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Research Question

How does Buy Now Pay Later (BNPL) adoption affect individual 
financial health?
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BNPL
▪ Unregulated consumer loans

▪ Finance the purchase of an item in four installments over six weeks

▪ Interest free, only late fees in case of late payments

▪ Not reported to credit bureaus before 2022 February

▪ Easy to use at the checkout

▪ 1.5-7% merchant fee
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BNPL allows us to examine the effects of increased credit access without large 
borrowing costs



Research Question – BNPL Practitioner Evidence

How does Buy Now Pay Later (BNPL) adoption affect individual 
financial health?

“Shoppers who use Afterpay spend 
+40% more than those who do not”

Afterpay Website

“It is not accurate to say that Affirm 
makes users less financially 
responsible or helps convince people 
to spend more than they should”

Affirm Spokesperson

Reasons adopted BNPL (survey):
- Purchases that won’t fit the budget
- Avoid a hard credit check
- Can’t get a credit card

Reasons adopted BNPL (survey):
- Clear payment schedule
- Convenience
- Avoid credit card interest

Negative Effect Positive Effect
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Motivation

New type of unregulated credit - growing rapidly

Regulatory concerns

Limited research on BNPL

Research Question: 
How does BNPL adoption affect individual financial health?



Key Findings - Consumers’ financial health
immediately deteriorates after BNPL adoption

Figure 2. BNPL Adoption and Overdraft Charges



Data

▪ Proprietary data provider – bank and credit card statements 

▪ 10.6 million unique users

▪ 2015 to 2021

▪ Identification: 1st payment to a BNPL provider

▪ 1.37 million consumers (13.1%) use BNPL



Sharp increase in usage in recent years

Figure 1. Value and Number of BNPL Transactions per Quarter



There are significant differences between BNPL users 
and non-users



Given the large differences between the groups we 
use a matched sample

▪ One-to-one matching centered around BNPL adoption

▪ Matching criteria: location, consumption, financial health



Research Design - DiD analyses for users and matches 
during 8 quarters centered around initial adoption

▪ Financial Health: Overdraft, Interest, and Late_Fee

▪ FE: Consumer fixed effects, State-year-quarter fixed effects
▪ Cluster: year-quarter and consumer 

▪ Controls: Income Tier, Student Loan Ind., Mortgage Ind., Wage 
DD Ind.

𝑊𝑒𝑙𝑙𝑏𝑒𝑖𝑛𝑔𝑖,𝑡 = 𝛽0𝐵𝑁𝑃𝐿_𝐴𝑑𝑜𝑝𝑡𝑒𝑟𝑖 × 𝑃𝑜𝑠𝑡𝑖 ,𝑡 + 𝛾0𝑃𝑜𝑠𝑡𝑖 ,𝑡 + 𝑋𝑖 ,𝑡
′ 𝛿0 + 𝜂𝑖 + 𝜇𝑠,𝑡 + 𝜖𝑖 ,𝑡 
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Consumers’ financial health immediately deteriorates 
in the quarter after BNPL adoption

Figure 2. BNPL Adoption and Overdraft Charges



The decision to adopt BNPL is likely endogenous, so 
we use IV analysis

▪ BNPL exposure due to prior shopping at BNPL collaborating 
retailers

▪ Relevance condition: Walmart consumers are more likely to 
use BNPL after the partnership than consumers at other stores

▪ Exclusion restriction: The partnership is out of each consumer’s 
control and unlikely to affect individuals outside BNPL



1st stage IV – one std increase in exposure is associated 
with a 15% increase in probability of adoption



2nd stage IV – instrumented BNPL adoption is 
associated with an 8.9% increase in overdraft charges



We address several potential concerns

Concern #1 - Consumers approaching financial difficulty change their 
habits and start shopping at BNPL retailers 

▪ Alternative instrument measured in quarters (t-6, t-3)

Concern #2 - Long measurement window

▪ Narrower measurement window

Concern #3 - Covid pandemic

▪ Remove Covid pandemic from the analysis



We address several potential concerns (cont.)

Concern #4 - Overdraft and late fees are non-negative count 
variables

▪ Poisson regression

Concern #5 - Exclusion of BNPL users with limited banking data

▪ Matching using one quarter of pre-adoption data 



BNPL users increase their consumption and there is a 
substitution effect with credit card consumption

Table 8. BNPL and Consumption 



Limitations and Caveats

▪ Selection effects or an unobserved contemporaneous shock

▪ We cannot examine bankruptcy

▪ BNPL is a young market 

▪ We mostly include consumers with extensive banking data

▪ We cannot identify BNPL late payments or delinquencies

▪ We can’t identify what consumers are buying using BNPL
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▪ BNPL adopters experience rapid decrease in financial health

▪ Among first archival evidence on BNPL

▪ Regulatory implications

Summary and Implications



▪ BNPL adopters experience rapid decrease in financial health

▪ Among first archival evidence on BNPL

▪ Regulatory implications

Or more importantly:

“It's easy to get sucked in”
BNPL User

Summary and Implications
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