PROTECTT
BORROWERS

September 14, 2026

N.Y.S. Department of Financial Services
Attn: Vivian Connor

One State Street

New York, N.Y. 10004
vivian.connor@dfs.ny.gov

SUBMITTED VIA EMAIL
Ms. Connor:

Thank you for the opportunity to provide comments on the Department of Financial Services’
(the Department) proposed regulations to implement the Buy-Now-Pay-Later Act (the BNPL
Act).” Protect Borrowers (formerly Student Borrower Protection Center) is a team of experts,
lawyers, and advocates fighting to build an economy where debt doesn’t limit opportunity. We
investigate financial abuses, take predatory companies to court, and push for policies to protect
working people from debt traps. We aim to deliver immediate relief to families while building
power and driving systemic change.

Protect Borrowers supports the BNPL Act and the Department’s proposed implementing
regulations. BNPL products are proliferating and evolving quickly across the economy,
capitalizing on the growing financial desperation among working families. We have discussed
this in greater detail in our recent report, a copy of which is appended to this comment: A Loan
in Every Cart: How BNPL Lenders Take Advantage of Americans’ Financial Desperation and the
Case for a BNPL Borrower Bill of Rights.? Especially as BNPL loans are expanding beyond
traditional retail settings and are being used for medical care and housing costs, it is critical that
regulators leverage the full extent of their authority to supervise this market.

In this comment we propose several ways the Department can strengthen its proposed
regulations to effectuate the legislative intent behind the BNPL Act. Our most important
recommendations include: removing a part of the definition of “BNPL loan” that narrows the
application of the regulations to only loans for personal, family, or household use, when no such
limitation appears in the BNPL Act; clarifying the use of “interest” and “finance charge” used
throughout the proposed regulations; proposing additional data points that lenders must submit
to the Department; lowering the fee safe harbor amount from $8 to $5; clarifying lenders’ liability
for merchant misconduct; and strengthening data protections related to third parties. Each of
these proposals and more are discussed in detail below.

"NY Banking L. Art. 14-B.
2 Protect Borrowers, A Loan in Every Cart (JuIy 2026),



mailto:vivian.connor@dfs.ny.gov
https://protectborrowers.org/wp-content/uploads/2026/07/BNPL-Report.pdf

1. Background on BNPL

The BNPL lending market has grown significantly over the last few years as Americans wrestled
with rising costs and an unfettered affordability crisis. In 2025, the industry made nearly $160
billion in originations, up from less than $10 billion just six years prior.®> Nearly half of BNPL
users have turned to the product to finance groceries, a third have to cover rent or other housing
costs, and over a fifth have used it to pay for childcare.*

Millions of Americans are using BNPL loans to make ends meet, but the products raise
significant consumer risks that warrant both the adoption of further regulations and clarification
of existing rules. These include the following:

e BNPL loans are packed to the brim with junk fees that obscure the true cost of
borrowing, including financing fees, late fees, subscription fees, and more, on top
of interest.> Some lenders charge late fees as high as $16.95 per missed payment. As
few as three missed payments at the Department’s proposed $8 late fee on a $100
BNPL loan can cost more than a 200 percent annual percentage rate (APR) loan.® This
is especially alarming since LendingTree data reveals that about half of BNPL users
have paid a late fee in the last year.” This high rate of delinquencies reflects both the fact
that BNPL lenders frequently do not engage in risk-based underwriting, and that their
loans are structurally designed to churn fees, as financing is issued for each individual
transaction and payments are due every two weeks rather than at the end of each
month.

e BNPL lenders have a history of providing shoddy customer service and
continuing to collect on their loans after borrowers return their items or report
receiving defective products or services. Borrowers have reported being trapped in
doom loops when contacting customer service about issues and, even when they
succeed in obtaining refunds, having their funds deposited in alternative financial

3 Nina R. Acree et al., “Buy Now, Pay Later” Beyond “Pay in 4”, A Comprehensive Product Overview,
Board of Governors of the Federal Reserve System Fig. 2(a) (Jun. 5, 2026),
https://www.federalreserve.qov/econres/notes/feds—notes/buv—now—pav—later—bevond—pav—in—4—a—comprehe

“ Protect Borrowers, Poll: 4 in 10 Voters Use BNPL, Including on Essentials Like Groceries and Housing
(July 2026), hitps://protectborrowers.org/resource/buy-now-pay-later-polling-july-2026/.

5n 2025, about 37 percent of BNPL originations were interest-bearing; see Nina R. Acree et al., “Buy
Now, Pay Later” Beyond “Pay in 4”, A Comprehensive Product Overview, Board of Governors of the
Federal Reserve System Fig. 2(a) (June 5, 2026)
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6 Protect Borrowers, A Loan in Every Cart (July 2026),
hitps://protectborrowers.org/wp-content/uploads/2026/07/BNPL -Report.pdf at p. 28, Fig. 12.

" LendingTree, BNPL Tracker: Nearly Half of BNPL Users Have Paid Late in the Past Year, Up for a
Second Straight Year (June 12, 2026),
https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/ (archived at

https://perma.cc/34Q8-3JDM).
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products offered by the lender which may be difficult to access, rather than the original
method of payment.®

e BNPL lenders collect vast amounts of information from borrowers and can use or
sell this information for purposes that are not clearly disclosed or in a manner that
does not allow for withdrawal of consent. Such information can include a borrower’s
location, cursor-tracking data, browser and device information, websites visited, social
media information, and inferred characteristics including their age, gender, hobbies,
shopping behaviors, and more.® It is critical that borrowers have the right to opt out of or
limit these invasive data collection practices.

These practices make it clear that regulators should take action to end deceptive pricing, bring
down the cost of BNPL financing, and ban predatory practices that harm consumers.

2. Specific responses to proposed rule

The BNPL Act provides a strong foundation of consumer protections, and we applaud the
Department’s proposed regulations for maintaining and building upon that foundation. We
believe that the recommendations below would make the regulations stronger and are
consistent with the Legislature’s intent with the Act. Where we have no objection to the
Department’s proposal, we have not included any recommendation or comment.

Section 423.1 - Definitions

Section 423.1(f) - “BNPL loan”

The proposed definition of “BNPL Loan” includes a limitation that makes the definition narrower
than the one provided by statute. This means that fewer lenders and loans will be subject to
DFS oversight. Specifically, the proposed regulation excludes from the definition “credit

extended other than for personal, family, or household use.”"°

Pursuant to the BNPL Act, “BNPL Loans” is defined to exclude only the following:

8 See, e.g., Consumer Financial Protection Bureau, Complaint No. 18984869 (received Jan. 24, 2026),
https://www.consumerfinance.gov/data-research/consumer-complaints/search/detail/18984869;
Consumer Financial Protection Bureau, Complaint No. 1565652852 (received Aug. 27, 2025),
https://www.consumerfinance.gov/data-research/consumer-complaints/search/detail/15552852;
Consumer Financial Protection Bureau, Complaint No. 19056394 (received Jan. 28, 2026),
https://www.consumerfinance.gov/data-research/consumer-complaints/search/detail/19056394;
Consumer Financial Protection Bureau, Complaint No. 18997625 (received Jan. 26, 2026),
https://www.consumerfinance.gov/data-research/consumer-complaints/search/detail/18997625;
Consumer Financial Protection Bureau, Complaint No. 18303593 (received Dec. 26, 2025),
https://www.consumerfinance.gov/data-research/consumer-complaints/search/detail/18303593.
® Protect Borrowers, A Loan in Every Cart 27 (July 2026),
https://protectborrowers.ora/wp-content/uploads/2026/07/BNPL-Report.pdf.

' Proposed Section 423.1(f)(3).
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A "buy-now-pay-later loan" does not include credit where the creditor is the seller of such
goods and/or services, unless it is credit pursuant to an agreement whereby, at a
consumer's request, the creditor purchases a specific good and/or service from a seller
and resells such specific good and/or service to such consumer on closed-end credit."

By contrast, the proposed regulation’s definition excludes the following additional type of credit:
3) Credit extended other than for personal, family, or household use."

Although the BNPL Act does exempt certain extensions of credit—open-ended credit and, in
some instances, credit where the creditor is the seller—the statute on its face applies to BNPL
loans made for any purpose, regardless of whether that purpose is for personal, family, or
household use. The implementing regulation, however, would apply only to credit for personal
family, or household use.

There is no basis in law or policy for this exemption by regulation.

First, DFS cannot second guess the Legislature’s clear intent to cover all closed-end credit
(other than seller-financed credit) in connection with the particular purchase of goods or
services by introducing a narrower definition. The legal definition must govern.

Second, practically, as discussed above, the use of BNPL loans has exploded in recent years,
and these products can foreseeable expand into sectors beyond typical consumer retail. Due to
the increasing misclassification of workers by finance companies, it is probable that in the near
future a BNPL lender would begin offering BNPL loans to, for example, gig workers, whose
status under the law as independent contractors has been used to classify credit extended to
them as commercial financing.™ In this instance, under the proposed regulations, lenders could
argue that these BNPL loans are “credit other than for personal, family, or household use” and
so are excluded from the BNPL Act’s implementing regulations. This would disserve New
Yorkers, and unnecessarily tie DFS’s hands behind its back with respect to an entire
subcategory of lenders.

The fact that the BNPL Act uses the term “consumer” in certain instances does not justify this
proposed definition. Although it is true that the term “consumer” often refers to transactions for
personal, family, or household use, the text of the BNPL Act makes clear that that is not the
case here.

First, the Act defines “consumer” to mean “an individual who is a resident of the state of New
York.”"* The term clarifies that “consumer” essentially means “natural person” and does not

" NY Banking L. § 736(3).

12 Proposed Section 423.1(f)(3).

13 Chris Hicks, What in the Giggle are We Doing?, In Debt (June 25, 2026),
https://indebt.substack.com/p/what-in-the-giggle-are-we-doing.

4 NY Banking L. § 736(2).
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include partnerships, corporations, associations, or any other business organizations, which are
included in the Act’s definition of “person.”’® The definition does not include any reference to
personal, family, or household usage, even though that purpose is often short-handed to
“‘consumer.”

Second, in every instance in which the term “consumer” is used in both the Act and the
proposed regulations, it is synonymous with the term “user.” There is no provision in which the
term refers to something that is inherently for personal, family, or household use.'® Gigworkers,
small business owners, and other BNPL users for non-personal, family, or household uses are
clearly “consumers” of BNPL loans in this context.

Sections 423.1(m) and (n) - “Interest-free BNPL loan” and “Interest-bearing BNPL loan”

The proposed definitions for the two main BNPL loan types, interest-free and interest-bearing
loans, both turn on whether the loans are subject to “interest charges.”'” The proposed
definitions do not include whether these loan types have a finance charge. This is inconsistent
with the BNPL Act, with the proposed regulations themselves, and with the lay meaning of these
terms.

First, the BNPL Act defines these two loans types in terms of both “interest or finance charge”:

(a) “Buy-now-pay-later zero-interest loan” means a buy-now-pay-later loan payable in one or
more installments without an interest or finance charge;

(b) “Buy-now-pay-later installment loan” means a buy-now-pay-later loan with either interest
or finance charges or both[.]'®

The Legislature clearly intended for these loans to be defined in terms of both interest and
finance charges.

Second, the proposed regulations themselves use the term “finance charge” in various sections
to discuss, for example, “the dollar amount the credit will cost [consumers.]"'® To use the term
“interest” in some instances and “finance charge” in others to refer to the cost of credit creates
unnecessary confusion and uncertainty. To the extent the Department intends for one of these
terms to include the other, e.g., all finance charges are included in the calculation of interest, it
should state this clearly and then ensure the more-inclusive term is used consistently
throughout. In our discussion of Proposed Section 423.9, below, we also urge the Department to
provide a clearer definition of interest.

% Id. at § 736(7).

16 Although proposed Section 423.12(a) refers to definitions in Regulation Z, which applies to credit for
personal, family, or household purposes, as discussed below, reliance on those definitions does not
necessitate limiting the BNPL Act’s applicability to only BNPL loans used for personal, family, or
household purposes.

" Proposed Section 423.1(m), (n).

'® NY Banking L. § 736(3)(a)-(b).

'° Proposed Section 423.12(a)(2)(iv)(b)(3).



Section 423.3 - Authorization; category permission for non-exempt organizations

In Proposed Section 423.3(c), the Department provides that “A BNPL license or authorization
shall specify if the BNPL lender has received permission to offer interest-free BNPL loans,
interest-bearing BNPL loans or both.” We suggest that the Department revise this section to
reflect that the BNPL Act allows for three BNPL loan types,?° and revise the proposed section as
follows:

(c) A BNPL license or authorization shall specify if the BNPL lender has received
permission to offer interest-free BNPL loans, interest-bearing BNPL loans, any other
subset of BNPL loans classified by the superintendent as a category of BNPL loans, or a
combination of thereof.

Section 423.6 - Loans, books and records; examinations

We appreciate the Department’s inclusion of information on debt collection in the account
records that BNPL lenders must maintain for each consumer in proposed 423.6(c). As
proposed, however, the requirement includes several terms that are not defined and for which
the term “consumer” could be substituted, which would both clarify the lenders’ requirements
and ensure consistency throughout the regulations. Specifically, the Department should
substitute the term “consumer” for the terms “signer or endorse” and “obligor.”®' Should the
Department keep these additional terms, we encourage it to define them.

Section 423.7 - Reports and financial disclosures

In addition to the annual finance statements and quarterly reports required by this proposed
section, we strongly suggest that the Department require BNPL lenders to submit annual reports
that contain a comprehensive snapshot of the lenders activity during the preceding year. The
Department is explicitly authorized to require annual reports.??

Such annual reports should include the following information about NY consumers for each
reporting yeatr:
1. The total number of BNPL loans issued to NY consumers, broken down by loan type;®
2. The total number of NY consumers to whom the lender made a BNPL loan, broken down
by loan type;
3. The number of NY consumers to whom the lender made more than one BNPL loan;
4. The mean and median number of BNPL loans made by the lender to individual NY
consumers, collectively and broken down by loan type;
5. The mean and median dollar value of BNPL loans made by the lender to NY consumers,
collectively and broken down by loan type;

20 See NY Banking L. § 736(3).

2! Proposed Sections 423.6(c)(4), 423.6(c)(6).

22 NY Banking L. § 743(2).

Z “Loan type” as used here refers to whether the BNPL loan is an interest-free or interest-bearing loan.
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The number of outstanding BNPL loans to NY consumers as of the end of the reporting
year, broken down by loan type;

The dollar value of all outstanding BNPL loans to NY consumers as of the end of the
reporting year, broken down by loan type;

The number of NY consumers who missed a payment on a BNPL loan, broken down by
loan type;

The number of NY consumers who incurred a late payment fee on a BNPL loan, broken
down by loan type;

The dollar value of all late payment fees incurred, broken down by loan type;

The dollar value of all late payment fees collected, broken down by loan type;

The percentage of payment attempts that were unsuccessful/bounced;

The percentage of unsuccessful/bounced payments that were resubmitted, and the
percentage of that number that were unsuccessful/bounced again.

The number of BNPL loans that the BNPL lender has sent to collection, broken down by
loan type;

The number of NY consumers whose account(s) the BNPL has sent to collection, broken
down by loan type;

The number of BNPL loans for which the BNPL lender has commenced a collection
proceeding in court, broken down by loan type;

The number of NY consumers against whom the BNPL has commenced a collection
proceeding in court to collect on a BNPL loan, broken down by loan type;

The number of court judgments related to BNPL loans the BNPL lender obtained against
NY consumers, broken down by loan type;

The dollar value of court judgments related to BNPL loans the BNPL lender obtained
against NY consumers, broken down by loan type;

The number of wage garnishments or bank restraints commenced by the BNPL lender to
collect on court judgments obtained against NY consumers related to BNPL loans;

The number of customer service representatives employed as of the last day of the
reporting year;

The number of customer service requests made by NY consumers, broken down by the
method of request (e.g., telephone, email, chatbot);

The mean and median call wait time for a NY consumer to speak with a customer
service representative (if a NY-specific number cannot be calculated, a national number
may be provided);

The call abandonment rate for NY consumers (if a NY-specific number cannot be
calculated, a national number may be provided);

The number of complaints filed by NY consumers;

The number of complaints filed by NY consumers closed, broken down by the number
closed with any form of corrective action and the number of complaints closed with no
form of corrective action;

The number of account credits issued to NY consumers;

The dollar value of all account credits issued to NY consumers;

A copy of any customer service representative training manuals used in the reporting
year;



30. A copy of any policies and procedures for underwriting BNPL loans used in the reporting
year, as required by N.Y. Banking L. § 746(2); and

31. A copy of the advertising and marketing materials used in the reporting year and
required to be maintained by 3 N.Y.C.R.R. § 423.8(b).

The above information is critical for determining how BNPL lenders are treating New Yorkers,
and whether they are complying with the BNPL Act. If lenders provide this information
proactively on an annual basis, the Department will be able to supervise their conduct in an
efficient and cost-effective manner between periodic examinations.

For these same reasons, we urge the Department to make annual reports public, so that
policymakers, advocates, and New Yorkers can better understand how the BNPL market is

operating within the state.

Section 423.9 - Interest, charges and fees; maximum cumulative amounts

The BNPL Act gives the Superintendent significant authority to protect New Yorkers from being
charged exorbitant interest and fees by BNPL lenders. We urge the Department to take the
steps outlined below to ensure New Yorkers benefit from the full protections available under the
Act.

Section 423.9(a) - Interest-bearing BNPL loans

As discussed above with regards to proposed Section 423.1(m) and (n), we encourage the
Department to provide a clearer framework for what constitutes “interest” and for the maximum
interest permitted under New York law. Currently, in proposed Section 423.9(a), the Department
provides that no BNPL lender may charge interest in excess of the rate permitted by section
5-501 of the New York General Obligations Law, as required by the BNPL Act.?* The proposed
regulations do not, however, properly explain what shall constitute “interest” when determining
whether a loan’s interest rate is in excess of the permitted amount.

Specifically, the proposed regulation provides as follows:
(2) Amounts included as interest. Amounts that are interest under section 4.2(b) of this
Title shall be interest for the purposes of [the BNPL Act] and this Part notwithstanding
any characterization as a fee, charge or otherwise.?

3 N.Y.C.R.R. 4.2(b) provides that the term “interest”:

(b) when applied to any other loan or forbearance, shall mean all amounts paid or
payable, directly or indirectly, by any person, to or for the account of the lender which

2¢ NY Banking L. § 745(1).
% Proposed Section 423.9(a)(2).



would be includible as interest under New York law as it existed prior to the enactment of
chapter 349 of the Laws of 1968].]

This does not provide a clear definition of what constitutes “interest” in the BNPL context. To the
extent that the Department has issued guidance on what was included as interest “under New
York law as it existed prior to the enactment of chapter 349 of the Laws of 1968,” the
Department should articulate that guidance directly in the BNPL regulations or incorporate any
such guidance by explicit reference in the regulations. Although the Department includes two
examples of what constitutes interest, these examples do not clarify the state of New York law
before 1968.%

We recommend that the Department revise its proposed regulations to clarify that any amount
required to be paid by the consumer in excess of the cash price for a good or service shall be
considered interest and shall be used in determining whether a BNPL loan is an interest-free or
interest-bearing loan and in calculating whether the interest is in excess of New York’s usury
cap. We further recommend that the Department add to its list of examples in proposed Section
423.9(a)(3) that “interest” includes anything that would be included in a MAPR calculation under
the federal Military Lending Act (MLA), regardless of whether the BNPL loan at issue would be
considered “consumer credit” or whether the NY consumer would be considered a
“servicemember” under that law, which uses a more comprehensive calculation than the federal
Truth in Lending Act (TILA).?” Specifically, the MLA would include subscription fees as part of its
MAPR calculation, whereas the TILA may not count subscription fees in its APR calculation.?®

As discussed below with respect to proposed Section 423.12(a), we also recommend that the
Department reconcile its varying use of the terms “interest” and “finance charge” and clarify that,
for the purpose of calculating a rate of interest not “in excess of the rate permitted” under New
York law, any finance charge shall be considered interest.

