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Lending in a time of crisis
According to the Institute for Government, the ‘cost of  
living crisis’ refers to the fall in ‘real’ incomes (adjusted  
for inflation and tax increases) since late 2021. 

This perfect storm of high inflation, rising fuel, energy  
and food costs, interest rates and tax increases — and now 
the war in Ukraine — have combined to severely pressure 
incomes, especially for lower and middle-income households. 

There’s little doubt affected consumers will adjust their 
credit and repayment behaviours to accommodate the  
new constraints, but how should responsible credit  
providers respond?

During the crisis, we believe lenders play an essential role  
in helping support their customers — while sustaining 
business — by applying data-driven insights to five key 
strategies. This ebook contextualises those strategies  
and outlines actionable steps.

Information for Good®

As a global, data-driven insights company, we make trust 
possible in modern commerce. We do this by delivering 
enhanced information to ensure consumers are  
reliably represented in the marketplace. 

As a result, businesses and consumers can transact 
with confidence and achieve great things. We call this 
Information for Good.

We believe providing opportunities to overcome financial 
adversity, realise economic aspirations and achieve a 
higher quality of life is of the utmost importance,  
even — and perhaps especially — during times of crisis. 

We trust the information in this ebook 
will be of value to your business.

INTRODUCTION 
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With financial disparity set to continue, future-facing lending strategies should take an agile approach to segmentation that’s 
informed by customer circumstances. Recent analysis by ONS suggests that those on the lowest incomes (less than £20,000) 
and renters had the highest likelihood of reporting that their household could not afford an unexpected expense.

Source: Office for National Statistics (ONS) – Opinions and Lifestyle Survey (OPN)

ACTIONABLE INSIGHT
The reality of polarised financial 
circumstances across segments 
makes a holistic view of affordability 
paramount. An Affordability Report can 
seamlessly process new applications 
while assessing financial situations 
to help determine creditworthiness — 
without the time and cost constraints  
of manual intervention.
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Beyond the headlines
We’ve seen headlines about record-level prices at fuel pumps, 
soaring inflation, looming interest rate hikes, unprecedented 
heating costs, unaffordable rent increases, stealth taxation, 
personal bankruptcy and business foreclosures.

Whereas the headlines are stark and alarming, a deeper dive 
paints the emotional impact with the words anxious, uncertain 
and stressed — underscored by empirical data. 

It all points to a year of economic distress for millions of 
consumers, many of whom are already maxed out covering 
basic living expenses.

Where are consumers going to cut back to stay afloat?

We believe this escalated consumer vulnerability will increase 
portfolio risk.

Low-income,
single adults 

Low-income 
family households

Middle-income 
households of 
any family type

54%18%  6–8%

The average spend of the lowest-income households on food and housing is double that of the wealthiest.
Source: The Joseph Rowntree Foundation

Average income spent on gas and electricity (after April)
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POTENTIAL IMPACT

According to Reuters, the war in Ukraine pushed energy 
prices even higher. 

The Bank of England predicts inflation will reach around 
10% within the year. 

With millions of UK consumers at risk of financial 
stress, the lending landscape could face unprecedented 
challenges requiring innovative solutions.

ACTIONABLE INSIGHT
Economic uncertainty impacts how businesses track, 
manage and treat existing customers experiencing financial 
stress. A Digital Onboarding solution can help streamline 
growth-oriented strategies with robust, data-driven insights 
to identify profitable prospects, and automated security 
features to accelerate conversions.

Reuters Poll: UK inflation and monetary policy outlook
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Reuters Poll: UK inflation and monetary policy outlook

Source: Refinitiv Datastream/Reuters Polls

Poll conducted April 19-25, 2022

Prerana Bhat and Milounee Purohit 
Reuters Graphics

Increased vulnerability 
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Heightened portfolio risk 
Too many stressed customers  
could go undetected

The expected breadth and depth of potential financial 
disruption to lower and middle-income consumers 
will have a material impact on the lending industry.

Regulators have been actively assigning responsibility  
to lenders to protect vulnerable consumers for some time. 
The imminent, expected increase in exposed consumers will 
likely sharpen the focus on responsible lending practices.

Sustainable business growth in the lending space will 
require maintaining a critical mass of profitable customers 
while advancing reconfigured offers to a broader spectrum 
of emerging prospects with evolving needs.

