Credit cards — Bank chief speaks out

The chief executive of Barclays Bank, which owns the credit card company Barclaycard, has made a surprising declaration. He admitted: ‘I don’t borrow on credit cards because it’s too expensive.’

Matt Barrett, the £1.7 million-a-year head of Barclays, was appearing before MPs on a parliamentary committee in London. The committee is currently investigating the way credit card charges are presented to customers. Mr Barrett was one of five bank chiefs who had been called to the committee to give evidence.

Mr Barrett’s revelation that he doesn’t use his own product may come as a surprise to the 9 million people in the UK who carry a Barclaycard. He went on to say that he discouraged his own children from getting into debt and has warned them: ‘Don’t borrow too much on a credit card.’

The news of Mr Barrett’s statement comes against a background of increasing consumer debt in the UK. Figures released earlier this year by economic analysts Datamonitor showed that borrowing on credit cards, personal loans and overdrafts had reached an average of £3,383 per person. This represents a huge leap from the figures five years ago which indicated an average of £2,231 of personal debt.

In the past few years a number of factors have led to this sharp increase in consumer borrowing. Until recently, official interest rates were at their lowest for 48 years and currently stand at only 3.75%. The UK has also enjoyed a relatively long stretch of economic stability. In addition house prices have soared giving many homeowners an increased sense of financial security.

The ease with which consumers can obtain credit cards has also fuelled borrowing. Many people now carry a range of credit and store cards, which enable them to rack up high levels of personal debt. Most cards don’t charge interest if the balance is paid off within a month. However, interest rates of 18% and upwards are often charged for outstanding amounts. This means that some borrowers spend large sums just paying off interest and can end up falling into a spiral of debt.

In recent months the governor of the Bank of England, Mervyn King, has shown concern about the level of consumer debt in the UK. He has warned that rising household borrowing through cards, loans and overdrafts has made the British economy vulnerable to a consumer crash. 

In the event of such a crash, unemployment could rise sharply and overstretched borrowers might find themselves struggling to pay off credit card balances. Perhaps UK consumers should follow Matt Barrett’s advice to his children and avoid incurring too much credit card debt.

Reading Comprehension 

Read the article. Choose the correct answer.

1 Who is Matt Barrett?

a. The managing director of a large UK credit card company. 

b. The head of one of the UK’s largest banks. 

c. A former bank chief who is now chairman of a committee. 

d. An MP and expert on banking. 

2 What advice has Matt Barrett given to his children?

a. Never get a credit card. 

b. Only use a credit card in an emergency. 

c. Avoid borrowing a lot of money on a credit card. 

d. Avoid using a credit card too often. 

3 Why are UK consumers borrowing a lot of money?

a. The economy is stable and interest rates are low. 

b. Unemployment is rising and many people are earning less money.

c. High house prices mean that people have less money to spend. 

d. Credit card companies have lowered interest rates to 3.75%. 

4 What is the governor of the Bank of England worried about?

a. The current state of the UK economy. 

b. The present decrease in consumer spending. 

c. The future possibility of an economic crash. 

d. The continuing rise in house prices. 

Vocabulary Work 

Exercise 1: Find the word
Here are some definitions of words used in the first four paragraphs of the text. Find the words they describe.

1. an official or formal statement
2. a group of people who are chosen, usually by a larger group, to make decisions or to deal with a particular subject.

3. at the present time 

4. to carefully examine the facts of a situation to find out the truth about it 

5. to try to prevent somebody from doing something, especially by showing that you do not approve of it 

6. a sum of money that someone owes 

7. money that an organization such as a bank lends and somebody borrows 

8. a sudden large change or increase in something 

Exercise 2: Deducing meaning from context

Look back at these words in the context of the last four paragraphs. What do you think they mean? Check your ideas with the dictionary.

1. sharp — paragraph 5 

2. homeowner — paragraph 5 

3. fuelled (fuel) — paragraph 6 

4. rack up — paragraph 6 

5. outstanding — paragraph 6 

6. spiral — paragraph 6 

7. crash — paragraph 7 

8. overstretched — paragraph 8

SOURCE: http://www.oup.com/elt/global/products/oald/newsreader/credit_cards/
ANSWERS

Reading Comprehension 

1. b 

2. c 

3. a 

4. c 

Vocabulary Work 

Exercise 1

1. declaration 

2. committee 

3. currently 

4. investigating (investigate) 

5. discouraged (discourage) 

6. debt 

7. loans (loan) 

8. leap 

Exercise 2

1. sudden and rapid — especially of a change in something

2. a person who owns their house or flat / apartment to increase something; to 

3. make something stronger 

4. to collect something such as profits or losses in a business, or points in a competition 

5. not yet paid 

6. a continuous harmful increase or decrease in something that gradually gets faster and faster 

7. the occasion when a business, etc. fails: the 1987 stock market crash

8. when you spend more money than you can afford

