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1. Introduction

This Consumer Complaint Research Brief  analyzes consumers who submit complaints to the

Consumer Financial Protection Bureau (CFPB).2It is the firstin -depth analysis published by the

CFPB that seeks to understand which communities are submitting complaints and whether

differences exist across various demographic and socieeconomic groups.2 Understanding such

differences is important as consumer complaints are one of the primary ways the CFPB hears

from consumers. Their complaints 8 and how companiesresponddi nf or m t he CFPBO6s ef
supervising companies, enforcing federal consumer financial laws, writing rules and regulations,

and educating consumers.

To better understand which communities are submitting complaints and whether differences
exist across several demographic and socieeconomic groups,we match census tract-level
consumer complaint data to data fromthe U.S. Census 2019 American Community Survey
(ACS).4 Using ACS tract-level data as a proxyis necessary becausehte CFPBonly collects limited
demographic information via the complaint process. Given this approach, our analysis isbest
thought of as comparing different American communities. Additionally, our ability to link
consumers across complaintsusinga consumer 6s i de nwhicHignotagilablen f or ma't
to the public, allows us to better account for consumerswith issues that span multiple products
or companies, as well as consumers that submit multiple complaints about a single issue.The
data setincludes three years of dat® from 2018 to 2020. In total, more than 63,000 tracts, out
of more than 74,000 total tracts, h ad at least one complaint in the data.

We map complaints to a credit life cycle consisting of loan origination; servicing of performing
|l oans (fiperforming servicingo); delinquent and di
ser vi ci ng dneportiagfFadyurel). &hisiapproach allows us to examine consumer®

1 This research brief was prepared by Lewis Kirvan and Robert Ha.

2 The Dodd-Frank Wall StreetReform and Consumer Protection Act directed the CFPB tofacilitate the centralized
collection of, monitoring of, and response to consumer complaints regarding consumer financial products or
services.SeeDodd-Frank Wall Street Reform and Consumer Protection Act of 2010, Pub. L. No. 111203 (Dodd -
Frank Act),Se¢ i on 1013(b)(3); see also A 1002(4) (AThe term dédconsu
or representative acting on behalf of an individual.od).

The CFPB published a complaint bulletin that summarized complaints at the county-level. SeeConsumer Fin. Prot.
Bureau, Complaint Bulletin: County -level demographic overview of consumer complaints (Apr. 2021),

4uU. s. Census 2019 American Community Survey (fi2019 Ameri can C

important statistics d e.g., race, ethnicity, education, language, employment, etcd for every community in the
nation).
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financial experiencesmore broadly, rather than attemptingto addressall 13 products, and more
than 40 sub-products about which consumers can submitcomplaints. Credit reporting, unlike
other products and services, occurs throughout the credit lifecycle (e.g., creditors rely on credit
reports at origination; servicers furnish payment activity; debt collectors may furnish
delinquencies; etc.). Figure 1 reflects this unique feature.

FIGURE 1: THE CREDIT LIFE CYCLE

LOAN PERFORMING DELINQUENT
ORIGINATION SERVICING SERVICING

V)

CREDIT REPORTING

This research brief analyzes the relationship between census characteristics of a community and
the share of consumers complaining about each stage of the credit life cyclan that community .
In doing so it extends and qualifies prior research on complaints by using the CFPB6 s -public
data and matching to census information at a more preciselevel, by using consumers as our
main unit of analysis instead of complaints , and by utilizing domain expertise to classify
consume r coraplaints into an overarching credit life cycle. We believe that these differences
allow us to paint a more accurate picture of how complaints vary with the demographic
characteristics considered. Our approach isexplained in the next section.

Throughout the report, we analyze complaint submission rates (i.e., the number of consumers
who complain perresidentin a census tract). Some key findings from this reportinclude:

A Lowerincome census tracts, and census tracts with a greateconcentration of minority
populations are associated with greater rates of submitting credit reporting complaints
and delinquent servicing complaints.
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A Higher income census tracts tend to submit a greater share of complaints about loan
originationand performing servicing than lower income census tracts.

A A largeincrease in complaints about loan originations in 2020 (driven by mortgage
complaints) was centered in higher income census tracts and census tracts with fewer
minorities.

A Census tracts with the highest share of white, non-Hispanic consumers submit
complaints about loan originations at more than twice the rate as the census tracts with
the highest share of Black or African American consumers.

A Census tracts with the highest share of Black or African American consumers submit the
most complaints per resident.

A Census tracts with a median income between 80% and 120% of theirmetropolitan
statistical area (MSA) or county median tend to submit fewer complaints than census
tracts with median incomes less than 80% of their MSA or county median and fewer
complaints than census tracts with median incomesgreater than 120% of their MSA or
county median.®

This research brief is organized as follows. Setion 2 of this report discusses the use of
complaints and demographicinformation. We describe our approach and contrast it with recent
work that other researchers have done combining complaints with demographic information.
Section 3 provides a high-level overview of the dataset. Section 4 develops our analysis further
and looks at how the differences in the use of products by demographic groups has changed
from2018to 2020. Section 5 provides two case studies on specific geographic areas tshow
some trends and issues we identify in prior sections. Finally, Section 6 offers concluding
remarks and contemplates future engagementsabout this research.

