
        
 

Key Findings 

 SB 431 makes Michigan’s payday lending problem even worse. The bill would allow 
lenders to make long-term, high-cost loans in addition to the short-term, high-cost loans 
they already make. 
 

 For a $1,500 loan due in 12 months, payday lenders will collect more than double what 
they lend. Less than halfway through the loan term, they will have collected enough in 
payments to cover the original loan amount.   
 

 For a $2,500 loan due in 24 months, the numbers are even worse – payday lenders will 
collect almost 2.5 times as much as they lend in fees alone over the course of two years. 
 

 Lenders will still rely on ability to collect, rather than ability to repay. Lenders will still be 
able to take access to the borrower’s bank account for these high-cost loans, allowing the 
threat of collection to drive the cycle of repeat lending.  
 

 Payday lenders depend on keeping borrowers trapped in long-term debt. SB 431 allows 
the debt trap business model to continue for larger and longer loans.   
  

Examples 

 Example 1:  $1,500, 12-month loan    Example 2:  $2,500, 24-month loan 

 

The above examples are based on the following:  SB 431 will legalize loans up to $2,500 lasting 

up to 2 years, costing up to 180% APR. Lenders can charge a monthly finance loan charge of the 

aggregate of: 15% of the first $500 of the original principal loan amount; 14% of the next $500; 

13% of the 3rd $500; 12% of the 4th $500; and 11% of the final $500. Payments are due in 

roughly equal amounts. Although language in the bill is somewhat unclear, the examples 

assume the finance charge is on the outstanding principal remaining. For a loan with the 

finance charge on the original loan amount, the APR could be as high as 265%.  

Analysis of Michigan’s  
SB 431 

 

Loan Amount $2,500 

Fees $5,844 

Monthly Payment $348 

Total Payback Amount $8,344 

APR 158% 
 

Loan Amount $1,500 

Fees $1,709 

Monthly Payment $267 

Total Payback Amount $3,209 

APR 170% 
 