Section 423.9(b) - Limitations on penalty fees

The Department’s proposed fee safe harbor of $8 per violation is too high and is out of sync with
the way consumers use BNPL loans.

First, we suggest the Department adopt a safe harbor of $5. Although in some instances a late
fee may reflect a penalty for a borrower who missed a payment, it can also reflect a reward to a
lender who extended a loan to a borrower that the borrower cannot afford. The Department
should not reward unsafe and unsound lending by presumptively permitting high fees. Given
lenders’ ability to petition for a fee in excess of the safe harbor amount pursuant to Section

% See Proposed Section 423.9(a)(3).

27 See 10 U.S.C. § 987(i); 32 C.F.R. § 232.4(c).

2 For further discussion of the interplay between subscription charges and TILA, see Protect Borrowers &
Towards Justice, Rent Now Pain Later (2026),


https://protectborrowers.org/resource/rent-now-pain-later-report/

423.9(b)(1)(ii), the Department should adopt a lower floor to protect consumers from
unjustifiably high fees. Any lender that feels $5 is too low can seek approval for a higher fee.

Second, the Department should restrict the number of fees that can be imposed to one per
month per borrower, rather than one per violation. For borrowers with multiple BNPL loans or
multiple payment due dates per month, this would permit a single lender to charge multiple fees
for missed payments all in a single month. For a borrower who cannot afford to make one
payment, it is likely they will miss other payments and their circumstances are unlikely to change
in the immediate future, such as within a few days. The proposed regulation should allow for
one fee per month per borrower, regardless of whether the lender has extended multiple loans
to the borrower or whether the borrower has several violations within that time. The Department
should take note that if a BNPL lender’s portfolio has consumers who regularly miss multiple
payments within a single month, that suggests that lender is failing to conduct risk-based
underwriting, as required by the BNPL Act and the Department’s regulations, and is making
loans to consumers who cannot afford to repay them.

Third, the maximum cumulative amount of penalty fee should be reduced. The current proposal
would allow a maximum cumulative penalty equal to the original amount financed.? This would
potentially allow absurd circumstances, such as the imposition of fees in the thousands of
dollars. If a BNPL consumer experiences excessive violations, something has gone wrong. The
BNPL can always sue to collect the debt, but should not be permitted to impose additional fees
in order to increase the balance on a loan that is not performing and will eventually be sent to
collection. The Department should cap the maximum cumulative amount of penalty fees at 15%
of the original amount financed, or $5, whichever is higher.

Although the current proposal mirrors the CFPB’s former credit card late fee rule in some
ways—namely the adoption of a $8 fee®* *—there are sufficient differences between credit cards
and BNPL loans to justify different treatment in certain respects. First, credit card bills cover
multiple purchases, and so a single late fee applies to multiple transactions. With BNPL loans,
each transaction can have its own bill. A consumer who uses a credit card to purchase ten
items and is late on their payment would face only one fee. If the same consumer purchased the
same items with BNPL loans, and was late on the ten bills, they would face ten late fees.
Second, credit card users do not miss payments at the same alarming rate as BNPL users.
According to the Federal Reserve Bank of New York, 12.92% of credit card balances are
currently 90+ days past due.®' By contrast, the rate of BNPL users who miss a payment is

2 Proposed Section 423.09(b)(2)(iii).

% Press Release, CFPB Bans Excessive Credit Card Late Fees, Lowers Typical Fee from $32 to $8,
Consumer Financial Protection Bureau (Mar. 5, 2024),
https://web.archive.orag/web/2024 1127230804 /https:/www.consumerfinance.gov/about-us/newsroom/cfpb-
bans-excessive-credit-card-late-fees-lowers-typical-fee-from-32-to-8/.

3 Donghoon Lee et al., How Distressed Are Consumers? Reconciling Diverging Credit Card Delinquency
Measures, Liberty Street Economics, Federal Reserve Bank of New York (Aug. 11, 2026),
https://libertystreeteconomics.newyorkfed.org/2026/08/how-distressed-are-consumers-reconciling-divergi
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nearly four times as high, at 47%.? The rules governing BNPL missed payments should reflect
the fact that delinquency is a feature, not a bug, for these products, and should not reward
lenders with high fees.

Finally, in proposed Section 423.9(b)(2)(ii), the Department prohibits lenders from charging
multiple fees for violations of the loan agreement based on a single event or transaction. We
applaud this protection. Given that some BNPL lenders currently engage in this practice, we
recommend that the Department include examples of multiple charges that would be prohibited.
For example, the BNPL lender Sezzle includes in a table of its fees both a late payment fee and
a failed payment fee.®® If a BNPL user lacked sufficient funds in their bank account at the time
that Sezzle attempted to withdraw a payment, the payment will fail. This would result in Sezzle
imposing two fees based on a single transaction. Including illustrative examples such as this
would help clarify for industry what practices are prohibited without limiting the provision’s
scope.

Section 423.9(c) - Payments

Although we support the proposed ban on “pay-to-pay” fees, we recommend the Department
revise this provision to also prohibit fees for “expedited” service. It is not clear what constitutes
“expedited” service, and this creates a potential loophole that is ripe for abuse.

Section 423.11 - A hibited

We urge the Department to strengthen its proposed regulation for failed payments. Currently,
the proposal would allow lenders to make two payment attempts via the same payment method
for any one due and payable amount.** Borrowers may have more than one payment method
for their bank account, such as authorizing an ACH and giving debit card information. In this
instance, a BNPL lender could make four payment attempts for a single payment. For a
borrower without sufficient funds, this would result in four insufficient funds or overdraft fees. If
such a borrower had multiple BNPL loans from the same lender, that could result in four
attempts and fees per loan.

We suggest the Department revise the proposed regulation to limit BNPL lenders to two
payment attempts per consumer per month, unless the lender obtains new and specific
authorization to make further attempts from the consumer. This is inspired by the CFPB’s
payday lending rule,® although the protections proposed here are at the borrower level, not the

32 LendingTree, BNPL Tracker: Nearly Half of BNPL Users Have Paid Late in the Past Year, Up for a
Second Straight Year (June 12, 2026),
https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/.

% Licenses, Fees, & Subscriptions, Sezzle, https://legal.sezzle.com/fees/en-us (archived at
https://perma.cc/E24M-7FUX).

% Proposed Section 423.11(b).

% See 12 C.F.R. § 1041.7.
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loan level. Given that BNPL users are more prone to insufficient funds or overdraft fees than
non-users,* heightened protections here are appropriate.

Section 423.12 - Consumer protection

Section 423.12(a) - Disclosures

The Department proposes a detailed series of required pre- and post-transaction disclosures
and periodic statements to consumers. Providing clear and accurate information to consumers
is critical, and we generally agree with the Department’s proposal for accomplishing this. The
following recommendations seek to add further clarity for consumers.

First, where the Department states that “terms used herein that are defined by Regulation Z . . .
shall have the same meaning provided therein[,]”*” we urge the Department to add, “regardless
of whether the BNPL loan at issue herein would be considered ‘consumer credit’ thereunder.”
This is consistent with how the Legislature addressed references to narrower federal laws in
other parts of the BNPL Act.*® As discussed above, the BNPL Act is not limited to loans made
for personal, family, or household use, and the term “consumer” in the Act merely means “an
individual” as distinct from a corporation or association.*® Regulation Z's protections, by contrast,
are focused on consumer credit transactions, defined to mean “credit offered or extended to a
consumer primarily for personal, family, or household purposes.”® To ensure that the reference
to definitions in Regulation Z does not impute a similar focus or limitation on the BNPL
regulations, we urge the Department to include clarifying language similar to what we have
suggested above.

Second, in proposed Section 423.12(a)(2)(iv), Pre-Transaction Disclosures: Content, the
regulation requires disclosure of the “finance charge,” but does not explain how that term and
“interest” relate. Specifically, the Department does not clarify whether a finance charge is
inherently part of interest that is calculated on a BNPL loan or what, if any, difference there is
between a finance charge and interest. We recommend that, rather than relying on the
Regulation Z definition, the Department clarify that the “finance charge” is any amount in excess
of the cash price for a good or service required to be paid to the lender and that the Department

% See Buy Now, Pay Later, Consumer & Community Context, Vol. 7, No. 1, Board of Governors of the
Federal Reserve System N. 14 (Aug. 2026),
https://www.federalreserve.gov/publications/files/consumer-community-context-20260819.pdf (“BNPL
users are more prone to experience an overdraft fee. Overall, 12 percent of adults with a bank account
experienced an overdraft or NSF fee in 2025. Thirty percent of bank account owners who used BNPL
incurred an overdraft fee . . . in 2025 compared to 8 percent of bank account owners who did not use
BNPL.”) (internal citation omitted).

3" Proposed Section 423.12(a).

% See NY Banking L. § 746(5) (discussing applicability of the Truth in Lending Act’s credit card dispute
resolution and unauthorized charges requirements, “regardless of whether such law applies to
buy-now-pay-later loans or whether the buy-now-pay-later lender offers a credit card within the scope of
such law”).

39 NY Banking L. § 736(2).

4012 C.F.R. § 1026.2(a)(12).
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include an explanation of how “finance charge” in this section and the calculation of “interest” in
Section 423.9 relate.

Third, although the Department incorporates in proposed Sections 423.12(a)(2)(iv)(g), Total
Sale Price, the “cash price” of the good or service being paid for by the BNPL loan, it does not
require the BNPL lender to disclose the cash price on its own. As is, a consumer would need to
take the required total sale price disclosure and subtract the amount financed and any other
amounts financed to calculate the cash price. Requiring lenders to explicitly disclose the cash
price is simple, given that they are required to incorporate it into the calculations for their other
disclosures, and would provide consumers with a clearer understanding of the true cost of the
BNPL loan.

Fourth, in proposed Section 423.12(a)(4)(v), Periodic Statements: Content, subsections (d) and
(e) conflate the concepts of interest and finance charges without explaining the relationship
between the two terms. Section 423.12(a)(4)(v)(d) defines “Periodic Rate” as “the rate that may
be used to compute the interest charge expressed as an annual percentage rate and using the
term annual percentage rate for each BNPL loan listed in the period statement.”' However,
immediately thereafter, Section 423.12(a)(4)(v)(e) provides the following:

(e) Balance on which finance charge computed. The portion of the amount on the
balance of each BNPL loan to which a periodic rate was applied and an explanation of
how that balance was determined, using the term balance subject to interest rate.*?

Despite the fact that the term “Periodic Rate” was defined in terms of “interest charge,” here the
Department requires the balance on which a “finance charge” was computed to be disclosed,
but requires that balance to be described as being subject to an “interest rate.” Within these two
provisions, the proposed regulations appear to conflate three terms: interest charge, finance
charge, and interest rate. As a global comment, we urge the Department to clarify the
relationship between interest and finance charges, which we believe will resolve potential
inconsistencies like this. Again, we believe this can be accomplished by clarifying that finance
charges are considered costs that are calculated toward the total interest, which itself should
include any cost that is required and is in excess of the cash price.

Fifth, in proposed Section 423.12(a)(4)(v)(g), the Department would require BNPL lenders to
include on its periodic statements a telephone number and mailing address that consumers can
use to contact the lender in the event of a billing error. However, in proposed Section 423.12(f),
the Department would require BNPL lenders to:

prominently display on all of its mobile applications, website and other consumer
interfaces an electronic mail address through which a consumer may contract the BNPL
lender for customer service issues, including but not limited to potential billing errors....**

“ Proposed Section 423.12(a)(4)(v)(d) (emphasis in original).
42 Proposed Section 423.12(a)(4)(v)(e) (emphasis in original).
3 Proposed Section 423.12(f))(2)(iii).
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We agree that consumers should be able to contact BNPL lenders about potential billing errors,
and other complaints, via email, and so urge the Department to require lenders to include their
email contact information on periodic statements, along with a telephone number and mailing
address. We believe this is consistent with the Department’s intent and that an email address
was omitted in Section 423.12(a)(4)(v)(g) in error.

Section 423.12(b) - Underwriting

We applaud the Legislature and the Department for requiring BNPL lenders to perform
reasonable risk-based underwriting before issuing them a loan. This is a commonsense
consumer protection, which also helps protect the lender’s safety and soundness. We urge the
Department to use the full extent of its supervisory authority to ensure compliance with this
critical requirement. We also urge the Department to pay close attention to criteria considered
by lenders that lenders cannot prove correlate with risk. For example, elsewhere in financial
services, lenders have considered information about where applicants attended college or even
the SAT score of a typical attendee of the same college.** The Department should scrutinize the
specific data points considered in underwriting and ensure that companies are collecting and
analyzing the minimum information necessary to assess risk and ensure that factors do not
result in credit decisioning or pricing that discriminates against applicants from protected
classes.

Section 423.12(c) - Refunds and credits

The proposed regulations require BNPL lenders to “make reasonable efforts” to cause a
merchant to credit the lender within seven business days upon agreeing to refund a consumer.
We urge the Department to make this provision stronger in two ways.

First, the BNPL lender should require any merchant that partners with the lender to comply with
the lender’s refund and credits policies. Although not all BNPL lenders have merchant
partnerships, many do, as evidenced by the prevalence of integrated BNPL payment options
during checkout for online purchases.* If a merchant is not willing to abide by reasonable
refund and credit policies, a New York-licensed BNPL lender should not be permitted to partner
with that merchant.

Second, the Department should make it clearer that BNPL lenders are responsible for merchant
misconduct, including refusals to issue refunds in the event that the merchant fails to deliver the
goods or service that it promised. Specifically, when a BNPL loan is used for personal, family, or
household use, the Federal Trade Commission’s Holder in Due Course Rule applies to that

a4 Protect Borrowers, Educational Redlining (2020),

45 See generally Enrica Mameh How Does Buy Now, Pay Later Work for Merchants'? Checkout com (Apr.
1, 2025), bu
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loan.“® Not only should these loans contain the required language about the preservation of
consumers’ claims and defenses, it is also a misrepresentation for BNPL lenders to represent in
these instances that the lender is not responsible for a merchant’s misconduct.

Section 423.12(d) - Disputes and unauthorized use

In proposed Section 423.12(d)(2)(i), the Department defines a billing error notice, in part, as a
notice from a consumer received by a BNPL lender at the telephone number or addressing
disclosed under proposed Section 423.12(3)(v)(g). As discussed above, to conform with
proposed Section 423.12(f), this should be amended to include notices received by electronic
mail.

In proposed Section 423.12(d)(9), we offer one amendment and one supervisory
recommendation. The regulations would require any BNPL lender that fails to comply with the
regulation’s billing error dispute resolution provisions to forfeit “the amount indicated by the
consumer under paragraph [423.12(d)(2)(iii)], and any finance charges thereon, except that the
amount required to be forfeited may not exceed $50.” First, as discussed above, the proposed
regulations must reconcile and consistently use the terms “finance charge” and “interest.”
Second, although we understand that the Department is required by the BNPL Act, through its
reference to the Truth In Lending Act’s bill error provisions, to adopt $50 as the maximum
amount that a noncompliant lender may forfeit, this is a woefully inadequate penalty.*” The Act
essentially sets $50 as the cost of doing business in New York. This is unacceptable. The
Department must take a firm stance against noncompliance by BNPL lenders. Although the
forfeiture penalty in this provision is backed by law, we recommend the Department can use its
supervisory authority to identify and penalize as necessary and failure by BNPL lenders to
comply with these regulations.

Section 423.12(e) - Data privacy

The BNPL Act provides strong data privacy protections and gives the superintendent a broad
delegation of authority to expand on those protections.*® We applaud the Department’s
proposed data privacy regulations, which specify additional safeguards within the Act’s
legislative intent. The proposed regime by which a BNPL lender must obtain revocable and
informed consent from a consumer before using that consumer’s data for any purpose other
than the making of a specific BNPL loan sets a national standard.

We offer one proposed amendment to this section, which we believe is necessary to accomplish
the Department’s goals. In proposed Section 423.12(e)(5)(iii), the Department provides that a
BNPL lender who receives a withdrawal request from a consumer, or when a consumer’s

4 See 16 CFR § 433.2.

47 See NY Banking L. § 746(5) (requiring BNPL lenders comply with the billing error resolution and dispute
rights provided by 15 USC 1666); 15 USC § 1666(e) (providing that any creditor that fails to comply with
the requirements of that section shall forfeit collection rights of the disputed amount, “except that the
amount required to be forfeited under this subsection may not exceed $50”).

48 NY Banking L. § 746(6).
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affirmative consent expires, must cease use of the covered data and delete the data, and
“cause the deletion by any third party with whom such covered data may have been sold or
shared[.]” This is an appropriate step to require for BNPL lenders, however, in order to facilitate
this requirement, the Department should require BNPL lenders to condition the sale or use of
consumer data by third parties subsequent to the BNPL Act’s effective date on the third party’s
agreement to delete such data upon notice by the lender of the consumer’s revoked or expired
consent. Although the Department may not have direct authority over the third party user or
purchaser of covered consumer data, it can leverage its authority over BNPL lenders in this
manner to protect New York consumers.

Section 423.12(f) - Additional consumer protections

In addition to requiring BNPL lenders to “prominently display” the various methods by which a
consumer can contact customer service, provided by proposed Section 423.12(f)(2), the
Department should include minimum staffing level requirements in its regulations to ensure that
New York consumers’ customer service needs can be met. Customer service in too many
industries is illusory. Understaffed call centers, poor training, and the use of artificial intelligence
chatbots that prevent consumers from reaching a live agent collectively make it practically
impossible for consumers to have their complaints resolved.*

The Department can break this cycle of poor customer service by simply requiring that BNPL
lenders maintain customer service levels and training necessary to meet consumers’ needs.
This standard is neither arbitrary nor does it require companies to hire more staff than is
needed, but makes clear to industry that if, through exams or consumer complaints, the
Department learns that customers are waiting hours on hold or cannot otherwise have their
issues resolved, that would be a violation of the Act’s implementing regulation.

Section 423.13 - Complaints

Complaints are a critical part of the supervision ecosystem, and provide meaningful feedback to
both industry and regulators. Too often, however, complaints are treated as individualized
events that can be resolved and closed. Resolution in these instances may take the form of an
account adjustment or other account-specific action. However, this can result in dozens, or even
hundreds or thousands, of consumers experiencing the same problem without the underlying
cause being addressed.

We urge the Department to include in its proposed regulations that BNPL lenders undertake
root-cause analyses when processing complaints. If done properly, a single complaint can act
as a canary in the coal mine, and its resolution can result in an upstream fix that saves other
consumers from experiencing the same error.

4 See, e.g., Kevin Williams, “I hate customer-service chatbots”: The consumer-Al refund relationship is off
to a rocky start, CNBC (Apr. 1, 2026),
DS: nb ai

16


https://www.cnbc.com/2026/04/01/ai-chatbot-customer-service-complaints-refunds.html

3. Additional recommendations

We recommend that the Department designate and announce a BNPL Ombudsman to educate
New York BNPL users about their rights under the BNPL Act and to oversee complaint and
dispute resolution by BNPL lenders. Having a dedicated point of contact for both the general
public and for industry helps to reduce confusion and increase compliance. Although the BNPL
Act does not create an ombudsman role, the Department does not need statutory authorization
to designate an ombudsman or to require industry to respond to this individual. There is
precedent for this. When the Legislature passed Banking Law Art. 14-A to empower the
Department to regulate student loan servicers, it did not instruct the Department to designate a
student loan ombudsman, however the agency chose to create that role.* It should do the same
here.

