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p>According to the CFPB, more than 80 percent of such loans are rolled over within a
month that is, borrowers borrow more money to pay off the principle, circling deeper into
debt. For every five borrowers who offer their cars as collateral, one loses the vehicle, the
CFPB says.,However, Chintal Desai at Virginia Commonwealth University and Gregory
Elliehausen of the Federal Reserve findÂ that a Georgia ban on payday loans hurts
localsâ€™ ability to pay other debts. They conclude that payday loans â€œdo not appear,
on net, to exacerbate consumersâ€™ debt problemsâ€ and call for more research before

new regulations are imposed.,Abstract: â€œTen states and the District of Columbia
prohibit payday loan stores, and 31Â other states have imposed regulatory restraints on
their operations, ranging from limits on fees and loan amounts to the number of rollovers
and renewals allowed a borrower. Given the importance of payday lenders to significant
segments of the population and the wide variation among state regulatory regimes, our
paper examines the extent to which the concentration of payday lenders in counties
throughout the country is related to the regulatory environment as well as to various
financial and demographic factors. The analysis is based on a unique dataset that has
been obtained directly from each states appropriate regulatory authority.â€,Abstract:
â€œEconomic theory suggests that payday lending can either increase or decrease
consumer welfare. Consumers can use payday loans to cushion the effects of financial
shocks, but payday loans may also increase the chance that consumers will succumb to
temptation or cognitive errors and seek instant gratification.
Both supporters and critics of payday lending have alleged that the welfare effects of the
industry can be substantial and that the legalization of payday lending can even have
measurable effects on proxies for financial distress, such as bankruptcy, foreclosure, and
property crime. Critics further allege that payday lenders target minority and military
communities, making these groups especially vulnerable. If the critics of payday lending
are correct, we should see an increase (decrease) in signs of financial distress after the
legalization (prohibition) of payday lending, and these changes should be more
pronounced in areas with large military or minority populations. This article uses countylevel data to test this theory. The results, like those of the existing literature, are mixed.
Bankruptcy filings do not increase after states legalize payday lending, and filings tend to
fall in counties with large military communities. This result supports the beneficial view
of payday lending, but it may be due to statesâ€™ incentives in enacting laws. This
article tests the effect of a change in federal law that should have had a disparate impact
according to the prior choice of state law. This second test does not offer clear support for
either the beneficial or detrimental view of payday lending.â€,Abstract: â€œI provide
empirical evidence that the effect of high-cost credit access on household material wellbeing depends on if a household is experiencing temporary financial distress. Using
detailed data on household consumption and location, as well as geographic variation in
access to high-cost payday loans over time, I find that payday credit access improves
well- being for households in distress by helping them smooth consumption. In periods of
temporary financial distress after extreme weather events like hurricanes and blizzards I
find that payday loan access mitigates declines in spending on food, mortgage payments,
and home repairs.
In an average period, however, I find that access to payday credit reduces well-being.
Loan access reduces spending on nondurable goods overall and reduces housing- and
food-related spending particularly. These results highlight the state-dependent nature of
the effects of high-cost credit as well as the consumption-smoothing role that it plays for
households with limited access to other forms of credit.â€,Abstract: â€œThe debt trap
hypothesis implicates payday loans as a factor exacerbating consumersâ€™ financial
distress.

