
 
 
 
 
 
 

February 21, 2013 
 
The Honorable Ben S. Bernanke  The Honorable Richard Cordray  
Chairman  Director 
Board of Governors, Federal Reserve System  Consumer Financial Protection Bureau 
20th Street and Constitution Avenue, NW  1500 Pennsylvania Ave. NW 
Washington, DC 20551  Washington, DC 20220 
 
The Honorable Martin Gruenberg  The Honorable Thomas J. Curry 
Director  Comptroller 
Federal Deposit Insurance Corporation  Office of the Comptroller of the Currency  
1776 F Street, NW  250 E Street, SW  
Washington, DC  20006   Washington, DC 20219 
 

RE: NAACP STRONGLY SUPPORTS IMMEDAITE REGULATORY ACTION TO STOP BANKS 
FROM DEVELOPING PREDATORY LENDING PRODUCTS WITH FEATURES SIMILAR TO 
PAYDAY LOANS 

 
Dear Chairman Bernanke, Director Cordray, Director Gruenberg, and Comptroller Curry:   
 
On behalf of the NAACP, our nation’s oldest, largest and most widely-recognized grassroots-
based civil rights organization, I strongly urge you to act expeditiously to prevent the nation’s 
banks from developing and selling high-cost loan products with features similar to payday 
loans. 
 
The NAACP has long stood against predatory lending practices and exploitative, unsustainable, 
abusive, rates for any financial services. We are all-too familiar with the continued 
consequences of the wealth-stripping lending practices of some financial servicers who 
targeted the communities we represent. A seminal study issued in 2011 by the Pew Research 
Center shows that wealth in Caucasian households currently exceeds that of African American 
households by a staggering 20-to-one ratio. Furthermore, it is estimated that once the current 
economic crisis ends, families of color will have lost over $350 billion in wealth.  
 
Sadly, a small number of banks have chosen to adopt the payday lending model offering loans 
with triple digit interest rates and short-term, unaffordable, unsustainable balloon payments 
that leave the vast majority of borrowers in a debt trap.  These loans, often called direct deposit 
advances, are marketed by the banks as short-term answers to emergencies but have 
borrowers locked in debt for an average of 175 days per year. According to a study by the 
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Center for Responsible Lending, borrowers who turned to banks offering these products took 
an average of more than 16 loans per year.  Banks have asserted that their products are more 
responsible than traditional payday loans.  But the evidence indicates these loans are both 
structurally and functionally the same, creating the same cycle of high-cost debt. 
 
Banks making payday loans have also promoted their products of providing access to credit in 
communities that have few other options.  It is a false choice to say that the communities we 
represent must decide between dangerous, wealth-stripping credit and none at all.  In fact, the 
FDIC found that among the respondents to a recent bank survey, 80% offered responsible small 
dollar loan products.  To the extent that communities have limited credit options, the 
dangerous yet more profitable loan products are crowding out the responsible products.  
Allowing the spread of high cost credit entrenches a two-tier financial system: one group of 
consumers who can access a mainstream financial system and another group of consumers 
who are further marginalized and  relegated to predatory lenders selling risky products. 
 
For evidence that effective regulation can work, one need look no further than the 18 states 
that have taken action to prohibit traditional payday lending outlets. The state of Georgia 
instituted a strong payday lending law almost a decade ago, making predatory payday lending a 
felony. In Ohio, Arizona, and Montana, voters overwhelmingly rejected these exploitative loans 
with the equivalent of 400% annual interest rates.   
 
The NAACP has consistently encouraged reputable lenders to establish themselves in 
underserved communities and majority-minority neighborhoods; we will continue to do so. We 
cannot and must not allow these lenders to target our neighborhoods with predatory or 
abusive products. We support oversight which allows and spurs growth while at the same time 
bans abuse. That is why we urge you to take immediate action to stop predatory payday-like 
loans issued by banks.   
 
Thank you in advance for your attention to the NAACP position. Should you have any questions 
or comments, please do not hesitate to contact me or Hilary Shelton, the Director of the NAACP 
Washington Bureau and the Senior Vice President for Advocacy and Policy at (202) 463-2940. 

 
Sincerely, 

 
 
 
 

Benjamin Todd Jealous 
President & CEO 

 

 