4. Conclusion

Thank you again for the opportunity to comment on these proposed regulations. The BNPL
market is booming at exactly the same time as households across the state are struggling to
make ends meet. Many are already borrowing to cover the costs of everyday essentials. Without
strong protections in place, this is a recipe for disaster. The BNPL Act creates a powerful
framework for regulating this industry, and we applaud the Department’s proposal for how to
implement the law. Given that the BNPL Act protections do not take effect until 180 days after
final rules are issued, we urge the Department to proceed quickly with strengthening and
finalizing these regulations.

If you have any questions about this comment or to discuss the proposed rule further, please
contact Winston Berkman-Breen, Legal Director with Protect Borrowers, at
winston@protectborrowers.org.

%0 Press Release, DFS Superintendent Linda A. Lacewell Announces Appointment of Winston
Berkman-Breen as First-Ever Student Advocate and Director of Consumer Advocacy, N.Y. Department of
Financial Services (Sept. 17, 2019),
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A LOAN IN EVERY CART 2026

Executive Summary

In 2026, it’s hard to buy anything without being offered some special financing to cover it. Now a ubiquitous
part of the online (and increasingly also in-person) shopping experience, Buy Now, Pay Later (BNPL) lenders
are touting shiny and oftentimes deceptive offers of zero-interest, fee-free installment loans to millions of
Americans struggling with the rapidly rising costs of groceries, rent, utility bills, takeout, new clothes, medical
care, and more. Leading BNPL lenders currently include Affirm, Klarna, Afterpay, PayPal, Synchrony, Splitit,
Sezzle, and Zip, but more are popping up by the day, largely funded by private equity firms and venture

capitalists looking to cash in on families’ financial desperation.

This report sheds light on what we know about BNPL loan users and why they are driven into using these
products, and provides an original analysis of the loan features, pricing models, risks to borrowers, and market

structure of the eight leading BNPL lenders. Here are our findings:

About BNPL Borrowers

e Americans are turning to BNPL to pay for recurring basic necessities, not just big-ticket purchases.
Nearly half of users (46 percent) have taken out BNPL debt to finance groceries. Between over a third
to almost half of users have taken out BNPL debt for medical or dental care (42 percent), paying down
other debt (40 percent), utility bills (39 percent), gasoline (38 percent), restaurants or meal delivery (38
percent), and rent or other housing costs (33 percent). Over 1 in 5 users (22 percent) have used BNPL to

pay for childcare.

e Nearly half of Americans have taken out a BNPL loan, and nearly half of BNPL users have been late

on a payment in the last year as of 2026.

e The pivot toward BNPL financing reflects broader downward trends in families’ financial stability
amid an escalating affordability crisis and stagnant wages. Americans tend to turn to BNPL when
they have constrained income, low savings, few alternative borrowing options, and pressing cash
needs—often because they are managing several other debt obligations. A majority of BNPL borrowers
have less than $2,000 in savings. Americans with an income between $25,000 to $50,000 use BNPL
more than any other income group. BNPL borrowers are also significantly more likely to have other
unsecured debt, including high-cost payday and predatory debt; on average, BNPL users have an

average unsecured debt balance of over $22,000.
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e Women and Black and Latino/a Americans are overrepresented among those who rely upon BNPL.
Nearly 1in 4 Black women and Latinas have used a BNPL loan. Black and Latino/a Americans are
about twice as likely to use BNPL, compared to other groups. The disproportionate reliance upon BNPL
among women and communities of color likely reflects the ongoing influence of wealth and income

gaps by race and gender.

About BNPL Loans

e BNPL loans are packed to the brim with financing fees, late fees, and other junk fees. Many BNPL
loans feature late fees of $7 to $8 per missed payment, up to an aggregate cap of 25 percent of the
purchase price. Additional fees may be charged for financing, if the user does not set a bank account
as the default method of payment, reschedules an upcoming payment, or has non-sufficient funds or a

bounced payment.

e The BNPL model depends upon junk fee churn. Practically by design, nearly half of BNPL users have
missed a payment and been forced to pay late fees in the last year. The fact that BNPL loans are
issued for individual purchases, have frequent payment due dates (occurring every 2 weeks), and
feature per-payment, per-transaction fees, maximizes opportunities for lenders to extract junk fees
compared to more traditional loans which extend a single lump sum of cash that can be split across

any number of transactions, with less frequent repayment obligations.

e The fees incurred for experiencing income shocks while owing even a modest amount of BNPL debt
can cost more than a 200 annual percentage rate (APR) loan, which far exceeds the cost of revolving
a credit card balance and puts these loans on par with predatory payday debt. Yet, the very borrowers
who are most likely to turn to BNPL debt in the first place are at greater risk of experiencing lapses in
or interruptions to their income—as people tend to increase utilization of or exhaust other forms of

credit, and have lower savings and income, before turning to BNPL loans.

e BNPL lenders have grown their offerings far beyond traditional, “interest-free” pay-in-four products.
Interest-bearing installment loans now account for over 1 in 3 BNPL originations, and that share is
growing over time. Practically all BNPL lenders that offer pay-in-four products also offer installment
loans that carry interest and/or financing fees of up to 36 percent before factoring in junk fees. In
2025, such interest-bearing installment loans accounted for 37 percent of total loan issuance, which

was nearly double the share (16.5 percent) in 2021.

e BNPL lenders offer a wide variety of financial products and payment methods, including virtual and

digital cards, that allow borrowers to take out a loan at practically any merchant, regardless of
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whether it partners with a BNPL lender. Banks, credit card issuers, and other financial technology
(fintech) firms are following their lead, offering embedded financing products for rent, tax filing, medical

bills, and more.

e BNPL companies now offer debit cards, bank accounts, and credit cards, and are even pushing
products through artificial intelligence (Al)-powered chatbots. Some of these products follow existing
conventions, while others push the envelope. For example, some BNPL lenders’ hybrid “debit” cards
allow users to retroactively toggle between paying for purchases with a connected bank account or
a BNPL loan. These products present significant consumer risks, and underscore that BNPL lenders
are racing to make it as easy as possible for Americans to enter debt, for any purchase, across the

economy, while becoming reliant upon the BNPL financial ecosystem.

e The adoption of BNPL financing by merchants ultimately raises costs for everyone, including
Americans who don’t use BNPL. Most BNPL lenders charge a merchant fee of up to 6 percent plus
some fixed amount (usually 30 cents) on every transaction. This is between double to nearly 10 times
the cost of payment processing for debit cards and credit cards. As BNPL uptake increases, merchants

will increasingly pass the costs of these fees onto all customers by raising prices.

Recommendations

Americans deserve robust protections against predatory financial practices, junk fees, data privacy violations,
and other harms posed by BNPL lenders. Congress, state legislatures, and regulators have a responsibility to
deliver these protections to working families who are increasingly turning to BNPL and other high-cost debt to

make ends meet. We therefore recommend the following:

1. Congress should enact a BNPL Borrower Bill of Rights. Policymakers should ensure that any BNPL
Borrower Bill of Rights includes sweeping protections that end deceptive pricing and bring down the
cost of BNPL debt, ban predatory practices that harm consumers, and empower Americans to enforce

their own rights.

2. Congress should compel the Consumer Financial Protection Bureau (CFPB) to do its job. The CFPB
is the only federal financial regulator with direct supervisory authority over non-bank lenders like
BNPL companies and fintech firms, but under the Trump Administration, the CFPB has been gutted and
abandoned its obligation to protect Americans. Congress should compel the CFPB to use its research,
regulation, supervision, and enforcement tools to comprehensively regulate the BNPL industry, and

fully restore its funding to help ensure its success.
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3. States should also enact BNPL Borrower Bill of Rights laws and regulate BNPL lenders the way they
regulate other lenders: through licensure, supervision, and enforcement. States should require BNPL
lenders and their fintech partners to follow a set of standards that protects borrowers from common
abuses, obtain licenses before engaging in BNPL lending to their residents, empower their financial
regulator to regulate the market, and exercise their authority under state law and under the federal
Consumer Financial Protection Act to enforce against lenders that commit unfair, deceptive, and

abusive acts or practices. These laws should be privately enforceable.

4. States should guarantee BNPL borrowers a place to turn for help. States should establish a dedicated
Borrower Advocate office, with the authority to help borrowers struggling with BNPL debt and other
products offered by BNPL lenders. Additionally, Congress could establish a BNPL Borrower Advocate
position at the CFPB.

See the Recommendations section for additional information.
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BNPL Has Skyrocketed Amid a Growing Affordability Crisis

As of 2026, roughly half of American adults have taken out a Buy Now, Pay Later (BNPL) loan.! This is a
significant increase from 2021, when 31 percent of Americans had used BNPL.2 Powered by merchant
partnerships, point-of-sale integrations, and ubiquitous promises of zero percent interest rates, Americans
are increasingly turning to BNPL lenders for financing as they deal with skyrocketing costs on everything from
essential necessities like rent, utilities, groceries, and medical bills, to consumer goods including clothing,

electronics, concert tickets, and more.

From 2019 to 2025, the BNPL market exploded from under $10 billion in originations to over an estimated $156
billion and growing. Over the same period, the cost of rent, groceries, and utilities shot up by 30 to 40 percent

on average (see Figure 1).2

Figure 1: BNPL loans have surged alongside rising costs of living.*
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Families are being forced to cover significantly larger rent, utility, and grocery bills alongside other costs,

but their paychecks are not keeping up. Debt is often the first and only place that working families can turn
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when their budgets are stretched to the breaking point. Unsurprisingly, Americans now owe a record-setting
$5.2 trillion in non-mortgage household debt—more than at any point in history—and are falling behind

on payments faster than anytime since the aftermath of the Great Recession.® On top of this, over half of
American families are financially insecure, with no income left after paying their bills each month.® Over half
of families lack the savings to cover even a $2,000 emergency.” The explosive growth of BNPL loans only
underscores how rapidly costs have outpaced working families’ paychecks and bank accounts, and how

quickly Americans are sinking into debt in order to survive.

Americans are Turning to BNPL to Cover Basic Necessities

A LendingTree survey found that over 1in 4 BNPL users (27 percent) report using the loans “as a bridge to their
next paycheck.”® This is reinforced by consumer surveys showing that an alarming share of Americans who
use BNPL are taking on the debt in order to pay for basic necessities. According to a survey conducted by Data
for Progress and Protect Borrowers in July 2026, nearly half of BNPL users have used the service to pay for
everyday essentials: 46 percent have used BNPL to pay for groceries, 42 percent for medical or dental care,
40 percent to pay down other debt, and 39 percent to pay utility bills (see Figure 2 for additional use findings).
Other consumer surveys have found that the share of Americans who report using BNPL to pay for necessities

has increased significantly year-over-year.’

Figure 2: Americans are turning to BNPL to cover basic necessities (Jul. 2026)."°
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Both BNPL lenders and merchants are capitalizing upon Americans’ financial desperation—including grocery
and retail conglomerates, corporate landlords, tech platforms, and other large corporations that have likely
price-gouged working families in the past." Walmart, Kroger, Instacart, Doordash, Amazon, and Target all have
BNPL partnerships (see Figure 3). Several of these companies have been sued or investigated for price-fixing or
price-gouging, and together they account for 84 percent of the online grocery market.' These companies have
partnered with BNPL lenders to effectively raise costs and pile debt onto working families at the cash register

and the checkout screen.

Figure 3: The largest corporations and alleged price-gougers in the economy are helping push BNPL debt

onto working families at the cash register and the checkout screen.'
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Americans’ increased reliance upon BNPL loans for basic necessities is more than just an alarm bell for the
economy. It’s also a warning that more and more Americans are at risk of paying sky-high BNPL junk fees

for stacked, recurring loans. Borrowers are more likely to take out multiple loans with overlapping repayment
schedules if they are using BNPL to pay for recurring necessities like groceries and gas. Borrowers also often
only turn to BNPL loans if their bank accounts are stretched thin or close to empty.™ Many borrowers are
already in this boat: in 2022, nearly 2 in 3 BNPL users had multiple, stacked loans with overlapping due dates.™
This exposes them to significant financial risks: a single missed paycheck or lapse in funds can lead to a
cascade of late fees across stacked loans. Some BNPL lenders also charge junk fees for any of the measures

borrowers might take to prevent this, such as rescheduling their payment date or changing their payment
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method. These fees, when converted to an APR, can cost borrowers more than a revolving credit card
balance and even some payday loans. See Section 3 for a deeper discussion of BNPL junk fees and consumer

harms.

Who Uses BNPL?

For millions of working families, BNPL loans have become a significant source of household debt and financial
strain. As of 2026, nearly half of Americans have taken out a BNPL loan, and nearly half (47 percent) of BNPL
users have been late on a payment in the last year, according to Lending Tree."” This continues a three-year-
long trend of more and more Americans falling behind on their BNPL debt—34 percent were late at least
once in the prior year in 2024, 41 percent in 2025, and 47 percent in 2026.%® It also mirrors an upward trend

in Americans falling delinquent across all forms of consumer credit, including credit cards, auto loans, and

student loans."

“The Federal Reserve found that over half of BNPL borrowers have less than
$2,000 in savings as of 2023, and low-income Americans are more likely to rely
upon BNPL...”

Americans tend to turn to BNPL when they have constrained income, low savings, few borrowing options,
and pressing cash needs—often because they are managing several other debt obligations. The Federal
Reserve found that over half of BNPL borrowers have less than $2,000 in savings as of 2023, and low-income
Americans are more likely to rely upon BNPL (see Figure 4).2° Research by the Consumer Financial Protection
Bureau (CFPB) found that BNPL users’ credit card utilization rates tend to steadily increase in the year prior

to first taking out a BNPL loan.? The CFPB also found that BNPL users are significantly more likely to carry
open-ended, unsecured debts—including high-cost credit like overdraft loans, payday loans, pawnshop loans,
auto title loans, and revolving credit card debt—compared to Americans who have never used BNPL.?? “Heavy”
BNPL users (who took out more than 12 BNPL loans in a year) were more than twice as likely to have student
loans as those who do not use BNPL, and more likely to have student loans than any other type of debt.% In
2022, BNPL borrowers held a monthly average of $22,163 in unsecured debt (including student loans, credit
card debt, personal loans, retail loans, and other loans).?* As a consequence, BNPL users tend to have lower
credit scores. Nearly 2 in 3 (61 percent of) BNPL originations go to users with subprime credit scores (619 and

below), and nearly half (45 percent) go to those with deep subprime scores (579 and below).?®

I “Nearly 2 in 3 (61 percent of) BNPL originations go to users with subprime credit

scores...”

11



A LOAN IN EVERY CART 2026

Figure 4: BNPL use by household income (2024).%
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Women and Black and Latino/a Americans are overrepresented among those who rely upon BNPL (see Figure
5). Nearly 1 in 4 Black women and Latinas have used a BNPL loan, according to a Federal Reserve survey
conducted in 2023.%7 As of 2024, Black and Latino/a Americans were roughly twice as likely to use BNPL as
other groups.?® These patterns align with broader evidence that BNPL users tend to have more constrained
income, limited savings, and less access to traditional credit. The disproportionate reliance upon BNPL among
women and communities of color likely reflects the ongoing influence of these economic constraints, which are

themselves shaped by persistent income and wealth gaps by race and gender.?
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Figure 5: BNPL borrowers by race and gender (2023).%°
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Note: The last available demographic survey by the Federal Reserve on BNPL use, with racial demographic

results disaggregated by gender, was conducted in 2023.

Additionally, younger Americans and parents are significantly more likely to fall behind on their BNPL debts
than other groups. A 2026 Lending Tree survey found that about 57 percent of Gen Z borrowers were late on

a BNPL payment in the last year, compared to 15 percent of Baby Boomers.?" Parents are also more likely to
have missed a payment by a 3 to 2 margin—61 percent of parents with children under 18 were late in 2026,
compared to 42 percent of adults without children.®2 This supports other research finding that Americans tend
to turn to BNPL when their incomes are constrained and/or they have high expenses—younger Americans tend
to have lower incomes, and the aggregate cost of raising a child has increased to over $300,000 on average

(without factoring in college) given rapid increases in the cost of groceries and childcare.*

The financial precarity of BNPL users reflects the financial precarity that Americans more generally face under
a “K-shaped” economy, where the top 10 percent of earners now account for half of all consumer spending,
while everyone else drowns in rising costs of living, the rising cost of credit, and the worst job market since the

start of the COVID-19 pandemic.®*
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Debt for Everything, Everywhere

BNPL lenders laud themselves for streamlining the typically cumbersome and stressful process of taking on
debt into a sleek, tech-forward experience. Unlike many other types of credit, access to a BNPL loan does not
require looking up a bank, deciphering a loan mailer, or navigating a lengthy application with a hard credit
check. Instead, it's just a few taps away on a candy-colored smartphone app. Borrowers can even apply

for financing after completing a purchase using a BNPL-branded card. Behind the streamlined BNPL user
experience lies a rapidly expanding ecosystem of loan types, payment methods, and surveillance-powered

marketing, designed to make it easy to enter debt for any purchase, anywhere, at any time.

BNPL Loan Types

Most people are familiar with BNPL as the “zero-interest,” pay-in-four loans that Affirm, Klarna, and Afterpay
slip into online checkouts behind an unassuming button. In this setup, the borrower connects a bank account
or debit card to their BNPL account and makes an initial payment of 25 percent of the order price upon
purchase. The lender then pays the merchant in full for the order, and issues a loan to the borrower for the
remaining balance across three payments, typically spaced two weeks apart, for a repayment term of six

weeks total.

However, BNPL companies also offer a wide and growing variety of financing options beyond this model,
including other short-term and longer-term installment loans, “credit split” loans, and credit cards. Installment
loans that are not pay-in-four can carry APRs of up to 36 percent and terms of up to two years (see Figure

6), as well as other onerous fees for late payments, payment rescheduling, changing the method of payment,
and so forth. The fact that BNPL companies provide these loans alongside pay-in-four products indicates that
they are already obligated to follow the Truth In Lending Act (TILA) and other consumer protection laws that
unambiguously apply to longer-term installment loans, but which some have argued do not apply to pay-in-four

loans.%®

I “Installment loans that are not pay-in-four can carry APRs of up to 36 percent

and terms of up to two years...”

Moreover, a large chunk of the BNPL market consists of these longer-term loans, and BNPL lenders’ portfolios

have increasingly pivoted toward interest-bearing loans over time. In 2026, interest-bearing installment loans

14



A LOAN IN EVERY CART 2026

accounted for over 37 percent of annual BNPL loan issuance, which is nearly double the share (16.5 percent) in
2021.% As of 2024, over 1 in 4 BNPL borrowers (28 percent) had taken out a longer-term installment loan with

payment terms consisting of five or more payments.¥’

Lenders generate substantial revenue from these other installment loans. In 2025, interest-bearing installment
loans accounted for 71 percent of Affirm’s, 44 percent of Afterpay’s, 19 percent of Zip’s, and 10 percent of
Klarna's total loan issuance.® Interest-bearing installment loans may be the only products offered to certain
borrowers for larger transactions.®” Additionally, some users may opt for interest-bearing loans to access
lower monthly payments, as BNPL lenders often present interest-free and interest-bearing loans to users side-
by-side (see Figure 6 for examples). Once borrowers have taken out one BNPL loan and already downloaded

a lender’s app, they are more likely to turn to the same lender for future financing, and more susceptible to

targeted advertising for interest-bearing loans.