This new business divergence is unlikely to succeed using 
traditional risk metrics. 

With its unprecedented behavioural trends, the increased 
complexity of the unfamiliar landscape could obscure  
both real-time risks and opportunities appearing within 
lender portfolios.

Household income additional pressures
As well as likely higher inflation, household budgets  
may be squeezed by changes to income tax and  
National Insurance contributions, higher interest rates  
and changes to Universal Credit.
Source: Commons Library Research Briefing, April 14 2022

Reasons for increased cost of living
Among UK adults who reported an increase in their cost of living, 
 6 January-27 February 2022

Source: Office for National Statistics, Impact of increased cost of living on adults 
across Great Britain: November 2021 to March 2022, 30 March 2022

 

Reasons for increased cost of living

Among UK adults who reported an increase in their cost of living, 
6 January-27 February 2022

Price of food shop has increased 90%

79%

71%

11%

10%

8%

4%

Gas or electricity bills have increased

Price of fuel has increased

Rent or mortgage costs have increased

Price of public transport has increased

Income or earnings have reduced

Other

Hours of work have reduced

Lost my job or stopped working

3%

2%
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SOLUTION 1
Holistic perspectives

Just as buy now, pay later (BNPL) uses new 
technology to increase consumer choice and 
control, Open Banking solutions can enable 
lenders to offer customers the same level of 
control over their finances.

ACTIONABLE INSIGHT
Capture new data points showing support 
for customers in pre-arrears or collections 
difficulties — such as whether customers 
receiving benefit payments are more financially 
stressed than previously.  
 
If so, investigate why and how to help them. 
Our Open Banking Platform provides real-time 
insights on creditworthiness to help develop 
offers that satisfy current and future needs 
and affordability.
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Affordability stress testing
Apply stressed cost-of-living scenarios  
to portfolios — underpinned by data-driven 
income insights

Affordability for low and middle-income earners could be 
fluid throughout the year as consumers respond to ongoing 
shifts in their take-home income, household expenses,  
debt repayment costs and level of savings.

With such added pressure on every aspect of a consumer’s 
disposable income, affordability stress is likely to require  
a review of policy rules and cut-offs.

Increased regulatory pressures and heightened competition 
within the lending space could make existing limits, 
preapprovals and previous cross-sell offers unaffordable  
for many consumers.

Customer-facing employees should be trained in lender 
company policies and processes relating to the latest 
regulatory requirements, with reports of such training  
kept on record.

RECOMMENDED RESPONSE 
Deeper transactional assessment using categorised,  
current account expenditure data for a granular view  
of behaviour and spending: 

• Batch or real-time categorisation of lender’s transactions

• Validate payment affordability in light of income  
and expenses

• Recent income shock checks
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SOLUTION 2

Resilience scoring
Gain improved insights on the consumer’s 
ability to deal with disposable income stress

Different people respond to a crisis in diverse ways.  
The credit-based behaviours of a stable past may not be a 
reliable predictor of future, financially-stressed responses. 

There are also broader requirements for lenders around the 
identification and treatment of vulnerable customers.

A more reliable indicator of imminent, credit-based behaviours 
requires a holistic, trended view of traditional and alternative 
data that factors in income and expenditures, proportionality 
reviews and increased focus on stressor scenarios.  

ACTIONABLE INSIGHT
Enhanced data insights can help lenders make 
better credit decisions. TrueVision® supports early 
warning indicators across the credit lifecycle at 
the consumer and portfolio level by interactively 
assessing multidimensional stresses. This helps 
define more profitable account opening offers  
and drive consumer opportunities — without 
increasing risk.

RECOMMENDED RESPONSE
Stress test single or multiple components in 
disposable income and understand portfolio impacts:

• Based on consumer-level disposable income 
association weighting 

• Income, energy, COL, HCST and mortgage 
payments trajectories

• Stress proportions and potential delinquency 

Early warning indicators
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All adults in England, 16 to 27 March 2022
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SOLUTION 3 
Educate with empathy

Around 2 in 10 (23%) adults living in the most deprived 
areas reported they had borrowed more money compared 
to a year ago.

