
 

 

 

 

Predatory Lending Expansion in SB 430-432 by the Numbers 

The Loans Proposed Under SB 430-432 Carry An Excessive Cost 

 Loans under SB 430-432 will carry rates up to 180% APR. 

 A $1,500 loan due in 12 months will carry a 170% APR, and a borrower will pay back double 

what they borrow. 

 On a $2,500 loan due in 24 months, a borrower will pay back over $8,300. 

SB 430-432 Loans Are So Unsafe That They Cannot Be Made To Active Duty Soldiers 

 In July, 2015, the U.S. Department of Defense finalized new rules providing that payday 

loans, even ones that are structured as long-term installment loans, made to active duty 

military families cannot carry rates over 36% APR, inclusive of all fees and charges
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 Although active duty military families are protected from the harms of these high-cost loans, 

the protection of the 36% rate cap does not apply to loans made to veterans 

High-Cost Loans Hinder Families’ Economic Self-Sufficiency 

 Payday loans increase people’s dependency on food stamps, cause delayed payments on 

medical care and rent, cause an increase in delinquency on child support payments and 

even increase the likelihood of bankruptcy and being bounced out of the banking system.
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 Most payday loans come from borrowers who take out more than 10 loans a year, and 

lenders target people with low incomes.
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 One lender making these longer-term payday loans admits that its business model is based 

on a majority of its loans going bad.
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 SB 430-432 includes the requirement of reporting payments on these high-cost loans to 

credit agencies. Studies have shown that consumers in lower-income areas are 240 percent 

more likely to establish a negative credit history, due to things such as debt collection.
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Because high-cost loan borrowers are often forced into default, this requirement would 

bring additional harm to consumers. 

High-Cost Payday Installment Loans Like SB 430-432 Will Expose Michiganders To Harmful 

Lending Practices, Such As The Debt Trap Of Repeat Lending 

 SB 430-432 will still allow lenders to make loans quickly right after another, meaning 

borrowers will essentially be trapped in a cycle of unaffordable debt. 

 In states which legalize these longer-term payday loans with APR’s between 120 and 200% 

APR, data shows persistent repeat re-borrowing, a tell-tale sign of unaffordability. For 

example, almost 50% of high-cost payday installment loans of about $500 are taken out the 

same day that the previous loan is repaid.
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 As with short-term payday loans, lenders will be allowed to have access to the borrower's 

bank account; this threat of collection drives the cycle of repeat borrowing. 
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