Figure 6: Many BNPL loans are NOT interest-free (emphasis added).*
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A third category of financial products offered by some BNPL lenders are “credit split” loans, which leverage
borrowers’ existing credit cards and credit limits to underwrite and minimize risk to the lender. These products
allow borrowers to split one transaction into multiple staggered charges to a separately issued credit card,
while placing a temporary hold for the full remaining loan balance. When a borrower makes a monthly
payment toward their loan, the previous temporary hold falls off and a new one is placed for the remaining

loan balance. A lender that provides this service, Splitit, argues that it allows borrowers to keep earning
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credit card rewards and does not require additional cumbersome underwriting.#' The catch, of course, is that
if a borrower uses up enough of their credit limit that Splitit can no longer retain an authorized pending hold
for the remaining balance, Splitit charges the full remaining balance to the borrower’s card, recouping their
lending costs. Meanwhile, the borrower is subjected to any potential over-limit fees, late fees, interest, and
other financial consequences imposed by their card issuer, which could include the issuer adding the full over-

limit amount to their next upcoming minimum payment.*

Finally, at least one major BNPL lender, Klarna, is also a credit card issuer. The Klarna credit card allows
transactions to be paid off at the end of the month (without accruing interest during the month, similar to

a typical credit card), or to be converted into pay-in-four or longer-term installment loans. However, users
who opt for pay-in-four or installment loans in connection with a purchase made on a Klarna credit card may
face worse terms than if they applied directly for a Klarna BNPL loan. Klarna discloses that for credit card
purchases, “a 28.99% APR applies to all moved or split transactions.”** A previous version of Klarna’s credit
card webpage available in April 2026 disclosed that credit card transactions converted to pay-in-four loans
would be interest free, but as of June 2026 that provision has been removed.* Pay-in-four loans issued in
connection with the Klarna credit card carry an origination fee of $1.29 to $5.99 depending on the amount

of the loan, whereas no such fees are widely disclosed for a typical Klarna pay-in-four loan.*® Klarna also

discloses an APR of up to 35.99 percent for installment loans issued through its credit card.*

“... users who opt for pay-in-four or installment loans in connection with a
purchase made on a Klarna credit card may face worse terms than if they

applied directly for a Klarna BNPL loan.”

Debt by Convenience

BNPL lenders offer a growing variety of payment methods for their products, including both virtual and
physical cards, and can essentially mirror the consumer experience of using a credit card or more traditional
payment product. Certain payment methods, such as online checkout buttons or in-store quick response

(QR) codes, have typically required BNPL lenders to partner with specific merchants who pay them with the
expectation that their loan offers will increase sales. However, the prevalence of BNPL virtual cards, physical
cards, digital wallet integrations, and countless other payment methods mean that users can take out a loan

for practically any kind of purchase, even at merchants without BNPL partnerships (see Figure 7).
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Figure 7: BNPL lenders offer a variety of loan products and an even broader variety of pathways into debt.
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Payment and shopping mechanisms offered at BNPL lenders in our study include but are not limited to:

e Checkout buttons: Many BNPL lenders partner with specific merchants to offer their loans to
customers in online checkout pages.*” These buttons typically open new webpages or portals that
allow users to set up an online account with the lender, provide their personal information for an
underwriting decision, and calculate their anticipated payments. Borrowers connect a bank account or
debit card to their BNPL account to make the payments. Many larger merchants partner with multiple

or all leading BNPL lenders to maximize their reach among users.

e Virtual cards: Affirm and Klarna users can apply for a specific loan amount for a transaction, and then
receive a “one-time card” consisting of an automatically generated card number, expiration date,
and CVV. These cards can be accepted by any merchant on the Visa network.*® The free version of
Klarna’s hybrid “debit” card (see below) is a virtual card.* Afterpay offers a multi-use virtual card that
can be added to digital wallets, which allows users to charge transactions up to a specified “available

to spend” amount.®

e “Debit” cards: Affirm and Klarna both offer physical, hybrid “debit” cards that are linked to a user’s
bank account (or, in Klarna’s case, a “Klarna balance” account). These cards can toggle between a
“pay-in-full” mode which draws directly from their linked account, and a credit mode which issues

a pay-in-four or longer-term, interest-bearing installment loan for transactions depending on what
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the user selects in the connected app.®' The cards also allow these selections to be made after the
user makes a purchase. Affirm specifically allows users to retroactively opt into a loan payment plan
for purchases over $50, up to 24 hours after swiping the card.®? Klarna’s debit card allows users to
retroactively switch from “debit to Pay later, or from Pay later back to debit” within “12 hours from the

time of the transaction.”s3

Klarna’s debit cards come in four tiers, some of which mirror the cash back, airline mile and hotel
redemption, travel insurance, and paired subscription perks of major credit cards, with effective
annual fees of between $59.88 to $539.88 (which it brands as a monthly “subscription fee”).* To
incentivize card use and deposits, the debit cards offer “interest” on a user’s “Klarna balance” (of 2.3
to 3.28 percent APY as of writing), “cash back” on purchases (of 0.5 to 2 percent), 30 days of price drop
protection, airport lounge access, and built-in subscriptions to The New York Times, ClassPass, The
New Yorker, Vogue, Vanity Fair, and more, depending on the tier of the card.®® However, in the terms

of service, Klarna states: “We may close or suspend your Kb [Klarna balance] account and/or Klarna

Card at any time and for any reason at our sole discretion.”%

“We may close or suspend your Kb [Klarna balance| account and/or Klarna Card

at any time and for any reason at our sole discretion.”

Digital wallets: Many BNPL lenders’ Visa-based virtual and physical cards can be added to digital
wallets like Apple Pay, Google Pay, and Samsung Pay. PayPal, the only BNPL lender that also operates a
quasi-digital wallet service, offers BNPL loans to its users as a specific method of payment that is listed
in its app alongside other payment methods like virtual cash balances or bank accounts.’” Samsung
Wallet partners with Splitit to show users a “pay in installments” button under added credit cards,
which initiates a credit split loan plan with Splitit.®® Samsung and Splitit now advertise this payment

option in grocery store checkout aisles.?’

Browser extensions: Klarna offers a browser extension that purports to find and apply coupons at
checkout and earn users up to 10 percent cash back on their purchases, in addition to allowing users
to select Klarna as a payment method.®® Affirm also offers a browser extension that streamlines

the checkout process, albeit without a cash back incentive.® Both lenders use the additional data
collection capabilities of browser extensions to surveil users and gather information including the

domains of the websites they visit.®

In-store QR and bar codes: Affirm and Klarna allow merchants to place dynamic or static QR codes

in their physical stores and checkout terminals, which link to a merchant-specific lender webpage
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to initiate a borrower login or loan application.®® As early as 2019, Affirm and Walmart partnered to
create an integrated barcode system that customers can wave at a checkout scanner as a method of

payment.®*

e Lender websites and apps: Many BNPL lenders run shopping sites of their own, listing partnered
merchants where users can take out loans to make purchases. Some merchants integrate their digital
inventories so that users can shop at the merchant in the lender’s app. For example, Klarna users can
shop at Amazon, Walmart, Target, Temu, Apple, and more in the Klarna app (though they can also use
Klarna at the checkouts of these merchants).¢> Merchants typically pay merchant and referral/affiliate

fees to lenders for this service.®

e Artificial intelligence (Al)-chatbot integrations: Some BNPL lenders now work with providers of
Al-powered chatbots to integrate their product inventories and financing options directly into
conversations. These integrations can allow users to send a message to the chatbot describing what
they are interested in, and browse products sold by BNPL-partnered merchants before being directed
to the merchant to complete the purchase.®” As of the time of writing, both Affirm and Klarna have
partnerships with OpenAl (ChatGPT) and Google (Gemini).®® PayPal has partnerships with OpenAl
(ChatGPT), Google (Gemini), and Perplexity.®’

This is part of a broader shift across the financial services industry to further integrate Al across
commerce: as Al chatbots increasingly displace traditional search engines—or get forcibly integrated
into them—retailers are racing to place their products in front of potential customers using these
tools. This creates significant risks given the privacy concerns chatbots already raise. Millions of
Americans disclose deeply personal and sensitive information to these tools, using them to search the
web, seek advice, and talk through topics ranging from comparison-shopping to mental health advice.”
Embedding financing options into this interface both invites users to disclose their financial information
to the chatbot, and could allow chatbots to link users’ financial information to a treasure trove of
personal data collected across conversations, which could then be used to induce the user to take on
debt—or could be accessed, sold, or used in other ways that are not transparent.”’ On top of this, Al
chatbots are known to “hallucinate” or generate false information, misconstrue information, and make
mistakes.”? This can mislead borrowers into taking out debt with interest rates, fees, or other terms

that were misstated or misrepresented to them.

Beyond this wide variety of payment methods, BNPL lenders are also offering monetary incentives for
borrowers to use their services. For example, Instacart offers customers “$25 off your first order” if they use

Klarna to pay for their purchase, and the clothing retailer Uniglo offers “$15 off $150+ when you pay later
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with Klarna.””® Similar discounts are available at many other merchants. These incentives, the countless ways
one can pay with BNPL, and rapidly proliferating partnerships with both online and brick-and-mortar retailers,
underscore that BNPL lenders appear to be racing to make it as easy as possible to enter debt, for any
purchase, across the economy. Judging by their explosive growth over the last half-decade, that strategy is

working.

Major banks, traditional lenders, and other financial technology (fintech) companies are now following the
BNPL lead (see Figure 8). Almost every major credit card company now offers retroactive pay-in-four or “pay
over time” services that split large transactions into multiple smaller payments. These include JPMorgan
Chase (Chase Pay Over Time), Citibank (Citi Flex Pay), American Express (Pay It/Plan It and Pay Over Time),
Capital One (Pay Over Time), Wells Fargo (Flex Loan), and U.S. Bank (ExtendPay).”* Some card issuers waive
interest on the balance of a transaction-specific installment loan so long as appropriate monthly payments are

still made on the rest of the credit card bill, while others charge interest.”

Other fintechs now offer specific loan products that are integrated into their own checkouts, advertised as a
means of paying off other bills and loans, or stretch borrowers’ existing credit limits (see Figure 8). In 2025,
TurboTax, a leading tax preparation company, successfully lobbied the Trump Administration to end the IRS
Direct File program, a ground-breaking service which would have allowed Americans to file their federal tax
returns for free.” Later that same year, TurboTax launched a high-cost “File Now, Pay Later” loan available to
customers with a tax obligation between $200 to $6,000, with variable APRs between 15 to 33 percent.”” Flex
and Livble, both venture capital (VC)-affiliated fintechs, partner with landlords to offer two-part installment
loans for monthly rent bills, in exchange for financing charges that cost about as much as a 130 to 180 percent
APR loan.”® Deferit, another VC-backed fintech, allows users to pay bills for utilities, insurance, student loans,
healthcare, and more through a pay-in-four loan.”” And yet another VC-backed fintech, Kasheesh, allows users
to make a transaction with a Kasheesh-branded digital or multi-use card and split the cost across multiple
credit cards on the backend—effectively letting users pool separate credit limits—for a financing fee of 2

percent of the transaction.®
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Figure 8: Banks and fintechs are racing to emulate the BNPL model.®’
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BNPL lenders are capitalizing upon shortages of both financial resources and time among working families

to push seemingly low-cost micro-loans onto borrowers in the middle of deciding whether they can afford
groceries that feed everyone in the house, fixing a broken muffler, or filling a cavity instead of letting it degrade.
But the loans do not come without costs. Many BNPL products are riddled with late fees, junk fees, and hidden
interest charges, while the broader costs borne by merchants who partner with BNPL lenders are ultimately

passed onto all Americans.
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BNPL is Expensive and Raises Costs for Everyone

BNPL lenders have two primary revenue sources (see Figure 9). First, they charge financing fees, interest,
late fees, and junk fees like “subscription” fees, payment rescheduling fees, “late saver fees,” and more

to borrowers. Some lenders, such as Sezzle and Klarna, may reserve certain “cash back” perks and more
favorable loan terms only for borrowers who make recurring “subscription” payments.t? Since pay-in-four
loans have payments due every two weeks and a very short repayment term of just six weeks, late fees and
other junk fees that cascade from a single lapse in funds can cost about as much as high-APR products like
carrying a credit card balance or taking out a payday loan. This is significantly more likely to occur when
borrowers take out multiple BNPL loans with overlapping repayment schedules, which is in turn more likely

when borrowers use BNPL to finance recurring purchases of everyday essentials.

Second, lenders charge hefty fees to merchants.®® Merchants who have a BNPL integration on their checkout
page, or have their storefront listed in BNPL lenders’ apps and webpages, pay “merchant discount” fees on
each transaction where a customer uses BNPL. For merchant purchases originated on a BNPL app or website,
the merchant may also pay “referral,” “affiliate,” or “lead generation” fees to the lender. The fees charged by
BNPL lenders for specific merchant partnerships are two to three times the cost of accepting credit cards,
and can be nearly 10 times the cost of accepting debit cards.®* Merchants pay these fees in exchange for
increased sales and full, upfront purchase payments from the lender. However, BNPL lenders also generate
revenue from merchants who do not enter such partnerships but accept payment methods like one-time and
virtual Visa cards and/or BNPL-issued debit or credit cards. Lenders take a cut of the interchange fees paid by
such merchants (though they also split the total fee revenue with the issuer processor, payment network, and
partnered issuing bank).2° These costs to merchants are ultimately passed onto all Americans, whether or not

they use BNPL, in the form of increased prices.

“The fees charged by BNPL lenders for specific merchant partnerships are two
to three times the cost of accepting credit cards, and can be nearly 10 times the

cost of accepting debit cards.”
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Figure 9: The BNPL ecosystem.
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“Free” Means Fees

BNPL lenders generally claim to charge zero percent interest on their pay-in-four loans. Structurally, these
products allow the borrower to split one purchase (which must be above some minimum threshold amount,
usually at least $30) across four equally sized payments. The first payment is due upon loan origination or at
checkout, while the remaining three payments are paid every two weeks, across a term of six weeks. While
these pay-in-four loans are widely advertised as “interest-free,” BNPL lenders routinely obscure or bury the

actual costs that borrowers would pay in the fine print.

Some BNPL lenders routinely charge late fees of $7 to $8, with an aggregate cap of up to 25 percent of the
total transaction (see Figure 10). One lender, Sezzle, charges late fees of up to $16.95 per missed payment,
with the aforementioned 25 percent cap.® Borrowers who experience a lapse in funds or anticipate being late
on a payment, and proactively try to reschedule an upcoming due date or change their payment method, can

also be slapped with junk fees at lenders like Sezzle and Zip.?”
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Figure 10: Fee disclosures for pay-in-four loans.%®
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Up to $16.95 or a
maximum of 25 percent
of order value for all late
payments

Synchrony N/A
$7 per late payment, or
amount set forth in TILA
disclosure if operating in a
state with a lower limit

Down payment may apply;
would be disclosed prior
to payment

N/A

Up to $1.29 to $5.99
origination fee depending
on amount and type of
loan at time of application,
and if loan was issued via
Klarna credit card

N/A

Up to $7.49 pre-paid
finance charge or service
fee

N/A

Up to $124 depending on
merchant, order total, and
method of transaction

2026

DISCLOSED FINANCING ADDITIONAL
DISCLOSED LATE FEES OR ORIGINATION COSTS DISCLOSED FEES

N/A

N/A

N/A

S0 application fee, SO
non-sufficient funds fee
by PayPal, SO prepayment
penalty

$1.99 late saver fee (if a
bank account is not set
as the default method of
payment and a one-time
payment is not made by
the due date), up to $7.50
payment rescheduling fee
(to reschedule payment
for up to two weeks later),
up to $6.95 or 25 percent
of order value failed
payment fee (charged
when payment is returned
for insufficient funds)

Single missed payment
may lead to default

$2 payment rescheduling
after first free payment
reschedule

N
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The two leading lenders that do not charge late fees, PayPal and Affirm, have key distinctions that set them
apart from other BNPL companies. PayPal is a longstanding digital payment processor that generates billions
of dollars annually through transaction fees, separate from its BNPL business.®” On top of this, PayPal has

the highest minimum interest rate on longer-term installment loans out of all BNPL lenders observed, of

9.99 percent (as opposed to zero), which may offset revenue lost from forgoing late fees.?® Meanwhile, Affirm
heavily relies upon interest-bearing installment loans to generate much of its revenue, which also reduces its
dependence upon late fees. In 2024, nearly three-quarters of Affirm’s loans (by gross merchandise value) were

interest-bearing and over half the company’s revenue came from interest.”

As previously noted, every lender of a pay-in-four loan that we observed in our study also offers longer-term,
interest-bearing installment loans (see Figure 11), and interest-bearing loans now account for over a third of
annual loan originations.? Generally, installment loans carry the same junk fees as pay-in-four loans, plus a

possible interest rate that runs right up against the Military Lending Act (MLA) cap on loan costs of 36 percent.

Figure 11: Interest rates and fee disclosures for installment loans.?

DISCLOSED DISCLOSED
LENDER INTEREST bl ierds FINANCING OR colbiliebL

RATE RANGE LATE FEES ORIGINATION COsTS |  DI°CHOSED FEES

Down payment may
0 percent to 36 50 alapply; woul-d be N/A
percent disclosed prior to

payment

Affirm

$8 per single late
payment, up to a
0 percent to maximum of 25
Aft N/A N/A
erpay 35.99 percent percent of order / /
value for all late

payments

$7 per single late
payment, up to a
0 percent to maximum of 25
35.99 percent percent of order
value for all late
payments

N/A N/A

S0 application fee, SO
9.99 percent to non-sufficient funds
PayPal 0 N/A
ayra 35.99 percent 3 / fee by PayPal, SO
prepayment penalty

N
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DISCLOSED
INTEREST
RATE RANGE

LENDER

0 percent to
34.99 percent

0 percent to
35.99 percent
depending on

merchant

Splitit

Synchrony

0 percent to
34.99 percent

Not disclosed

DISCLOSED
LATE FEES

Up to $16.95 or
a maximum of 25
percent of order
value for all late
payments

N/A

$25 or amount of
scheduled payment,
whichever is less

S7 per late payment,
or amount set forth
in TILA disclosure if
operating in a state

with a lower limit

DISCLOSED
FINANCING OR
ORIGINATION COSTS

Up to $7.49 pre-paid
finance charge or
service fee

N/A

N/A

S0 to $124 depending
on payment plan and
loan amount

2026

ADDITIONAL
DISCLOSED FEES

$1.99 late saver fee
(if a bank account is
not set as the default
method of payment
and a one-time
payment is not made
by the due date), up
to $7.50 payment
rescheduling fee (to
reschedule payment
for up to two weeks
later), up to $6.95 or
25 percent of order
value failed payment
fee (charged when
payment is returned
for insufficient funds)

N/A

Single missed
payment may lead to
default

$2 payment
rescheduling after
first free payment

reschedule

The MLA specifically caps the maximum costs that can be charged to military servicemembers at a “military

annual percentage rate” (MAPR) of 36 percent.” The MAPR is a highly accurate calculation of loan costs that

requires total interest, fees, credit insurance charges, and other add-on charges to be expressed as a single

percentage of the loan principal—in contrast to the Truth In Lending Act (TILA) APR, which does not require the

inclusion of mandatory fees.?”® The 36 percent MLA cap often operates like a nationwide usury cap because

lenders seeking to charge financing rates above this must individually check if each borrower is a military

servicemember, and be liable for any violations.? This means that BNPL lenders’ installment loan interest rates
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overlap with the interest rate ranges of many other, more conventional credit products including credit cards

and personal loans.