5 We comparedtract-l evel i ncome to an enclosing areaés median i ncome.

metropolitan areato the metropolitan medianincome. For rural areas we compare tracts to their counties. Section
2.3 describesthis calculation.
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2. Consumer complaints and
demographic information

On July 21, 2011, the CFB began accepting consumer complaints. Since then, consumers have
submitted more than three million complaints to the CFPB about a variety of consumer financial
products and services® About a quarter of thesed more than 700,000 complaints & have been
submitted since the declaration of the coronavirus (COVID -19) national emergency on March
13, 2020. The CFPB has published several Complaint Bulletins analyzing these complaints’

Consumerco mpl ai nts are integral to the CFPBO6s wor k. E
responding to consumer complaints, the CFPB hears directly from consumers and can better

understand the types of challenges they are experiencing in the marketplace. The CFPB alsbhas

insight into how companies are responding to thei
consumer complaint data, including complaint narratives, through the public Consumer

Complaint Database (Database}is, increasingly, being usedin a variety of research contexts.

Compl aint data have been used to understand consu
marketplace,°f i r ms &6 responses t o &thareladionshppbeavdenani str at i o
consumer 6s affect and t hei rprogcessjandesenasmadournegorof t he
educational resources on developing supervised machine learning models using text datat!

6 When consumers submit complaints to the CFPB, the CFPB routes their complaintsd and any documentsthey
provide o directly to financial companies, and works to get consumers a timely response, generally within 15 days.
SeeConsumer Fin. Prot. Bureau, Learn how the complaint process works,
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2.1 Externalwork

Several recent studies conducted by external and other government researchers have connected

consumer complaintsfromt he CFPB&6s Database with proxy demogr
race, ethnicity and economic circumstances of consumers who have submitted complaints to the

CFPB.

A working paper by Davesh Raval of the Federal Tr
Economics examined consumer complaints submitted from 2014 to 2018 using data from

Consumer Sentinel,’2a database that aggregates complaints submitted to federal and state

government agencies, such as the CFPB and the FTC, and to private entities like the Better

Business Bureaus (BBBs)!3 Using the addresses linked to the consumer complaints, Raval

connected the complaints with ZIP code-level U.S. Census demographic data fromthe 2008

2012 ACS4

Using theseproxy demographic data, Raval found that greater complaint rates were associated

with communities that were more heavily Black or African American, more educated, higher

income, older and more urban. Lower complaint rates, on the other hand, were associated with

communities that were predominantly Hispanic or Latino and had larger household sizes. In

reaching these conclusions, Raval warns that fbec
ZIP code-level, any inferences on demographics are best thought of as reflecting differences

between differenttypesof American commd®ni t i es. O

Another working paper, conducted by researchers Taylor Begeley from the Washington
University in St. Louis and Amiyatosh Purnanandam from the University of Michigan, examined
consumer complaints submitted from 2012 to 2016 to analyze indications of mortgage product
quality as determined by complaints citing fraud, mis -selling, and poor customer service.Like
Raval, these researchers linked the consumer complaints to U.S. Census Data (i.e., 2010 Census
and the 2012 ACS) at the ZIPcode-level.16

12 seeDevesh Ravd, Which Communities Complain to Policymakers? Evidence from Consumer Sentinel , Economic

13Dodd-Frank Act, supranote2,at Secti on 1013(b)(3)(D) (fithe Bureau shall sh
withéthe Federal T 8eaaseedzoahTnadesConnu, Cangdumer Sentinel Network,

14 More granular data, such as ZIP code information, is available to CFPB analysts and researchers, as well other users
of complaint data, such as the researchers atthe FTC.

15 See Raval supra note 12.

16 SeeBegley & Purnanandam,supra note 9.
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Looking exclusively at mortgage complaints, Begeley and Purnanandam found that there were
more complaints in ZIP codes with lower incomes and educational attainment and larger
minority populations, after controlling for mortgage lending rates.

Another recent study, a working paper by Charlotte Haendler and Rawley Heimer of Boston
College,looks atdifferences in company responses to complaints across different communities
and under different political administrations. The researchers examined consume r complaints
submitted from January 2014 through March 2020, and the rates at which firms provided relief
over this period. This paper also relied on ZIP code matching to census data to approximate
socioeconomic demographics of the consumers who submittedthese complaints.t’

Haendler and Heimer foundt hat consumer complaints submitted to the CFPB from zip codes
associated with low socioeconomic status (i.e., low median household incomes and high shares
of residents who are African American) were less likely to be closed with financial restitution
than those from zip codes associated with high socioeconomic statuskor reference, the

researchers defined complaints closed with financ
monetary reliefo in the Database.

The researchersalsofound that their observ ed disparity in complaint outcomes existed despite

no major socioeconomic differences in submission rates. They observed that this socioeconomic

gap in financial restitution increased significantly under the Trump administration

2.1.1 Discussion

The CFPB welcones scholarshipusing consumer complaint data. 8 All three papers extend our
collective knowledge of the financi al mar ket pl ace
financial firmsdé behavior, as revealed by compl ai

This research briefusesour access to norpublic identifying and address information. Our
internal complaint database includes personal information and unique identifiers that enable
improvements upon what can be accomplished with our public release of data. For example, all
complaint s are routinely geocoded and matched to corresponding census geographieslhis
additional information allows us to extend and qualify this prior external researchin several
ways. Wecan perform more precise census area matching Wecan track consumers across
multiple complaints , enabling us to focus our analysis on consumersAnd because of significant
domain knowledge and experience reading and reviewing complaints,we canusea novel

17 seeHaendler & Heimer, supra note 10.

