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Important message to readers
who are not addressees

Should any person whois notan addressee ofthisreportobtainaccess to and read thisreport, by reading this
reportsuch person acceptsand agrees to the following terms:

1.

The reader ofthisreportunderstands thatthe work performed by PwC Consulting Services UK Ltd was
performed in accordance with instructions provided by our commissioning client and was performed
exclusively for our addressee client’ssole benefit and use.

The reader ofthisreport acknowledgesthat thisreport was prepared at the direction of our commissioning
client and maynotinclude all procedures deemed necessary forthe purposes ofthe reader.

The reader ofthisreportacknowledgesthat thisresearch was commissioned by, butis independentofour
commissioning client; doesnot constitute regulatory guidance orrules andis beingused as partofa wider
evidencebasein considering therole of Rent To Own withinthe High Cost Credit market.

The reader agreesthat PwC Consulting Services UK Ltd, its partners, principals, employeesand agents
neitherowenoracceptany duty orresponsibility to it, whetherin contract orin tort (including without
limitation, negligence and breach of statutory duty), and shallnotbeliablein respect of any loss, damage or
expense of whatsoever nature which is caused by any usethe reader may choose to make ofthisreport,or
whichis otherwise consequent upon the gainingofaccess to the reportby the reader. Further, the reader
agreesthat thisreport is nottobereferred to or quoted in any documentand notto distribute the report
without PwC Consulting Services UK Ltd.’s prior written consent.
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1. Introduction

1.1. Glossary of Terms

Throughoutthis document, the following termsare used:

RTO
Rentto own

RT Oretailer

RTO retailersoffera range ofhousehold goods on a hire-purchase basis, where consumers typically make
weekly repayments over one to three yearterms

Accepted customer
A consumerwho hasappliedto a rent to ownretailerto purchase a productand hashad their
application accepted.

Accepted customers rep
A representative sample of Accepted customers who had their application accepted in thelast 2 years.

Declined applicant

A consumerwho hasapplied to a rent to ownretailerto purchasea productand has had their
applicationdeclined.

Declined applicants rep
A representative sample of Declined applicants who had their applicationdeclined in the last 2 years.

Walkaway

A consumerwho hasbeen in contact with a rentto ownretailer to purchase a productand decided to walk away
from the process priorto completing their application.

Formercustomer

A consumerwho appliedto a rent to ownretailer two or more yearsago to purchase a product, had their
applicationaccepted and hasfinished paying fortheir product. They have not taken out another RTO
agreement since then. They may also have returned their product.

Participants
Collective terms to describe people who tookpartin thisresearch project.

1.2. Background

The FCA issued a Call for Input'in November 2016 that asked for views and evidence on potential areas of
concernin the high-cost credit sector. Following this, in July 2017the FCA published its Feedback Statement?
that setoutthe priorities for a review ofthe high-cost credit sector. Inthis they identified the Rent To Own
sectortolook at in greater detailduringthe next phase ofthe review.

Lhttps://www.fca.org.uk/publications/calls-input/high-cost-short-term-credit-price-cap

2https://www.fca.org.uk/publications/feedback-statem ents/fs17-2-high-cost-credit
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In May 2018 the FCA announced that they believed a case was made, primafacie, to consider the introduction
ofa price caps. Primary consumer research was needed to help inform the FCA’s analysis of theimpacts of any
potential pricing intervention to be used alongside evidence provided by firmsand their analysis of credit
reference agencydata. This quantitative research builds on qualitative research4, also conducted by PwC
Research,in early2018.

1.3. Objectives

The overall objective of the research wasto establish consumers’ use, experience and understanding ofthe Rent
To Own marketand compare outcomes for consumers who have been accepted or declined fo r RTO services.
Specifically, the research aimed to establish:

e Theimpactofthehighcosts of RTOon customersandtheir perspectivesonthe product
e What declined applicants and walkaways do instead ofusing RTO

e How currentandformer RTO customers feelabouttheir decisiontouse RTO

1.4. Methodology

Sam ple sourcing
Customer datawas obtained from the principal providersof RTOin the UK, usingthe FCA’sregulatory powers.

Design and testing

A new questionnaire was developed for thisresearch project, usingkey question areassuggested by the FCA as
the initial starting point. The PwC Research and FCA project teams then worked togetherto develop the
questionnaire further. The questionnaire wasreviewed by the team involved in the qualitative research
conducted earlierin 2018 and a small amount of cognitive testing was completed before fieldworkstarted, to
checkthat thelanguage used was consumer friendly and the questions were clear. A softlaunch was then
implementedto pilot the survey witha smallnumber of respondents. The survey was then halted while the PwC
Research team carried out a fullreviewto confirm the questionnaire was working asintended.

Quantitativeresearch — Phaseone

The fieldworkwas conducted via telephone with an option for participantsto switch to anonline version ofthe
surveyifpreferred. Inphase one, telephone interviews were conducted with a representative sample of
Accepted customersand Declined applicants. Controls were applied so that the proportion of Accepted
customers and Declined applicants participating in aninterview matched this profile. Potential participants
werethenscreened out ifthey claimed notto have boughta product or considered buying a product froma rent
to ownretailer.Intotal, 1,012 surveys were completed in thisphase.

Quantitativeresearch — Phasetwo

Inthe second phase of fieldwork an additional group of consumers (Walkaways) were identified by the FCA and
the decisionwastakento add themto the survey process. The fieldwork for this group was also conducted via
telephone with an option for participants to switch to an online version ofthe surveyif preferred. Screening
criteriawas set,so that only those who had had considered getting a product froma rent to ownretailer were
allowed to complete the survey. A total of 251 surveys were completed in phase two.

Overall, 1,263 completed surveys were achieved across phase one and phase two.

3https://www.fca.org.uk/publication/consultation/cp18-12.pdf

4 https://www.fca.org.uk/publication/research/usage-and-experiences-of-high-cost-credit-consumer-research-report.pdf
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Follow up qualitative teledepths

On completion ofthe quantitative research and analysisa number of participants took partin a telephone
interview in orderto understand their RTO experience in more detail. These were identified as representative
of customers whose responsesindicated that they had been through very similar experiences. Intotalnine
teledepths were conducted and a number ofthese developed into case studies that were then added to

this report.

