


loan of £25,000 which they could clearly not afford to pay back.
It is believed that a lack of proper assessments of risk, both on

a broader scale of the whole banking system and in terms of an
individual’s ability to pay, are one of the key features of the crisis

Trust and confidence

One thing is clear — trust and confidence in the banking system
has been severely shaken over the last couple of years. There

is a strong feeling that banks have benefited from the crisis and
don’t appear contrite, by rewarding themselves for failure. As one
participant at the debate has put it: ‘there is no humble pie and no
humility’.

It is not only the banks themselves who have lost the trust of the
public — the regulators have also lost the confidence of those
who have been involved in the Big Banking Debate. Regulation
was not sufficient and needs to improve, with a perceived lack of
independence at the FSA with ex-bankers running it.

A lack of financial capability among the public has been seen

to contribute to a loss of confidence in banking. One participant
has suggested that incorporating financial education into the
citizenship test — and into school curricula — may help ensure that
the public is better placed and more confident to make the right
financial decisions.

Impact of the crisis

These issues relate to people’s overall experience of banking.
However, in addition there are some specific issues raised with
respect to the financial crisis. A number of consumers raised
concerns about the impact that the banking crisis has had on
them and people they know. People have witnessed the impact
on small businesses, for example, with banks not lending and
with an additional lack of flexibility towards business customers in
terms of repayments on credit when times got tough. In addition,
when it comes to individuals with credit cards, a number of
people found that they had their cards withdrawn.

Perhaps one of the most significant impacts from the crisis that
people have felt is the impact on interest rates, particularly those
who rely on their savings to generate an income to live on.

Many people have reported how their savings rates have been
severely reduced, with one person querying the logic of certain
ISA rates being lower than savings account rates. It was pointed
out that as a result, people feel discouraged from saving at a time
when they most need to. There is also a sense that people feel
cheated, particularly if they have taken responsibility for trying to
save and yet do not feel the benefits.

There is also a more general sense of a loss of trust and respect
for banks as a result of the crisis. This, accompanied by a
distinct level of uncertainty and pessimism about the future, has
genuinely shocked the ordinary consumer and shaken people’s
confidence. Some even believe that the bailout by the taxpayer
has led to a sense that banks are arrogant as they know they
cannot fail. m
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