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MEDIA RELEASE
Friday, 9 September 2011

Financial counsellors put conference on hold to support a cap on payday loans

In an unprecedented move for the financial counselling sector, the Financial and Consumer Rights Council’s (FCRC) is interrupting its annual conference to protest against the payday lending industry which charges exorbitant interest rates to the people who can least afford it. 

Around fifty of the financial counsellors attending the conference will be putting proceedings on hold to march on Cash Converters’ Geelong branch at 12:30 pm and deliver their message straight to the lenders themselves – 48 per cent interest is enough.

Fiona Guthrie of Financial Counselling Australia (FCA) said payday lenders were currently charging effective interest rates upwards of 600 per cent, often with scant regard to the borrower’s ability to repay the loan.

“The financial counsellors here today have seen loans with huge interest rates given to people whose sole income is the disability pension, and they’ve seen people given loans to help pay off previous loans. Financial Counsellors  regularly hear stories of people being unable to pay their rent or utilities bills because payday lenders have direct debited a huge sum of money from the borrower’s account on the day they get paid.

“I think what today shows is that financial counsellors are sick of hearing payday loan horror stories, they’re sick of seeing people get exploited, and they’re sick of seeing people going hungry because of these loans,” said Ms Guthrie.

Peter Gartlan of the Financial and Consumer Rights Council said that financial counsellors will also be voicing their support for the Federal Government’s proposed regulations on payday lenders which would cap the amount of interest they can charge borrows and place restrictions on repeat borrowing, to help people avoid falling into a debt trap.

“Financial counsellors often see people taking out a high cost loans one week, and then having to take out another loan because the repayments haven’t left them with enough money to live on – it’s a vicious cycle”, said Mr Gartlan.

“The payday lenders are upset that there will be a cap on what they can charge, but the proposed regulations aren’t even as onerous as those that have been in place in New South Wales, Queensland and the ACT for years. Lenders have survived under an interest rate cap in those states for years – we just want to see similar protections extended to all Australians. Victorians desperately need this protection.

“There’s around 50 financial counsellors here today, and thousands more around Australia, who’ll tell you that payday loans are not the way to go. More credit does not solve financial difficulty. People in desperate need of money should always contact a free financial counsellor first by ringing 1800 007 007 from anywhere in Australia.
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