Reliance on credit fuelling new wave of crippling consumer debt, warns IVA.com    

- 0% balance transfer strategy backfiring for many

- Store cards still a fatal temptation for women

- Enquiries at debt help website soar by 75% after costly festive period

- Debts averaging £40k

- Government recommendations on curbing lenders’ credit card rules welcomed by IVA.com

MIS-USE of zero per cent balance transfers and the enduring temptation of store cards is dragging consumers down into crippling levels of debt, according to debt solution website IVA.com.

 
As warning lights flash on inflation and unemployment levels, the ease with which growing numbers of people are slipping further into debt on credit is a major concern, said IVA.com director Terry Balfour.

“Since the beginning of the year we have seen an increase of almost 75 per cent in the number of enquiries from people unable to manage mounting debts and a constant lament is the unstoppable growth of their credit card debts,” he said.

“Despite the fact that credit cards are the most expensive way of getting by, huge numbers of people are continuing to use them to manage financially and pay unavoidable bills such as the mortgage. It’s the biggest mistake they can make.”

A common error is the mis-use of the very thing they think will save them – the zero per cent balance transfer. 

“The only way this can ever be of benefit is to stick absolutely to the terms and conditions because failure to understand how to manage the agreement or missing a payment will negate the deal and it’s back to square one,” said Balfour.

“If the card doesn’t come with a zero per cent offer on purchases as well, any purchase put on the card will effectively put an end to the 0% on the balance transfer, something that many of our callers simply didn’t realise. Similarly, if they miss a repayment for any reason the whistle blows, the zero deal is off and the standard APR kicks in.

“It’s understandable that many people think they can pay off the purchases and be back to the original deal,” says Balfour. “Not so. Their only option then is to switch to another 0% deal but that may not be possible if they have exhausted their creditworthiness. And if they do succeed they will still be faced with paying for another transfer fee.”

The Government’s proposals to get lenders to change their terms in favour of borrowers in order to address this problem is welcomed by IVA.com, but is something that has naturally not been met with enthusiasm. 

Store cards are also still proving to be a financial black hole that is sucking the life out of consumers’ chances of staying afloat – the vast majority being women.

“I would say that almost all the female callers we speak to have maxed up on store cards,” said Balfour. 

“Shops are still offering immediate discounts at the till for those taking out a credit agreement and for many who want to save every penny but still buy the goods, it sounds like a smart move. It’s not. Unless you’re going to cut up the card as soon as you get it, it’s a sure fire way of compounding the problem.”

The recession may be on the wane but with inflation now a real worry and unemployment expected to remain an issue for several years, serious debt is going to affect more and more ordinary families, Balfour believes. 

“Seeking help as soon as possible is the only way out for those in serious debt. They simply cannot do it alone,” he said.

“There are many first class professional organisations with a wide range of solutions which can provide immediate help - all it takes is a phone call to set the ball rolling.”

IVA.com offers truly independent, unbiased guidance and is the first port of call for applicants looking for help with debt management. There are over 1,000 debt solution firms and insolvency practitioners listed on the company’s database, covering the whole of the UK. 

This service enables consumers to read candid reviews of insolvency practitioners by current and past clients so that they can make informed decisions on which IP they believe is most likely to be able to provide the service they want and need.

Choosing the best IP, based on recommendation and research, is absolutely vital if people are to deal with their debts effectively. The wrong choice could see them suffer for longer and ultimately, lose everything. 
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Editor's notes

Founded by its director Terry Balfour in 2007, IVA.com is the first IVA comparison website in the UK. It is a free interactive online service for consumers looking for an IVA firm most suitable to their needs. Its database has over 1,000 UK-based debt solution firms and insolvency practitioners (IPs). IVA.com brings transparency to the market by employing its unique rating system based on the real experiences of IVA customers. There are over 500 reviews and many more ratings that provide people with details of how IVA firms are performing. 