18|ndeed, it was one of several rationales for making complaint data available to the public. See e.g.Disclosure of
Certain CreditCard Complaint Data, 76 FR 76628 (Dec.8, 2011).
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approach to classifying complaints. We believe that thesedifferences allow us to paint an
accurate picture of how community level complaint submission varies with the demographic
characteristics considered. While we do offer some limited discussion of possible interpretations
of this data, this report does not seek totest any of the possible causal explanations for the
differences we identify.

CENSUS AREA MATCHING

All three studies make analytical assumptions in linking the location data available onthe

Database to U.S. Census demographic data. But thisnight be problematic for several reasons.

To begin, thereis a lack of standard correspondence betweentheUS.€nsus 6 ZI P code
tabul ation areas (ZCTA) and t he dothéDatabdaseda al Ser vi
reduce reidentification risk, some of the U.S. Postal ZIP codes available on the Database are

truncated to the first three digits.

Theresearchersar i ed in their approaches to this issue.
with the U.S. Census ZCTA data and conceded that not all complaints lined up perfectly. Begeley

and Purnanandam instead aggregated census tractlevel population data to the ZIP code-level by
calculating the proportion of the population that resided within the tracts in the given ZIP code.

They filtered out complaints mapped to a three -digit ZIP code. Lastly, Haendler and Hiemer

mapped the ZIP codes of complaints to county-levelU.S. Census dataWhen a complaint on the

Database is mapped to a threedigit ZIP code, Haendler and Hiemer averaged the demographics

of the potentially corresponding counties by population.

This research brief uses dat adatdbase, matchihngecomnplRimsBo s i nt
with a valid address (nearly all complaints) to U.S. Census tracts.Thus, we bypass any

difficulties in reconciling complaints to census geography. Moreover, by usingdemographic data

at the census tractlevel, our demographic approximations should be more precise than those at

the ZIP code- or county-level.1®

ANALYZING COMPLAINTS VS ANALYZING CONSUMERS

All three of these studies use consumer complaints as the base measure to reference with

demographic data. Thismeasure poseslimitations, as some problems may prompt consumers to

submit complaints about multiple companies related to a single issue or problem. For example,

a consumer 6s problem with a credit or consumer r e
about a data furnisher and one or more consumer reporting agencies.Access to nonpublic

identifying information allows us to avoid double counting when the consumer submits multiple

complaints about the same product life cycle. As shown in Figure 3 belowin section 3, the

19 SeeU.S. Census Bureau, Standard Hierarchy of Census Geographic Entitie§Nov. 2020)
https://www.census. gov/housing/hys/files/currenthvspress.pdf __(last accessedsep. 7, 2021).
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number of consumer complaints and unique consumers has diverged over time, especially for
credit reporting complaints. As explained mo re fully in the next section, this research brief
measures the complaint-submitting behavior of individual consumers.

CFPB INTAKE OF COMPLAINTS

Lastly, the process for consumers to submit complaints has evolved since the CFPB first opened
and started collecting complaints in 2011. The types of products and sub-products available on
the CFPB complaint form expanded through 2016 as new products were introduced (Figure 2).
For instance, the CFPB began accepting complaints for prepaid cards, credit repair, debt
settlement, and pawn and title loansin July 2014, virtual currency in August 2014, and federal
studentloan servicing in February 2016.

FIGURE 2: TYPES OF COMPLAINTS OVER TIME

Bank accounts Prepaid cards,

and services, credit repair,

private student debt settlement, Federal
Credit loans, and Credit Money Debt Payday and pawnand  Virtual student loan Marketplace
cards Mortgages consumer loans  reporting transfers collection  loans title loans currency  servicing lending
July 21, December 1, March 1, October 22,  April 4, July 10, November 6, July 19, August 11, February 25, March 7,
2011 201 2012 2012 2013 2013 2013 2014 2014 2016 2016

The consumer complaint form, used by most consumers who submit complaints, was revisedin
April 2017 to streamline and reorganize some product and issue options, as well as to make
some plain language improvements.2° In addition, changes to the form gave consumerswith
credit reporting complaints the option to identify each company involved in the problem and
have thecomplaint sent to each company simultaneously. As a result of this 2017 revision, some
products and issues experienced notable changes in complaint volume. Because companies may
triage complaints based on the products and issues that are cited in them, changes in complaint
intake could have produced downstream effects on consumer outcomes.

As the intake of complaints has not been constant, it is difficult to exclude the possibility that
formrevision played a role in any differe nces observed between the periods before and after the
revision. For research projects that span this period, special care should be takento account for
changes to these products and issues. To mitigate these potential issues, our analysis relies only

20 seeConsumer Fin. Prot. Bureau, CFPB Summary of product and sub-product changes (Apr. 24, 2017),
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on complaints submitted through the online form or over the phone during the 2018 -2021
period.

