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Over-indebtedness and financial overexposure, are steadily
growing and constitute a high risk of exposure to poverty for
citizens who find themselves involved in the phenomenon, and
who may find themselves trapped in a vicious cycle of access
to credit and inability to repay. 
The case histories that lead a citizen to a condition of
overindebtedness are many, but there are characteristics
recurrent among them; difficulty in understanding the
general conditions stated on contracts, lack of knowledge of
the instruments of protection according to a
sudden loss of spending capacity, difficulty in understanding
of the real economic commitment in the face of promotions of
goods or services that can be acquired through access to
credit. 
Through this mini guide, you will be able to make more
correct and aware, in relation also to your spending capacity
and increase your ability to assess your needs and priorities.
Introduction Ending all forms of poverty.
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Ending all forms of poverty



Before entering into a credit agreement to purchase a good or
service or to obtain liquidity, it is essential to know one's debt
limit; that threshold beyond which income is not sufficient to
cover outgoings (one's own and the family's livelihood and
any financial commitments made).

Having awareness and, above all, control of one's family
budget (income and expenses) is the first fundamental rule to
avoid over-indebtedness or over-indebtedness.
Some simple rules can help us get our debt situation under
control:

assess your ability to repay over time;
access credit information centers and check your current
indebtedness.

Part I
Knowing the degree of debt sustainability 



The credit information centers

The credit information centers
Knowing how to check your credit and financial “history” is
important to prevent anything from getting out of hand.
That's why there are databases where all the information about
the loans you have is recorded: both if the relationship is
regularly running, but also if you have had any problems
paying the agreed installments.
Having an up-to-date situation on your current debt exposure
is crucial!
The credit information centers that you can consult and get
the information about you are:

the Bank of Italy's Centrale Rischi (CR). This is a large
repository of financial data under the direct control of the
Supervisory Authority: the Bank of Italy.
The Central Risks of Financial Intermediation (CRIF).

Banks and financial institutions send monthly information on
loans granted. This data helps to assess the risk of lending
money.



Part II

You may take out a credit agreement for a variety of reasons,
such as to purchase a good or service or to have more
liquidity. For convenience, we can identify them as personal
loans or installment loans. The former are money you can
borrow for any reason, while targeted loans are to buy
specific goods, such as a new car or an appliance. Both are
paid back in installments. 

The types of consumer financing and
installment payments 



There are also credit cards that grant a limit of money that
you can spend and pay back the following month or in
installments. The credit card therefore, unlike the debit card,
allows you to buy goods and services even without having the
money needed for the purchase in your current account; the
amount spent will in fact be debited from your current
account according to the conditions you have agreed with
your bank.
Recently, other forms of installment payments have developed
that are widespread on major e-commerce platforms. It is
granted to buy a product and pay for it in installments
(usually in 3 installments) simply by registering on the
platforms that offer this type of service.



Another type of financing is leasing, which is a contract where
you rent something, such as an automobile, for a certain
period by paying a monthly fee for a specified period, usually
between 2 and 5 years, under a lease agreement with the
leasing company, which owns the asset. The special feature of
leasing is that at the end of the contract, you can decide
whether to buy the asset.
The range of possibilities offered by credit intermediation
with which you can purchase goods and services is
constantly developing, thanks in part to the evolution of
information technology and the possibilities of entering
into remote contracts in a matter of minutes. It then
becomes central to raise the level of attention and
awareness of one's possibilities and especially of one's
rights.



Part III
Insurance linked to financing 

When we enter into a credit agreement, it is possible that we
may be offered insurance policies to cover future risks. The
most common policies are:

life insurance: this covers in case of death of the borrower;
job loss insurance: this covers in case of involuntary
unemployment;
disability insurance: this covers in case of inability to
work.

It is important to weigh the cost of insurance against the
benefits; carefully reading the terms and conditions,
considering your financial and personal situation is definitely
a good practice before signing.
Remember that if taking out an insurance policy is placed as a
necessary condition for the conclusion of a credit agreement
that condition must be made manifest, and you have the
option of procuring the policy even by relying on insurance
companies other than those offered by the credit intermediary.



Part IV
Financing contracts related to the

purchase of goods and services
When you purchase a good or service, the seller (in the case of
purchasing a good) or the service provider (in the case of
purchasing a service) may offer you as a mode of payment to
enter into a financing contract. In such cases you will have to
enter into two contracts: the main contract for the purchase of
the good and service and the secondary contract for the
installment payment (the financing contract).
But what happens if the seller or lender defaults against you?
You may find yourself in the unfortunate situation of not
having the good available, or not being able to use the service,
but you will be obligated to pay the monthly installments.
Don't panic because the law gives consumers protection in the
event of default by the seller (or service provider). If you find
yourself in this situation, remember to:
1) write a default notice to the defaulting seller or service
provider by sending it for information to the bank or financial
institution with which you have taken out financing to pay for
the good or service;
2) after 15 days have elapsed if the seller (or service provider) is
still in default you are also entitled to have the financing
agreement terminated.



