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Columbus-area shoppers should be wary of the Grinch who just might steal Christmas by hiking credit-
card rates, adding new fees and lowering spending limits in advance of new federal regulations taking

effect in February, financial executives and experts say. Advanced Job Search | Search by Category

“There’s no question that many credit card companies are using the long implementation time before new
regulations go into effect to gouge consumers,” said Lauren Browne, staff attorney with Consumers Union,
a Washington-based consumer watchdog organization that publishes Consumer Reports online and via

Ledger-Enquirer Top Jobs »

magazine.

Consumers Union recently urged the Federal Reserve to take action to stop card issuers from
implementing radical changes in existing customer agreements before the Credit Card Accountability,
Responsibility and Disclosure Act takes effect Feb. 22.

& Click here for a White House fact sheet on new
credit-card regulations
FED SURVEY: RATES, FEES RISING

A Federal Reserve survey released earlier this
month found that a number of credit-card issuers
have cut credit limits, increased interest rates and
raised the minimum credit scores required for a
credit card during the past three months.

The quarterly survey among loan officers also
found 75 percent of banks that make credit card
loans do not expect to be compliant with the
provisions of the legislation until February 2010,
the month new reforms go into effect.

“This report confirms what credit card consumers
have been experiencing all year — significant
increases in their APR and substantial cuts in their
credit limits,” said Bill Hardekopf, chief executive
officer of LowCards.com and author of The Credit
Card Guidebook.

The survey findings include:

INTEREST RATES: 54 percent of banks have
already increased or are planning to increase the

credit card annual percentage rate on their good, or

prime, customers. Another 74 percent of banks
have already or will increase APRs on those with
poor, or subprime, credit.

CREDIT LIMITS: Just over half of the banks have
cut or will cut the credit limits of their credit card
customers.

APPROVAL RATES: It is tougher to be approved
for a credit card, with 47 percent of loan officers

The new rules include a ban on retroactive
annual percentage rate increases and late-fee

traps. They also require customers’ permission to

charge over-limit fees and mandate that card

firms make certain contract terms are simple and

in plain language.

The fear among financial experts is that holiday
shoppers will hit the malls and shopping centers
with gusto starting today, then rack up too much
debt at much higher interest rates than their
cards charged in recent months.

“Arguably, consumers are faced with spending
decisions unlike never before,” said Gail
Cunningham, spokeswoman for the National
Foundation for Credit Counseling.

“Many have had their access to credit limited by
issuers closing accounts or restricting credit
lines,” she said. “Others have self-imposed
spending restrictions, instead choosing to pay

down existing debt. However, the holiday season

may be in a category of its own, tempting
consumers to revert to old spending habits of
days gone by.”

Recent consumer polls

In one of several consumer polls released this
fall, the NFCC found that 68 percent of
consumers plan to pay cash for their purchases.
Those planning to charge purchases, then pay
them off in full when the bill arrives was 12
percent.

Ten percent of the 3,800 people participating in
the survey said they would use credit cards for
gifts, then pay them off over time. Another 10
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saying they have already or will raise the credit
score requirements for prime customers qualifying
for a credit card. That number jumps to 53 percent
for subprime customers.

ANNUAL FEES: Almost 40 percent of the banks
have increased or will increase the annual fees on
credit cards.

percent said they are using a retailer's layaway
program.

Those results were similar to a recent holiday
spending poll by the Georgia Credit Union
Affiliates. It found that 76 percent of the 1,000
credit union members surveyed plan to pay most,
if not all, of the purchases with cash. Twelve
percent expected to use plastic to finance
Christmas.

“Our economists tell us that the consumer debt — which includes mortgage debt — as a percent of
disposable income, is over 120 percent. That's dramatically higher than it's ever been,” said Mike Mercer,
GCUA's president and chief executive officer. “They honestly think that for the consumer to bottom, as it
were, they would have to get that ratio down back under 100 percent.
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