
The Repayment of Consumer Credits During and
After the COVID-19 Pandemic: Moratorium, Grace
Period, Contract Prolongation and Credit Holidays

Home /  Abstracts /

Reference UPP01238

Status Not reviewed

Stream Credit Law

Paper Submission Presentation

Publish Yes

Presenter Prof Emilia Miscenic (University of Rijeka, Faculty of Law)

 Authors
Prof Emilia Miscenic (University of Rijeka, Faculty of Law) - Primary Author

 Abstract
Emilia Miscenic, Dr. Iur. (KFU Graz), LL.M. (Saarland)
Associate Professor, Faculty of Law, University of Rijeka, Rijeka, Croatia,
emiscenic@pravri.hr Curriculum Vitae:
http://pravri.uniri.hr/�les/nastavnici/emiscenic_en.pdf
List of Publications: https://scholar.google.com/citations?
user=LR9UWH8AAAAJ&hl=en

The Repayment of Consumer Credits During and After the COVID-19 Pandemic:
Moratorium, Grace Period, Contract Prolongation and Credit Holidays

Across the world the COVID-19 pandemic has caused a signi�cant imbalance
between rights and obligations in B2C (Business-to-Consumer) relations. Consumer
credit agreements are no exception, but present a major issue in the line of
consumer issues a�ecting both micro- and macroeconomy on a larger scale. On the
one hand, the COVID-19 pandemic is forcing people to overcome their currently
poor �nancial situation by taking a consumer loan or concluding other sorts of
consumer credit contracts. On the other hand, workers who have lost their
employments or whose incomes have been reduced signi�cantly, are unable to
repay monthly credit instalments. Under the regular circumstances, the inability of
debt repayment under consumer credit and in particular mortgage credit
agreements, would lead to foreclosure proceedings and possibly evictions. 

However, the current circumstances are far from regular and in many countries
special protective civil law institutes, such as force majeure, or change of
circumstances (rebus sic stantibus) can be invoked before the courts. By doing so,
the debtor could free himself from damage liability, if he or she could prove that the
inability to repay the debt was caused by external, extraordinary and unpredictable
circumstances occurred after the conclusion of the contract, which he or she was not
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able to prevent, remove or avoid (the so-called impossibility doctrine).

Moreover, both legislative and non-legislative measures were taken in numerous
countries allowing the so-called moratoria or credit holidays, grace periods or
contract prolongations. Mostly uncoordinated, the latter measures are in some
countries o�ered by credit institutions to borrowers as optional (e.g. Finland, Poland,
Croatia, South Africa, Mexico), whereas in others imposed by legislative measures of
the respective state (e.g. UK and USA for certain types, Spain, Germany). The
moratoria or credit holidays usually last from 3 to 6 months with a possibility of
prolongation (e.g. Germany, Spain, Croatia). In some jurisdictions, consumers are
not addressed as a special category (e.g. Singapore). Such an uncoordinated
approach has raised numerous questions related to the repayment of consumer
credits during and after the COVID-19 pandemic. 

The European Banking Authority (EBA) released ‘Guidelines on legislative and non-
legislative moratoria on loan repayments applied in the light of the COVID-19 crisis’
on 2 April 2020. The EBA Guidelines address primarily issues that could a�ect credit
institutions and cause long-term �nancial di�culties. In turn, the ‘UN COVID-19
Guidance Note: Protecting renters and mortgage payers’ of 8 April 2020
recommends a moratorium for mortgage and renters payers, including moratoria
on evictions and forgiveness of debt for “particularly vulnerable households“. 

Still, despite of the aforementioned guidelines and recommendations, the consumer
credit market has its own ways and practices. In some credit markets, credit
institutions o�er a moratorium on the payment of credit instalments, under the
condition that borrowers pay additional fees or interests (the so-called moratorium
interest). In other words, the consumers are paying for the option of repayment
postponement o�ered due to �nancial di�culties caused by the COVID-19
pandemic. Likewise, the European Commission warns about unfair commercial
practices during the COVID-19 pandemic, which also a�ect consumer credits. The
online conclusion of consumer credit contracts is often a�ected by misleading
advertising and violation of consumer credit rules on pre-contractual information
duty or creditworthiness assessment. 

With this in mind, the purpose of this paper is to address the main consumer issues
related to consumer credit agreements caused by the COVID-19 pandemic. Striking
the proper balance between both contractual parties´ positions and interests, the
paper proposes new legal solutions applicable to consumer credit agreements
during and after the COVID-19 pandemic. These concern most notably the issue of
interest rates, fees or other charges that might be imposed during and after the
moratorium period, the possibility of contract prolongation and the duty of pre-
contractual informing and creditworthiness assessment. Although these matters are
highly regulated and harmonised at the EU level, desperate times seek new, more
appropriate and balanced legal solutions with respect to consumer credit
agreements. 
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