2.2 The creditlife cycle

This report takes a novel approach to classifying and analyzing complaints. The CFPB accepts

complaints in 13 major product areas, many sub-products, and many issuesand sub-issues This

level of granularity provides rich and specific information across the spectrum of products that

consumers use and about the issues they have with those products. This brief is intended to

provide abroaderviewo f consumer sd te x peraiboemdeds he forest of
with borrowing, not the trees.

Accordingly, based on the c¢onswemmpcomgplaiothanioce of pr
one of four broader problem areas that correspond to the potential life cycle of a range of credit

products. These areas are loan origination, performing servicing loans, delinquent servicing, and

credit reporting. This mapping is available in the Appendix. Complaints about bank accounts,

money transfer services, and other financial products that do not primarily involve the extension

of credit are excluded from this mapping. Because short-term lending products have a life cycle

that differs from other types of credit in substantial ways, they were also excluded.

Additionally, to account for the differing behavior of complaint submitters across products, this
analysis does not focus on total complaints. Rather, within each census tract, we count each
unique consumer once per year for each credit life cycle category Aout which they submitted a
complaint. This method accounts for the complexity of some complaints that touch on multiple
aspects of the credit life cycle as well as the tendency of consumers to submit multiple
complaints in some product areas. For example,if a single consumer had a mortgage servicing
issue that led to negative credit reporting, and the consumer submitted a mortgage servicing
complaint against their mortgage servicer and a credit reporting complaint against each of the
nationwide credit rep orting agencies, they would be counted for two stages of the credit life
cycled once for performing servicing and once for credit reporting. This method allows us to
make statements about the shares of consumersin a given census tract who complained about
each life cycle category.

Table 1 below shows total complaints and the total unique consumers for each of these life cycle
categories.We use a combination of full name and email to identify unique consumersin the
dataset. Because we rely on product and issue selection our sample is also limited to complaints
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submitted through the online form or over the phone (i.e., those complaints whe re consumers
affirmatively made a product and issue selection).2!

TABLE 1: COMPLAINTS AND CONSUMERS ACROSS THE CREDIT LIFE CYCLE. ALL VALUES ARE IN

THOUSANDS.
Life cycle 2018 2018 2019 2019 2020 2020
category Complaints Consumers Complaints Consumers Complaints Consumers
Loan origination 6,763 6,162 7,482 6,711 9,651 8,825
Performing 29,117 25,866 30,164 26,851 33,548 29,494
servicing
Delinquent 53,194 38,025 49,652 35,306 54,554 36,643
servicing
Credit reporting 99,505 38,587 131,032 49,098 271,134 86,171

2.3 Demographics

This report relies on matching consumer address information to census tracts. We consider four

tract-level demographic measures: percentage of area median income (AMI), share of Black or

African American residents, share of Hispanic or Latino residents, and share of Asian American

or Pacific Islander residents.??2We treat the community -level differences described in this report

as reflective of differences in communitiesd use
diff erences do reflect some aspects of consumer so e
should be interpreted with care as they may reflectseveralother factors, including the

availability of products and services, different patterns of use by different groups, and different

communities propensity for , or ability , to complain.

To calculate the percentage of AMI, we compare census tract median income to a larger

enclosing ar eads -BesdallbGtatistical AneasyCBSAS) afeasedceto identify

relevant medians for this comparison; where census tracts do not fall within CBSAs, county-

level medians are used. For example, a tract with a median income of $74,000 ina CBSA with a

medi an income of $100, 000 is at 7 A4Hsmeaburetaltee ar ea 6 s
less than 80%, between 80 and 120%, and greater than 120% of area medians.

To understand how communities with different racial or ethnic characteristics experience the
credit marketplace differently , wegroup the census tract level share ofresidents for a particular

21\e exclude a small number of complaints that are received viadirect mail.

22 pAsian American or Pacific Islander includes two census categories: Asian and Pacific Islander. We also somémes
provide information aboutwhite, non -Hispanic share for comparison or baseline.
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race or ethnicity, and comparisons are made between census tracts with the highest share of a
race or ethnicity and census tracts with the lowest share of a race or ethnicity.2® This table
shows the raw population totals, number of census tracts, and share of minority populations for
the groups.2* Throughout the rest of this report, we will refer to these groupsa s fi,hdi g h
i medi @amd i bhehighestgroupis the group with the greatest share of a minority
population or the highest area median income.

A detailed table, providing complaint and population information for these bins across the
credit life cycle, is included in the Appendix.

TABLE 2: MINORITY POPULATION AND TOTAL NUMBER OF TRACTS FOR UNIVARIATE CLUSTERING
BINS FOR DEMOGRAPHIC GROUPS. ALL VALUES ARE IN THOUSANDS.