Accordingly, restricting access to payday loans would be expected to reduce
delinquencies on mainstream credit products. We test this implication of the hypothesis
by analyzing delinquencies on revolving, retail, and installment credit in Georgia, North
Carolina, and Oregon. These states reduced availability of payday loans by either banning
them outright or capping the fees charged by payday lenders at a low level. We find
small, mostly positive, but often insignificant changes in delinquencies after the payday
loan bans.payday loans in maryland direct lenders In Georgia, however, we find
mixed evidence: an increase in revolving credit delinquencies but a decrease in
installment credit delinquencies. These findings suggest that payday loans may cause
little harm while providing benefits, albeit small ones, to some consumers.
With more states and the federal Consumer Financial Protection Bureau considering
payday regulations that may limit availability of a product that appears to benefit some
consumers, further study and caution are warranted.â€,Abstract: â€œPayday lenders as
a source of small dollar, short-term loans has expanded exponentially over the past two
decades. Starting out as simple storefront outlets in approximately 200 locations in the
early 1990s, the industry grew more than twelve-fold by the end of 2014. While the
growth of this payday loan industry is obvious, there is no general consensus on whether
the product offered is beneficial to those who borrow through this medium and the
industryâ€™s long-term effect upon society.
The majority of policies, legislation, and restrictions within the payday loan industry is
administered at the state level. Presently, 13Â states prohibit payday lenders to operate
within their respective state boundaries through various legislation and statutes. Of the 33
states that allow payday loan operations, most restrict them in some manner through
maximum interest rates, loan amounts, and payback periods. Beyond state-based
legislations, some Federal oversight does exist in governing the payday loan industry.
Most of the federal oversight was created through past Congressional action such as the
Truth in Lending Act and through governmental agencies such as the Federal Trade
Commission.
However, federal reach is growing through newly created groups such as the Consumer
Financial Protection Bureau. Payday lending continues to evolve beyond traditional
geographical boundaries and into areas such as internet-based lenders. This creates an
environment in which confusion reigns as to legal jurisdiction. Because of the uncertainty
of existing laws and how they apply to the payday lending, evolving legislation will
continue into the foreseeable future.,Abstract: â€œThis paper investigates the geographic
distribution of payday lenders and banks that operate throughout the United States. Statelevel data are used to indicate differences in the regulatory environment across the states.
Given the different constraints on interest rates and other aspects of the payday loan
products, we empirically examine the relationship between the number of payday lender
stores and various demographic and economic characteristics. Our results indicate that
number of stores is positively related to the percentage of African-American population,
the percentage of population that is aged 15 and under and the poverty rate. The number
of stores is also negatively related to income per capita and educational

levels.â€,Abstract: â€œHigh-cost consumer credit has proliferated in the past two
decades, raising regulatory scrutiny. We match administrative data from a payday lender
with nationally representative credit bureau files to examine the choices of payday loan
applicants and assess whether payday loans help or harm borrowers.
We find consumers apply for payday loans when they have limited access to mainstream
credit. In addition, the weakness of payday applicantsâ€™ credit histories is severe and
longstanding. Based on regression discontinuity estimates, we show that the effects of
payday borrowing on credit scores and other measures of financial well-being are close to
zero.
We test the robustness of these null effects to many factors, including features of the local
market structure.â€,Abstract: â€œWe exploit a change in lending laws to estimate the
causal effect of restricting access to payday loans on liquor sales. Leveraging lender- and
liquor store-level data, we find that the changes reduce sales, with the largest decreases at
stores located nearest to lenders. By focusing on states with state-run liquor monopolies,
we account for supply-side variables that are typically unobserved. Our results are the
first to quantify how credit constraints affect spending on liquor, and suggest mechanisms
underlying some loan usage.
These results illustrate that the benefits of lending restrictions extend beyond personal
finance and may be large.â€,Abstract: â€œIn the last few decades, payday lending has
mushroomed in many developed countries. The arguments for and against an industry
which provides small, short-term loans at very high interest rates have also blossomed.
This article presents findings from an Australian study to contribute to the international
policy and practice debate about a sector which orients to those on a low income. At the
heart of this debate lies a conundrum: Borrowing from payday lenders exacerbates
poverty, yet many low-income households rely on these loans. We argue that the key
problem is the restricted framework within which the debate currently
oscillates.â€,Abstract: â€œDoes borrowing at 400% APR do more harm than good?
The U.S. Department of Defense thinks so and successfully lobbied for a 36% APR cap
on loans to servicemen. But existing evidence on how access to high-interest debt affects
borrowers is inconclusive. We estimate effects of payday loan access on enlisted
personnel using exogenous variation in Air Force rules assigning personnel to bases
across the United States, and within-state variation in lending laws over time. Airmen job
performance and retention declines with payday loan access, and severely poor readiness
increases. These effects are strongest among relatively inexperienced and financially
unsophisticated airmen.â€,Abstract: â€œThe annualized interest rate for a payday loan
often exceeds 10 times that of a typical credit card, yet this market grew immensely in the
1990s and 2000s, elevating concerns about the risk payday loans pose to consumers and
whether payday lenders target minority neighborhoods.
This paper employs individual credit record data, and census data on payday lender store
locations, to assess these concerns. Taking advantage of several state law changes since
2006 and, following previous work, within-state-year differences in access arising from

proximity to states that allow payday loans, I find little to no effect of payday loans on
credit scores, new delinquencies, or the likelihood of overdrawing credit lines. The
analysis also indicates that neighborhood racial composition has little influence on
payday lender store locations conditional on income, wealth and demographic
characteristics.â€,Tags: finance, borrowing, loans, poverty, usury, predatory lending,
alternative banking
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