ACTIONABLE INSIGHT
Personalisation, trust and empowerment are three aspects 
of the customer experience well worth investing in through 
the crisis. CreditView is a custom-label, interactive credit 
dashboard that helps lenders serve prequalified offers 
while increasing engagement with customers. The solution 
empowers customers experiencing financial difficulty, 
offering easy access to credit score monitoring and alerts, 
debt advice and money management tools to enhance 
personal financial planning.

Source: Office for National Statistics (ONS) - Opinions and Lifestyle Survey (OPN)

All adults in England, 16 to 27 March 2022
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Leverage loyalty
Empathise with customers, empower them with tools, 
and promote positive participation in repayment

Most customers don’t enter credit contracts with the explicit intention 
of defaulting on their commitments, but when life’s circumstances create 
financial pressure, something has to give.

Research from TransUnion has shown in the hierarchy of liability, rent and 
mortgages take priority over other forms of secured and unsecured debt, 
but even they’re vulnerable in the face of everyday necessities.

The way lenders manage customers’ 
financial constraints through the cost of 
living crisis will influence the long-term 
loyalty and brand commitment of  
those affected. 

Active empathy, meaningful engagement, 
and constant communication about viable 
repayment alternatives and supportive term 
renegotiation options will set any lender up 
for positive returns in the future.

RECOMMENDED RESPONSE
Increased forbearance with customers 
struggling to pay debts, and consumer 
education and engagement combined with 
real-time predelinquency alerts.

Based on 2,000 UK consumers who were asked in January 2022 if the cost of these items  
and services had become cheaper or more expensive in the past year.

Source: TransUnion Consumer Credit 2022. Responding to Challenge and Change

Cost of living increase (according to UK consumers) Cost increased in past year

Food 71%

Energy 70%

Transport 56%

Water bills 47%

Clothing 41%

Entertainment 41%

Housing (mortgage or rent repayments) 32%

Healthcare 29%

Education 18%

Childcare 15%
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SOLUTION 4

ACTIONABLE INSIGHT
As competition intensifies during the crisis, 
consumers will expect personalised, value-added 
credit offers. TruValidate links proprietary and 
personal data, device identifiers and online 
behaviours. The solution provides friction-right 
onboarding to genuine customers while filtering  
and frustrating the activities of potential fraudsters. 
This helps lenders confidently extend competitive 
offerings via smooth, secure experiences.

Fight fraud
Compounding the human tragedy of any 
crisis are criminals preying on the most 
vulnerable businesses and consumers.

A recent report1 from TransUnion detailed new tools and 
techniques fraudsters developed during the COVID-19 
pandemic. The indications show a similar level of 
malevolence will be applied during the cost of living crisis.

The challenge for lenders is assessing risk and detecting 
potentially fraudulent anomalies in credit applications — 
from new and existing customers — while streamlining the 
approval and onboarding processes for genuine prospects.

And because lenders process different transactions  
with a varying appetite for risk, the solution needs to be 
agile enough to allow lenders to fine-tune each customer 
journey to create the most user-friendly and risk-
appropriate balance. 

1 Trends in Fraud in the Digital Channel

RECOMMENDED RESPONSE
Rapidly deploy data-driven prevention and detection 
solutions; identify levels of risk at every point through 
the customer journey; predict potential outcomes 
based on specific variables; and work with robust risk 
scores in real time. 

Protect and prevent
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SOLUTION 5

Actionable Insight

Buy now, pay later is here to stay. Nearly two  
in five (37%) UK adults now use these services at 
least some of the time when shopping. One in four 
consumers have used buy now, pay later more than 
twice in the past year. Half of Gen Z said they use it 
“whenever it’s available.”

Acquire with confidence
The Churchillian maxim of not wasting  
a good crisis was used extensively during 
the global pandemic. The same urging 
applies to lenders and borrowers in the 
year ahead.

The economics of supply and demand will make credit more 
expensive as more consumers seek alternative ways to fund 
the rising cost of living in the face of reduced incomes and 
dwindling savings.

For the consumer, opportunities lie in new and emerging 
trends around buy now, pay later, bespoke credit offerings, 
and other personalised, small-item, short-term credit 
solutions to daily demands.

Boost business growth
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TransUnion was the first CRA to incorporate BNPL data in credit reports, and while this data is not currently available in Affordability Report, it will be by summer 2022.

