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Introduction

Despite the credit crunch there is no indication that debt problems for CCCS
clients in Wales have been getting worse. Indeed over the past 12 months
the average amount of debt is actually declining. This most probably means

that the impact is being delayed.

What is worrying, in the meantime, is the increasing pressure on the
household budgets of those in debt caused by super-inflationary rises in
everyday living costs. The money available to an average client to pay off
debts has fallen to just £21 a month compared with £130 five years ago. The
rising costs of food, housing and utilities will push more people over the edge

into bankruptcy.

At the same time people in debt are getting older: for the first time in 2008 the
over 60s accounted for 10 percent of clients and more than half of our clients
are now aged over 40. This has been a marked trend in Wales over the past
five years, and is one which is mirrored in the UK as a whole, but Wales has a
higher proportion of homeowners, 47 percent compared with a UK average of
under 40 percent. This suggests that repossession may face more

households in Wales.

The aim of this analysis of debt and over-indebtedness in Wales is to get
beneath the media hype and to bring more understanding to the actual
pressures on households in debt. It is clear from this report that the current
threat to such households is not the credit crunch, rather it is the spiralling
costs of everyday living. We trust this greater understanding will bring more

effective help to people in need.

M adtolin oG

Malcolm Hurlston

Chairman Foundation for Credit Counselling

y//



CCCS RESEARCH

Table of Contents

1. Summary of findings 4

2. Analysis
2.1 Number of clients
2.2 Budget surplus
2.3 Age
2.4 Gender
2.5 Marital status
2.6 Housing

= ©O© 0 0 N O O O»

2.7 Income

3. Conclusions 12
4. Appendices
4.1 Tables relating to graphs 13

4.2 CCCS services in Wales 15

5. Further information and contact details 17

y//



CCCS RESEARCH

Debt in Wales

Summary of findings:

e CCCS expects to help around 6,000 people from Wales with
their debt problems in 2008, two-thirds over the telephone
and one third online via CCCS Debt Remedy. In 2003 we
helped just under 1,400 people.

e Average budget surpluses are falling, squeezed by rising
household bills, food, petrol and other inflationary pressures.

Clients have less money to repay creditors.

e Spending on utilities and housing is outpacing the RPI,

leading to a further squeeze on clients’ budget surpluses.

e CCCS clients are getting older, and for the first time the 40-
59 age group is the largest. Also for the first time, the over

60s make up over 10 percent of clients.

¢ Although those with higher incomes have the largest debts, it
is the poor who face the greatest difficulty in dealing with
their debts. In 2007, those earning less than £10,000 per
year had an average debt to income ratio of over 30 percent,

compared to an average of under 23 percent.
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2. Analysis

This report examines the circumstances of the over-indebted in Wales over
the last five years. The information is drawn from over 13,000 clients
(13,987) who had in-depth telephone counselling session between 2004 and
June 20, 2008 with the Wales Centre for Credit Counselling, part of the

Foundation for Credit Counselling, an independent charity.

2.1 Number of clients

Since 2004, the number of clients seeking help from the Wales Centre for
Credit Counselling has increased steadily from just under 1,400 in 2004 to
almost 4,300 in 2007, and we expect a similar number of clients by the end of
2008. In addition to this, we project that by the end of 2008, approximately

2,000 clients will have received online advice via ‘Debt Remedy’.

The growth in the number of people who have had a counselling session is
shown in the graph below. The blue bar is a seasonally adjusted projection
based on the first six months of 2008 of the numbers that we will have helped

by the end of the year.

Chart 1 — Number of telephone clients in Wales
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2.2 Budget surplus

The average budget surplus of CCCS clients in Wales has fallen dramatically
since 2004. In 2004, the average budget surplus was over £130, but has
plummeted to just £21 for 2008 so far. This reflects the increased costs of
many essential items, which have far outstripped inflation, as shown by the
chart below. Across the UK, client spending on housing has risen by an

inflation busting 40 percent, and spending on utilities by 24 percent.

Chart 2 — Average budget surplus
£160
£140
£120
£100

£80
£60
£40
£20

£0
2004 2005 2006 2007 2008 (YTD)

Chart 3 — UK client spending by main expenditure groups (Jan 2004 = 100)
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2.3 Age

Following recent trends, the proportion of older CCCS clients has risen in
2008. In particular, the over 60s now make up over ten percent of our clients;
a 10 percent increase year-on-year. Furthermore, as we predicted last year,
the 40-59 age group has now overtaken the 25-39 age group as our largest

group of clients, and makes up over 43 percent.