The quantitative questionnaires can be found in the Technical Annex published alongside this Narrative Report.
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2. Summary

RTO customers and applicants were more financially vulnerable
than the population as a whole

The majority (around two thirds) of Accepted customers and Declined applicants were not employed and had
household incomesofunder £18,000 peryear. Fewhad accessto ready cash and half were strugglingto keepon
top oftheirbillsand credit commitments with a quarter missing some form of non RTO payment (e.g. council tax,
utilitybills) in the last six months. Walkaway customers were in a slightly better position with higherlevels of
employment and income, greater awareness of their debts and a slightly more proactive approach to debt issues.

Most RTO customers/applicants felt that they did not have other
immediate credit options available to them and often believed RTO
was their only option for purchasing

There waslittle shopping around — only 28% of Accepted customers considered purchasingtheir product from
elsewhere and just13% specifically considered an alternative payment method. When prompted to thinkback
to the optionsavailable to them atthe time of purchase, half (51%) of Accepted RTO customers claimed to have
no other paymentoptionsopen to them. Forthosethatdid have other payment optionsavailable to them, most
wouldhaverelied on saving up (26%), or borrowing money/selling something (20%) to fund their purchase
elsewhere. Only 17% mentioned being able to use a debit card/cash and just7%a creditcard. Theresults
indicatethatthe majority of Accepted customers had fewviable alternative payment or credit options available
to them, particularly if they felt the need to make an immediate purchase.

Therewasa similar picture for Declined applicants. Halfbought their product elsewhere whentheywere
declined by the RTOand in the main funded this by saving up or sourcing funds/product from friends/family.
One third ofthose buying elsewhere paid by cash/debit card but very fewwere able to access a differentline of
credit(3%creditcard, 3% flexible payment agreement, 3% catalogue credit). Amongthose who went without
the product afterbeingdeclined, the majority (69%) said that they thoughtthe RTOretailer had been their only
optionforpurchasingthisproduct.

The majority of Walkaways (69%) bought their product elsewhere after considering purchasing fromthe RTO
retailer. Again there wasa reliance on saving up or sourcing funds/product from friends/family and justovera
third used cash/debit cards (38%). Walkaways were more able to make use of credit such asa flexible payment
agreement (8%) or credit card or store card (6%) compared to Declined applicantsbutit appearsthat these
creditoptionsarestillonlyaccessible to a minority.

RTO customers and applicants were focused on weekly repayments
rather than the overall cost

Two factorswere particularly important for Accepted customers when considering their RTO agreement —
keeping weekly repayments down (49%) and simply being accepted (30%). Keeping the overall cost of accessing
the productdown was a nota key consideration (15%).

The majority (80%) of Accepted customers claimed to be aware of thelength oftime over whichtheyagreed to
spread their payments, and awareness ofthe weekly repayment sum was also high, with 86% of Accepted
customers beingableto state the amount theybelieve they repay per week.

This contrasts starkly withawareness ofthe overall cost of their product. Only 44% of Accepted customerswere
able to statethe totalamount theybelieved they would have to pay overall. Infact when asked howimportant
each factor wasto them, 83% claimed the weekly repayment amount wasimportant compared to 60% for the
overall product price.
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There wasevidence that Declined customers placed even moreimportance on weekly repaymen tswith 33%
sayingit waswhy they initially chose to goto an RTOretailer ratherthan elsewhere (comparedto22%of
Ac cepted customers).

A sizeable proportion of RTO customers did not understand the
benefit of making larger weekly repayments

Over half (58%) of Accepted customers claimed they could have increased their weekly repaymentsifthey
neededtoo. However, this must be considered in the context that Accepted customerswere seen to have
overconfidencein their ability to keep paying and exhibited projectionbias —underestimating the possibility of
change —whichhampered customers’ attemptsto assess affordability.

Awarenessofthepositiveimpact repaying more per week would have was mixed. While mostunderstood that
paying more per weekwould meantheywould paythe moneyback faster (68%), only 37% made the link that
this would meantheywould pay lessin total interest.

The majority of customers were aware that RTO agreements were
more expensive overall than other methods of payment

Despitelow awareness of the specific overall product prices, there was anunderstanding that costswillbe
higheratan RTOretailer. Whenbuyingtheir product from their RTOretailer, 83% of Accepted customers
believed thatit would be at least the same or more expensive thanbuying the product elsewhere (22%the same,
61% more expensive).

However, many were not aware that the basic product price at the
RTO retailer was more expensive than elsewhere

Nearly twoin five customers did not lookat the product price (defined as the basic price before any extra cost
such asinterest ordelivery charges are added on). Ofthe 62% who had looked atthe product price, 41% were
awarethatit wasmore expensive than a similar product elsewhere — this wasequivalentto 26%ofall
Accepted customers.

Given their lack of alternative options, most Accepted customers felt
that choosing an RTO retailer for this product purchase was the best
available option for them at the time

Just over fourin five (83%) of A ccepted customers believed thatit was forthebestthatthe RTOretailer
approved theirapplication. The same proportion (83%) believed they would have been adversely affected if they
had gone without their product. Thisrose to 94% for those who purchased White Goodsand 91% for those who
purchased Furniture.

Similarly, Declined customers who went without their product were morelikely to believe it would have been
betteriftheirapplicationhad beenapproved (64%).

However, onein five Accepted Customers now regret their decision
to buy from an RTO retailer. In addition, those who ended up buying
their products elsewhere believe it was for the best

One in five Accepted customersregret buying their product from an RTOretailer. This is closely linked to
experiencing difficulties making repayments, having to cut backonspendingelsewhere and receiving a worse
dealthantheyexpected.

40% ofDeclined applicants who bought their product elsewhere thoughtit would have beenbetter if their RTO
applicationhad beenapproved.

Narrative report PwC e 6
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3. Accepted customers

3.1. Profile of research participants

The demographic profile of Accepted customersinterviewed is illustrated in Figure 1 below.