How TransUnion Buy Now Pay Later supports our suite of credit risk solutions

For traditional banks, lenders and credit providers — as 
well as established and emerging FinTechs — the engines of 
sustainable and responsible business growth sit in a suite of 
robust, data-driven, digitally-enabled vehicles.

Once a lender has verified affordability, validated identity, 
offered appropriate credit and renegotiated or extended 
terms for recovery, new sales prospects can be digitally 
onboarded with confidence.

RECOMMENDED RESPONSE
Automate decisioning around identifying, understanding, 
verifying, validating and onboarding new business using 
streamlined AI and machine learning digital solutions  
for fast, profitable fulfilment. 

Open Banking Generic Scores

Sector Score

BNPL Attributes

BNPL Solution 
Enhancement

Affordability

Alerts

Expansion of Open Banking 
categorization to develop 
enriched BNPL attributes

Review and potential recalibration 
of existing TrueVision generic 

credit score

BNPL sector specific score for 
lenders looking to enter the market

BNPL trended attributes, e.g. number, value, 
time since last opening, worst payment statuses, 

proportion BNPL of unsecured debt, BNPL searches

Enhancing DTI, scores, 
disposable income calculations, 
BNPL vs. income ratios

New daily alerts, e.g. new BNPL 
account, BNPL arrears
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INTERNAL IMPLICATIONS
Manage morale

Every lender organisation relies on the people who help run 
the business, and these employees don’t live in an economic 
bubble. The cost of living crisis is likely to affect internal 
morale and influence productivity in obvious and more 
subtle ways.   

Agile strategies and actions to help maintain 
and manage customers’ financial difficulties 
should also be deployed internally.

Many employees working in businesses focussed on  
financial services may have expected tax increases following  
the Government’s COVID-19 pandemic response. Still, few will 
have foreseen the 54% increase on the energy price cap or 
myriad other factors influencing the cost of living crisis.

Just as lenders can play a significant role in building trust  
with their customers, as employers, they can contribute to  
the well-being of their internal market (their staff) most of 
whom will need pay increases of 7%–11% to compensate for  
the rise in inflation, according to a recent report by Bloomberg.

RECOMMENDED RESPONSE

Flexibility of support pertaining to access to loan accounts, 
preferential credit rate agreements and other support schemes. 
Variable working arrangements like office hours and work-
from-home options can be helpful. Open and ongoing internal 
communications about the mental health implications of the crisis, 
and a clearly defined HR support policy (including debt advice) 
could also positively impact morale.

 

How much debt does the average UK household have?

Source: Hargreaves Lansdown, Oxford Economics

Not all households have a mortgage. In this chart, average mortgage refers 
only to those households with a mortgage
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Average unsecured debt Average mortgage

£15k to £30k £91k£2k

£30k to £50K £103k£3k

£50k to £70k £128k£4k

£70k to £100k £165k£7k

£100K to £130k £212k£5k

£130k to £150k £243k£7k

How much debt does the average UK household have?
Not all households have a mortgage. In this chart, average mortgage 
refers  only to those households with a mortgage

Source: Hargreaves Lansdown, Oxford Economics
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The Woolard Review recommended reexamining 
how forbearance reflects in credit information  
and how this affects lender decisions.2

The cost of living crisis raises particular interest in how more nuanced, 
enhanced, and trended credit and alternative data can help you better 
understand and respond to changing individual circumstances.

As a global information and insights company, TransUnion provides a 
deep understanding of consumer credit needs, behaviours, stresses and 
responses to help lenders respond swiftly, appropriately and sustainably. 

A reliable basis for trust between businesses and consumers is never 
more critical than during a cost of living crisis.

As the Woolard Review notes, “The FCA should work with industry 
and consumer groups to set out clear outcomes for what reporting 
of arrears, default and forbearance should achieve for lenders and 
consumers in both the short-term and longer-term.”

That’s exactly where the five solutions in this publication can help.

In a consumer-first market, we believe the most effective way to 
navigate the current crisis is by building mutual trust, enabling 
businesses to make more confident lending decisions.

2 The Woolard Review - A review of change and innovation in the unsecured credit market. 
Report to the FCA Board, published 2 February 2021
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