Table 1 — Age groups

2004 2005 2006 2007 2008*
Under 25 £12,610[ £13,955] £12,910] £9,428| £8,434
25-39 £21,700| £27,280| £23,562| £21,136| £20,834
40 - 59 £27,817| £31,363| £31,534| £28,070| £26,104
60 and over £27,918( £31,628| £29,429| £29,826| £28,705

Chart 4 — Age groups — 2008 (YTD May)
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Average debt levels in 2008 so far are lower than in 2007 across all age
groups. For the first half of 2008, the average debt for the 40-59 group was
just over £26,000 — almost £2,000 lower than in 2007.
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Chart 5 — Outstanding debt by age
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2.4 Gender

Women make up the majority of CCCS clients in Wales. This reflects the fact
that they tend to be single, on lower incomes than average, and often have

children. In all these respects they are more vulnerable to debt problems.

Table 2 — Gender

2004 2005 2006 2007 2008*
Male 45.0%| 45.7%| 43.9%| 42.8%| 45.8%
Female 55.3%| 54.3%| 56.1%| 57.2%| 54.2%

2.5 Marital status

Just over 48 percent of clients in Wales in the first half of 2008 described
themselves as being part of a couple (married or co-habiting). While couples
are more likely to own a home and have children, and thus have higher
potential levels of debt, this is counterbalanced by the fact that they have
greater capacity to earn. In 2008, the average debt for a couple was £29,313,

compared to £18,765 for single men and £13,669 for single women.
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Table 3 — Marital status

2004 2005 2006 2007) 2008*
Single| 53.3%| 49.2%| 50.8%| 54.4%| 51.7%
Couple| 46.7%| 50.8%| 49.2%| 45.6%| 48.3%

Chart 6 — Outstanding debt by marital status
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2.6 Housing

The proportion of CCCS clients in Wales who are homeowners has increased
significantly since 2004, from just 35 percent in 2004 to over 47 percent in the
first half of 2008. This figure is considerably higher than the 2007 UK average

of under 40 percent.

In 2008, average homeowner debt was £25,862. This was 44 percent higher

than that of tenants, reflecting the greater borrowing capacity of homeowners.

Table 4 — Housing situation

2004 2005 2006 2007| 2008*
Owners 35.0%| 42.6%| 46.1%| 43.1%| 47.2%
Renters 65.0%| 57.4%| 53.9%| 56.9%| 52.8%
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2.7 Income

CCCS had clients in Wales with a wide-range of incomes. As one would

expect, those clients with larger incomes also had larger debts.

Chart 7 — Outstanding debt by income
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However, the main factor in determining the extent to which debts will be
problematic is the ratio of debt to income. As the chart below demonstrates,
although those with higher income had significantly larger levels of debt, it is
those in the lowest income groups who have the greatest D:l ratios, and face

the toughest challenges in attempting to pay back debt.

Chart 8 — Average debt and D:l ratio by income group, 2007
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In 2007, 62 percent of CCCS clients had a D:l ratio of under 20:1, with the
largest group being those with ratios of under 10:1. The average D:| ratio was

approximately 23:1.

Chart 9 — Proportion of Clients by D:| Ratio, 2007
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3. Conclusions

On the basis of our statistics from the first six months of 2008, it appears that
average debt levels in Wales are falling for all age groups. This follows a drop

in 2007 for all age groups except in the over 60s.

There has also been a continuation of the increase in the proportion of older
people using our services. In the first half of 2008, over 10 percent of our
clients were over 60, and as we predicted last year, for the first time the age

group which contributed the highest number was the 40 to 59 group.

Single people make up just over half of CCCS clients. The average debt of
single men and women is slightly under £13,000 — 46 percent lower than that
of people in a couple. This disparity is, however, tempered by the greater
earning capacity of couples, and also by the lower costs often faced by

couples, for example accommodation costs.

Although level of debt is higher for those in higher income groups, it is those
on the lowest income who face the biggest challenges in repaying their debts,
as the ratio between outstanding debts and income is highest. In 2007, those
in the lowest income group face an average D:| ratio almost 34 percent higher
than the overall average.

The major new impact on budgets is the rising cost of utilities and housing.

The money available to repay unsecured debt is being squeezed, making it

likely that bankruptcy will become a more frequent solution.
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