Minority population

Group Bin total Number of tracts Share minority total
Black or African American

High (> 54%) 14,961,255 5,646 35.95%

Mid (between 17%and g 5.5 547 11,388 37.29%

54%)

Low (< 17%) 11,137,516 56,264 26.76%
Hispanic or Latino

High (> 56%) 25,121,229 6,694 40.68%

Mid (between 20%and 5, 414 gag 12,970 34.68%

56%)

Low (< 20%) 15,219,214 53,634 24.64%
Asian American or Pacific Islander

High (> 33%) 4,796,927 1,956 25.89%

i 0,

Mid (between 9%and  ; gqg 97 9,268 41.39%

33%)

Low (< 9%) 6,064,686 62,074 32.73%

23 We use univariate clustering to identify appropriate cut points for our bins. This method of binning is designed to
identify groups of tracts that have a more concentrated minority population, compared with simple quantiles. The
breaks for the groupsare identified in Table 2. With this method the cutoffs are determined by clusteringthe census
tract level sharesusing the k-means algorithm with three clusters. This meth od of clustering univariate data is often
used in mapping contexts because it identifies natural breaksthat can make choropleth maps more readable and
accurate.Compared with bins that cut tracts based on a fixed share (i.e., thirds), this method increases the
difference in percentage share between the high and low bins, while also increasing the number of tracts and total
population in the highestconcentration bin .

24 As mentioned above, for the three years of complaint dataincluded in this report, appro ximately 10,000 census

tracts (out of more than 74,000) were not observed. These tracts were coded as having zero complaintsand zero
complaining consumers but were included in the binning process for income and race or ethnicity.

12 CONSUMER FINANCIAL PROTECTION BUREAU



3. Data overview

The volume of consumers submitting complaints to the CFPBhas increased significantly over
the last 18 months, from February 2020 to July 2021. In particular, we saw large increases in the
volume of consumers with credit reporting and loan origination complaints that roughly
coincided with the declaration of COVID -19 national emergency in March 2020.

Figure 3 is indexed to January 2018 and includes monthly time series of total consumers
submitting complaints to the CFPBfor each of the credit life cycle categories. Thetop left plot,
which contains information forloan origination , shows large increases in monthly complainant
volume, with steep upticks starting in the summer of 2020. The volume of consumers with loan
origination complaints, driven mainly by mortgage complaints, is now around 50% higher than
it was at the beginning of 2018. Much of this volume appears to be related to refinancing of
existing mortgages as consumerdry to take advantage of historically low interest rates.

FIGURE 3: INDEXED MONTHLY TIME SERIES OF CREDIT LIFE CYCLE STAGES FOR NUMBER OF
CONSUMERS. SERIES ARE INDEXED TO JANUARY 2018 VALUES.
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Thenumber of consumers with creditreporting complaints increased even more. Beginning in
March 2020, the number of consumers with credit reporting complaints increased rapidly from
levels that were already elevated in 20192 Because of its unique role in the credit life cycle,
downstream from past credit and upstream from new credit, the increase in the number of
consumers with credit reporting com plaints may also bear some relationship to consumer
attempt sto improve credit scores as they seek new credit, especially given current mortgage
interest rates.

The number of consumers with servicing complaints temporarily increased following the onset
of the pandemic. Many of these complaints involved consumers attempting to resolve credit
card disputes for transactions, such astravel plans that were cancelled because of the
pandemic.26 The number of consumers with d elinquent servicing complaints have declined
slightly from their 2018 levels and remained low throughout 2020. This decline suggests that
the Coronavirus Aid, Relief, and Economic Security (CARES) Act, which became effective in
March 2020 and provided relief for struggling homeowners with federally backed mortgages
have been effective?’

Student loan servicing complaints in particular saw large declinesin volume. Beginning in

March 2020,the U . S. Depart ment o éf FeBetalStualdntiAa and the CARESI c e
Act providedrelief to borrowers with government-owned federal student loans.28 Relief included
suspension of loan payments, a 0% interest rate, and stopped collections on defaulted loans.

We also look at how complaint submission rates vary with the demographic characteristics we
are considering. But, before we do, a word of caution on interpretation of these results.
Differences in the complaint submission rates of communities with differing demographic
characteristics do not necessarily reflect only differences in the incidence of issues consumers

25 seeConsumer Fin. Prot. Bureau, Consumer Response Annual Report (Mar.2021) at Section 4.1,

26 |d. at Section4.3.

27 |n March 2020, Congress passed the Coronavirus Aid, Relief, and Economic Security (CARES) Act that, among
other things, provided relief to homeowners. Underthe CARES Act, homeowners with an eligible mortgage who had
experienced financial hardship due to the pandemic had the right to request and obtain a forbearance on their
mortgage for up to 180 days. Homeowners additionally had the right to request and obtain an extension for up to
another 180 days (for a total of up to 360 days). The CARES Act also esthlished a moratorium on mortgage
foreclosures. Seel5 U.S.C. § 9056(c). Borrowers with certain types of mortgages who requested additional
forbearance were able to extend theirforbearance for up to 18 months.SeeConsumer Fin. Prot. Bureau, Learn
about mortgage relief optionsand protections, https://Awww.consumerfinance.gov/coronavirus/mortgage. . -and-

Bulletin: Mortgage forbearance issues described in consumer complaints, supra note 7.

