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Letters

Credit lifeline can
be a dead weight

Zo, Citigroup’s Ray Gord and MNick
Greinerclaim 2 ban om unsolidted
offers toraise credit card limits will
increase irresponsible lending
becanselenders will give highe:
credit limits from the cutset rater
than gradually increasing liris cver
time (“Citfproup warns on credit card
reforms”, April ). '

By now we'ne useal o eaviog
knee-jerk reactions in responseto
almost any hanking reform
proposals, bt this one is too
Tudicrous to let pass unchallapged,
The new Laws will not prevent
customers from requesting credit
imcreass i they want them, and still
allow lenders to make unsolicited
offer's 1o consenting custoumers.

Acconding to Greiner, preventing
a gradoal increase m credit limits is
“counter-intuitive”. We disagres — a
gradualcredi Increase is a pour
option for consumers whers it makes
expensive credit sesm affordabe.

- If lenders offer 4 consumer &
S20, 000 oam at 16 per cont, mcst
will realise what a terrible dealthat
is, But fiom a low base, small credit
increases can be accepted — and
used = with little thought.,

It ts for this reason that wnsolicited
credit incrense offers make a lot of
money fr banks, However, our
experience atf Consimer Action Law
Crpire shuwe Uial, v Lo, gradual
increases can lead consumers into
considerable finandal distress,

Father than being a financizl
lifeline, anealicited credit increazes
can freqaenily be Iitile mofe thana
dead weight, In conjunction with the
now responsibledending provisions,
a ban o such offers will prevent
many people from getting into ievere
financial distress.

David Leermakers

. Policyeffcer
Consumer Sclion Law Cenbre
el Melboume Vi
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