BNPL lenders collect and leverage vast quantities of user data, which can include a borrower’s location,
cursor-tracking data, browser and device information, internet or mobile service provider, websites visited,
social media information, spending patterns, income, payment history, and inferred characteristics that may
include borrowers’ age, gender, hobbies, shopping behaviors, and more.”” Customers give BNPL lenders
permission to use this information to underwrite, price, and set interest rates for loans, as well as for other
purposes, and such consent is often required in order to use the service.” BNPL borrowers deserve robust
protections that minimize the collection of excessive personal information and safely stewards the data that
must be collected for loan underwriting. BNPL users’ surrender of this data constitutes yet another cost

of using the service, as lenders can then leverage, share, and/or sell such information to deliver targeted

advertising to users and further maximize profits.

“BNPL lenders collect and leverage vast quantities of user data, which can
include a borrower’s location, cursor-tracking data, browser and device
information, internet or mobile service provider, websites visited, social
media information, spending patterns, income, payment history, and inferred
characteristics that may include borrowers’ age, gender, hobbies, shopping

behaviors, and more.”

Late Fees as APRs

The BNPL business model depends upon churning late fees. Nearly half of BNPL users have been late on a
payment in the last year.”” This is practically by design. Pay-in-four loans, in particular, compress repayment
into a short horizon—typically three installments over six weeks—rather than the single monthly payment
associated with credit cards, personal loans, and more traditional types of credit. Every payment due date
creates an opportunity to assess late fees, allowing even small loan principals to generate enormous profits
(as a percentage) for lenders. These opportunities only multiply when borrowers stack loans, which the BNPL
model inherently encourages by issuing a loan for every transaction a borrower makes—unlike personal
loans or other financing products that extend a lump sum of cash the borrower can then distribute across any

number of purchases.

When late fees are calculated as effective APRs, the costs pile up quickly. In many cases, BNPL late fees can
cost about as much as a payday loan. Consider Afterpay’s model, which charges a late fee of $8 per missed

payment, up to an aggregate cap of 25 percent of the original order value (see Figure 12). Depending on the
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size of the loan and number of missed payments, a borrower could pay an APR of between 23.2 percent—
which is on par with carrying high-cost credit card debt—to over 217 percent—which is practically a payday

loan.

Figure 12: Late fees as effective APRs: pay-in-four, $8 per missed payment, up to a 25% aggregate cap,

various principals.’®

NUMBER OF LATE FEES AS
LOAN AMOUNT LATE PAYMENTS TOTAL LATE FEES EFFECTIVE APR
$50 1

$8.00 139.0%
$50 2 $12.50 217.3%
$50 3 $12.50 217.3%
$100 1 $8.00 69.5%
$100 2 $16.00 139.0%
$100 3 $24.00 208.6%
$200 1 $8.00 34.8%
$200 2 $16.00 69.5%
$200 3 $24.00 104.3%
$300 1 $8.00 23.2%
$300 2 $16.00 46.3%
$300 3 $24.00 69.5%

The consequences can be particularly dire when a borrower is forced to stack loans because they are relying
upon BNPL for recurring basic necessities, like groceries and gas. This describes an increasing share of
Americans who are being squeezed by high prices, stagnant wages, and shrinking savings, and turning to BNPL
loans to make ends meet. In 2022, nearly 2 in 3 BNPL users had multiple, stacked loans with overlapping due
dates.’® This means that a significant majority of BNPL borrowers are at risk of being charged multiple late

fees for a single lapse in funds.

As an example, consider Kate: a hypothetical BNPL borrower who lives between paychecks from her job as a
cashier, is a single parent to a young child, is among the two-thirds of BNPL users who stack BNPL loans and
the nearly half of users who use BNPL to cover grocery costs, and experiences income shocks that many low-
income Americans often face.'®> Suppose that she takes out $100 each week to help cover part of her grocery
bill, from a BNPL lender that charges a late fee of $8 per payment, up to a maximum of 25 percent of the

original purchase value (see Figure 13).
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Figure 13: Example late fees for stacked BNPL grocery loans, with income shocks.%

$16 to $24 in late
fees on $100 loans

Paycheck 1 Emergency 4 Addt'l i
delayed room visit . med. costs

| $8 Late Fee
$25 Paid '$25 Paid Late

$25 Paid

139% to
209% APR

B[s25paid |

Paycheck Get other
received loan

During her first weekend grocery trip of the month, Kate pays $25 at the checkout (to cover the first of four

equal payments totaling $100). The following weekend, she takes out a second BNPL loan for $100, making the
same $25 initial payment at checkout plus the second payment on her first loan, totaling $50. However, before
her next shopping trip the following week (week 3 in Figure 13), her paycheck is delayed, preventing her from
buying groceries and making her late on her first loan. Her account is hit with a late fee of $8, and her lender
suspends her account and her ability to take out new loans. When her paycheck does finally arrive, she pays
off the late fee and missed payment (totaling $33), calls her BNPL lender to explain the situation, and has her
account access restored. She does some more shopping after work during the week and takes out a third $100
BNPL loan for groceries. The following weekend (week 4 in Figure 13), with her pay schedule back on-track, she

takes out a fourth $100 BNPL loan for groceries.

Kate's total BNPL balance hits $400, but with the additional money she was able to set aside from stretching
her wallet using BNPL loans with “zero interest,” she plans to pay for the next month’s groceries without any
loans. However, the loans she has already taken out each carry a six-week term, with payments due every
two weeks, which linger well into and past the following month. A few days later (at the start of week 5), her
child sprains their ankle and needs to go to the emergency room, where the bill wipes out the rest of Kate's

paycheck because she can only afford a high-deductible health plan. Kate is then late on payments for all four
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BNPL loans and owes $32 in extra late fees. The following pay period (start of week 7), her entire paycheck
goes to paying off medical costs for her child, making her late again on three of her four loans after having
already been late on the final payment of her first loan. She now owes an additional $32 in late fees, has lost
access to her BNPL lender for future grocery expenses, and needs to dip further into her savings or consider
other options such as taking on credit card debt or a payday loan. If she does get a loan from another lender
to pay off her outstanding BNPL balances and get back on track for her last two payments, she will have paid a

total of $72 in late fees.

While the BNPL products Kate used are marketed and often understood to be “interest-free,” the costs of
financing her purchases, on BNPL with income shocks, approach that of using high-APR personal loans and
even some payday loans. And Kate was not even using one of the most expensive or highest-late-fee lenders.
In this scenario, Kate paid between $16 to $24 in late fees on loans for $100 each across terms of six weeks,
which is compliant with a lender policy of capping total late fees at 25 percent of the transaction value. This
costs as much as taking out loans with APRs of approximately 139 or 209 percent, respectively. These
effective APRs are six to nearly 10 times the average credit card interest rate (which stood at 21 percent in
the first quarter of 2026) and even approach the rates charged by some payday lenders. It’s worth noting
that the above late fee APR projections are only modeled for pay-in-four loans with zero interest. Borrowers of
interest-bearing installment loans may only have due dates once a month, but could face even higher net costs

after accounting for interest.

Kate's scenario, while hypothetical, is not far off from the stories of real BNPL borrowers. In 2022, one
consumer, Josh Roberts, reportedly turned to Klarna to pay for groceries while struggling with a low-paying
job during the pandemic and shouldering $11,000 of student loan debt and $2,000 in unpaid medical bills. He
eventually owed more than $1,000 to Klarna, of which an estimated $100 were late fees.'®® One Reddit user
reported losing their job in 2025 and falling behind on 27 payments to Affirm and Klarna—which, assuming
just half were with Klarna, would total $91 in late fees.'® In fact, researchers at Stanford and UC Irvine found
that BNPL users owe an extra $176 more per year in BNPL late fees, overdraft fees, and credit card interest on

average after starting to use the service.'”

I “He eventually owed more than $1,000 to Klarna, of which an estimated S$100

were late fees.”

Everyone Pays for BNPL

Almost every major retailer has adopted a partnership with at least one BNPL lender, offering and accepting
their loans as a payment method at both in-store and online checkouts. Industry groups estimate that 58

percent of small businesses and over 40 percent of online retailers accept BNPL as a payment method.'® BNPL
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lenders tout increased sales conversion rates, higher average order values, and fewer “abandoned carts”

as key selling points for merchants.'” But the benefits cost a premium: BNPL merchant fees are roughly two
to three times the per-transaction costs of the next most expensive payment method to process, credit
cards, and nearly 10 times more expensive than debit cards (see Figure 14). Merchant fees are a primary to
significant source of revenue for many major lenders. In 2024, merchant fees comprised 57 percent of revenue
for Klarna, 32 percent for Sezzle, and 36 percent for Affirm.""® BNPL lenders also collect interchange fee
revenue from merchants that don’t pay for partnerships but accept their virtual, one-time, or multi-use Visa

cards.™"
Figure 14: BNPL merchant fees dwarf the costs of other payment methods.""
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Note: BNPL lenders typically structure their merchant fees as both a flat, per-transaction fee (most commonly

30 cents) plus a percentage-based fee. Fees are rounded to the nearest tenth of a percent.

The costs borne by merchants for BNPL partnerships are ultimately passed onto all Americans, regardless
of whether or not they use BNPL, through higher prices. These costs may only increase as BNPL adoption

becomes more widespread among sellers and more deeply ingrained in the payments ecosystem.
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Recommendations

The recent explosion of BNPL lending is the capstone to an increasingly unstable, high-debt, high-stress
economy that has put survival out of reach for millions of working families while capitalizing upon their
financial desperation. Major BNPL lenders like Affirm, Klarna, Afterpay, PayPal, and more can be accepted

at practically any merchant, while new venture capital-backed fintechs are sprouting up by the day, offering
embedded financing options to Americans struggling to pay their rent, taxes, medical bills, utilities, car
mechanic, childcare provider, and more, including bills for other debts. Everywhere you turn, there seems to be
another lender with a strange looking name and another “__ Now, Pay Later” product that promises to help—
but only if they first have a shot at extracting a few hundred APR points in financing fees, late fees, Netflix-like

“subscription” fees, and more.

Americans need help. In the absence of meaningful federal regulatory oversight, BNPL lenders and their fintech
partners have deployed an array of predatory to likely unlawful practices that are pushing working families

deeper into debt and distress.

Federal and state policymakers must act to ban harmful practices and regulate the industry. Between
Congress’s authority to ban arbitration and regulate bank conduct, and states’ historic role governing nonbank
activities, coordinated federal and state action can provide meaningful protections for BNPL users. We

recommend the following:

I. Congress should enact a BNPL Borrower Bill of Rights.

A BNPL Borrower Bill of Rights should include sweeping protections that end deceptive pricing and bring down
the cost of BNPL debt, ban predatory practices that harm consumers, and empower Americans to enforce

their own rights.

End deceptive pricing and bring down the cost of BNPL debt.

e Ban junk fees that obscure or add to the true cost of financing, including “subscription” fees, tips,
payment method fees, per-transaction fees, “late saver” fees, non-sufficient funds (NSF) fees, expedite
fees, and prepayment fees, as well as the practice of stacking more than one fee for single missed

payments or transactions.
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Cap all late or penalty fees at $5 per missed payment, up to an aggregate of 15 percent of the
original order price. While some leading BNPL lenders have already capped their late fees at $7 to
$8 per missed payment up to a maximum of 25 percent of the order value, these fees can still cost
the borrower about as much as taking out a payday loan (see Figure 12). Moreover, BNPL loans are
structurally designed to create a cascade of late fees when borrowers have a lapse in funds, so
lowering and capping late fees reduces the risk that a single lapse will create financial havoc for

borrowers.

Cap interest at the state usury cap or 10 percent, whichever is lower. This is aligned with the
growing legislative push to cap credit card interest rates at 10 percent, which has attracted significant
bipartisan and public support.'™® Additionally, all permitted fees, such as “origination fees” or payment
rescheduling fees, should be included in the cap, excluding late/penalty fees. New York state’s
proposed BNPL regulations would cap total interest charged (including origination fees, payment delay

transaction fees, and other charges made as a condition of offering the loan) at 6 percent.'

Ban predatory practices.

33

Prohibit predatory and potentially discriminatory lending practices, and require clear disclosure

of underwriting factors. BNPL lenders should be required to underwrite loans based solely on a
borrower's ability to repay their debts. Lenders should not utilize other data outside of a borrowers’
credit profile and income to market, price, and underwrite BNPL products. This includes any measures
of group-based or “social network” creditworthiness, location-based data, and/or other factors that
may correlate with protected characteristics. Moreover, lenders should disclose to borrowers the

specific categories of information used to determine their creditworthiness.

Protect Americans’ personal data and create real opt-out rights from data collection, processing,
and sale. BNPL lenders should be required to obtain affirmative, revocable, itemized consent before

a lender uses, sells, or shares a borrower’s data for any purpose beyond making the loan itself, such
as advertising, cross-selling, and individualized pricing of unsolicited products. Consent should be
sought separately for each use case, should not be bundled or pre-selected by the lender, and should
expire after one year, requiring active renewal and agreement. Lenders should be prohibited from
making consent to collection of data beyond that required for risk-based underwriting a prerequisite
for accessing a loan. Additionally, lenders and third-party data recipients should be required to delete

user data within 30 days whenever a borrower withdraws or declines to renew consent.'"®
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Ban BNPL lenders from deceptively marketing BNPL loans as credit building products and prohibit
credit bureaus and consumer reporting agencies from negatively treating the appearance of BNPL
debt. Some BNPL lenders have begun to report users to credit bureaus, while others have not. There is
evidence that some credit scoring models penalize BNPL users regardless of whether they are paying
on-time."® This poses a substantial risk to the majority of BNPL users with subprime credit scores,"”
who may face higher interest rates and denials on other loans even when they are current on all

their BNPL payments. Additionally, BNPL lenders have also been found making statements implying
that BNPL products may have a positive impact on a borrower's credit score or credit history.'®

Policymakers should expressly prohibit lenders from making these potentially misleading statements.

Empower Americans to enforce their own rights.

Ban arbitration clauses, class action participation waivers, jury trial waivers, and other predatory
contract clauses. Practically all BNPL lenders include such clauses in their terms of use or other
consumer contracts, with highly cumbersome opt-out processes that require significant effort to
complete. These clauses insulate lenders from being held accountable for violations of federal and

state laws.

Create a private right of action for borrowers to enforce the BNPL Borrower Bill of Rights. Every
BNPL borrower should be able to hold financial companies accountable for not following the law

or respecting their rights, including BNPL lenders, their bank partners, and other service providers.
Individual, private rights of action enable borrowers to defend themselves when state enforcement
resources are stretched thin, and can help establish enforcement records and public evidence that can

aid in state investigations and litigation.

Congress should compel the Consumer Financial Protection
Bureau to do its job.

The CFPB is the only federal financial regulator with direct supervisory authority over non-bank financial

institutions like BNPL lenders and fintech firms. Under the Trump Administration, the CFPB has abandoned

its obligation to protect Americans from harmful financial practices. In April 2025, CFPB leadership issued an

internal memorandum to staff noting that it would deprioritize supervision and enforcement against non-bank

financial institutions, and in 2026, the CFPB is projected to conduct a fraction of the typical number of annual

exams, if any at all.""? On top of this, as a result of the One Big Beautiful Bill, the CFPB’s annual funding was

halved from 12 percent to 6.5 percent of the total operating expenses of the Federal Reserve.'?
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Congress should compel the CFPB to use its research, regulation, supervision, and enforcement tools to
regulate the BNPL industry and protect borrowers from predation by such lenders, and fully restore the CFPB'’s

funding.

lll. States should also enact BNPL Borrower Bill of Rights laws,
and regulate BNPL lenders the way they regulate other
lenders: through licensure, supervision, and enforcement.

States are the primary regulator for nonbank financial companies, and generally require companies to obtain
a license before they engage in lending or other financial services activities within their jurisdictions. BNPL
should be no different. Licensing regimes usually set industry standards, establish consumer protections,
and empower the state regulator to regularly request information and examine the licensees’ conduct for

compliance with state and federal laws.

States should pass their own BNPL Borrower Bill of Rights laws to require BNPL lenders and their fintech
partners to obtain licenses before engaging in BNPL lending to their residents. The licensure should incorporate
the same protections and prohibitions included in the federal BNPL Borrower Bill of Rights discussed above,
and should also delegate to the state’s financial regulator the authority to review, ban, and stipulate price caps
for any other fees that licensees wish to assess, and require licensees to seek prior approval when they wish
to assess new fees. BNPL loans issued by unlicensed lenders or that are not compliant with the state licensing

laws should be void and unenforceable.

States should also include granular annual reporting requirements for BNPL licensees, such as total loan
originations, payments, and outstanding balances; total revenue from interest, fees, merchant partnerships,
and other sources; loan approval and denial rates; real interest rates and APRs charged to consumers and
the distribution of consumers across each rate; delinquency and default rates; credit reporting practices; and

factors used in underwriting.

Although states are preempted from directly regulating national banks, and to some extent, other states’ state-
chartered banks, state policymakers can cover the BNPL market by requiring both BNPL lenders (to the extent
not preempted by federal law) and any company facilitating or arranging credit for those lenders to obtain a
license. This would directly address rent-a-bank practices and ensure that non-bank companies are regulated
without having to conduct individualized true lender analyses.™' And although the state licensing regimes do
not necessarily need to require licensure by merchants where BNPL is offered, states can make clear that
merchants cannot make representations to customers about the BNPL loans, and that if they do, they would be

engaging in financial services activity requiring a license.
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Using the information that it obtains through supervision and consumer complaints, states must meaningfully
enforce these protections. It can do this through its licensing authority, but also through the Consumer
Financial Protection Act (CFPA), which allows states to enforce against unfair, deceptive, and abusive practices,
as well as against violations of “any provision of federal consumer financial protection law.”'?? Effectively,
states can enforce this provision against any covered entities for violations of the CFPA as well as any of the 18
enumerated consumer laws, which include the Electronic Funds Transfer Act (EFTA), Truth In Lending Act (TILA),

Fair Credit Reporting Act (FCRA), and more.

Still, as with the federal BNPL Borrower Bill of Rights, it is critical that the state licensing laws include private
rights of action, so that individual consumers who are harmed by BNPL misconduct can enforce their own

rights.

IV. States should guarantee BNPL borrowers a place to turn
for help.

More and more Americans are being forced to rely upon BNPL loans to cover basic necessities, while the
Trump Administration refuses to properly regulate and oversee BNPL lenders. State policymakers should
guarantee families a place to turn for help by establishing a dedicated Borrower Advocate position with

the authority to help borrowers struggling with BNPL debt and other products offered by BNPL lenders. The
Borrower Advocate should help borrowers receive timely complaint resolutions from BNPL lenders, review
information submitted by lenders in annual reports, and draft periodic public reports on the state of the
BNPL industry. Policymakers could model these state-level positions on the “student loan ombudsman” roles

currently established in 16 states, and Congress could establish a BNPL Borrower Advocate at the CFPB.'%®

36



A LOAN IN EVERY CART 2026
Endnotes
1 LendingTree, BNPL Tracker: Nearly Half of BNPL Users Have Paid Late in the Past Year, Up for a Second

Straight Year, (Jun. 12, 2026), https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/
(archived at https://perma.cc/34Q8-3JDM).

