;

▪

Focus on improving the quality of verbal consultations for potential borrowers (specifically by delivering
regular trainings for consultants).
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RECOMMENDATIONS FOR CONSUMERS:

▪

Read carefully all the documents available on the website of a financial institution and all agreements
before taking out a loan;

▪

Find out the RAPR, total cost of credit and payment schedule of a loan offered by a bank and do
comparison shopping.

▪

Ask questions about any unclear or conflicting information but rely on the written terms and conditions
of the agreement.

RECOMMENDATIONS FOR THE NATIONAL BANK OF UKRAINE:

▪
▪

Continue to be pro-active in informing consumers about their rights and obligations under law;

▪

Based on the results of the analysis of international experience, develop the calculation model for the
RAPR on cards with a credit limit and make it a separate calculation and/or separate
scenarios/models;

▪

Consider implementing in Ukrainian law the responsible lending concept that requires lenders to act
not only in their own best interest but also take into account the interests and needs of borrowers (by
making an accurate assessment of the borrower’s creditworthiness and the loan’s suitability for this
borrower)18;

▪

Ensure that banks consistently adhere to the requirements of the Consumer Lending Law with respect
to the provision of related services by third persons (insurance). First and foremost, focus on ending
insurance practices that do not offer consumers a choice of an insurance company;

▪

Publish regular NBU reports on compliance by banks with legal requirements for financial consumer
protection. Such a report could highlight, in addition to consumer complaints, consumer protection
issues considered by the NBU during off-site supervision and inspections by banks.

Carry out pro-active monitoring of compliance by lenders with the real annual percentage rate
calculation methodology required by law;

18

The same recommendation was provided in April 2021, based on the findings of the payday lending market survey:
http://www.fst-ua.info/wp-content/uploads/2021/04/Payday-Lending-Consumer-Experience_Report-April-2021_ua.pdf
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