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Interest increases in starterimmobilisers for tackling missed payments

ersonal debt is on the rise
P in the UK, up 10% year-on-

year at the end of
September. As the sub-prime
mortgage crisis in America casts a
shadow of doubt across world
finances, the potential for longer-
term financial problems is an ever
present one.

So far the effects have been
limited. Northern Rock bore the
brunt of consumer concernsin
August, but market fluctuations have
yet to have a significant impact on
the forecourt.

However, with an increasing
amount of debt, the number of
consumers with bad credit is also
on therise, creating new potential
for a resurgence of the sub-prime
motor finance in the UK.

The sector has a long history in

America, underpinned by a well-

established administrative process
and driven by investment in new
technology. In the UK, however,
many of the big lenders pulled out of
the market several years ago, faced
with rising delinquency and
concerns about the customer base.

Controlling delinquency is a
labour intensive process for lenders,
and when a car is repossessed it
can prove very costly.

Starter interrupt devices, which
electronically immobilise the carifa
payment is missed, are commonly
used on sub-prime deals in
America, and the technology has
since spread to the Middle East,
India and New Zealand. Yet the
devices have been unavailable in
the UK until recently.

Prompt Pay UK, importer of the
SekurPay starter interrupt device,
introduced the system into the UKin

Starter interrupt
devices could soon
be installed on
carsin the UK

Concerns over publicity

Starter interrupt devices can be an effective way to enforce repayments,
but there are concerns from lenders about the potential bad publicity
that they could cause.

Patrick Murray admits that finance companies view the devices as an
admission of having a debt problem. A spokesperson from a major UK
lender also expressed concerns that, despite having a bypass option in
place, the mainstream companies may be wary of the media attention a

emergency.

device may cause should it stop the customer using a carin an

Shaun Armstrong suggests there may be a different approach to
help kerb delinquency. “While | can see the benefits, it's a bit harsh,” he
says. “There’s a problem whereby sub-prime customers tend to go for
low value 4x4s, then repayments suffer when they have to pay for
repairs. The aim should be to drive candidates into suitable cars.”

March. Managing director Patrick
Murray claims it has received strong
interest, with two finance companies
agreeing to install the device as part
of sub-prime deals, and a further
eight already in talks. The company
has also been approached by
several dealer groups keen to
operate the devices in-house.

“The system brings direct and
immediate consequences to not
paying,” says Murray. “And because
people of disrepute won't take a car
from a lender using SekurPay, it also
filters out fraud from the start”

By enforcing a rigid payment
structure, Prompt Pay UK claims the
devices cut delinquency rates
significantly. American lenders have
seen late payments drop from 27%

to 2.8%, and repossessions from
15% to 2.3% according to a survey
by the National Independent
Automobile Dealers Assocation.

The devices add around £4 to
repayments, minimising the impact
for customers.

Whether recent changes cause
the UK market to grow has yet to be
seen and, at least publicly, the
mainstream finance companies are
in no rush to return to the market.

“I'think it will grow, but not to the
level of the States,” says Brendan
Devine, CEO GE Money Loans UK.

“They're ahead of us on leasing
and sub-prime. | do think [starter
interrupt devices] will help, but
bigger companies won't be keen to
move into that market.”

‘Bigger companies won't be keen to move into the market’
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