Figure 1: Demographic profile of accepted customers

Age

18-24
25-34
35-44
45-54
55-64

65+

4%

Prefer not to say

10%

Employment status

Employed or self-employed full-time _ 24%
Employed or self employed part-time [ 10%
Unemployed and looking for work - 7%
Unemployed and not looking for work - 6%

Retired [ 11%

Full time education I 1%

Unable to work due to ill health/disability _ 24%
Looking after home/family _ 12%
Prefer not to say l 2%

Base: Accepted customersrep (498)

Partner Children at home
1
1
2095 | Notliving with 3+ Il 16%
1 a pariner - 56%
21% | 2 Hl 18%
e er I 5% 1 %
1
e I Prefer not to None NN 51%
1%
I say ‘ Prefer not to say | 1%
1
Income 28%
11%  16% 15%

% 7% g

9%

Under £6000 £i12,000 £18,000 £24,000£36,000£50,000 Prefer Don't
£6000 to to o or more notio know

0
£11,999 £17,999 £23,999 £35,999 £49,999 say

1%

Ethnicity
| English /Welsh/Scottish/Northern Irish/British I | 88% |
| Other I | 0% |

Accepted customers were more likely to be female with a broad spread across the age groups. The majority
(64%) were not employed and over two thirds (67%) of those who stated their household income said that it was
under £18,000. Fewhave accessto ready cash —overhalf (59%) had no savingsand only 9% said they had

savings of £5000rmore.
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3.2. Financial situation

Accepted customersclaimto beorganised and savingwhere possible but around one quarter admitto
undisciplined behaviour, for example ignoringlettersor phone callsin casetheyareto tellthem that they owe
moneyorbuyingthingstheycan’t afford and regretting it later.

Figure 2: Agreement with statements about money management

NET:

Agree

I haven't added up mi:'::l::‘sulcale‘claziil don't want to know % 8% 18% 26%

Sometimes I ign‘x:)rleeﬁt':leerf :a::dl ;;l‘:f:n:"c,x;l;; in case they are 5% 0% 15% 25%

I think my financial situation will get better in the future 9% 18% 59% 77%

I try to save small amounts when I can 7% 20% 54% 74%

I buy things that I can't :i;::‘t:g(g";:l and sometimes end up 0% o% 3% 22%

I am organised when it come;;: managing my money day to 6% 3993 e 56% 28%
= Strongly disagree = Slightly disagree Neither agree nor disagree Agree slightly Agree strongly

Base: Accepted customersrep (498)

One halfof A ccepted customerswere strugglingto keep on top of their billsand credit commitments including
15% who were falling behind with these commitments.

Just over a quarter (27%) of Accepted customershad missed a non-RTO payment, such as a utilitybill or
council tax paymentin thelast six months and nearly a third had experienced emotional problems such as
anxietyandstress dueto theirfinancial difficulties.

Itis clearthatmost Accepted customershavelowincomesand many are struggling with their finances. Forone
in eight (12%) thishad reached a serious point and they had sought financial help from a professional debt
managementoradvice organisation in thelastsix months.

3.3. Product purchased

Accepted customers were most likely to be seeking Electronics (34%) followed by White Goods (29%),
Computers/Phones (21%) then Furniture (15%). The most purchased individual productswere TVs (23%),
washer/dryers (13%), mobile phones (11%) and sofas (11%).

Nearly halfof Accepted customers (44%) wanted thisnew product because their previous producth ad broken.
This was followed by a third (33%) who wanted a better or newer version and 20% who did notalready have
this type of product.

Linked to the high proportionreplacingbroken products, 67 % claimed the product wasone they could nothave
gone without. Replacing a broken product was most common for those seeking white goods and these products
werealso morelikely tobe claimed asessential compared to other products. 90% of Accepted customers who
purchased white goods claimed it asa productthey could not have gone without.

83% of Accepted customers believed they would have been adversely affected if they had gone without their
product. This rose to 94% for those who purchased White Goods and 91% for those who purchased Furniture.
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The majority (90%) of Accepted customers purchased the type of product theyhad planned to buy. However
one fifth bought a more expensive model than whattheywere initiallylooking for. Thelargestreason given for
buying a model thatwas different to theirintended model was because they wanted that version (31%),
although 17%said that staffhad suggested that version.

Nearly a fifth (19%) of Accepted customers purchased a refurbished or returned product. Ofthese,justover
three quarters (76%) received a price reduction for purchasing a refurbished or returned product. In all, 16%
regretted their decision to buy a refurbished product.

Four in five (83%) of Accepted customers purchased at least one additional extrawith their product. 71%
purchasedinsurance fortheftand accidental damage, 55% a warranty forservice cover and 31% paid for
deliveryorinstallation of their product.

3.4. Accepted customer journey

Few A ccepted customers are shopping around —only 28% considered purchasing their product from elsewhere.
Of these, the majority (80%) considered a high street store/online retailer.

Those considering buying elsewhere were morelikely to say that a lowoverall cost wastheir key priority (32%).
They were also morelikely to have applied for their product online (35%), to be buying furniture (35%)and to
believetheir product wasan essentialitemto them (29%).

Figure 3: Considered buying product elsewhere andfromwhere

Bo%
15%
[ | ]

High street Catalogue Retail store e.g. Secondhandeg  Other RTO

store/online company eg Martin Dawes, charity shop, retailer
retailer eg Asda, Littlewoods Radio Rentals gumtree,
Argos, friends/family
=Yes = No Debenhams ete
Base: Accepted customersrep (498) Base: Accepted customersrep who ‘considered buying their

productfromelsewhere' (137)

Only 13% of Accepted customers actively considered using analternative method of payingfortheir product, of
these,saving up (7 %) and cash/debit card (6 %) were mentioned most frequently.

When specifically prompted to think back to the options available to them at the time of purchase, half (51%) of
Accepted RTO customers claimed to have no other payment optionsopento them.

For thosethatdid have other payment options available to them, more would have relied onsaving up (26%), or
borrowing money from friends or family/selling something (20%) to fund their purchase elsewhere. Only 17%
mentionedbeingabletousea debitcard/cashandjust 7%a credit card.

Havingthe meanstouseanalternative payment method wasunsurprisingly higher among those with
comparativelyhigherincomes (56%) ofthose withan income of over £12,000 a year.