2 LendingTree, ‘Buy Now, Pay Later’ Financing Used for Things Shoppers Can’t Afford, (Apr. 20, 2021),

https://www.lendingtree.com/personal/buy-now-pay-later-survey/ (archived at https://perma.cc/VV4H-GYAU).

3 See Figure 1.

4 Nina R. Acree et al., “Buy Now, Pay Later” Beyond “Pay in 4”, A Comprehensive Product Overview,

Board of Governors of the Federal Reserve System, (Jun. 5, 2026), https://www.federalreserve.gov/econres/

notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.

html at Fig. 2(a); Federal Reserve Bank of St. Louis, Consumer Price Index for All Urban Consumers: Rent of

Primary Residence in U.S. City Average (CUSROO00SEHA), https://fred.stlouisfed.org/series/CUSRO000SEHA;

Federal Reserve Bank of St. Louis, Consumer Price Index for All Urban Consumers: Food in U.S. City Average
(CPIUFDSL), https://fred.stlouisfed.org/series/CPIUFDSL; Federal Reserve Bank of St. Louis, Consumer

Price Index for All Urban Consumers: Fuels and Utilities in U.S. City Average (CUSRO000SAH2), https://
fred.stlouisfed.org/series/CUSROO00SAH2. Note: The Acree et al. source delineates between “short-term”

and “longer-term” installment loans as follows—"other short- and longer-term installment loans ... can be
0 percent APR or APR bearing ... we classify the other BNPL installment loans to be short term if they have
maturities of up to 4 weeks or up to 30 days, while longer-term loans are those with maturities longer than 30
days.” Examples of short-term, 0 percent APR installment loans include 30-day, try-before-you-buy products.
Since these short-term installment loan products comprise a small part of the BNPL market and many lenders

do not offer them, they are not discussed at further length in this report.

5 The $5.2 trillion non-mortgage household debt balance includes credit cards, auto loans, student
loans, and other loans monitored in the quarterly Household Debt and Credit Report of the Federal Reserve
Bank of New York. See Federal Reserve Bank of New York, Household Debt and Credit Report, (2026), https://

www.newyorkfed.org/microeconomics/hhdc.

37


https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/
https://perma.cc/34Q8-3JDM
https://www.lendingtree.com/personal/buy-now-pay-later-survey/
https://perma.cc/VV4H-GYAU
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://fred.stlouisfed.org/series/CUSR0000SEHA
https://fred.stlouisfed.org/series/CPIUFDSL
https://fred.stlouisfed.org/series/CUSR0000SAH2
https://fred.stlouisfed.org/series/CUSR0000SAH2
https://www.newyorkfed.org/microeconomics/hhdc
https://www.newyorkfed.org/microeconomics/hhdc

A LOAN IN EVERY CART 2026

6 Gregory Acs et al., Measuring the True Cost of Economic Security, Urban Institute, (Nov. 19, 2024),

https://www.urban.org/research/publication/measuring-true-cost-economic-security.

7 Ludwig Institute for Shared Economic Prosperity, Beyond Survival: Analyzing the
True Cost of Economic Well-Being, (accessed Jun. 2026), https://cdn.prod.website-files.
com/63ba0d84fe573c7513595d6e/68213a6dd9b89340782e1f76_MQL%20White%20Paper.pdf.

8 LendingTree, Americans Using BNPL to Make Ends Meet, With 27% of Users Bridging Paycheck Gaps

and 21% Buying Groceries, (Apr. 3, 2023), https://www.lendingtree.com/personal/bnpl-ends-meet-survey/.

9 Ibid.

10 Protect Borrowers and Data for Progress, BNPL Polling (Jul. 2026), https://protectborrowers.org/

resource/buy-now-pay-later-polling-july-2026/. Survey conducted of 1,164 likely U.S. voters nationally from

July 2 to July 5, 2026, using web panel respondents; data in Figure 2 shows a subgroup of 438 likely voters

who indicated they have used a BNPL loan.

11 For a discussion of BNPL products in rent payments specifically, see Protect Borrowers, Rent Now, Pain

Later, (Feb. 2026), https://protectborrowers.org/resource/rent-now-pain-later-report/.

12 For estimates of online grocery market share, see Oberlo, Online Grocery Market Share by

Company, (2024), https://www.oberlo.com/statistics/online-grocery-market-share-by-company. For credible

allegations of price-gouging, price-fixing, and/or price manipulation by the companies mentioned, see Forbes,
How Walmart And Pepsico Rigged Prices And Supercharged Food Inflation, (Dec. 18, 2025), https://www.

forbes.com/sites/errolschweizer/2025/12/18/how-walmart-and-pepsico-rigged-prices-and-supercharged-

food-inflation/ (re: Walmart); Consumer Reports, Kroger Stores Overcharging Shoppers on Sale Items,
CR Price Check Finds, (May 14, 2025; updated Jun. 18, 2025), https://www.consumerreports.org/money/

questionable-business-practices/kroger-stores-overcharging-shoppers-on-sale-items-a2659540552/ (re:

Kroger); Groundwork Collaborative, Same Cart, Different Price: Instacart’s Price Experiments Cost Families

at Checkout, (Dec. 9, 2025), https://groundworkcollaborative.org/work/instacart/ (re: Instacart); and The

Guardian, Newly unsealed records reveal Amazon’s price-fixing tactics, California attorney general claims,

(Apr. 16, 2026), https://www.theguardian.com/us-news/ng-interactive/2026/apr/16/amazon-price-fixing-

california-lawsuit (re: Amazon).

38


https://www.urban.org/research/publication/measuring-true-cost-economic-security
https://cdn.prod.website-files.com/63ba0d84fe573c7513595d6e/68213a6dd9b89340782e1f76_MQL%20White%20Paper.pdf
https://cdn.prod.website-files.com/63ba0d84fe573c7513595d6e/68213a6dd9b89340782e1f76_MQL%20White%20Paper.pdf
https://www.lendingtree.com/personal/bnpl-ends-meet-survey/
https://protectborrowers.org/resource/buy-now-pay-later-polling-july-2026/
https://protectborrowers.org/resource/buy-now-pay-later-polling-july-2026/
https://protectborrowers.org/resource/rent-now-pain-later-report/
https://www.oberlo.com/statistics/online-grocery-market-share-by-company
https://www.forbes.com/sites/errolschweizer/2025/12/18/how-walmart-and-pepsico-rigged-prices-and-supercharged-food-inflation/
https://www.forbes.com/sites/errolschweizer/2025/12/18/how-walmart-and-pepsico-rigged-prices-and-supercharged-food-inflation/
https://www.forbes.com/sites/errolschweizer/2025/12/18/how-walmart-and-pepsico-rigged-prices-and-supercharged-food-inflation/
https://www.consumerreports.org/money/questionable-business-practices/kroger-stores-overcharging-shoppers-on-sale-items-a9659540552/
https://www.consumerreports.org/money/questionable-business-practices/kroger-stores-overcharging-shoppers-on-sale-items-a9659540552/
https://groundworkcollaborative.org/work/instacart/
https://www.theguardian.com/us-news/ng-interactive/2026/apr/16/amazon-price-fixing-california-lawsuit
https://www.theguardian.com/us-news/ng-interactive/2026/apr/16/amazon-price-fixing-california-lawsuit

A LOAN IN EVERY CART 2026

13 Instacart, Klarna Partnership, (archived Apr. 17, 2026), archived at https://perma.cc/BYZ7-RGGQ;
Klarna, Kroger Merchant, (archived Apr. 17, 2026), archived at https://perma.cc/FQD2-HFRK; Walmart, OnePay
Later, (archived Apr. 17, 2026), archived at https://perma.cc/56DM-LZLV; BusinessWire, Amazon Pay Adds
Affirm, Providing Customers and Merchants with Another Flexible Payment Option, (Jun. 7, 2023), https://

www.businesswire.com/news/home/20230607005260/en/Amazon-Pay-Adds-Affirm-Providing-Customers-

and-Merchants-with-Another-Flexible-Payment-Option; Target, Add Extra Convenience to Holiday Shopping

With These ‘Buy Now, Pay Later’ Options at Target, (Oct. 6, 2021), https://corporate.target.com/news-features/
article/2021/10/buy-now-pay-later.

14 The Federal Reserve found that over half of BNPL borrowers have less than $2,000 in savings as of
2023. See Jeff Larrimore et al., "The Only Way | Could Afford It": Who Uses BNPL and Why, Board of Governors

of the Federal Reserve System, (Dec. 20, 2024), https://www.federalreserve.gov/econres/notes/feds-notes/the-

only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html.

15 Consumer Financial Protection Bureau, Consumer Use of Buy Now, Pay Later and Other Unsecured
Debt, (Jan. 2025), https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report 2025_01.pdf at p. 18,
Table 4.

16 See Figures 10 and 11.

17 LendingTree data from surveys administered to over 6,000 U.S. residents from March through April
2026. See LendingTree, Nearly Half of BNPL Users Have Paid Late in the Past Year, Up for a Second Straight
Year, (Apr. 13, 2026), https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/ (archived at

https://perma.cc/EKC4-DJ3Y).

18 Ibid.

19 Federal Reserve Bank of New York, Household Debt and Credit Report, (2026), https://www.

newyorkfed.org/microeconomics/hhdc; Jennifer Zhang, Eduard Nilaj, Mike Pierce, and Julie Margetta

Morgan, Interest Nation: The State of America’s Credit Card Debt Crisis, Protect Borrowers and The Century
Foundation (Mar. 17, 2026), https://tcf.org/content/report/interest-nation-the-state-of-americas-credit-card-
debt-crisis/; Peter Granville, Eduard Nilaj, Jennifer Zhang, and Aissa Canchola-Bafiez, Trump’s Student Loan
Delinquency Crisis, Unmasked, Protect Borrowers and The Century Foundation, (Feb. 20, 2026), https://tcf.org/

content/report/trumps-student-loan-delinquency-crisis-unmasked/.

39


https://perma.cc/BYZ7-RGGQ
https://perma.cc/FQD2-HFRK
https://perma.cc/56DM-LZLV
https://www.businesswire.com/news/home/20230607005260/en/Amazon-Pay-Adds-Affirm-Providing-Customers-and-Merchants-with-Another-Flexible-Payment-Option
https://www.businesswire.com/news/home/20230607005260/en/Amazon-Pay-Adds-Affirm-Providing-Customers-and-Merchants-with-Another-Flexible-Payment-Option
https://www.businesswire.com/news/home/20230607005260/en/Amazon-Pay-Adds-Affirm-Providing-Customers-and-Merchants-with-Another-Flexible-Payment-Option
https://corporate.target.com/news-features/article/2021/10/buy-now-pay-later
https://corporate.target.com/news-features/article/2021/10/buy-now-pay-later
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html
https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report_2025_01.pdf
https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/
https://perma.cc/EKC4-DJ3Y
https://www.newyorkfed.org/microeconomics/hhdc
https://www.newyorkfed.org/microeconomics/hhdc
https://tcf.org/content/report/interest-nation-the-state-of-americas-credit-card-debt-crisis/
https://tcf.org/content/report/interest-nation-the-state-of-americas-credit-card-debt-crisis/
https://tcf.org/content/report/trumps-student-loan-delinquency-crisis-unmasked/
https://tcf.org/content/report/trumps-student-loan-delinquency-crisis-unmasked/

A LOAN IN EVERY CART 2026

20 Calculated by summing Table 1, 2023 respondent percentages for categories up to $1,999 for “largest
emergency expense handled right now using only savings,” in Jeff Larrimore et al., "The Only Way | Could
Afford It": Who Uses BNPL and Why, Board of Governors of the Federal Reserve System, (Dec. 20, 2024),
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-

why-20241220.html.

21 Consumer Financial Protection Bureau, Consumer Use of Buy Now, Pay Later and Other Unsecured
Debt, (Jan. 2025), https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report 2025_01.pdf at p. 22,
27-28; Consumer Financial Protection Bureau, Consumer Use of Buy Now, Pay Later, (Mar. 2023), https://files.

consumerfinance.gov/f/documents/cfpb_consumer-use-of-buy-now-pay-later_2023-03.pdf at p. 21.

22 Ibid.

23 Consumer Financial Protection Bureau, Consumer Use of Buy Now, Pay Later and Other Unsecured

Debt, (Jan. 2025), https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report_2025_01.pdf at p. 22-23.

24 Average is among BNPL borrowers with a sufficient credit record to appear in credit panel data. See
Ibid at p. 22-25.
25 Ibid at p. 14.

26 Jeff Larrimore et al., "The Only Way | Could Afford It": Who Uses BNPL and Why, Board of Governors

of the Federal Reserve System, (Dec. 20, 2024), https://www.federalreserve.gov/econres/notes/feds-notes/

the-only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html at Table 1; Board of Governors of the

Federal Reserve, Economic Well-Being of U.S. Households in 2024, (May 2025), https://www.federalreserve.
gov/publications/files/2024-report-economic-well-being-us-households-202505.pdf at p. 63.

27 Jeff Larrimore et al., "The Only Way | Could Afford It": Who Uses BNPL and Why, Board of Governors

of the Federal Reserve System, (Dec. 20, 2024), https://www.federalreserve.gov/econres/notes/feds-notes/the-

only-way-i-could-afford-it-who-uses-bnpl-and-why-accessible-20241220.htm#fig1. Note: Racial category names

reflect those used by the original source.

28 Board of Governors of the Federal Reserve, Economic Well-Being of U.S. Households in 2024,
(May 2025), https://www.federalreserve.gov/publications/files/2024-report-economic-well-being-us-

households-202505.pdf at p. 63.

40


https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html
https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report_2025_01.pdf
https://files.consumerfinance.gov/f/documents/cfpb_consumer-use-of-buy-now-pay-later_2023-03.pdf
https://files.consumerfinance.gov/f/documents/cfpb_consumer-use-of-buy-now-pay-later_2023-03.pdf
https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report_2025_01.pdf
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-20241220.html
https://www.federalreserve.gov/publications/files/2024-report-economic-well-being-us-households-202505.pdf
https://www.federalreserve.gov/publications/files/2024-report-economic-well-being-us-households-202505.pdf
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-accessible-20241220.htm#fig1
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-accessible-20241220.htm#fig1
https://www.federalreserve.gov/publications/files/2024-report-economic-well-being-us-households-202505.pdf
https://www.federalreserve.gov/publications/files/2024-report-economic-well-being-us-households-202505.pdf

A LOAN IN EVERY CART 2026

29 National Consumer Law Center, Past Imperfect: How Credit Scores “Bake In” and Perpetuate Past

Discrimination, (updated Feb. 2024), https://www.nclc.org/wp-content/uploads/2016/05/20240227_Issue-

Brief_Past-Imperfect.pdf; Jennifer Fernandez and Anna Tranfaglia, Gender Disparities in Financial Well-Being

from the Survey of Household Economics and Decisionmaking, Federal Reserve Bank of Philadelphia, (Oct.

2020), https://www.philadelphiafed.org/community-development/credit-and-capital/survey-of-household-

economics-and-decisionmaking.

30 Jeff Larrimore et al., "The Only Way | Could Afford It": Who Uses BNPL and Why, Board of Governors

of the Federal Reserve System, (Dec. 20, 2024), https://www.federalreserve.gov/econres/notes/feds-notes/the-

only-way-i-could-afford-it-who-uses-bnpl-and-why-accessible-20241220.htm#fig1. Note: Racial category names

reflect those used by the original source.

31 LendingTree, BNPL Tracker: Nearly Half of BNPL Users Have Paid Late in the Past Year, Up for a Second

Straight Year, (Jun. 12, 2026), https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/, under

section titled “How many Americans have used a buy now, pay later loan?”

32 Ibid.

33 U.S. Department of Labor, Bureau of Labor Statistics, Median usual weekly earnings of full-time wage
and salary workers by age and sex, 1st quarter 2026 averages, not seasonally adjusted, (archived Jun.

29, 2026), archived at https://perma.cc/672B-8ZD2; Georgia Poyatzis et al., We analyzed 5 years’ worth of

childcare prices. Here’s what we found, U.S. Department of Labor, Bureau of Labor Statistics, (Sep. 30, 2024),
archived at https://web.archive.org/web/20260309092258/https://blog.dol.gov/2024/09/30/we-analyzed-5-

years-worth-of-childcare-prices-heres-what-we-found; CBS News, Raising a child now costs over $300,000 in

the U.S., study finds. See how your state compares., (Apr. 7, 2026), https://www.cbsnews.com/news/cost-to-

raise-a-child-300000-us-state-by-state/.

34 Wall Street Journal, The U.S. Economy Depends More Than Ever on Rich People, (Feb. 23, 2025),

https://www.wsj.com/economy/consumers/us-economy-strength-rich-spending-2c34a571; Jennifer Zhang,

Eduard Nilaj, Mike Pierce, and Julie Margetta Morgan, Interest Nation: The State of America’s Credit Card Debt
Crisis, Protect Borrowers and The Century Foundation (Mar. 17, 2026), https://tcf.org/content/report/interest-

nation-the-state-of-americas-credit-card-debt-crisis/; Reuters, US job openings fall in February; hiring lowest

since pandemic, (Mar. 31, 2026), https://www.reuters.com/business/us-job-openings-fall-february-hiring-

lowest-since-pandemic-2026-03-31/.

41


https://www.nclc.org/wp-content/uploads/2016/05/20240227_Issue-Brief_Past-Imperfect.pdf
https://www.nclc.org/wp-content/uploads/2016/05/20240227_Issue-Brief_Past-Imperfect.pdf
https://www.philadelphiafed.org/community-development/credit-and-capital/survey-of-household-economics-and-decisionmaking
https://www.philadelphiafed.org/community-development/credit-and-capital/survey-of-household-economics-and-decisionmaking
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-accessible-20241220.htm#fig1
https://www.federalreserve.gov/econres/notes/feds-notes/the-only-way-i-could-afford-it-who-uses-bnpl-and-why-accessible-20241220.htm#fig1
https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/#how-many-americans-have-used-a-buy-now-pay-later-loan
https://perma.cc/672B-8ZD2
https://web.archive.org/web/20260309092258/https://blog.dol.gov/2024/09/30/we-analyzed-5-years-worth-of-childcare-prices-heres-what-we-found
https://web.archive.org/web/20260309092258/https://blog.dol.gov/2024/09/30/we-analyzed-5-years-worth-of-childcare-prices-heres-what-we-found
https://www.cbsnews.com/news/cost-to-raise-a-child-300000-us-state-by-state/
https://www.cbsnews.com/news/cost-to-raise-a-child-300000-us-state-by-state/
https://www.wsj.com/economy/consumers/us-economy-strength-rich-spending-2c34a571
https://tcf.org/content/report/interest-nation-the-state-of-americas-credit-card-debt-crisis/
https://tcf.org/content/report/interest-nation-the-state-of-americas-credit-card-debt-crisis/
https://www.reuters.com/business/us-job-openings-fall-february-hiring-lowest-since-pandemic-2026-03-31/
https://www.reuters.com/business/us-job-openings-fall-february-hiring-lowest-since-pandemic-2026-03-31/

A LOAN IN EVERY CART 2026

35 For more information about BNPL lender obligations under TILA, see National Consumer Law Center,

What Rights Do Buy Now, Pay Later Purchasers Have?, (Jun. 26, 2025), https://www.nclc.org/resources/what-

rights-do-buy-now-pay-later-purchasers-have/.

36 Nina R. Acree et al., “Buy Now, Pay Later” Beyond “Pay in 4”, A Comprehensive Product Overview,

Board of Governors of the Federal Reserve System, (Jun. 5, 2026), https://www.federalreserve.gov/econres/

notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html

(Table 3). Interest-bearing installment loan share for 2021 calculated using data in Figure 2(b).