28 5eeU.S. Department of Education, Coronavirus and Forbearance Info for Students, Borrowers, and Parents:

(last accessed Sep. 7, 2091See alsoConsumer Fin. Prot. Bureau, Complaint Bulletin: COVID -19 issues described in
consumer complaints, supra note 7, at Section2.
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are having. These differencesalmost certainly reflectseveraldi st i nct f actors: cred
availability in a particular community and the terms on which it is offered, the patterns of use of

those products by different groups of consumers, the incidence of different problems inthose

communities, and the rate at which different consumers come to the CFPB with the problems

that do occur. More fully addressing the range of causal factors that give riseto the differences

we observein different c 0 mmu n tenidgnéy $o submit complaints is beyond the scope of this

report, which is focused primarily on providing a thorough description of the se differences

Given these unknowns, we treat the community-level differences described in this report as
reflective of differences in communitiesd tendenc
issue or product. These differencesdoreflectaspet s of consumersé differing

credit marketplace but should be interpreted with caution given these limitations.

Figure 4, below, shows estimates of the number of consumers complaining per every thousand

residents, across the range of demogaphic characteristics. For groups other than Black or

African Americans, as the share of a race or ethnicity increases the rate of submitting first

increases and then slowly declines. By contrast, as the share of African American residents

increases, therate of submitting complaints continues to increase across virtually the whole

range of shares.This difference is substantial, but it is unclear what factors contribute to the

higher rates of submission in communities with a high share of Black or African American

residents. One possible explanationis that it reflectsneighborhoodi| ear ni ng o daef, s o me
information about the complaint process may have spreadsignificantly in some Black or African

American communities.
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FIGURE 4: ESTIMATED MEAN NUMBER OF RESIDENTS SUBMITTING COMPLAINTS PER 1000 RESIDENTS
FOR TRACTS FROM ZERO TO HUNDRED PERCENT SHARE OF RACE. CONDITIONAL MEANS
ARE ESTIMATED USING CUBIC REGRESSION SPLINES. CONFIDENCE INTERVALS ARE 95%.

Share Asian or Pacific

hare African American
Share ca erica Islander

Share white,
non-Hispanic

Number of complaining residents per 1000

0 25 50 75 100 0 25 50 75 100
Percentage share of consumers

me==  Share African American === Share Latino/Hispanic

Share Asian or Pacific Islander === Share white, non-Hispanic

For the share ofBlack or African American residents, the estimated number of residents
submitting complaints per thousand peaks at nearly 2.4 for tracts with the greatest percent
shareof Black or African Americans. Census tracts with the greatest shares oBlack or African
Americans (over 95%) have estimated complaint rates that are double the rates for tracts where
around 5% of residents areBlack or African American. By contrast, the number of residents
submitting complaints peaks at around 1.4 complaining consumers per thousand residents, for
tracts that have around 25% Hispanic or Latino residents. The average number of consumers
submitting complaints for tracts that are 95% Hispanic or Latino is around half the average
number of complainants in the least concentrated tracts.

Looking across the values of AMI in Figure 5, below, provides insight into which consumers

submit complaints to the CFPB. The lowest-income census tracts submit the most complaints;
census tracts with median i ncomes aincane hade 4 0 %
around 1.3 consumers submitting complaints per thousand residents. Census tracts at around
100% of AMI have only one resident submitting complaints per thousand residents. The number

of complainants again increases in census tracts with medianincome around 200% of the larger
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ar eads me dwith roughlylc2@angumers submitting complaints per thousand
residents.

FIGURES: ESTIMATED MEAN NUMBER OF CONSUMERS SUBMITTING COMPLAINTS PER 1000
RESIDENTS FORTRACTS ACROSS THE VALUES OF PERCENTAGE OF AREA MEDIAN
INCOME. CONDITIONAL MEANS ARE ESTIMATED USING CUBIC REGRESSION SPLINES.

0.9

0.6

Number of complaining residents per 1000 residents

0 100 200 300 400
Percent of area median income

The Appendix to this report provides additional detail about how demographic characteristics
vary across the credit life cycle. We include this appendix to provide additional context to help
better understand how census tract-level demographic characteristics vary with different shares
of complaints about the credit life cycle. It presents a series of plots depicting the coefficients of
models fit to each year of the data. Eachmodel predicts the census tract-level demographic
characteristic using the shares of consumersin each life cycle. Each plotis also accompanied by
relevant predictive comparisons.
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4. Analysis

This sectiontakes a deeper look at how the demographic characteistics of communities vary
across credit life cycle stages. In each demographic bin, we examine the share of consumers
submitting complaints about a particular life cycle stage. Because consumers can, andoften do,
submit complaints about more than one lif e cycle category, the total shares in this section do not
sum to 100%. We also calculate and consider the relative difference inthese shares betweenthe
high bin (i.e., the bin with the highestincome or share of race) and the low bin (i.e., the bin with
the lowestincome or share of race). The relative difference is calculated as follows:

YO QO aé daéo

By looking at these relative differences, we can comparethe credit life cycle categories, even
where there is a large difference in the overll share of consumers submitting complaints
between categories, because all the values are on the same scai@We then look at how these
percentage differences have evolved over the last three years.

4.1 Income

We first examine the relationship betweenacommu ni t y6s percentage of
consumers in those communities who have submitted complaints about each credit life cycle
category.

As shown in Figure 6, below, there are noticeable differences inthe shares of consumers
submitting complaints about each credit life cycle category between AMI percentage bins, with
large differences across all categories between the lowest AMI bin (i.e., an AMI percentage lower
than 80%) and the highest (i.e., an AMI percentage higher than 120%).

