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Abstract

Recently, banks and large financial institutions have increased the
amount of loans they lend to small companies and households. Thus,
people with strong credit ratings can access financial services with
relative ease. However, people with weak credit ratings are at a
disadvantage in securing loans and cannot benefit from most financial
services. This has grown into a social issue. Many problems have arisen
among people who turn to moneylenders for loans.

Therefore, one needs to regulate usurious interest rates imposed by
licensed and unlicensed moneylenders and follow this up with regulations
to cap loan interest rates and provide stiffer oversight on moneylenders.
For this to be realized, loan interest rates need to be lowered to
reasonable levels as stated by the loan rate restriction law. Such changes
should not be enforced but rather be carried out together with the
introduction of alternative finance systems.

An urgent issue in moneylending operations is the need for stricter
rules regarding business registration of moneylenders. There are currently
no requirements on how much capital a moneylender needs to secure a
business license. Therefore, in order to protect debtors and regulate
moneylenders, a minimum amount of capital for moneylenders must be
imposed during the business registration process.

To protect borrowers who take out loans to pay for cost of living
expenses, stringent rules must be enforced to regulate the number of
loans that can be given to them for their protection. lllegal and false
advertisements in the moneylending industry is also a problem and

harsher punishments must be imposed. In addition, advertisements must



meet a certain standard so that debtors can clearly understand the
conditions and terms of a loan. Advertisements must include details that
clarify the obligations of the borrower and the assumed interest. False

claims must be prohibited in advertisements produced by moneylenders.

% Keywords : Loan, Microfinance, Interest Limitation Act, Indi-

cation and Advertisement, supervision
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