37 Federal Reserve Bank of Atlanta, Data User’s Guide: 2024 Diary of Consumer Payment Choice,
(Apr. 23, 2025), https://www.atlantafed.org/-/media/Project/Atlanta/FRBA/Documents/banking/consumer-

payments/survey-diary-consumer-payment-choice/2024/dcpc2024_codebook.pdf (p. 112, summary statistics

for “bnpl1004” variable; calculated by summing the percent of BNPL user respondents who reported making

five or six installments to pay off their last BNPL purchase).

38 Nina R. Acree et al., “Buy Now, Pay Later” Beyond “Pay in 4”, A Comprehensive Product Overview,

Board of Governors of the Federal Reserve System, (Jun. 5, 2026), https://www.federalreserve.gov/econres/

notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html

(Table 3). Note: “Interest-bearing” here is used interchangeably with “APR-bearing” in the source, which there
refers to both short-term and longer-term installment loans, or all loans besides nominally zero-interest, pay-

in-four loans.

39 For example, Affirm states that pay-in-four loans are available for transactions of “$50 USD and up to
$249.99 USD,” suggesting that larger purchases may be eligible for longer-term installment loans. See Affirm,
Affirm Products: Pay In 4, (archived Jun. 30, 2026), archived at https://perma.cc/Z5VC-XPWG.

40 Klarna, Pay Over Time, (archived Apr. 17, 2026), archived at https://perma.cc/4R6R-TQAD?type=image;
Alexandra Pastore, Afterpay to Offer Monthly Payment Solution, Yahoo Finance and WWD, (Oct. 5, 2022),

https://www.yahoo.com/lifestyle/afterpay-offer-monthly-payment-solution-134300908.html; Stripe, Buy now,

pay later: Offer flexible payments wherever your customers shop with Affirm, (archived Apr. 17, 2026), archived

at https://perma.cc/SEH2-HYEM.

41 Splitit, How It Works, (archived Jul. 9, 2026), https://www.splitit.com/us/#how-it-works (archived at
https://perma.cc/U4Y8-QUDE). Note: While Splitit’s “credit split” product is distinct from traditional pay-in-four

42


https://www.nclc.org/resources/what-rights-do-buy-now-pay-later-purchasers-have/
https://www.nclc.org/resources/what-rights-do-buy-now-pay-later-purchasers-have/
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://www.atlantafed.org/-/media/Project/Atlanta/FRBA/Documents/banking/consumer-payments/survey-diary-consumer-payment-choice/2024/dcpc2024_codebook.pdf
https://www.atlantafed.org/-/media/Project/Atlanta/FRBA/Documents/banking/consumer-payments/survey-diary-consumer-payment-choice/2024/dcpc2024_codebook.pdf
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://perma.cc/Z5VC-XPWG
https://perma.cc/4R6R-TQAD?type=image
https://www.yahoo.com/lifestyle/afterpay-offer-monthly-payment-solution-134300908.html
https://perma.cc/SEH2-HYEM
https://www.splitit.com/us/#how-it-works
https://perma.cc/U4Y8-9UDE
https://perma.cc/U4Y8-9UDE

A LOAN IN EVERY CART 2026

BNPL loans, in various advertisements and documentation, Splitit both describes itself as a direct competitor
to BNPL lenders and/or a “BNPL solution.” See Splitit, Buy now, pay later, (archived Jun. 30, 2026), archived at
https://perma.cc/UWZ3-LQKA?type=standard, which states, “Beyond traditional Buy Now Pay Later solutions[:]

We are the only BNPL solution that allows shoppers to use their existing credit card at checkout without

increasing their debt.”

42 Splitit, Splitit vs. Afterpay: What are the differences?, (Apr. 2022), archived at https://perma.cc/HC2B-
9B4S; Splitit, Consumer Terms of Service, (Oct. 2, 2024, archived on Apr. 20, 2026), archived at https://perma.
cc/9P4F-LKEV; NerdWallet, What Happens if You Go Over Your Credit Card Limit?, (Nov. 9, 2025), https://www.

nerdwallet.com/credit-cards/learn/what-happens-if-you-go-over-your-credit-card-limit.

43 Klarna, Klarna Credit Card, (archived Jun. 8, 2026), archived at https://perma.cc/GM6Q-
DTCK?type=image.

44 Klarna also appears to be constantly adjusting its terms, expanding the loan types that are subject to
this APR and increasing the eligibility requirements for purchases to be converted to pay-in-four loans. As of
April 2026, its credit card webpage disclosure said, “A 28.99% APR applies to all moved or split transactions,
except for Pay in 4, which is interest-free. Klarna Credit Card users can convert purchases to Pay in 4 within
12 hours of the transaction” (see Klarna, Klarna Credit Card, archived Apr. 23, 2026 at https://perma.cc/742B-
4ATVW). As of June 2026, the same disclosure now omits the Pay in 4 exception and reads: “A 28.99% APR

applies to all moved or split transactions. For purchases of $30 or more, Klarna card users can convert
purchases to Pay in 4 within 12 hours of the transaction” (see Klarna, Klarna Credit Card, archived Jun. 8, 2026

at https://perma.cc/GM6Q-DTCK?type=image).

45 Klarna, Important Disclosures About Loans Available Through the Klarna Card, (Dec. 8, 2025; archived
Apr. 23, 2026), archived at https://perma.cc/C7S4-956S.

46 Ibid.

47 Consumer Financial Protection Bureau, Buy Now, Pay Later: Market trends and consumer impacts,

(Sep. 2022), https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-

impacts_report_2022-09.pdf at p. 81 (see definitions of “merchant discount fees” and other merchant-derived

revenues).
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48 Affirm, Pay with Affirm, in-store or online, just about anywhere, (archived Apr. 15, 2026), archived at
https://perma.cc/JF6G-2UNB; Klarna, One-time card, (archived Apr. 15, 2026), archived at https://perma.cc/
RPA4-KA8Z.

49 Klarna, Klarna on max, (archived Apr. 21, 2026), archived at https://perma.cc/C4VY-K3XY.

50 Afterpay, Afterpay Card - How it works, (archived Apr. 15, 2026), archived at https://perma.cc/4JMN-

HFBG; Afterpay, Setting up the Afterpay Card, (archived Apr. 15, 2026), archived at https://perma.cc/VXD5-
FVQK.

51 Affirm, About the Affirm Card, (archived Apr. 15, 2026), archived at https://perma.cc/9DR3-
Z7D27?type=image; Klarna, The Klarna Card is coming to the US, (Apr. 18, 2024; archived Apr. 15, 2026),
archived at https://perma.cc/Z3JZ-NN4K.

52 Affirm, About the Affirm Card, (archived Apr. 15, 2026), archived at https://perma.cc/9DR3-

Z7D27?type=image. Terms are stated under the section titled “Affirm Card features.”

53 Klarna, Can | change the payment mode after placing a purchase with my Klarna Card?, (archived

Jun. 8, 2026), archived at https://perma.cc/2P8W-84T6.

54 Effective annual fees calculated by multiplying reported monthly subscription fees by 12, ignoring “first
month free” offers as these would not affect the annual cost after the first year of use. Klarna, Klarna on max,

(archived Apr. 21, 2026), archived at https://perma.cc/C4VY-K3XY.

55 Ibid. Note that APYs and other card perk details are only current as of April 2026.

56 Klarna, Klarna Balance Deposit Account and Klarna Card Agreement, (Dec. 8, 2025; archived Apr. 23,
2026), archived at https://perma.cc/N2JL-JT66.

57 PayPal, Enjoy now. Pay Later, (archived Apr. 15, 2026), archived at https://perma.cc/PF8B-RADR. Note:

Use of the term “digital wallet” here refers to the PayPal app’s capacity to transfer digital funds between
accounts and users, and is not directly comparable to Google Pay, Samsung Pay, or Apple Pay, which are digital
wallet apps that are typically integrated with a smartphone’s ability to make tap-to-pay transactions using a

near-field communication (NFC) chip. See Consumer Financial Protection Bureau, Issue Spotlight: Big Tech's

44


https://perma.cc/JF6G-2UNB
https://perma.cc/RPA4-KA8Z
https://perma.cc/RPA4-KA8Z
https://perma.cc/C4VY-K3XY
https://perma.cc/4JMN-HFBG
https://perma.cc/4JMN-HFBG
https://perma.cc/VXD5-FVQK
https://perma.cc/VXD5-FVQK
https://perma.cc/9DR3-Z7D2?type=image
https://perma.cc/9DR3-Z7D2?type=image
https://perma.cc/Z3JZ-NN4K
https://perma.cc/9DR3-Z7D2?type=image
https://perma.cc/9DR3-Z7D2?type=image
https://perma.cc/2P8W-84T6
https://perma.cc/C4VY-K3XY
https://perma.cc/PF8B-RADR

A LOAN IN EVERY CART 2026

Role in Contactless Payments: Analysis of Mobile Device Operating Systems and Tap-to-Pay Practices, (Sep.

7,2023), https://www.consumerfinance.gov/data-research/research-reports/big-techs-role-in-contactless-

payments-analysis-of-mobile-device-operating-systems-and-tap-to-pay-practices/full-report/.

58 Samsung, Installment payments available on Samsung Wallet, (archived Apr. 16, 2026), archived at

https://perma.cc/B959-8IN2.

59 Twitter, Post by @jennzhang_, (Jun. 29, 2026), https://x.com/jennzhang_/status/2071707365045395487.

60 Klarna, Bring Klarna to your browser, (archived Apr. 15, 2026), archived at https://perma.cc/A57Q-
59FH.

61 Affirm, Pay with Affirm anywhere, right from your desktop, (archived Apr. 15, 2026), https://perma.
cc/5M34-W2BU.

62 Affirm states: “If you choose to use the Affirm browser extension, we may also receive the domain of
the websites that you visit.” Klarna states: “When you browse the internet with the Klarna Desktop Extension
enabled, we will receive the domain of the websites that you visit”. See Affirm, Affirm Privacy Notice, (Apr. 2,
2026; archived Jun. 10, 2026), archived at https://perma.cc/Z9Y8-F8U2; Klarna, Klarna Privacy Policy, (Mar. 19,
2026; archived Apr. 23, 2026), archived at https://perma.cc/JUL7-JP3H.

63 Affirm, In store: URL / QR code and Virtual Card flow (Landing Page), (archived Apr. 15, 2026), archived
at https://perma.cc/QWK9-R7ZU; Klarna, What is Klarna In-Store? (archived Apr. 15, 2026), archived at https://
perma.cc/BMB9-9CNC.

64 Walmart, Affirm and Walmart Announce Omnichannel Partnership, (Feb. 27, 2019), https://corporate.

walmart.com/news/2019/02/27/affirm-and-walmart-announce-omnichannel-partnership.

65 Klarna, Pay with Klarna at your favorite brands, (archived Apr. 20, 2026), archived at https://perma.
cc/9M4R-2B7A?type=image.

66 Congressional Research Service, Buy Now, Pay Later: Policy Issues and Options for Congress, (Feb.

18, 2026), https://www.congress.gov/crs-product/R48858 at p. 13-14; Consumer Financial Protection Bureau,

Buy Now, Pay Later: Market trends and consumer impacts, (Sep. 2022), https://files.consumerfinance.gov/f/

documents/cfpb_buy-now-pay-later-market-trends-consumer-impacts_report_2022-09.pdf at p. 81-82.
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67 See, e.g., Klarna, Klarna launches Al-powered Shopping Search app in ChatGPT, (May 20, 2026),

https://investors.klarna.com/News--Events/news/news-details/2026/Klarna-launches-Al-powered-Shopping-

Search-app-in-ChatGPT/default.aspx. Klarna states: “With the Klarna Shopping Search app in ChatGPT, [users]

simply describe what they're looking for and instantly see visual results with up-to-date prices, availability,
and offers from multiple merchants, all within the same conversation. The Klarna Shopping Search app then

seamlessly redirects users to the merchant’s site to complete their purchase.”

68 Affirm, Affirm works with Google to make Al shopping payments clear and simple, (May 12, 2026),
https://investors.affirm.com/news-releases/news-release-details/affirm-works-google-make-ai-shopping-
payments-clear-and-simple (Affirm-Gemini); ChatGPT, Affirm app, (accessed Jun. 26, 2026), archived at https://
perma.cc/WU77-FN34 (Affirm-ChatGPT); Klarna, Klarna’s Flexible Payments Are Coming to Google Search and

the Gemini App Within Google Pay, (May 12, 2026), https://investors.klarna.com/News--Events/news/news-
details/2026/Klarnas-Flexible-Payments-Are-Coming-to-Google-Search-and-the-Gemini-App-Within-Google-

Pay/default.aspx (Klarna-Gemini); Klarna, Klarna launches Al-powered Shopping Search app in ChatGPT, (May

20, 2026), https://investors.klarna.com/News--Events/news/news-details/2026/Klarna-launches-Al-powered-

Shopping-Search-app-in-ChatGPT/default.aspx (Klarna-ChatGPT).

69 PayPal, From Search to Checkout: PayPal Supports Trusted Al Checkout with Google, (Jan. 11, 2026),
https://newsroom.paypal-corp.com/2025-01-11-From-Search-to-Checkout-PayPal-Supports-Trusted-Al-

Checkout-with-Google (PayPal-Gemini); OpenAl and PayPal Team Up to Power Instant Checkout and Agentic
Commerce in ChatGPT, (Oct. 28, 2025), https://newsroom.paypal-corp.com/2025-10-28-OpenAl-and-PayPal-
Team-Up-to-Power-Instant-Checkout-and-Agentic-Commerce-in-ChatGPT (PayPal-ChatGPT); PayPal, PayPal

and Perplexity Launch Instant Buy Ahead of Black Friday, (Nov. 25, 2025), https://newsroom.paypal-corp.

com/2025-11-PayPal-and-Perplexity-Launch-Instant-Buy (PayPal-Perplexity).

70 Nikki Goth Itoi, Study exposes privacy risks of Al chatbot conversations, Stanford Report, (Oct. 15,

2025), https://news.stanford.edu/stories/2025/10/ai-chatbot-privacy-concerns-risks-research; American

Psychological Association, Patients are bringing Al to therapy: Highlights from the 2026 Chatbots and
Mental Health Survey, (Jun. 2026), https://www.apa.org/pubs/reports/chatbots-mental-health-2026; Allison
Parshall, Why ChatGPT Shouldn’t Be Your Therapist, Scientific American, (Aug. 13, 2025), https://www.

scientificamerican.com/article/why-ai-therapy-can-be-so-dangerous/.

71 Mike Pierce and Ben Kaufman, OpenAl Now Does Consumer Finance. What Could Go Wrong?, In Debt,
(May 18, 2026), https://indebt.substack.com/p/openai-now-does-consumer-finance; Reece Rogers, 5 Reasons

to Think Twice Before Using ChatGPT—or Any Chatbot—for Financial Advice, WIRED, (Apr. 24, 2026), https://
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www.wired.com/story/5-reasons-to-think-twice-before-using-chatgpt-for-financial-advice/; Michelle Singletary,
Don’t tell your Al chatbot these 5 things to keep your money safe, The Washington Post, (Apr. 25, 2026), https://

www.washingtonpost.com/business/2026/04/25/ai-financial-advice-privacy-concerns/.

72 Al chatbot models have been found to hallucinate 28.6 percent of citations to medical queries, and
between 58 to 88 percent of the time for legal queries. See Deloitte, Al doesn’t lie, it hallucinates and M&A

due diligence must address that, (Dec. 22, 2025), https://www.deloitte.com/ch/en/services/consulting/

perspectives/ai-hallucinations-new-risk-m-a.html; Mikael Chelli et al., Hallucination Rates and Reference

Accuracy of ChatGPT and Bard for Systematic Reviews: Comparative Analysis, Journal of Medical Internet

Research, Vol. 26, (2024), https://pmc.ncbi.nlm.nih.gov/articles/PMC11153973/; Matthew Dahl, et al., Large

Legal Fictions: Profiling Legal Hallucinations in Large Language Models, (Jan. 2, 2024), https://arxiv.org/
abs/2401.01301.

73 Instacart, Get it now with Instacart. Pay for it later with Klarna, (archived Apr. 17, 2026), archived
at https://perma.cc/BYZ7-RGGQ (Instacart offer); Uniglo, Premium Linen Pants (see black banner at top of
webpage), (archived Apr. 21, 2026), archived at https://perma.cc/SRQ8-QRQAS (Uniqglo offer).

74 Chase, What to know about Chase Pay Over Time, (accessed Apr. 2026), https://www.chase.com/

personal/credit-cards/education/basics/what-to-know-about-chase-pay-over-time; https://www.citi.com/

credit-cards/flex-pay-guide/what-is-citi-flex-pay; Citi, What is Citi Flex Pay?, (Dec. 9, 2025), https://www.

americanexpress.com/en-us/credit-cards/features-benefits/plan-it/; CapitalOne, Pay Over Time, (accessed

Apr. 2026), https://www.capitalone.com/credit-cards/lp/npsl/pay-over-time/; Wells Fargo, Wells Fargo

Introduced Flex Loan to Give Customers More Options, (Nov. 16, 2022), https://newsroom.wf.com/news-

releases/news-details/2022/Wells-Fargo-Introduces-Flex-Loan-to-Give-Customers-More-Options/default.aspx;

U.S. Bank, U.S. Bank ExtendPay Plan, (accessed Apr. 2026), https://www.usbank.com/credit-cards/buy-now-

pay-later-extendpay.html.

75 Capital One appears to charge interest on any amount over a preset “Pay Over Time” limit. See

CapitalOne, Pay Over Time, (archived Jun. 8, 2026), archived at https://perma.cc/A8JR-YRE7?type=standard.

76 Joe Hughes, Intuit Helped Limit Americans’ Tax Filing Options While Raking in Millions in Tax Breaks,

Institute on Taxation and Economic Policy, (Jan. 28, 2026), https://itep.org/intuit-helped-limit-americans-tax-

filing-options-while-raking-in-millions-in-tax-breaks/.
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77 Intuit, Intuit TurboTax Launches First and Only Product Guaranteeing Tax Refunds 5 Days Early Into

Any Bank Account, (Jan. 8, 2025), https://investors.intuit.com/news-events/press-releases/detail/1234/intuit-

turbotax-launches-first-and-only-product-guaranteeing-tax-refunds-5-days-early-into-any-bank-account; Intuit

Turbotax, File Now, Pay Later, (archived Apr. 16, 2026), archived at https://perma.cc/KX5T-AGD6; Mike Pierce,

“File Now, Pay Later” is everything broken in our economy, IN DEBT, (Apr. 16, 2026), https://indebt.substack.

com/p/file-now-pay-later-is-everything.

78 Both Flex and Livble partner with Lead Bank in a likely rent-a-bank scheme. Lead Bank is funded in
part by the VC firm Andreessen Horowitz. For additional information and APR analysis, see Protect Borrowers,
Rent Now, Pain Later, (Feb. 2026), https://protectborrowers.org/resource/rent-now-pain-later-report/ at p. 5,

9-13, 28.

79 Deferit, Pay bills in 4 installments, (archived Apr. 16, 2026), archived at https://perma.cc/UG7S-H88F;
James Eyers, ‘Bill now, pay later’ start-up Deferit banks S15m, Australian Financial Review, (May 1, 2021),

https://www.afr.com/technology/bill-now-pay-later-start-up-deferit-banks-15m-20210223-p5754j (reporting

that VC firms Alceon, Carthona capital, and potentially others have invested $15 million in Deferit).