Part V
The cost of credit

In the thousands of financing offers, there is one method that
is commonly used to find the least expensive financing. The
best way to evaluate the one with the lowest cost is to compare
it with a rate. This rate is called the Annual Percentage Rate or
more commonly known by the acronym APR.
The APR is the total cost of a loan and is expressed as an
annual percentage. So as to make our lives better by making
the comparison more intuitive. This rate includes interest, fees,
taxes, and any other costs associated with the loan. The APR is
important because it helps you compare different financing
offers in a clear and simple way. By knowing the APR, you can
choose the most affordable loan option based on the total cost
of credit.



Part VI
Over-indebtedness: prevention is better 

During a person's financial life, unpredictable events can
happen that put a strain on the family budget: job loss,
unexpected events such as serious illness, divorce. Events that
drastically reduce the ability to pay commitments.
The legislature has introduced special protections for
consumers who find themselves in the irreversible condition of
no longer being able to pay the debts they have incurred
because certain events that have occurred and are independent
of the person's will have drastically reduced their ability to
pay.
However, the best protection tool we can activate is
“prevention”!



Regularly checking your spending, saving regularly, and
access to credit information databases help you to check your
current level of debt. Managing debt effectively also means
having a greater share of money to put toward important
things in life, such as your home, your children's education,
and leisure time.
Remember that if you have a difficult situation you need to
seek expert help! Don't make hasty choices. By activating the
territorial network and the tools provided by the law you can
find a new balance and start over.



Part VII
Consumer protection. Complaints and

dispute resolution mechanisms. 

European and national legislation provides a number of tools
that the consumer/user of banking and financial services can
use in case of inefficiencies.
THE COMPLAINT: Recall that all financial operators are obliged
to make available to customers contact channels (e-mail, pec,
online form) that they can use to send a complaint. The
intermediary, consequently, has a specific obligation to
respond to the complaint (usually within 60 days). But what
happens if the intermediary does not respond or the response
is unsatisfactory?

Reclami



You can activate alternative dispute resolution mechanisms:
JOINT CONCILIATION. This is a process that can be activated
if the financial operator has signed a specific conciliation
protocol with Consumer Associations. If there is a mutual
willingness to reach an agreement, the tool is particularly
effective in terms also of time and costs, lowering them
considerably.
BANKING AND FINANCIAL ARBITRATION (ABF). This is an
arbitration body made up of subject matter experts and
representatives of Intermediaries and customers. Unlike
joint conciliation, recourse to the ABF is decided by an
arbitration “panel.” The Body is subject to the supervision
of the Supervisory Authority (the Bank of Italy).

Of course, judicial protection is always possible, which is
activated, through your trusted lawyer, in the Courts.
Using these tools means resolving problems faster and with less
expense than traditional legal proceedings. This reduces stress
and costs for you, the consumer.



Part VIII
A credit-aware approach. Practical tips

Let us now summarize in a few points the advice we think it
would be useful to give you:

Always keep an eye on your household budget.
Comparing your periodic income with your outgoings
helps you make informed decisions!
Try to reserve a percentage of your income for savings
purposes; you will see it will come in handy when you
least expect it. Pay yourself first!
If you decide to resort to borrowing to buy goods, services
or simply to have liquidity remember to consider the
financial commitments you have already made. Request
your prospectus from financial information centers and
assess your current debt exposure in terms of monthly
outgoings and maturities of your commitments.
Always read the contract documents carefully before
taking out a loan: focus well on the interest rate, the
application fees, any associated insurance (remember they
are not always mandatory), always consider the APR to
assess the overall cost.
Turn into a snail! Don't make impulsive, quick, unthought-
out decisions. Reserve some time to think, but above all,
seek advice from those who can help you. Turn to
Federconsumatori.



Linkography

CRIF's Credit Information System (SIC).

https://g.co/about/8kmb8v 

Access to Central Risk Data - Bank of Italy

https://g.co/about/gf65wm

Home page | Website of the Financial Banking Arbitrator

https://g.co/about/gf65wm 

https://www.bancaditalia.it/servizi-cittadino/servizi/accesso-cr/
https://www.arbitrobancariofinanziario.it/
https://g.co/about/ew3fch
https://g.co/about/ew3fch