The resultsindicate that the majority of Accepted customers think they have few viable alternative payment
optionsavailableto them, particularly ifthey feel they need to make an immediate purchase.
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3.5. Choice of RTO retailer over other providers

Accepted customerscited a range of factors which influenced their decision to purchase from an RTOretailer,
however, havingused them before (37%), feelingit wastheir onlyoptionas they could not get credit elsewhere
(29%) and having lowweekly repayments (22%) were most commonly mentioned. Being a convenient store also
plays a part (16%) but only 5% mentioned insurancesor warrantiesas a driver.

When asked to identify the mainreason for purchasing fromthe RTOretailer, for thelargest proportion, fourin
ten, it wasthebeliefthatit wasthe only waythey could gettheir product. This was particularly key amongthose
buying white goods (52%). A further 26% chose to purchase their product fromtheir RTOretailer because they
had thelowest weekly repayments, and thiswasthebiggest driver for those buyingelectronics.

3.6. Payment options
Driversofspecific repayment agreement
Two factorswere mostimportant for Accepted customers when consideringtheir RTO agreement — keeping
weekly repayments down (49%) and simply beingaccepted (30%). For those buying furniture being accepted
was the most crucial factor. Keepingthe overall cost downwasa not a key consideration (15%).
Figure 4: Priorities when taking out a RTO agreement
- . ‘White Co er
e | 2
woety ropyments I s s aan 51% 1%

Being accepted | o 26% 4% 26% g%

Kﬂ:ﬂ:gj‘lo&:;the _ 15% 16% 17% 17% 10%
Something else I 2% 1% 4% 2% 29
Don't know . A% 4% 19% 2% 6%
Base: Accepted customersrep (498) Base: Accepted customersrep — Electronics (167), Furniture

(77), White goods (145), Computer/phone (107)

Weekly Repayments

The majority (80%) of Accepted customers claimed to be aware of thelength of time over which they had
agreedto spread their payments and 81% said thattheyhad been provided with different paymentterm
options. There was more negativity among former RTO customers — 28% claimed not to have been provided
with paymentterm options.

Awarenessofthe weekly payment value was also high, with 86% of Accepted customers beingableto statethe
amounttheybelieved theyrepay per week. Of this group, over half (55%) said they were paying more than
£10perweek.

More than half (58%) of A ccepted customers claimed they could have increased their weekly repaymentsifthey
needed too. Thiswashigher among those who bought Electronics (65%), those buying non-essential products
(72%), male customers (67%) and those who stated they had alternative payment options (64%), although 53%
ofthosewithout other payments optionsstill stated they could have increased their repayments. Justovera
third (34%) of Accepted customers believed they could have paid an additional £100rmore per weekfor

their product.
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This result should be considered in the light of findings from the qualitative research conducted earlierin 2018.
Accepted customers were seen to have overconfidencein their ability to keep paying and projectionbias —
underestimating the possibility of change — was also widely observed. This hampered customers’ attemptsto
assessaffordability; they failed to anticipate the possibility of any future negative changesin their financial
situationsuch asajobloss, reduction in benefits or domestic ‘emergency’ e.g. washing machine breaking down.

Figure 5: Abletoincrease payments
Actual weekly repayment amount for those who could have paid more

41%
31%
I l 12% 13%
¥
| = |

£10 orless £10.01-£20 £20.01-£30 £30.010or Don'tknow
more

Yes 58%

Affordable weekly increase

34%
26%
21% 18%
. . 1%

Less than £5 £5-£9.99 £10 or more Don't know Refused

No

Don’t
know

Base: Accepted customersrep (498) Base: Accepted customersrepwho ‘wouldhhave beenabletopay a little
moreperweek’(291)

Awarenessofthepositiveimpact repaying more per week would have was mixed among Accepted customers.
While mostunderstood that paying more per week would mean they would pay the moneyback faster (68%),
only 37% made thelink thatthis would meantheywould pay lessin totalinterest.

Overall cost

The weekly repayment amount appeared to resonate much more with customersthan the overall product price.
Awarenessoftheoverallcost of their product waslower, with only 4 4% able to state the totalamount they
wouldhaveto payoverall (compared to 86 % for weekly repayments).

83% of A ccepted customers claimed the weekly repayment amount wasimportantto them, compared to 60%
for the overall product price.

Despitelow awareness of the overall product prices, there was an understanding that overall costswouldbe
higheratan RTOretailer. Whenbuyingtheir product from their RTOretailer, 83% of Accepted customers
believed thatit would be at leastthe same or more expensive thanbuying the product elsewhere (22%the same,
61% more expensive).

Just undertwo thirds (62%) claimed to havelooked atthe product price (defined as the basic price before any
extras such as interest chargesordeliveryare added on). One quarter (23%) ofthese customers did not
compare the price elsewhere. 41% recognised that this price was more expensive than for a similar product
elsewhere (thisis equivalentto 26% ofall Accepted customers).

3.7. Perceptions of decision

Just over three quarters (77%) of Accepted customers believed that their RTO agreementwasthebest option
availabletothematthe time. This wasslightly lower amongthose who had shopped around before purchasing,
but still high at70%. Thiswas linked to A ccepted customers’ perceptionsthat they have no alternative
optionsavailable.
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Believingthe RTO agreement wasthebest option available to them at the time was also higher amongthose
buying essential products (80%)and those who did not have any other payment o ptions (87%).

Affordable weekly payments (20%) and a poor financial situation (17%) were the key reasons forbelieving RTO
was theirbestoptionat the time.

Figure 6: Wasan RTO the bestoption?

Alterflatwe. pi_l}"ment Product essential
options available

Possibly Easily
Yes gone gone
without without
It was the best otliblt;o;il ni:;raﬂable LOR DL 66% 87% 80% 4% 64%

It would have been better to pay for your

(product) in a different way g 9% 4% 7% 6% 6%

It would have been better not to buy this o
(product) at all 7% 11% 2% 6% 8% 1%

It would have been better to buy your o
(product) from a different place 9% 4% 5% 6% 13%

7 1- 0
5% 2% 2% 0% 7%

Base: Accepted customersrep (498)

One in five Accepted customers regretted buying their product from the RTOretailer. Thisroseto 33% ofthose
who considered purchasingelsewhere. Regret was closely linked to experiencing difficulties making
repayments, having to cut backon spendingelsewhere to make repaymentsandreceivinga worse deal than
expected. The over-ridingreasonfor thiswas the total cost ofthe product being expensive (84%).23% also
claimed theyhadto pay late fees and 21% regretted their choice due to the quality of their product notbeingas
goodas they had expected.

