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Executive Summary I State of the US Consumer Credit

We are not calling the top of delinquency rates but on average, risk is more mixed than worseningin Q1:

N
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Headwinds

Delinquenciesremain elevated year over year (YoY) across asset classes. However, there have been recent month over
month (MoM) declinesin some areas, likely attributable to consumers usingtax returns to pay down debt.

The $2.1T in excess savings builtin the pandemic is completely depleted as of February 2024, as consumers grapple
with sticky inflation and interest rates.

The CFPB announced an amendment to Regulation Z, effectively capping late fees at $8. Some banks have started
raising interest rates even more and increasing other fees to make up lostrevenue.

As car prices decrease, more consumers are trading in vehicles with negative equity, despite historically elevated trade

Tailwinds

invalues.
Recent vintage performance has i mproved/ flattened i n
underwriting. Personal loans performance is in line with pre -2022 vintages.

Unemploymentremains low at 3.8%; historically, itis the primary driver forincreases in consumer creditrisk, especially
for prime customers.

Tax returns are trending higher YoY, though more consumers plan to use the extra cash on shopping compared to 2023.
Student loan balances are decreasing, suggesting that consumers are paying down debt despite pause in delinquency

reporting.

personal



Executive Summary - Credit Cards

The Consumer Finance Protection Bureau (CFPB) amended RegulationZ in March, capping late fees to $8
(previous average fee is over $30). Banks have started raising APRs further and could adjust other revenue -drivers (AMF,

MMF, and penalty rates) to offset the regulation.

Delinquencies remain elevated compared to pre - pandemic. However, recent vintages are performing slightly better in

higherrisk segments  than 2022 vintages and March saw MoM declines beyond seasonal trends.

Recent credit card vintages are showingworsening in performance in the later months on book, whichif continued could

pose serious concernsto lenders.

Althoughroll rates have been high in the recent quarter, there have been signs of improvementin March, likely due to

seasonality.
Subprime card originationvolumes  have dropped since H2 -2022 as lenders have tightened their underwriting standards.

2§ Average origination  balance increased across risk bands as Ienders continueto raise credit limits.
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Executive Summary - Personal Loans & Mortgages

Delinquencylevels are lowerthan pre - pandemic averages, driven by subprime improvement due to credittightening.
Recent vintages are performing better than 2022 originationsand are in line with pre - COVID vintages.

Pre-tighteningvintages  experienced a rapid decrease in impairment balance in Q1, showingearly signs of a more

widespread performance improvement.

Tightening continuedin Q1, despite seasonal trends attributed to tax returns. Average FICO and income has been
unchanged from last quarter, starting stabilization at the tightened levels.

Write - Offrates are still historically low but have been trending higher in recent months.

Recent Vintages are performing worse than pre - pandemic.

Mortgage originations remain low due to continued interest rate increases.
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Executive Summary I Auto Loans & Student Loans

Auto delinquencies decreased in Q1 in accordance with seasonal trends, although they are still higher YoY.

Loan -to - value (LTV) ratio continues to be a key risk differentiator post -COVID.

Used car prices are decreasing and the share of trade -ins with negative equity is on the rise as more consumers are trading

in vehicles purchased at high prices during the pandemic, creating risk for future Collectionand Recovery rates.

Despite rising interest rates for used cars loans and relatively constant down payments, average monthly payments are

remaining relativelyflat.

Whileservicers willnotreport studentloan (SL) defaults until September 2024, customers have started paying down their
debt as seen inan overall decrease in SL balance.

We do notyet see a significantimpacton  spendingforthose consumers with resumed student loan payments, likely due to
the -bampd peri od.
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Executive Summary Special Feature I Credit Builder Trades

Credit Builder (CB) Originations have significantlyincreased since 2019. With 2.4 million Credit Builder Originationsin 202

there was a 40% growth when compared with 2022 originations.

Getting a CB product can be a signof increased risk, especially for consumers in higher Vantage bands, often leadingto a

sharp increase in delinquencies and decrease in Vantage scores

Within one year after opening a CB trade, customers with No Vantage at origination can get a Prime score.
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Recent vintages are outperforming those from a year ago, but delinquencies

remain elevated

YoY Vintage 60+ DPD of Credit Card
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Consumer sbo

spending

during the pandemic

Aggregate Personal Savings Compared with Pre -
Pandemic Trend
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https://www.frbsf.org/research-and-insights/publications/economic-letter/2024/02/rise-and-fall-pandemic-excess-wealth/
https://www.frbsf.org/research-and-insights/data-and-indicators/pandemic-era-excess-savings/

Tax returns are trending higher in 2024, and more consumers plan to use the
extra cash on shopping compared to last year

