Interesting Statistics and Facts Regarding Credit Cards and Student Loan Debt

Here are some interesting (and scary) statistics regarding credit card usage in the United States.

1. Revolving consumer credit (mainly, credit card debt) ballooned from $238.6 billion in September 1990 to $770 billion in 2003 and to $977 billion in 2008.  (Senate Report No. 111-16 (which this summary calls the Senate Report) accompanying enactment of the Credit Card Accountability, Responsibility and Disclosure Act of 2009, enacted in May 2009 (which this summary calls the May 2009 Credit Card Bill).

2. In 2009, the average American household carried almost $10,000 in credit card debt.  (Senate Report)  Because of the recession, though, by 2010, this amount had dropped to $7,490 (Synovate Mail Monitor, as reported 3-11-11 by Smartmoney.com).  The Senate Report also showed that only 30% of all households (only 45 million Americans out of 150 million Americans total with credit cards) pay off their credit cards by month end.

3. By 2005, 691 million credit cards were in circulation.  By 2009, 75% of American households had a general-purpose credit card, compared to only 16% in 1970.  (Senate Report)

4. Excluding home mortgage debt, American consumers at the end of September 2007 had $2.5 trillion of debt.  (CardTrak.com, January 2008)

5. Between March 2008 and March 2009, credit card issuers raised the interest rates on over 70 million credit cards, affecting 1/4 of all US families.  (Sen. Chris Dodd, Senate Banking Committee Chair, March 31, 2009, commenting on proposed Senate Bill 414)

6. According to a Credit Suisse report to the Consumer Financial Protection Bureau in February 2011, credit card companies made 4.2 billion credit card offers to Americans in 2010—an average of nearly 5 offers per household every month.

7. In 2003, credit card companies sold approximately $166.7 billion face amount of charged-off credit card debt to debt collection agencies and debt buyers, most of it at a discount.  The agencies then make money by collecting on the debts for more than they paid.

8. The typical collection agency makes 20 calls an hour, reaches 6 customers, and gets 2 promises of payment.
9. The combined revenues of the 10 largest debt collection companies in 2000 were $2.5 billion—debt collection is big business!

10. Under the May 2009 Credit Card Bill, issuers must give 45 days’ notice before raising APR on new balances (but there are a bunch of exceptions to this general rule).

11. The May 2009 Credit Card Bill requires issuers to give holders at least 21 days’ of the next due date on their monthly account statement.

12. In 2008, penalty rates averaged 16.9% above the standard rate, more than doubling from an 8.1% difference in 2000.  (Senate Report)  In 2005, the default rate on credit cards added, on average, an additional 22% to the base APR for the credit card.  (GAO Report at 24)

13. The top 9 credit card issuers base their credit card operations in 6 states, because those states have little or NO cap on interest that the credit card company can charge:

	State
	Issuer

	South Dakota (no cap)
	Citibank

	Utah (no cap)
	American Express

	Arizona (36% cap)
	Bank of America
Direct Merchants

	Delaware (no cap)
	JPMorgan Chase
Discover
HSBC (formerly Household)

	Virginia (no cap)
	Capital One

	New Hampshire (no cap)
	Providian


14. 
At www.annualcreditreport.com, you can get credit reports for free from Experian, Equifax and Transunion.  To get a copy of your credit score from this web site, however, you have to pay $7.95 to Equifax for a FICO score and a similar fee to Experian or Transunion for their own proprietary score, which is different from a FICO score.  Go to www.myfico.com to get FICO scores from the three credit bureaus for $15.95 each.

15. 
Every month 4.5 billion pieces of data are entered into the credit reports for these three credit reporting agencies.  The credit agencies, in turn, issue 1 billion credit reports a year.  Credit agencies can list credit information for the last 7 years.

16. 
According to a June 2004 study by the consumer advocacy group U.S. Public Interest Research Group (U.S. PIRG), as many as 79 percent of credit reports have errors -- 25 percent of which are serious enough potentially to result in a credit denial. More than half of the reports had information that was either outdated or belonged to someone else.  (Wozniacka and Sen, “Credit Scores--What You Should Know About Your Own”).