15% of Accepted customers claimed thatusinga rent to own agreement worked out to be a worse deal thanthey
had expected. The maindriver of thiswasthe total amount paid being more than expected (7 0%). Thatbeing
said, the majority (83%) of Accepted customers believed it wasforthebest the RTOretailer approved their
applicationand 65% of current customerswould consider using Rentto Own to buyagainin the future.

Former customers, however, showed a slightly different picture with 26% claiming that usinga rentto own
agreement worked outtobea worse deal thantheyhad expected, only 66% believed it wasforthe bestthat the
RTO retailer approved theirapplicationand only 42% would consider using Rentto Own to buyagainin

the future.

While the majority claim thatbuying their product froman RTOretailer wasthe best optionforthem, around
one in five Accepted customers have experienced financial difficulties making repayments. 18% of Accepted
customers said theyhad experienced difficulty paying for their productand almosta quarter (23%) havehadto
cut back onspending elsewhere in orderto make sure they could meet their repayments.
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“Sarah”, 29, Accepted
Financialm anagement and planning

e Sarah is a single mum to two children aged 7 and 5. She works part time in a school and gets tax
credits

e When she wasyounger she gotinto a lot of trouble with borrowing and ende d up getting a Debt
ReliefOrder. At18 and workingasa dental nurse she took out aloan for £2,500t0 help herbrother
who wasat university and struggling

¢ Sheisnowveryorganised, has twobank accounts —one for bills and one for everything else. She
has moved all her outgoings to the same day eachmonth; hersalary covers her bills and then she
lives on hertax credits. She checks both accountson a mobileappdaily. Sheis tryingto rebuild her
creditratingand regularly checksit with Experian; currently at thelowerendof Poor

Sarah’s RT Ojourney

e A yearago Sarah’s vacuum cleaner needed replacing. She wentto RTO because 2-3 years earlier
she needed to replace herwashing machineand fridge freezer. She could have asked her father but
because he has already helped her a lot financially she wanted to do it on her own. She knew she
wouldn’t be accepted for mainstream borrowing because of her DRO, and friends had told her it
was easy to be accepted for RTO

¢ Sherepaidthehoover overayear, and has around £ 500 left to pay on the white goods, which she
tookout overthree years

¢ Shefeelsshehasa goodunderstanding ofthe costof RTO but overthe course of the interview twice
made reference tothe high interestrate of29-30%. She also tookinsurance which she understood
to be a requirement

¢ A fewdaysbefore speaking tous Sarah had a call from the retailer offering her ‘four free weeks’ —
essentially fourweeks before starting repayments. She felt it would have beenvery easy totake up
the offerespedially close to Christmas, butshe saidno. Shewants to pay off her appliances, and is

also conscious of friends on benefits having repaymentsofupto £70 perweek She doesn't feel this
shouldbe possible

Impactofbeingaccepted

e Sarahispleased shewasable toget the thingsshe needed as she has been comfortable with the
repay mentsand would have struggled without the items

¢ She wouldnotuse RTOfornon-essential items —sheuseda TV and a laptop as examples of non-
essentials. If she needed orwanted these she would eithersaveup orseeifshe could borrow from
her father

e She feels RTO provides a service for low income people with poor credit history, but she thinks
the interestis too high, the total cost vs. the basic cost is not emphasised strongly enough and
peopleareallowedto take ontoo many products atonce

e She hopes to improve her credit score to gain access to more/better borrowing o ptions in the
future

5 The namesofthe case studieshave been masked
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“Billy”, 37, Accepted
Financialm anagement and planning

¢ Billy worksfull timeand has two youngchildren. Finances are verytight. He has regularchildcare
costs,andbillscomingin throughout the month, so hehastobeverycareful and planned with his
spending

¢ He thinks that the current financial situation for many people is hard, especially when like him
thereisnopotential for financial backing from parentsorthe prospectofa higher paid job. Despite
this, Billy is positive about the future and thinks RTO can help people who have had problems
obtaining creditin the past or who are strugglingto make endsmeet

¢ Billy spends around an hour a month planning his spending and believes he is good at managing
his money. He writes down all his outgoings so he understands when bills needed to be paid and
so thathe doesn’t overspend. He alsouses a mobile phone appto monitorany billsor costs which
comein as the month progresses

Billy’s RT Ojourney

¢ Billy’sdecision to use RTOto buy his TV was mainly driven by the level of we ekly payments. He
spent time researching his purchase for a couple of months until a deal came up that suited him
financially

¢ Billy is able to recall the weekly cost of his purchase, the length of the repayment period and the
total amount of credit. He has the paperwork for the agreement stored safely if he needs to refer
backtoit

¢ Billy hadthoughtaboutalternatives to RTObut ashe had a bad credit history he thought he would
notobtain credit. He also prefers notto borrowmoney from friends orfamily. Using RTOleft him
money available for otherupcoming costs comingup such as Christmas

Impactofbeingaccepted

e Billy ishappy tohave been accepted and sees RTOas a cheaperway of making hispurchase, even
after interestis applied, than otheroptions thatmight have beenavailableto him

¢ In asituation where he needed to borrow in future he would consider RTO again, alongside any
otheroptions opentohim. Ifhe was ‘desperate for something’ he would use RTO again, but doesn’t
anticipate doingso as he feels currently hehas everythinghe needs

e Theoveral costtobepaid backis the onlything that would put himoffusing RTOagain; he finds
beingableto pay weekly very helpful
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4. Declined applicants

4.1. Profile of research participants

The demographic profile of declined customersinterviewed is illustrated in Figure7 below.

