
FACT SHEET #2
PAYDAY LENDING 
DOESN’T SOLVE A 

FINANCIAL EMERGENCY, 
IT CREATES ONE EVERY 

TWO WEEKS. 
•  Kentuckians lost $158 million in 

payday lending fees in 2008.

•  Demand is a fraction of what the 
industry reports —3 out of 4 payday 
loans are the result of borrower 
churn in which borrowers take out 
an additional payday loan to repay 
the one that’s come due.

•  Payday loans reduce household 
income and lead to higher rates of 
bankruptcy, credit card default, and 
involuntary bank account closure 
due to overdrafts.

•  Payday lending isn’t a legitimate 
credit alternative. It’s a debt trap.

The Kentucky Coalition for Responsible Lending
 is a statewide coalition dedicated to 

protecting family assets by eliminating 
abusive financial practices.

“We did not ban small consumer loans… Rather 
we capped the interest rate at a level that  
created a reasonable expectation that the  

borrower could pay it back “ 
– Ohio House Speaker Jon Husted, R-KetteringProtecting family assests,

 promoting responsible lending
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Email: KCRL@communityaction.org 
http://kyresponsiblelending.wordpress.com

BETTER ALTERNATIVES EXIST. 

•  Research indicates that imposition of a 36 percent 
rate cap had no significant impact on the availability 
of credit for households in North Carolina. 

•  Traditional small loans - at 36% or less - from con-
sumer finance companies increased by nearly 40 
percent after the rate cap was enacted in North 
Carolina; a result of leveling the financial services 
playing field.

•  After Congress capped rates for military families at 
36%, banks and credit unions increased availability 
of small dollar loans to meet immediate cash needs 
of men and women in uniform.

•  States with two digit interest rate caps have saved 
citizens nearly $2 billion per year.

A 36% APR cap forces payday lenders to lower their  
fees significantly for a two-week loan, making it possible 

for borrowers to pay off the loan without the need to  
immediately re-borrow. 