17. 
The average American carries 8 credit cards.

18. 
According to a study by Sallie Mae’s Nellie Mae subsidiary, 76% of college undergraduates in 2004 began school with a credit card.  The average balance outstanding on undergraduate credit cards was $2,169.  The average college senior graduates with $4,100 in credit card ebt, up from 2,900 in 2004, according to Sallie Mae (Smartmoney.com, March 2011).  The May 2009 Credit Card Bill limits marketing to people under 21 and, subject to some exceptions, prohibits issuing cards to people under 21.

19. According to Consumer Action, only 12% of cards carry an annual fee, down from 21% in 2009.  So no-fee cards are available if you look for them.  The average annual fee by 2011 was $65.20.  (Smartmoney.com, March 2011).  BUT by October 2010 21% of all new cards for consumers with a medium to poor FICO score (660 or lower) required an annual fee, up from only 4% in January 2009.  Only 3 % of cards for consumers with a better FICO score (above 660) require an annual fee.  (OCC report to BCFP. “CARD Act One Year Later,” Feb. 22, 2011, which this summary calls the OCC Report)
20. 
Credit card companies employ over 100,000 Americans.  (Statement of Sen. Norm Coleman (R-MN), Senate Permanent Subcomm. On Investigations, March 7, 2007)

21. 
By 2005, U.S. consumers charged more than $1.8 trillion per year on their credit cards.  (CardWeb.com, Inc., an online publisher of information about the payment card industry, cited in cover letter to GAO’s “Credit Cards:  Increased Complexity in Rates and Fees Heightens Need for More Effective Disclosures to Consumers” (September 2006) (“GAO Report”)).

22. 
By late 2010, 6% of all active credit card accounts (i.e., about 9 million accounts) were assessed late fees.
23. 
According to a February 2011 study, 32% of all cardholders don’t even know their APR.  (Synovate, Consumer Perceptions and Reactions to CARD Act)

24. 
The six largest credit card issuers, who represent above three-quarters of the credit car market, earned approximately $7.4 billion in revenue in 2005 from over-limit and late payment fees alone.  (Senate Report)

25. 
In May 2003 alone, credit or debit cards were used more than 2.3 billion times for purchases or other transactions.  (GAO Report at 9)

26. 
According to the Government Account Office, all but one of the 28 most popular credit cards charged two or three different interest rates on a cardholder’s balance, depending on whether the charge was for purchases, balance transfers, or cash advances.  Issuers maximize card costs by allocating card payments to the lowest interest rate item first, and the highest rate item last (GAO Report at 14-15, 27).  The May 2009 Credit Card Bill requires the issuers to apply payments to the highest APR charges first, then to lower APR charges.

27. Collection actions are up 20 percent in 2008 (Consumer Reports October 2008).

28. Prime borrowers have FICO scores of 660 or more.  As of May 2008, defaults of prime borrowers had doubled from 2008 to 6.4%.  By September 30, 2008, 4.9% of all credit cards were delinquent, the highest level since 2002.  (Senate Report)

29. Federal law bars cards issued by federal credit unions from charging more than 18% interest, even on default.

30. 
Even after adjusting for inflation, credit card fees on average rose 115% between 1995 and 2005.  (GAO Report at 18)

31. 
Under state law, creditors can get a court order for unpaid debts that permits them to seize and sell all of the debtor consumer’s assets other than “exempt assets.”  Each state designates the amount of its own exemptions.  E.g., in Illinois, a consumer can exempt a car only for $2400, so a creditor can sell a car worth more than $2400, give the consumer $2400 from the sale proceeds, and keep the rest.  The homestead exemption (the value of a consumer’s house) is limited to $15,000 a person.

32. 
The main types of consumer bankruptcy are chapter 7 (where a trustee sells all the consumer’s assets) and chapter 13 (where the consumer writes a 3-5 year plan to pay all debts in full).  For the twelve months ending December 2009, almost 55,000 consumer bankruptcies were filed in northern Illinois alone.  (Administrative Office of the US Courts)

33. 
Although chapter 7 debtors can discharge (i.e., get legally released from) most debts, they cannot discharge out of student loans, debts for fraud, and luxury consumer debts over $500.

