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“The unsecured personal loans market has experienced a
period of strong year-on-year growth, as record low

interest rates and rising consumer confidence have led to a
rise in demand. However, the Brexit vote has led to

uncertainty about the UK’s economic future, meaning
people could be put off committing to long-term financial

commitments in the near future.”
Jessica Galletley, Financial Services Analyst

This report looks at the following areas:

• Short-term mindset makes loans unappealing
• Vulnerable consumers should be given personal indicative rates
• Soft-search tools will change the way people search and apply for loans

What you need to know
Record low interest rates and rising consumer confidence have sustained demand for credit for larger
expenses. Other consumer credit, including loans and overdrafts, is now growing at a faster rate than
the credit card market. Mintel estimates that the personal loans market grew by 8.2% in 2016.
However, future uncertainty around the terms of Brexit is likely to make people think twice about
taking on big credit commitments. As a result, growth rates are expected to be slightly more subdued
over the next few years.
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Lloyds Banking Group is the market leader in personal loans

High-street banks target existing customers
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Adspend for unsecured loans falls by nearly half
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Lloyds Banking Group is the market leader in personal loans
Figure 26: Value of outstanding balances for personal loans/unsecured lending (UK), by selected providers, 2014 and 2015
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Credit cards as loans

Loans as credit cards
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Soft searches starting to be rolled out to loans
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Figure 27: Total above-the line, online display and direct mail advertising expenditure on loans, 2011/12-2015/16
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Two thirds of adults owe money on a loan or credit product
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A fifth of credit users owe less than £500
Figure 41: Amount owed on all loans and credit products, October 2016

Personal loan holders have higher outstanding balances
Figure 42: Loan and credit product ownership, by amount owed, October 2016

Over-55s tend to have lower outstanding balances
Figure 43: Amount owed on all loans and credit products, October 2016

Flexible features are important when considering a loan …
Figure 44: Interest in loan features, October 2016

… and consumers want loans to adapt to changes in their finances

Soft-search checks will dispel concerns over rejections

On-the-go access is not that important for loans

Added flexibility could attract potential loan users
Figure 45: Interest in loan features, by agreement with the statement ‘I prefer to use other credit products (eg credit cards, overdraft)
before taking out a loan’, October 2016

People recognise the differences between advertised and actual rates
Figure 46: Attitudes towards interest rates, October 2016

… but they still play a big part in decision-making
Figure 47: Response to the statement ‘I look for the best advertised rate when selecting a loan provider’, by demographic group,
October 2016

People want to know how they can get the best rates

Confusion means people look elsewhere
Figure 48: Agreement with the statement ‘It's difficult to understand how to get the best rates’, by type of personal loan, October 2016

Borrowers have an aversion to credit
Figure 49: Attitudes towards borrowing, October 2016

Protection products need to be repositioned

Credit cards pose a challenge for the prime market

Two thirds of loan holders would have preferred to use a different credit product
Figure 50: Attitudes towards borrowing, any ‘Yes’, October 2016

Low repayments are key for younger generations

Abbreviations
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Methodology
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Additional best/ worst forecast table
Figure 52: Best and worst case forecasts for the value of unsecured personal loans, by gross advances, 2011-21

Forecast methodology
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