29 For example, roughly ten times as many consumers complain about creditreporting as complain about loan
originations.
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FIGURE6: SHARES OF CONSUMERS FROM DIFFERENT RELATIVE INCOME CATEGORIES WHO
SUBMITTED COMPLAINTS ABOUT EACH CREDIT LIFE CYCLE CATEGORY
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As the graph shows, 5% of consumers from the lowest AMI bin submitted complaints about loan
origination versus 8% from the highest AMI bin.

In addition, credit reporting was the credit life cycle category that captured the biggest share of
consumers for all income bins: 55% share of consumers from the lowest AMI bin versus 42%
fromthe highest AMI bin.

The credit life cycle category shares fromthe middle AMI groups are generally situated between
the low and high AMI groups and highest AMI, except in the case of delinquent servicing. This
suggests that the other credit lifecycle categoriessharedecreasesor increasesdependent on that
life cycle groups median income. For communities with relatively high incomes, complaints
about loan originations and performing servicing are relatively more common and complaints
about credit reporting and delinquent servicing are relatively less common.

The relative difference in shares between the high and low income bins, depicted in Figure 7,
provide a measure of the degree to which complaints about a particular lifecycle category are
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presentin communities with higher income at a greater rate (positive values) or present at a
lesser rate (negative value).

FIGURE7: RELATIVE DIFFERENCE IN SHARES BETWEEN TRACTS WITH 120% OR GREATER OF THE
AREA MEDIAN INCOME AND TRACTS WITH 80% OR LESS OF THE AREA MEDIAN INCOME FOR
THE STAGES OF THE CREDIT LIFE CYCLE

Loan origination .
Performing servicing .
Delinquent servicing .

Credit reporting .

25% 0% 25% 50%

Positive values mean tracts with AMI > 120% residents have a greater share. Negative values meantracts
with AMI < 80% residents have a greatershare.

Communities with the highest AMI submitted complaints about performing servicing at a
frequency of 67%greater than those from the lowest AMI bin. On the other end of that
spectrum, the share of consumers from the highest AMI bin submitting complaints about credit
reporting was 23% lower than for the lowest AMI bin. Credit reporting is the credit life cycle
category that is the most underrepresented in the highest AMI bin.
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FIGURE8: MONTHLY TIME SERIES OF RELATIVE DIFFERENCE BETWEEN CENSUS TRACTS WITH
HIGHEST INCOMES AND CENSUS TRACTS WITH LOWEST INCOMES FOR THE STAGES OF
THE CREDIT LIFE CYCLE

150%

100%
Credit life cycle

=== | oan origination

Performing servicing

50% : Delinguent servicing

Credit reporting

Percent difference between high and low bins

2018 2019 2020

Positive valuesmean tracts with AMI > 120% residents have a greater share. Negative values mean tracts
with AMI < 80% residents have a greater share.

Figure 8, above, shows how differences between the highest AMI bin and the lowest increased
substantially during 2020 for loan originationand performing servicing. The main issues
accounting for these changes relate to applying fo® or refinancing 8 an existing mortgage,
closing a mortgage, and issues getting a credit card.

The relative difference in share between the high andlow bins declined for delinquent servicing
somewhatin 2019 and 2020. Thistrend is in line with other research suggesting that lower
income consumers are using stimulus payments to pay-off debts at a fairly high rate. 30

30 seeOlivier Armantier etal., iHow Have Households Used Their Stimulus Paym¢
the Next?,0 Feder al Reserve Bank of 202@w Yor k, Liberty Street
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4.2 Race and ethnicity

This sectionfocuses on the three largest minority groups in the U.S.: Black or African
Americans, Latinos or Hispanics, and Asian American or Pacific Islanders. We also include
information about white, non -Hispanic residents for comparison. This section follows the same
approach used with income, by first looking at differences in credit life cycle categories for these
groups and looking at how these differences have evolved over the last three years.

We first examine the relati ons hiwhiementHiggaeinn a
residents with the share of consumers submitting complaints about each credit life cycle
category.

As shown in Figure 9, below, there are noticeable differences inthe shares of consumers
submitting complaints about a credit life cycle category between each white, norHispanic
percentage bin, with the largest differences being between the lowest white, nonHispanic
percentage bin (i.e., a percentage less than 35%) and the highest (i.e., a percentage greater than
71%). The trends match those we saw when we analyzed community AM& wealthier census
tracts and census tracts with more white, non-Hispanic residents both have a greater share of
consumers with loan originationand performing servicing complaints, and a lower share of
consumers with credit reporting and delinquent servicing complaints.
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FIGURE9: SHARE OF CONSUMERS WITH COMPLAINTS ABOUT EACH CREDIT LIFE CYCLE CATEGORY
FOR CENSUS TRACTS WITH DIFFERENT CONCENTRATIONS OF WHITE, NON-HISPANIC

RESIDENTS.
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As the graph shows, 4% of consumers from the lowest white, non-Hispanic percentage bin

submitted complaints about loan origination versus 8% from the highest.

The same graph shows that the credit life cycle category that captured the biggest share of
consumers for all white, non-Hispanic percentagebinsi similar to the income bins i was credit
reporting: 58% of consumers from the lowest white, non -Hispanic percentage bin submitted

complaints about credit reporting versus 37% from the highest.

