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Credit Is Essential to Much AssetCredit Is Essential to Much Asset--

BuildingBuilding

�� HomesHomes

••Home repairHome repair

�� BusinessesBusinesses

�� Higher educationHigher education

�� CarsCars



Use of Credit Has IncreasedUse of Credit Has Increased

�� Prices of many large items have Prices of many large items have 

outpaced incomes of most Americansoutpaced incomes of most Americans

�� Credit more broadly availableCredit more broadly available

•• Lifting of usury ceilingsLifting of usury ceilings

•• Credit scoringCredit scoring

•• RiskRisk--based pricingbased pricing

•• AssetAsset--backed securitiesbacked securities

•• National competitionNational competition



But Credit Has Also Gotten Harder But Credit Has Also Gotten Harder 

to Use Wellto Use Well

�� ComplexComplex
•• More complex products and providersMore complex products and providers

•• Unbundling of productsUnbundling of products

•• Changing rates and termsChanging rates and terms

•• Move from closed end to open end creditMove from closed end to open end credit

�� UbiquitousUbiquitous
•• Plastic demanded for many standard Plastic demanded for many standard 
transactionstransactions

•• Internet and other remote purchase Internet and other remote purchase 
opportunitiesopportunities

•• Culture and commercials Culture and commercials 



Channels MatterChannels Matter

�� MortgagesMortgages
•• DepositoriesDepositories

�� In or out of assessment areaIn or out of assessment area

•• IndependentsIndependents

•• BrokersBrokers

�� BusinessesBusinesses
•• DepositoriesDepositories

•• Guaranteed loans Guaranteed loans 

•• Credit cardsCredit cards

•• FactorsFactors

�� AutoAuto
•• DepositoriesDepositories

•• Standard dealersStandard dealers

•• Buy here, pay hereBuy here, pay here



The Goal: A Good LoanThe Goal: A Good Loan

�� Transparent: Consumer understands Transparent: Consumer understands 
both advantages and risks of productboth advantages and risks of product

�� FairlyFairly--priced: Priced in a manner priced: Priced in a manner 
consistent with underlying risk and consistent with underlying risk and 
costcost

�� Net benefit: Consistent with longNet benefit: Consistent with long--
and shortand short--term interests of term interests of 
consumer, who has a reasonable consumer, who has a reasonable 
prospect of repayingprospect of repaying



Market Structure and KnowledgeMarket Structure and Knowledge

�� License and regulate mortgage License and regulate mortgage 

brokers brokers 

�� Alter incentives in Community Alter incentives in Community 

Reinvestment Act implementationReinvestment Act implementation

�� Support and enhance governmentSupport and enhance government--

sponsored information gathering, sponsored information gathering, 

research and disseminationresearch and dissemination



ProductsProducts

�� Enhance quality and timing of Enhance quality and timing of 

disclosuresdisclosures

�� Improve availability of Improve availability of ““good loansgood loans””

through regulation of products and through regulation of products and 

practicespractices

�� Leverage participation of Leverage participation of 

governmentgovernment--related entitiesrelated entities



ConsumersConsumers

�� Improve quality, quantity and Improve quality, quantity and 

effectiveness of financial education effectiveness of financial education 

for children and adultsfor children and adults

�� Change the context within which Change the context within which 

credit is purchased to favor assetcredit is purchased to favor asset--

buildingbuilding



ConclusionConclusion

While credit remains an essential partWhile credit remains an essential part

of much asset building, the experienceof much asset building, the experience

needs to be improved for theneeds to be improved for the

consumer, which will also work to theconsumer, which will also work to the

benefit of creditors and society.  Therebenefit of creditors and society.  There

are many policy levers that can help are many policy levers that can help 

make this happen.make this happen.