Figure 7: Demographic profile of Declined applicant participants

None [ 51%

Prefer nottosay | 2%

Gender Age Partners/Children
1 1
: 18-24 21% : Not livi
_ ot ving 3+ W 1%
1 2534 38% ] with a - 62%
" 35-44 20% | partner 2 W 13%
1 45-54 7% 1
I 55-64 10% | Living with 1 [l 19%
I 65+ | 2% | a partner . 35%
1 1
1 1

Employment status Income
. I 14%  18% 4500 109% 19%  18%
Bmployed orself employed full-time Jo% 0% 6% 3% 2%
ployed or se employ e 25% | omem 3 .
Employed or self-employed part-time [N 12% | Under £6ooo £12,000 £18,000 £24,000 £36,000 £50,000 Prefer Don't
Unemployed and looking for work _ 16% | £6000 e to . to c to . to e to or more mnotto lknow
11 1 2: say
Unemployed and not looking for work - 8% | = = = = _’99_9 - 7_,99_9 - 3_,9? _35199_9 _49,_992 —— = —
Retired [ 2% I Ethnicity
Full time education I
| % | English/Welsh/Scottish/Northern 81%
Unable to work due to ill health/disability _ 21% Trish/British
Looking after home/family - 8% :
Prefer not to say - 4% | Other 19%
|

Base: Declined applicantsrep (261)

Declined applicants were morelikely tobe male and in the younger age groupsthan Accepted customers.
However, their financial characteristics were similar —the majority (59 %) were notemployed and 67 % of those
who stated their household income said thatit was under £18,000. Fewhave accessto ready cash —nearly half
(48%) had no savings and only 16% said they had savings of £500 or more.

4.2. Financial situation

As with Accepted customers, one half of Declined applicants were strugglingto keep ontop oftheirbillsand
creditcommitments including 21% who were fallingbehind with these commitments.

Nearly onein three Declined applicants had missed a non RTO payment, such as a utilitybill or council tax
paymentin thelast six monthsand nearly halfhad experienced emotional problems such asanxiety and stress
due totheirfinancial difficulties.

The reported financial situation of Declined applicants was therefore similarto Accepted customersand fora
comparable number (10%) thishad reached a serious point where they had sought financialhelp froma

professional debt management or advice organisation in thelast six months.

Despitethis, Declined applicants were more positive about the future with 85% agreeing that their financial
situationwill get better in the future (compared to 77% of Accepted customers).
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Figure 8: Agreementwith statements about money management

NET:
Agree

I haven't added up my debts because I don't want to know 29%

how much I owe 58% LLJ 0% 6% 17% 3
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to tell me that I owe money

I think my financial situation will get better in the future ms" 12% 72% 85%
Itry to save small amounts when I can 6* 19% 56% 75%

I buy things that I can't really afford and sometimes end up 28%

regretting it 43% 15% u% 9% 19%
I am organised when it comes to managing my money day to 70%
= oA S ix ‘
= Strongly disagree  ®Slightly disagree Neither agree nor disagree Agree slightly Agree strongly

Base: Declined applicantsrep (261)

4.3. Product sought

Declined applicants were most likely to be seekingelectronics (41%) followed by computers/phones (26%) then
furniture (18%) and finally white goods (13%). The most sought afterindividual products were TVs (25%),
mobile phones (15%), music systems (13%) and sofas (13%). This differed from Accepted customersin that
Declined customers were seeking more electronic items and fewer white goods.

Linked to thisdiffering product focus, nearly half of Declined applicants (44%) wanted their newproduct
becauseit was a better or newerversionoftheir current model (rather than it beinga replacement for a broken
item).Andas a result, more, 49%, claimed it asa product they could easily or possibly have gone without.

Seekingan ‘upgrade’ was most common for those seeking electronics or furniture and these products were also
less likely to be claimed as essential compared to other products.

4.4. Choice of RTO retailer over other providers

When asked why Declined applicants choseto goto a RTOretailerinstead of getting their product another way,
the mostcommon reasonswere dueto thelowweekly repayments (33%) and feeling that thiswasthe only
optionopentothem (31%).

Therewere also mentions of the store being convenient (18%), havingused them before (15%) orreceivinga
recommendation from friends/family (12%). However, less than 10% mentioned specific featuressuch asthe
returns facility, warranties, insurance or delivery/installation. Similarly only 8% said thatlowoverall cost
was adriver.

The key difference to Accepted customers was that Declined customers placed more importance onweekly
repayments whereas Accepted customers had more habitual behaviour i.e. theyhad used thembefore.

4.5. Alternative behaviour

One half of Declined applicants went on to buythe product they were seeking elsewhere (51%). Older age
groupsand those seeking furniture and white goods were mostlikely to buy the product elsewhere. While
younger age groups, those withlowerlevel incomes or savings and those seeking electronics/computers were
morelikely to go without.
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Figure 9: Whether wentwithout product or bought elsewhere

Product type

0,
49% 51% 57% 59% 50%  49%

.. = l = I ..

Flectronie Furniture White goods Computer/phone

®Went without B Got it from somewhere else

Age
8%
52% 4% 46% 63% >
. . . . = .
- .
Got it fr.om somewhere else 18-34 35-54 55+

® Went without
m Don't know ®Went without  ®Got it from somewhere else

Base: Declined applicantsrep (261), seeking Electronic (106), Furniture (46), White goods (34),
Computer/phone (68), 18-34(154), 35-54(70),55+(31).

Nearly half purchasing their product elsewhere bought from a high street or online retailer (4 8%) with nearly a
quarterbuying secondhand (23%). A further 11% turned to anotherrentto own retailer.

Of thosebuyingelsewhere (excluding other RTOretailers), a mix of payment types were used with half saving
up or sourcing funds/product from friends/family. One third paid by cash/debit card but veryfewwere able to
avail of credit (3% credit card, 3 % flexible payment agreement, 3 % catalogue credit).

Figure10: Method of paying for product bought elsewvhere

Sourceoffunding %

Cash/debitcard 34%
Savedup 20%
Gifted tome 15%
Borrowed from friends/family 10%
Money owedtome 4%
Creditcard or storecard 3%
Flexible payment agreement 3%
Catalogue credit 3%

Base: Declined applicants buying elsewhere excluding from another RTO (111).
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“Jan”, 41, Declined andwent elsewhere
Overall summary

¢ Janliveswith her husband and children, andis currently caring for one ofherparents. She moved
to hercurrent hometwo years ago.Jan was shopping with a friend when she saw a dining tablewhich
she wanted to buy using RTO, but because she had not had credit in the past her application was
declined. She managedto buy a similar product elsewhere.