Similar again to income, the credit life cycle category shares from the middle white, non -
Hispanic percentage bin are, aside from delinquent servicing, between the shares of the lowest
and highest white, non-Hispanic percentage bins. As such, it appears as though a credit life cycle

category share ofconsumersinab i n al so decr eases

non-Hispanic percentage.

or

ncreases

With that point of comparison established, we look at the credit life cycle shares for minority

demographics, starting with Black or African American population percentages.
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FIGURE 10: SHARE OF CONSUMERS WITH COMPLAINTS ABOUT EACH CREDIT LIFE CYCLE CATEGORY

Delinquent servicing  Performing servicing Loan origination

Credit reporting

FOR COMMUNITIES WITH DIFFERENT CONCENTRATIONS OF BLACK OR AFRICAN AMERICAN
RESIDENTS
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High Black (> 54%) 11.9%
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Mid Black (between 17% and 54%) 55.5%

High Black (> 54%) 63.9%

In Figure 10, above, the relationships between the tracts with the highest share ofBlack or
African Americans residents and those with the lowest share areconsistently inverted from that
of white, non-Hispanic population shares across the credit life cycle categories The credit life
cycle categories overrepresented in the ighest AMI and white, non -Hispanic percentage bins
are underrepresented inthe highest Black or African American percentage bin (i.e., loan
originationand performing servicing) while the categories underrepresented in the highest AMI
and white, non-Hispanic percentage bins are overrepresented in the highest Black or African
American percentage bin (i.e., credit reporting). A large share of complaints from high Black or
African American census tracts concern credit reporting.
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FIGURE 11: RELATIVE DIFFERENCE IN SHARE OF CONSUMERS SUBMITTING COMPLAINTS BETWEEN
COMMUNITIES WITH THE HIGHEST CONCENTRATION OF BLACK OR AFRICAN AMERICAN
RESIDENTS AND COMMUNITIES WITH LOWEST CONCENTRATION OF AFRICAN AMERICAN
RESIDENTS FORTHE CREDIT LIFE CYCLE STAGES

Loan origination .

Performing servicing .

Delinguent servicing .

Credit reporting .

60% 30% 0% 30%
Percent difference in share of complaints between high and low bins

Positive values mean tracts with predominantly Black or African Americanresidentshave a greater share.
Negative values mean tracts with lowest concentration of Black or African American residents have a
greater share.

Out of the four credit life cycle categories, percentage differences between the highest Black or
African American percentage bin and the lowest were the following: loan origination ( -51%),
performing servicing (-56%), delinquent servicing (-6%), and credit reporting (54%).
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FIGURE 12: MONTHLY TIME SERIES OF RELATIVE DIFFERENCE BETWEEN CENSUS TRACTS WITH THE
HIGHEST CONCENTRATION OF BLACK OR AFRICAN AMERICAN RESIDENTS AND CENSUS
TRACTS WITH LOWEST CONCENTRACTION OF BLACK OR AFRICAN AMERICAN RESIDENTS
FOR THE STAGES OF THE CREDIT LIFE CYCLE.
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Positive values mean tracts with predominantly Black or African Americanresidentshave a greater share.
Negative values mean tracts with lowest concentration of Black or African American residents have a
greater share.

The declining percentage difference for loan origination and performing servicing indicates an

increasingly large gap between Blackor African American communities and other communities

in complaints about performing loan servicing and new loan originations. The large and

increasing concentration of these complaints in communit ies with a smaller Black or African

American population may reflect differencesinaccess to credit, especially given that the

pandemic may have inspired a nPParsgtertlyhigo saf et yo a
differences in rates of submitting credit reporting complaints suggests that Black or African

31Seee.g.,AkosHorvathetal., AThe-1€8¥XWd Dk and Consumer Credit: Evi dence fr ol
Finance and Economics Discussion Series 2021008. Washington: Board of Governors of the Federal Reserve

credit worthy borrowers ). Seealso Alanna McCargo & Jung HyunChoi, A Cl osi ng t he Gaps: Buil di ni
through Homeownership, 0 Housing Fi(becember20R0),l i cy Center. Urban
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American communities tend to submit complaints to address past issues they have had with

credit as well as past victimization by identity thieves. 32 These facts, takentogether, may reflect

di fferences in communitiesdéd ability to take advan
mortgage interest rates). Given the scale and persistence of the racial wealthdivide ,33these

differences are hardly surprising T but they do highlight the active role that consumersin Black

or African American communities take in trying to address credit issues.

FIGURE 13: SHARE OF CONSUMERS SUBMITTING COMPLAINTS ABOUT EACH CREDIT LIFE CYCLE
CATEGORY FOR CENSUS TRACTS WITH DIFFERENT CONCENTRATIONS OF HISPANIC OR
LATINO RESIDENTS

Similar to the Black or African American percentage bins, the relationships betweenthe
different Hispanic or Latino percentage bins are inverted from that of the AMI percentages and
the white, non-Hispanic percentages (see Figure 13 above). The credit life cycle categories

32A I arge share of complaints about credit reporting involve c

theirs. These differences may reflectpastproblems with credit as well as higherrates of victimization for some kinds
of identity theft.

33 see e.g.Neil Bhutta etal,A Di spari ties in Wealth by Race and Ethnpdcity in
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