
 
 
 
 
 
 

Comments to the  Consumer Financial Protection Bureau  
on Payday Lending Abuses 

CFPB-2012-0009 
 
 
 

Submitted on behalf of the following organizations: 
 
 
�

Center for Responsible Lending (CRL)1 
Consumer Federation of America2  

National Consumer Law Center (on behalf of its low-income clients)3  
Americans for Financial Reform4 

Center for Digital Democracy5  
Consumer Action6  

Consumers Union, the public policy and advocacy arm of Consumer Reports7 
Insight Center for Community Economic Development8 

Leadership Conference on Civil and Human Rights9  
National Association of Consumer Advocates10  

National People’s Action11 
Neighborhood Economic Development Advocacy Project (NEDAP)12 

 Public Citizen13 
California Reinvestment Coalition14 

Community Legal Services, Inc.15 
New Jersey Citizen Action16 

 
 
 

23 April 2012 
 

 
  



ͳ�
�

Introduction and Summary 
�
���������������������������������������������������������������������������������������������
	��������������������������ǯ��������������������
����������������������������������ǡ��������Ǥ�����
����������������������������������������������������������������������������ǡ���������������������
�����������������������������������������������������������������������������������������������
�����Ǥ���
�
�����������������ǡ����������������������������������������������������������������ǣ�
�
x Payday loans are structured to create a long-term debt trap.  ��������������������������
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x Over 75 percent of payday loan volume is because of churn—borrowers having to take 

out additional loans to pay off the original debt.  �������������������������ǯ����������������
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x Extended payment plans are not an adequate solution.  �����������������������������
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x Payday loans result in long lasting financial harm .  �����������������������������������������
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x Bank payday lending and internet payday lending cause the same harms as their 
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x There are a wide range of options for consumers to bridge a budget gap without creating 
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Payday Loans Are Structured to Create a Long-Term Debt Trap 
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x For loans that went to repeat borrowers, the great majority were originated shortly after 

a previous loan was paid back, with half of new loans opened at the borrower’s first 
opportunity and 87 percent opened within two weeks.   
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x Borrower churn inflates overall payday loan volume by over $20 billion each year, with 
76 percent of all payday loans generated by the debt trap.25  Only a small fraction of the 
total lending—$6.6 billion—is not directly attributable to loan churning. 
 

x This loan churn costs households $3.5 billion in extra fees each year.   
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x On average, borrowers stayed indebted to payday lenders far longer than the FDIC 
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x A significant share of borrowers became late or defaulted on their payday loan, 
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Bank Payday Loans Cause the Same Debt Trap as Storefront Lenders 
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x Like their storefront counterparts, bank payday loans are very expensive, carrying an 

APR of 365 percent based on the typical loan term of ten days.���
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x Also like their storefront counterparts, bank payday loans often lead to a cycle of long-
term indebtedness; on average, bank payday borrowers take out 16 loans and are in debt 
for 175 days per year, nearly twice as long as the maximum length of time the FDIC has 
advised. 
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x Nearly one-quarter of all bank payday borrowers are Social Security recipients, who are 
2.6 times as likely to have used a bank payday loan as bank customers as a whole. 
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x Payday lenders are nearly eight times as concentrated in neighborhoods with the largest 
shares of African Americans and Latinos compared with white neighborhoods, draining 
nearly $247 million in fees from communities of color.�
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x Even after controlling for income and a variety of other factors, payday lenders were 2.4 
times more concentrated in African American and Latino communities.  On average, 
controlling for a variety of relevant factors, the nearest payday lender was almost twice 
as close to the center of an African American or Latino neighborhood as a white 
neighborhood.�
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x Race and ethnicity played a far less prominent role in the location of mainstream 
financial institutions such as bank branches.  Whereas race and ethnicity accounted for 
over half the variation in payday lender location explained by neighborhood factors, they 
explained only one percent of the variation in bank branch locations.�
�
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There Are a Wide Range of Options for Consumers to Bridge a Budget Gap Without Creating a 
Spiraling Debt Trap.  
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