80 Kasheesh, How does Kasheesh work?, (archived Apr. 16, 2026), archived at https://perma.cc/2ZXT-
6WNC; Kasheesh, What is a transaction fee?, (archived Apr. 16, 2026), archived at https://perma.cc/6Z6G-

RFWS8. We note that Kasheesh explicitly claims to not be a BNPL lender, but include it here given its similarity
to Splitit, which provides similar credit split products. As of September 2025, Kasheesh raised $5.5 million

in seed funding from VC firms including Tribe Capital, Anthemis, and Courtside Ventures, as well as other
investors. See Kasheesh, Fintech Kasheesh wants financially strained customers to say ‘bye’ to BNPL, (Sep. 26,

2025; archived Jun. 7, 2026), archived at https://perma.cc/U2TX-EG4D.

81 Kasheesh, How does Kasheesh work?, (archived Apr. 16, 2026), archived at https://perma.cc/2ZXT-

6WNC; screenshot obtained by author from an anonymous user’s Citibank account; Intuit Turbotax, File Now,

Pay Later, (archived Apr. 16, 2026), archived at https://perma.cc/KX5T-AGDé6; screenshot obtained by author

from an anonymous user’s American Express account; Deferit, Pay bills in 4 installments, (archived Apr. 16,

2026), archived at https://perma.cc/UG7S-H88F.

82 For example, Sezzle Premium perks include two “free reschedules” and up to “4 [percent] back”
on “Sezzle Spend,” among other offerings. Klarna offers 0.5 percent to 2 percent “cash back on pay in full

purchases” and allows users to skip or have waived “service fees” depending on the tier of their membership.
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See Sezzle, Unlock the Benefits of Sezzle Premium, (archived Apr. 21, 2026), archived at https://perma.cc/D33T-
DZ5R; Klarna, Klarna on max, (archived Apr. 21, 2026), archived at https://perma.cc/87E8-YHZT?type=image.

83 Consumer Financial Protection Bureau, Buy Now, Pay Later: Market trends and consumer impacts,
(Sep. 2022), https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-

impacts_report_2022-09.pdf at p. 13-16, 81.

84 See Figure 14.

85 Consumer Financial Protection Bureau, Buy Now, Pay Later: Market trends and consumer impacts,
(Sep. 2022), https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-

impacts_report_2022-09.pdf at p. 13-16, 81.

86 Sezzle, Licenses, Fees, & Subscriptions, (Mar. 30, 2026; archived May 20, 2026), archived at https://
perma.cc/RXD5-6DKY.

87 See Figure 10.

88 Affirm information from Affirm, Home page, (archived May 2026), archived at https://perma.cc/

DQ34-CANQ. Afterpay information from Afterpay, US Installment Agreement, (archived May 2026), archived

at https://perma.cc/TA2Q-5NCG. Klarna information from Klarna, Klarna Pay in 4 Agreement, (Jul. 22, 2025;
archived Apr. 23, 2026), archived at https://perma.cc/ZRS7-7MV7; Klarna, Klarna Pay Later Terms, (Apr. 11,
2025; archived May 20, 2026), archived at https://perma.cc/KA9Z-QM3V; Klarna, Important Disclosures About
Loans Available Through the Klarna Card, (Dec. 8, 2025; archived Apr. 23, 2026), archived at https://perma.
cc/C7S54-956S. PayPal information from PayPal, PayPal Pay in 4 Loan Rates and Fees, (archived May 20, 2026),

archived at https://perma.cc/YQK2-79XA. Sezzle information from Sezzle, Licenses, Fees, & Subscriptions,

(Mar. 30, 2026; archived May 20, 2026), archived at https://perma.cc/RXD5-6DK7. Note: Sezzle states a late

payment fee amount of “[u]p to $16.95 but in no event more than twenty-five (25%) of the purchase order
amount,” only the Nerdwallet source clarifies that this means there is an aggregate 25 percent cap on total late
fees. Synchrony information from Synchrony, Buy now, pay later, (archived May 20, 2026), archived at https://
perma.cc/Y267-K7BV; Amazon, Buy now, pay later with Synchrony, (screenshot taken Oct. 7, 2025), archived

at https://perma.cc/5T65-CZQC?type=standard (showing APRs ranging from 9.99 to 30 percent); Synchrony,

Buy now, pay over time with Lowe’s Pay, (archived May 20, 2026), archived at https://perma.cc/D5UQ-35BS

(showing APRs ranging from 0 to 34.99 percent). Zip information from Zip, Zip Anywhere and Zip Checkout
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(also known as Zip) Customer Agreement (WebBank-Originated Transactions), (Aug. 2025; archived May 20,
2026), archived at https://perma.cc/3LVG-XD8X. Note: Since Splitit originates loans that are charged on a

monthly installment basis to a user’s credit card, we have omitted it from this table which covers pay-in-four
loans where payments are typically made every two weeks for a term of six weeks. For information on Splitit’s

pricing and fees, see Figure 11.

89 PayPal, PayPal 4Q & FY'25 Performance: Financial results & company highlights, (Feb. 3, 2026), https://
s205.94cdn.com/875401827/files/doc_financials/2025/94/PYPL-4Q-25-Earnings-Presentation.pdf; Oberlo, Top

BNPL Companies in the USA, (accessed Apr. 2026), https://www.oberlo.com/statistics/top-bnpl-companies-in-

usa.

90 PayPal, Enjoy now. Pay later, (archived Apr. 15, 2026), archived at https://perma.cc/PF8B-RADR.

91 Congressional Research Service, Buy Now, Pay Later: Policy Issues and Options for Congress, (Feb. 18,

2026), https://www.congress.gov/crs-product/R48858 at p. 14, note 73.

92 Nina R. Acree et al., “Buy Now, Pay Later” Beyond “Pay in 4”, A Comprehensive Product Overview,

Board of Governors of the Federal Reserve System, (Jun. 5, 2026), https://www.federalreserve.gov/econres/

notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html

(Table 3).

93 Affirm information from Affirm, Home page, (archived May 2026), archived at https://perma.cc/
DQ34-CANQ. Afterpay information from Afterpay, US Installment Agreement, (archived May 2026), archived
at https://perma.cc/TA2Q-5NCG; Afterpay, Pay Monthly, (archived Jun. 2026), archived at https://perma.cc/
WC4A-356M. Klarna information from Klarna, Klarna Pay in 4 Agreement, (Jul. 22, 2025; archived Apr. 23,
2026), archived at https://perma.cc/ZRS7-7MV7; Klarna, Klarna Pay Later Terms, (Apr. 11, 2025; archived May
20, 2026), archived at https://perma.cc/KA9Z-QM3V; Klarna, Important Disclosures About Loans Available
Through the Klarna Card, (Dec. 8, 2025; archived Apr. 23, 2026), archived at https://perma.cc/C7S4-956S.

PayPal information from PayPal, Enjoy now. Pay later, (archived Apr. 15, 2026), archived at https://perma.cc/
PF8B-RADR; PayPal, PayPal Pay in 4 Loan Rates and Fees, (archived May 20, 2026), archived at https://perma.
cc/YQK2-79XA. Sezzle information from Sezzle, Licenses, Fees, & Subscriptions, (Mar. 30, 2026; archived May
20, 2026), archived at https://perma.cc/RXD5-6DK7; APR estimates from Nerdwallet, Sezzle Buy Now Pay
Later: 2026 Review, (Nov. 21, 2025; archived May 20, 2026), archived at https://perma.cc/N4RL-VQVYV, and
BankRate, Sezzle buy now, pay later review, (Jul. 15, 2025; archived May 20, 2026), archived at https://perma.
cc/L345-P4G6. Note that Sezzle states a late payment fee amount of “[u]p to $16.95 but in no event more than
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twenty-five (25%) of the purchase order amount,” only the Nerdwallet source clarifies that this means there is
an aggregate 25 percent cap on total late fees. Splitit information from Splitit, Flexible installments, built for

your business, (archived Apr. 21, 2026), archived at https://perma.cc/7QIK-RWVQ7?type=standard. Synchrony

information from Synchrony, Buy now, pay later, (archived May 20, 2026), archived at https://perma.cc/Y967-
K7BV; Amazon, Buy now, pay later with Synchrony, (screenshot taken Oct. 7, 2025), archived at https://perma.

cc/5T65-CZQC?type=standard (showing APRs ranging from 9.99 to 30 percent); Synchrony, Buy now, pay
over time with Lowe’s Pay, (archived May 20, 2026), archived at https://perma.cc/D5UQ-35BS (showing APRs

ranging from 0 to 34.99 percent). Zip information from Zip, Zip Anywhere and Zip Checkout (also known as Zip)
Customer Agreement (WebBank-Originated Transactions), (Aug. 2025; archived May 20, 2026), archived at
https://perma.cc/3LVG-XD8X.

94  10U.S.C. § 987(b).

95 For further information on calculating MAPR, see Carolyn Carter, Andrew Pizor, Lauren Sanders,
Predatory Installment Lending in the States: How Well Do the States Protect Consumers Against High-Cost

Installment Loans? (2024), National Consumer Law Center, (Nov. 21, 2024), https://www.nclc.org/resources/

predatory-installment-lending-in-the-states-how-well-do-the-states-protect-consumers-against-high-cost-

installment-loans-2024/. For further information on calculating the TILA APR, see Leslie A. Frogge et al.,,

Consumer Compliance Outlook: First Issue 2017, Understanding Finance Charges for Closed-End Credit,

Consumer Compliance Outlook, (2017), https://www.consumercomplianceoutlook.org/2017/first-issue/

understanding-finance-charges-for-closed-end-credit/.

96 National Consumer Law Center, Why Cap Interest Rates at 36%7?, (Aug. 2021), https://www.nclc.org/
wp-content/uploads/2022/09/1B_Why_36.pdf. For an outline of penalties, see 10 U.S.C. § 987.

97 Affirm, Affirm Privacy Notice, (last updated Apr. 2, 2026; archived Jun. 10, 2026), archived at https://
perma.cc/BG5R-XP4S; Afterpay, Privacy Notice, (effective Mar. 16, 2026; archived Jun. 10, 2026), archived

at https://perma.cc/H4HE-BTAA; Klarna, Klarna Privacy Policy, (last updated Jun. 2, 2026; archived Jun. 10,
2026), https://perma.cc/EVC7-S4JF; PayPal, PayPal Privacy Statement, (last updated May 6, 2026; archived
Jun. 10, 2026), archived at https://perma.cc/3NLG-BMVG; Sezzle, Sezzle Privacy Policy, (last updated Feb. 3,
2026; effective Feb. 27, 2026; archived Jun. 10, 2026), archived at https://perma.cc/V449-C97D; Splitit, Privacy
Policy, (last updated Nov. 4, 2025; archived Apr. 22, 2026), archived at https://perma.cc/P7JIK-SLF4; Zip, Zip
Privacy Policy (last updated and effective Apr. 17, 2026; archived Jun. 10, 2026), archived at https://perma.
cc/34MM-LSPJ; Chandan Behera et al., Buy Now, Pay Later: Al Usage, Inherent Tensions, and Implications
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for Retailers, BNPL Providers, and Governments Forthcoming in Management and Business Review, SSRN

Electronic Journal, (Nov. 2024), https://www.researchgate.net/publication/389562694 Buy_Now_Pay_Later_

Al_Usage_Inherent_Tensions_and_lmplications_for_Retailers_BNPL_Providers_and_Governments_Forthcoming_

in_Management_and_Business_Review at p. 10-11. Evidence of cursor-tracking derived in part from Klarna’s

privacy policy (see above) which states: “Sometimes when you communicate with us, or utilize our services
we use third party service providers. In some cases these service providers may monitor and record mouse
movements, swiping, scrolling, clicks, and keystrokes so that we can better understand how our products are

utilized.”

98 Id.

99 LendingTree, BNPL Tracker: Nearly Half of BNPL Users Have Paid Late in the Past Year, Up for a Second

Straight Year, (Apr. 13, 2026), https://www.lendingtree.com/personal/buy-now-pay-later-loan-statistics/
(archived at https://perma.cc/34Q8-3JDM).

100 Total late fees take the lower of either (1) $8 multiplied by the number of missed payments or (2) 25

percent of the loan principal. APR calculations all use a term of 6 weeks.

101 Consumer Financial Protection Bureau, Consumer Use of Buy Now, Pay Later and Other Unsecured
Debt, (Jan. 2025), https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report 2025_01.pdf at p. 18,
Table 4.

102 See Figure 2; Consumer Financial Protection Bureau, Consumer Use of Buy Now, Pay Later and Other
Unsecured Debt, (Jan. 2025), https://files.consumerfinance.gov/f/documents/cfpb_BNPL_Report 2025_01.pdf
at p. 18, Table 4.

103 APRs in figure are rounded to the nearest whole percent.

104 Federal Reserve Bank of St. Louis, Commercial Bank Interest Rate on Credit Card Plans, All Accounts

(TERMCBCCALLNS), (Feb. 2026), https://fred.stlouisfed.org/series/ TERMCBCCALLNS.

105 Priya Krishna, Eat Now, Pay Later: Going Into Debt for Food, The New York Times, (Sep. 7, 2022),

https:/www.nytimes.com/2022/08/29/dining/buy-now-pay-later-loans-groceries.html.
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106 Reddit, r/CRedit post by u/Expgarment, (published approx. Mar. 2026; accessed Jun. 2026), https://

www.reddit.com/r/CRedit/comments/1s12vev/27_bnpl_late_payments_jobless_at_28can_i_still/. Here we

round down to an assumption of 13 missed payments to Klarna, and a late fee of $7 per missed payment.

107 Ed deHaan et al., Buy Now Pay (Pain?) Later, Management Science Journal, Vol. 70, Issue 8, (Aug.
2024), https://pubsonline.informs.org/doi/full/10.1287/mnsc.2022.03266; NBC News, ' am so scared of them

now': Burned from overspending, some 'buy now, pay later' users warn others away, (Mar. 30, 2024), https://
www.nbcnews.com/business/personal-finance/buy-now-pay-later-users-warn-others-away-overspending-

rcna141944.

108 Small business BNPL uptake estimate from American Bankers Association Banking Journal, Survey:

Merchants expand payment options, express interest in crypto, (Jan. 16, 2026), https://bankingjournal.

aba.com/2026/01/survey-merchants-expand-payment-options-express-interest-in-crypto/. Online retail

BNPL uptake estimate from PYMTS, New Data: eCommerce Merchants See Big Gains by Embracing Digital

Wallets and BNPL, (Dec. 20, 2024),_https://www.pymnts.com/news/ecommerce/2024/new-data-ecommerce-

merchants-see-big-gains-by-embracing-digital-wallets-and-bnpl/.

109 Klarna, Power your growth with Klarna, (archived Apr. 20, 2026), archived at https://perma.cc/S24H-
K34R7?type=image; Affirm, Grow your business with Affirm, (archived Apr. 20, 2026), archived at https://perma.

cc/P5X7-FSW4.

110 See Section 2 for further discussion of hybrid debit card payment methods and Section 3 for merchant
fee explanation. See also Congressional Research Service, Buy Now, Pay Later: Policy Issues and Options for

Congress, (Feb. 18, 2026), https://www.congress.gov/crs-product/R48858 at p. 13, note 71.

111 Ibid.

112 BNPL lender merchant fees rounded to nearest tenth of a percent, from Erica Seppala and Shelbi
Wescott, What You Need to Know About BNPL for Merchants, Merchant Maverick, (Dec. 1, 2025), https://

www.merchantmaverick.com/buy-now-pay-later-small-business/. Debit card transaction fees from Board

of Governors of the Federal Reserve System, Regulation Il (Debit Interchange Fees and Routing): Average

Debit Interchange Fee by Payment Card Network, (accessed Jun. 2026), https://www.federalreserve.gov/

paymentsystems/regii-average-interchange-fee.htm. Credit card transaction fees from Michael Seaman, The

True Cost of Credit Card Processing in 2026: A Merchant's Guide, Swipsum, (Jun. 17, 2026), https://www.

swipesum.com/insights/the-true-cost-of-credit-card-processing-in-2025-a-merchants-guide.
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113 10 Percent Credit Card Interest Rate Cap, H.R. 1944 and S.381, 119th Cong. (2025), https://www.

congress.gov/bill/119th-congress/senate-bill/381; Protect Borrowers, Coalition Letter to U.S. Senate and

House Committees Urging Advancement of the 10 Percent Credit Card Interest Rate Cap Act of 2025, (Feb. 5,
2026), https://protectborrowers.org/wp-content/uploads/2026/02/02.05.2026-Credit-Card-Interest-Rate-Cap-

Letter.pdf; Protect Borrowers, Groundwork Collaborative, and Data for Progress, New Poll: Nearly Two-Thirds
of Americans Prioritize Lower Credit Card Interest Rates Over Perks and Easy Approval, (Mar. 4, 2026), https://

protectborrowers.org/new-poll-nearly-two-thirds-of-americans-prioritize-lower-credit-card-interest-rates-

over-perks-and-easy-approval/; Truth Social, Post by @realDonaldTrump, (Jan. 9,2 026), https://truthsocial.
com/@realDonaldTrump/posts/115868132990949589, archived at https://perma.cc/C6RN-WP52; Jennifer

Zhang, Eduard Nilaj, Mike Pierce, and Julie Margetta Morgan, Interest Nation: The State of America’s Credit
Card Debt Crisis, Protect Borrowers and The Century Foundation, (Mar. 17, 2026), https://tcf.org/content/

report/interest-nation-the-state-of-americas-credit-card-debt-crisis/.

114 New York Department of Financial Services, Proposed NEW 3 NYCRR 423 Regulation re: BNPL Lenders,
(proposed Feb. 23, 2026), https://www.dfs.ny.gov/system/files/documents/2026/02/rd-pp-outreach-new-3-
nycrr-423.pdf at 423.9(a); N.Y. Gen. Oblig. Law § 5-501(1).

115 The proposed New York BNPL regulations feature robust data privacy provisions that meaningfully
protect borrowers as described. See New York Department of Financial Services, Proposed NEW 3

NYCRR 423 Regulation re: BNPL Lenders, (proposed Feb. 23, 2026), https://www.dfs.ny.gov/system/files/
documents/2026/02/rd-pp-outreach-new-3-nycrr-423.pdf at 423.12(e).

116 National Consumer Law Center, States Can Protect Buy Now, Pay Later Borrowers, (Feb. 2026),

https://www.nclc.org/wp-content/uploads/2026/02/202602_Issue-Brief_NY-Can-Protect-Buy-Now-Pay-Later-

Borrowers.pdf at p. 5; Chi Chi Wu, Buy now, pay later is not a cure for credit building, The Hill, (Jun. 21, 2022),
https://thehill.com/opinion/finance/3529845-buy-now-pay-later-is-not-a-cure-for-credit-building/; Imani Moise,
Banks Hate ‘Buy Now, Pay Later’—and May Penalize Its Users, The Wall Street Journal, (Jul. 22, 2025), https://

www.wsj.com/personal-finance/credit/fico-credit-score-buy-now-pay-later-44424ae0.

117 From 2021 to 2022, borrowers with deep subprime credit scores (FICO scores between 300 to 579)
accounted for 45 percent of BNPL originations, and those with subprime scores (580 to 619) accounted

for 16 percent, together totaling 61 percent or nearly 2 in 3 BNPL originations. See Consumer Financial
Protection Bureau, Consumer Use of Buy Now, Pay Later and Other Unsecured Debt, (Jan. 2025), https://files.
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