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CONSUMER DEBT TODAY

Aggregate Consumer Debt

Non-Housing Debt Balance

4.50 trillion 2018 Q4

4.00 Student Loan: $1.46 trillion

3.50 Other: $0.41 trillion
Credit Card: $0.87 trillion

3.00 Auto Loan: | $1.27 trillion
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HOUSEHOLDS’ CONSUMER DEBT

Median Debt by Product

Prevalence and Levels of Consumer Debt
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COMPOSITION OF CONSUMER DEBT
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DEMOGRAPHIC DIFFERENCES

Experiences vary widely

* Key demographic characteristics are geographic
location, age, race and ethnicity, and income

* (Can lead to disparate outcomes

* Racial inequity is a major challenge



DEMOGRAPHIC DIFFERENCES
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DEMOGRAPHIC DIFFERENCES

Proportion of households with debt by
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DEMOGRAPHIC DIFFERENCES

Race and Ethnicity

Racial disparities are related to differences in
income, geographic location, public policy

Role of historical discrimination
Impact of current structural barriers

Challenging research and data limitations



DEMOGRAPHIC DIFFERENCES

Race and Ethnicity

Median value of debt holdings by age, 2016 dollars
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DEMOGRAPHIC DIFFERENCES

Composition of installment debt bym
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DEMOGRAPHIC DIFFERENCES

* Poor households carry less debt but have higher DTI
* Only income group with DTI rise from 2013-2016

* Poor have lower leverage ratio than middle class due
to lack of assets

« Middle class households largely doing well but
impact of student loans is big concern



U.S. HOUSEHOLD FINANCIAL SECURITY

* 40% of households get by on $33,000 or less
(Survey of consumer finances)

* 23% of households have no emergency savings at all
(Bankrate)

* Only about 1 in 3 Americans is financially healthy
(CFSI and CFPB’s Financial Well-Being in America survey)



CONSUMER DEBT TODAY

Consumer Debt in Context

* Debt 1s nearly universal: 77% of people have it

 Many households are domng well with debt

 Low-income households and families of color

experience more debt-related financial distress

* Uncharted territory: booming economy, financially fragile
households, unprecedented levels of debt





































































Develop mnovative savings products and
services that help accumulate, manage,
orow, and replenish micro-savings for
consumption smoothing

Develop hybrid products that meet
savings, credit, and transactional needs

EARN'’s Saver Life
product Prudential’s
and NEST’s “sidecar”
saving pilot

Walmart’s MoneyCard
with savings Vault

Digit



Help workers access products
that stabilize cash flow

Help workers build hquid
savings through payroll
deductions

Even, FlexWage, and
Payactiv provide
access to earned
income

Many employers offer
emergency cash grants
to their workers

United Way of
Greater Austin’s
automatic savings
benefit



Policies for automatic
enrollment 1n savings accounts
via payroll deductions

Build infrastructure for
emergency savings

Provide matches on short-term
SavINgs

The Senate’s proposed
Strengthening Financial
Security through

Short-Term Savings
Act

Prosperity Now’s
proposed Rainy Day
Savings Accounts

The Save USA pilot
program












Develop lending and
underwriting practices that
actively reduce disparities 1n
access to and cost of credit
products across demographic
oTOUPS

FS Card



F'nforce laws that prohibit racial CFPB's Office of
Fair Lending

and gender disparities 1 access (before 2018

to and cost of credit reorganization)
Miami and
Philadelphia

lawsuits against
discriminatory
lenders






I'’xpand responsible use of
alternative data to allow credit
mnvisible consumers to build credit

Standardize full reporting of
payments for utilities, telephone
and internet service, and rent and
transaction account data

Many leading fintech
lenders use alternative data

Credit Builders Alliance
helps nonprofit lenders
furnish data to credit
bureaus

VantageScore is able to
score one-third of thin-file
consumers

Ultra FICO, debuting in
2019, analyzes transaction
account data



Allow financial services providers, CFPB’s Office of

with regulatory supervision, to Innovation
experiment with consumer-friendly

use of alternative data

Encourage credit bureaus to accept The Credit Access
reporting of payments tor utilities, nd Inclusion Act
telephone and internet service, and (H.R. 235, S. 3040)

rent as well as cash flow data from
transaction accounts






IFund and partner with non-
profit credit counseling and
financial coaching services

Most large banks
fund local credit
counseling agencies
but not at the
necessary scale



Provide credit counseling, credit
repair, and debt management
Programs

Organizations
affiliated with the
National
Foundation for
Credit Counseling

The Financial
Clinic’s Change
Machine resources
and curricula for
practitioners



Fund non-profit credit HUD-certified

Counseling at scale homeov.vne.rshlp
counseling is

effective and widely
available

Reform Chapter 13
Bankruptcy payment plans















Modily products and operations to
better align the firm’s financial interests
with consumers' interests and needs

Create innovative new products and
services designed for consumers with
limited access to high-quality credit

Fxpand use of cash-flow underwriting
tor thin and no-tile consumers

CFSP’s Compass Principals
provide guidelines for financial
firms

USAA’s secured credit cards

Credit Union Payday
Alternative Loan program

US Bank Simple Loan

Petal



EFnable workers to access lower-
cost credit through payroll-
integrated loans provided or
underwritten by a third party

TrueConnect
Loans partners
with employers to
provide employee
loans



Apply more stringent regulation
to products and services that
Incorporate excessively
expensive and/or predatory
features

Federal Ability to
Repay (ATR)
underwriting standards
for mortgages and
small dollar loans

Massachusetts and
Delaware ATR
standards for auto
loans












Implement interventions 1n early-
stage delinquency to help

borrowers get back on track, such
as more flexible payment options

Offer retinancing into products
with more flexible repayment
terms

New research finds
early interventions
effective in curing
recently delinquent
credit card debt

LendStreet



Provide financial coaching with The Financial

: Clinic’s and
a focus on credit and debt Branches’ financial

coaching programs



Government as a creditor can The City of St.