Financialmanagement and planning

¢ Jan thinks her financial situation is ok, she feels positive about her present financial situation and
doesnot haveloans or credit cards. She has a savings account which she puts money into every week.
She paysall herbills asthey come in and does not owe any money to anyoneatpresent.

¢ Overall she thinks sheis very confident in managing her finances. She has a record of her income
and outgoings and sometimes plans this by writing thingsd own onpaper (although not all the time).

Jan’s RTOjourney

¢ Janwent shoppingwith one ofherfriends and saw adining table she liked the look of, so shedecided
to apply fora RTOagreement. The retailertalked herthroughthe various paymentoptions and plans
onoffer(1year,2year,and5 year).

¢ From Jan’s perspective she wanted to complete the purchase as quickly as possible. She seemed to
understand the payment options available to her and said she could make a larger payment over a
shorterperiod of time to avoid payinga higher costforthe diningtable.

¢ Jan’s RTO application was declined. The retailertold Jan this was because she did not have a
borrowing pattern or credit history to draw on and the retailer re commended she check with
Experianforfurtherinformation.

¢ She felt disappointed by this as she really liked the table which she thoughtwould fit well within her
home. She questionshowsheis meant tobuild up a credithistoryifthese kind of agreements aren't
approvedforherinthefirstplace. Shethinks she should have been giventhe chance to demonstrate
she couldpay forthediningtable beforehavingherapplication refused.

¢ Interms ofalternative payment sources Janhad explored these, but explained that she did not like
borrowing money from friends and family. She had also thought about making the purchase using
her personal savings, but wanted to keep this money available should it be ne eded for something
else. She thinks the ability to pay weekly would have been more flexible and better suited to her
financial situation.

¢ Ultimately, Janmanagedto obtain a diningtable from another retailer, so the impact of having her
applicationfor RTOrefusedwas fairly limited.

The majority of Declined applicants (69 %) who went without their product said that theythought the RTO
retailerhadbeentheir only option for purchasingthis product. This was similar across all genders, ages and
producttypessought.

A similar proportionfeltthat they suffered consequencesas a result of going without, particularly t hose seeking
white goods.
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Figure11:Consequences of Declined applicants going without their product

‘White Computer
Goods /phone

It made life more difficult or 37% 29% 58% 57% 45%

uncomfortable for you

It really upset you 36% 36% 32% 50% 36%

It ended up costing you more
because you had to spend on other
things

21% 16% 16% 36% 21%

32% 42% 26% 21% 27%

No consequences

Base: Declined applicant s who wentwithout theirproduct (121), seeking Electronic (50), Furniture (19),
White Goods (14), Computer/phone (33). CAUTION low base size for certain products.

4.6. Perceptions of decision

Overall52% of Declined applicants felt thatit would have beenbetterifthe store had approved their
application. Conversely 36% feltthatit wasforthebest thatthe store declined with the remainder sayingthey
didn’t know (6%) or somethingelse (6 %), for example thatit made no difference. This was consistent across
mostdemographic groups and product typessought.

Those who went without their product were significantly morelikely to say it would have been betterifthe store
had approved theirapplication (64%) compared to those who boughttheir product elsewhere (40%). Indeed,
mostdeclined applicants feltthat buying their product elsewhere was the bestoptionavailable to thematthe
time (73%).

The majority of declined applicants (64%) remain opento considering RTOin the future and this is higher
among those who went without their product (7 4%) compared to those who bought elsewhere (58%).
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“Dawn”, 40, Declined, went without

Personal circumstances and financial management

¢ Dawn, 40,isan unemployed single mum who livesat home with her daughter, 6. She
recently went to prison fora week, and since getting out has struggled financially. She
had to reapply for her benefitsandis in the process of being transferred to Universal
Credit. Sheis currently livingon £20 aweek and relying on help from friends and
family

¢ She’sanxiousabout howshe will manage herfinances on Universal Creditasthe
paymentswill be monthly and she’s always managed her money weekly

Dawn’s rent to own journey

¢ Dawn went to use Rent To Own for the first time in April this yearasthe screenonher
mobile phone was broken and she wanted a new one. Initially, she thought about
asking her mum for help, but her mum had justlost her job and was notin a position
to lend her the money

¢ Herscreenhadbeen cracked aboutaweekor so when she passed the shop while in
town, so she poppedin to havea look. She was lookingat gettingan iPhone 8, but
when they ran the credit check, she was declined. Dawn doesn’thave a debitcard —
only an ATM card — and has never had any creditbefore so she wasn’t surprised to be
turned down

¢ Instead of getting a new phone, she was able to borrowone from her brother, which
she has since bought off him. Borrowing a smart phone meant that her daughter was
able to continue using her phone to play games on and go on the internet

Impact of being declined

¢ In hindsight, Dawn is relieved that she was not accepted, as she doesnot need to
worry aboutmeeting the repayments. Her financial situation has deteriorated since
she was declined, so even a few extra pounds a week would be unaffordable now

¢ Evenwithout her financial situation becoming more precariousshe would have had to
cut back to coverthe additional cost—for example her daughter would have hadto
stop swimming lessons, they would have had to spend less on food and make other
small sacrifices
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|
5. Walkaways

5.1. Profile of Walkaways

The demographic profile of Walkawaysis illustrated in Figure 12 below.

Figure 12: Demographic profile of Walkaways
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Base: Walkaways (251)

Walkawayswere more likely to be female and in the younger age groups. While stillhaving incomes at the lower
end ofthescale, their employment and income position appeared to be better than both Accepted customers
and Declined applicants astheywere significantly more likely to be employed and 48% ofthose who were
willingto answer said that their household income wasunder £18,000 (compared to around two thirdsof
Accepted customersand Declined A pplicants).
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5.2. Financial situation

Walkawayshad similar characteristics to Accepted customersand Declined applicants, but were morelikely to
be awareoftheirlevel of debt,only 15% agreeing thattheyhadn’tadded up their debts because they didn’t want
to knowwhattheyowe (comparedto 26% of Accepted customers and 23% of Declined applicants).