34. 
Card issuers are end-running the CARD Act by delivering cards to “small business,” “professional” or “corporate” customers, to whom the CARD Act does not apply.  The 12 largest credit card issuers control an estimated 85 percent of the small business credit card market.  (“U.S. Households at Risk from Business Credit Cards,” May 2011, Pew Health Group study).  For example
(a) 73% of business cards include a late fee (median amount $39).

(b) 67% of business cards included an overlimit fee (median amount $39).

(c) 41% had an annual fee (median amount $67, compared with cards protected by the CARD Act, only 14% of which have an annual fee, with a median amount of $59).
35. Card companies send an average of 44 million direct mail business card offers to 12 million households every month.  Business card solicitations comprise 9.1% of all direct mail market of credit card sot U.S. households.  (Pew Health Study)

36. In a five year period, U.S. households received 28.4 billion credit card solicitations (Pew Health Study).

37. Despite warnings that the CARD Act would raise interest rates, the actual average interest rate consumers paid in the third quarter of 2010 was 12.3 percent, which was below the level in the comparable period in 2007.  (Argus Information and Advisory Services, “CARD Act One Year Later,” Feb. 22, 2011, which we call the Argus Report).
38. In 2007, 39% of new accounts came from mid-prime and sub-prime customers.  The number dropped to 13% in 2009, then rose to 26% in 2010.

39. As a result of the CARD Act, interest rate hikes have dramatically dropped.  In 2010, less than 2% of all cards had their interest rates hiked in the course of the year.

40. In November 2010, consumers paid $427 million in late fees--a lot of money, but less than half of what they paid in January 2010.  The average size of the late fee dropped from $35 to $23.  (CFPB, “The CARD Act One Year Later,” Feb. 22, 2011).

41. As a result of the CARD Act, only about 1% of accounts (down from 12%) are charged overlimit fees.

42. In 2008 only 0.04% of all student loan borrowers were able to discharge their student loan debt through bankruptcy.
43. Students who borrowed for college are expected by the time they graduate in 2012 to average $29,000 in student loan debt.  Two-thirds of college students now graduate with some debt.

44. In 1991 less half of undergraduates finished school with debt, and the average was less than $10,000.

45. By the end of 2011, student loan debt is on track to hit $1 trillion.

46. In the three years ending June 2011, student loan debt increased 25%, even as other types of consumer debt (car loans, home mortgages, credit card debt) declined 5% to 20% over the same period.

47. 41% of borrowes who entered prepayment in 2005 became delinquent or defaulted within five years.

48. Although the unemployment rate in fall 2011 for recent college grads was 10.7%, overall unemployment rate for college graduates in 2010 was 4.7%, as opposed to 14.9% for high school dropouts.  And median earnings for high school grads are only $32,552, as opposed to $53,976 for college grads.
49. In October 2011 the Consumer Financial Protection Bureau (CFPB) proposed a simplified loan disclosure form.  Go to this web site before the end of November 2011 to comment on the form:  http://www.consumerfinance.gov/students/knowbeforeyouowe/.

50. Private loans make up 20% of all student loans.

51. Statistics released on October 25, 2011 show that in-state tuition at public universities increased 8.3% to $8244 from the year earlier period; total costs including room and board increased 6% to $17,131; tuition at private colleges jumped 4.5% to $28,500 and total costs climbed 4.4% to $38,589.  But grant aid and federal loans have increased 30% in last 3 years.

52. Cost of college has soared 538% over the past 30 years.

53. Parents who borrow from the federal government average nearly $6800/year (over $27,000 for 4 years) in federal loans.

54. Median earnings for high school grads 25 and older in 2010 were $32,552, as opposed to earnings of $53,976 for college grads.

55. Maximum amount of a Pell grant is $5500/student/year.  The Pell grant program is up for renewal for the federal fiscal year 2013.

56. As of the fall of 2011, the fixed rates offered on federal education loans to parents and students varied from 3.4% (for Stafford unsubsidized loans) to 7.9% (for PLUS loans).
� 	Most of this credit card information can be found at http://www.pbs.org/wgbh/pages/frontline/shows/credit/ and the links attached to that web site.
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