: 1 : : : _ouis is launching

1mplement imterventions in ow-cost payment

carly-stage delinquency to help plans for traffic and
parking tickets

borrowers get back on track






Provide legal assistance or
representation to consumers
who are sued by debt
collectors/buyers

NCLC maintains a
directory of more
than 60 legal aid
organizations
providing this type
of assistance



Prohibit creditors/first-party collectors, third-party New York, Maryland, and North
collectors, and debt buyers from mitiating collections Eafm"“a require verification
. . . . ; efore suits are filed
actions or suing debtors without verification that the
consumer legitimately owes the debt

Fund or offer legal assistance or representation to all New Hampshire’s Periodic
Payments Clinic
consumers who are sued by debt collectors/buyers

Reduce the rate of default judgments against debtors CRL recommends state
governments tighten evidentiary

requirements for filing suit and
obtaining judgment

Eliminate use of arrest, imprisonment, or violation of Maryland’s S.B. 725 would

- prohibit body attachments for
parole as a debt collection too unpaid debts















Offer tmiton assistance as an Starbucks as US
military
employee benefit



Dramatically increase federal grant aid for
low-income students

Implement debt-free public college programs
that reach low-income students

Regulate tuition rates at public colleges and
universities

Prohibit imstitutions with a history of poor
outcomes for students from receiving federal
loan funds 1n the future

Double funding for the
federal Pell Grant program

Programs in New York and
Tennessee reduce
borrowing but fail to reach
low-income students

Maryland Tuition
Stabilization Account

Department of Education’s
Gainful Employment Rule
establishes these rules but
is not enforced



Increase mstitutional grant aid
and tuitton waivers for low- and
moderate-income students

Stanford University
Harvard University

University of
lllinois

University of
Michigan






Offer student loan repayment Hewlett Packard,
Staples, U.S.

benefits to employees Department of

Justice, City of
Memphis, TN



Streamline and expand mncome-
driven repayment plans and
loan forgiveness programs

Make more student debt
dischargeable 1n bankruptcy

Institute for College
Access & Success and
the Urban Institute
have proposed
reforms

Some federal judges
are discharging more
bankruptcy filers’
student loan debt



I'stablish hardship funds to

assist hinancially insecure
students facing expenses they
cannot pay without additional
borrowing or leaving school

University of
Massachusetts
Boston’s U-
ACCESS
emergency aid
program















Increase transparency ol out-ol-
pocket costs

The American
College of
Physicians has
endorsed cost-
transparency
policies



Require greater cost transparency to equip
consumers with critical information about
their medical care and, more importantly, to
push prices down and lessen consumer debt

Fully implement Medicaid expansion

Establish single-payer healthcare systems

Colorado, Maine, and New
Hampshire all have laws
requiring price transparency
from health care providers
or insurers

Medicaid expansion in
Michigan reduced enrollees’
medical debts and incidence
of maxed-out credit cards

The California Senate passed
single-payer legislation in 2017
and will consider it again in 2019
Nevada passed but did not enact
“Medicaid buy-in”






Connect all patients to repayment
assistance resources before referring
bills to collections; do not sell medical
debt to debt buyers

Offer payment plans designed to meet
consumers' needs (e.g. accepting partial
payments, self-selecting monthly
payment due date)

NCLC’s proposed
Medical Debt
Protection Act
would achieve this



F'nforce requirements that NCLC’s proposed
: : Medical Debt

medical providers connect all Protection Act

patients to repayment assistance

resources betore reterring bills

to collections












Reform state and municipal laws and
regulations that enable frivolous or
unfair civil fines and fees

I'xplore alternative public funding
models to reduce need to rely on fines
and fees for revenue

Fines and fees are assessed at levels
proportional to the seriousness of the
offense and ability to repay

San Francisco’s Financial
Justice Project recommends
eliminating fines for loitering,
blocking sidewalks, and
similar offenses

Proposed by the Fines and
Fees Justice Center
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Costs to Cities of Household Financial Security

Unpaid property taxes Unpaid utility bills
« Decrease city revenue * Reduce the revenue of city-owned utilities
e Tax foreclosures (secondary effect) * Generate costs from shutting off services
Foreclosures Fvictions
* Neighborhood disimvestment * Homelessness (United States Conference of Mayors
* Lower property values 2015)
* Vacant property demohtion costs o Increases local housing expenditures (Tull and
(Dewar, Seymour, and Druta 2014) Macy-Hurley 2008)

* Residential instability
o  Further mstability for families, communities,

and schools (Desmond 2015)

Source: The Urban Institute, McKernan, Signe-Mary, Caroline Ratcliffe, Breno Braga, and Emma Kalish. "Thriving Residents, Thriving Cities." Urban Institute. April (2016).



Costs to Cities of Household Financial Security

Financial Insecurity — Cities Lose Revenue, Incur Other Costs
e Unpaid property taxes™ (e.g. in Detroit) = tax foreclosures

* Foreclosures
o Neighborhood disinvestment
o Lower property values
o Vacant property demolition costs

e Unpaid utility bills*— generate costs from shutting oft services

e Evictions — homelessness — ncreases local housing expenditures

*
also reduce revenue

Source: The Urban Institute, McKernan, Signe-Mary, Caroline Ratcliffe, Breno Braga, and Emma Kalish. "Thriving Residents, Thriving Cities." Urban Institute. April (2016).