Figure13: Agreement with statements about money management
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Agree
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Base: Walkaways (251)

Almostonehalf(46%) of Walkaways were struggling to keep ontop of their bills and credit commitments
however only 16% were falling behind with these commitments (compared to 21% for Declined applicants).

Just over a quarter (28%) of Walkawayshad missed a non RTO payment, suchas a utilitybill or council tax
paymentin thelast six monthsand nearly a third had experienced emotional problems such as anxiety and
stress dueto their financial difficulties.

Perhapslinked to theirbetter knowledge oftheirlevel of debt, Walkaways were slightly morelikely to have
soughtfinancialhelp from a professional debt management or advice organisationin thelast six months (14%
comparedto 12%for Accepted customersand 10% for Declined applicants).

These results suggest that Walkaways are starting from a slightly better baseline positionthan Accepted
customers or Declined applicants —theyhave higherlevels of employment and income, greater awareness of
theirdebtsand a slightly more proactive approach to debt problems.

5.3. Product sought

Walkawayswere mostlikely to be seeking electronics (35%) followed by computers/phones (23%), white goods
(22%) then furniture (18%). The most sought after individual products were TV's (27%), sofas (14%), laptops
(12%) and washer/dryers (11%).

The largest proportion of Walkaways (42%) wanted a new product because it wasa better ornewer version of
theircurrentmodel. Asaresult, 52% claimed it asa product they could easily or possibly have gone without.
Seekingan ‘upgrade’ was most common for those seekingelectronics or furniture and these products were also
less likely to be claimed as essential than those who were seeking white goods.
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5.4. Choice of RTO retailer over other providers

While thelistofreasons for choosing to consider an RTOfor this product were similarto Accepted customers
and Declined Applicants, Walkaways were more likely to fo cus on the lowweekly repayments rather than

convenience or certain acceptance.

37 % of Walkaways chose to gotothe RTOretailer due to the lowweekly repayments. Thiswashigher among
those purchasing white goods (40%) and electronics (40%). Other deciding factors included, the beliefthatthe
RTO retailer wastheir only option (26%), flexible repayments (9 %), the convenience of the store (7 %)and

havingusedtheretailerbefore (7 %).

5.5. Alternative behaviour

Cost wasthe main driver of Walkaways not pursuing an RTO application. 35% claimed it was cheaperto buy
theirproduct elsewhere and 21% said the interest charged wastoo high making the repayments too costly. Costs
was moreofa driver forthose purchasing electronics or a computer/phone.

More than two thirds (69%) of Walkaways went on to get the product they were seeking elsewhere, compared to
only 51% of declined applicants. Younger age groups and those seeking computers/phones and white goods
weremostlikely to buythe product elsewhere. While older age groupsand those seeking electronics or

furniture were morelikely to go without.

Figure 14: Whetherwentwithout product orboughtelsewhere

¥ Got it from somewhere else ® Went without ® Other

Product tupe
64% 67% 73% 74%

35%

. 30% 29% 22%

Electronic Furniture White goods Computer/phone

mWent without  m Got it from somewhere else
Age
76%
61% 58%
42%
%
18-34 39724 2ot
mEWent without  mGot it from somewhere else

Base: Walkaways (251), seeking Electronic (88), Furniture (46), White goods (55), Computer/phone (58), 18-

34 (140), 35-54(84),55+(24).

60 % of Walkaways seeking their product elsewhere boughtfroma high streetoronline retailer, with a further
19%buyingsecond hand. Only 4% turned to anotherrent to ownretailer, compared to 11% ofthose who had

theirapplicationdeclined.

Of thosebuyingelsewhere (excluding other RTOretailers), a mix of payment types were used with most either
using cash/debit card, saving up or sourcing funds/product from friends /family.
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Figure15: How paid for product bought elsewhere

Sourceoffunding %

Cash/debitcard 38%
Savedup 12%
Borrowed from friends/family 12%
Gifted tome 10%
Flexible payment agreement 8%
Creditcard or store card 6%
Gotitfree 3%

Base: Walkaways buying elsewhere excluding from another RTO (156), < 3% not shown

Walkawayswere more able to use other formsofcreditsuch as a flexible payment agreement (8%) or credit
cardorstore card (6%) compared to Declined applicants (3% for both payment types) but it appearsthat these
creditoptionswerestillonlyaccessible to a small minority.

For those who boughttheir product elsewhere, the overall product price wasthe key consideration and
61%felt thiswascheaperthanusingan RTO. Only 14% of Walkaways claimed theyhad to putin alotofeffort
to find an alternative way to buy their product, and the majority (92%) were comfortable with their alternative
way of paying.

Of those walkaways who went without their product, half (52%) said that they thoughtthe RTOretailer had
beentheir only option for purchasingthe product. While sizeable, thisis lowerthanfor declined applicants
wherenearlysevenin ten (69%) feltthe RTOwas their only option.

A similarproportion (51%) felt that they suffered consequences as a result of going without, particularly those
seeking white goods.

Figure16:Consequences of Walkaways going without their product
It made life more difficult or _ %
uncomfortable for you 27
It really upset you _ 17%

It ended up costing you more

because you had to spend on other - 15%

things

Something else - 7%

Base: Walkawayswho went without their product (71)
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5.6. Perceptions of decision

Just over three quarters (77%) of Walkawaysbelieved it was for the bestthattheydidn’t chooseto gettheir
productfromthe RTOretailer. Conversely 17% feltthatit would have beenbetterifthey had gotthe product
from the RTOretailer and 6% said they didn’t know. Those who went without their product were significantly
morelikely to say it would have been betteriftheyhad got their product from the RTOretailer (27%) compared
to those who boughttheir product elsewhere (11%).

Most walkaways who bought their product elsewhere felt that this was the best option available to them at the
time (83%). When asked why they said that, the overall cost ofthe product was mentioned mostoften.

Over half of walkaways (54%) remain opento considering RTOin the future, however those who wentonto buy

their product elsewhere were lesslikely to consider Rentto Own again (53%) compared to those who went
without (59%).
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