Surve results to the uestion
Average federal tax refund per household, y .
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Although most consumers intend on paying debt or saving with their refunds, plans to shop
saw the largest share increase from 2023

2SS Source: IRS, Bank of America; CivicScience. Data as of March 31, 2024
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Rent payments are easing faster than mortgage payments, providing an upside
In non -housing consumption for renters

Median rentand mortgage payment, and CPI YoY growthin non -housing card spending per
rent YoY growth household of homeowners and renters
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Homeowners are more squeezed in housing payments due to continued uptick in
home prices
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Quarterly Late Fees Charged
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For more information:


https://2os.com/insights/new-credit-card-late-fee-regulation-strategy-and-unit-economics-impact/

Credit Card interest
rates have been on
the rise and
reached arecord
high in February

As banks attempt

to make up lost revenue
due tonew late fee
regulation, interest
rates could continue to
rise
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60+DPD for Credit Cards

Percent of Accounts; Excludes Severe Derogatory and Bankruptcy
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60+DPD for Credit Cards by Vantage

Percent of Accounts; Excludes Severe Derogatory and Bankruptcy
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Vantage buckets are lagged 3 months from the performance date.
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The performance of recent vintages is in line with the previous year, Performance
adjusting for origination risk scores

YoY 60+DPD for Credit Cards by Vintage and Risk
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Looking at performance on a per open basis makes the worsening
across vantage bands clear
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Credit Card Roll Rates CcC
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Source: 20S, Equifax Ignite. Data as of March 31, 2024.
For more information on methodology, refer to appendix.




CC Originations

Credit Card Monthly Originations by Vantage Score
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Lenders have
increased credit

limits across risk
bands

Credit Card Originations Average Credit Limit
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Vantage buckets are lagged 3 months from the performance date. For more details on methodology, see appendix.



Credit card
balances have been
Increasing despite
tightening

Credit limit increase has
offset tightening,

resulting in subprime
balance increase

since the second half of
2022
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60+DPD for Personal Loans
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Subprime
delinquencies are
flat with other risk

levels driving the
Increase

60+DPD for Personal Loans by Vantage
Percent of Accounts; Excludes Severe Derogatory and Bankruptcy
Subprime pre -pandemic average

PL

Performance

150% —mW—— - T T
o = subprime: <600
= 10.0% = near prime: 601-660
o prime: 661-720
o = prime plus: 721-780
e 5.0% - = super prime: >781
0
0.0% 2019 2020 2021 2022 2023 2024
v 1.0%
4+
@©
o
o
0 0.5%
o e — — e e e — R —
R 2019 2020 2021 2022 2023 2024
Year
Source: 20S, Equifax Ignite. Data as of March 31, 2024.

Vantage buckets are lagged 3 months from the performance date. For more details on methodology, see appendix.
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Originations

Personal Loan Monthly Originations by Vantage Score
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Avg origination
FICO and income
remained
unchanged in Q1,

as tightening rate
steadies

They are still substantially
higher than pre -COVID
levels
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Recent vintages

are showing
slightly  improved
performance since

tightening in H2 -
2022

QoQ Vintage 60+DPD of Personal loans
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Vantage buckets are lagged 3 months from the performance date. For more details on methodology, see appendix.
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Impairment = DQ + Modification

Fig 7.2: 30+ Impairment % of Orig bal By Vintage
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Fig 6.1: CU: Prepayment (CPR) Prepayments
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Severe Delinquency Rate

60+ Days Past Due
Percent of Accounts and Balances; NSA; Excludes Severe Derogatory and Bankruptcy
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Delinquencies
remain elevated
across risk bands,

though subprime
decreased slightly
In March
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60+DPD for Auto Loans by Vantage Score
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Source: 20S, Equifax Ignite. Data as of March 31, 2024 .
Vantage buckets are lagged 3 months from the performance date. For more details on methodology, see appendix.



Fig 10.3: Auto: 30+ Impairment % by LTV
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Fig 11.2: Auto: CDR by LTV
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The historically elevated used

-vehicle prices have started decreasing since the

second half  of 2023, affecting trade -in values for vehicles bought in the pandemic

MANHEIM USED VEHICLE VALUE INDEX
Mid-April 2024
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value drop more than
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previous months
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As the value of used cars falls, the share of trade -ins with negative
equity is increasing

Shareofnew  -vehicle purchasesinvolving Trade -inValuesandthe share of trades with Negative
trade -inswith negative equity Equity
@ Trade-In Value Share of Trade-in w/ Negative Equity
23.10%
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Despitetrade  -invaluesbeingat decade -levelhighs, the share of trade -inswith negative equityis rising, but still
belowpre -pandemiclevels, as more consumers are trading in vehicles purchased at high prices during the
pandemic.
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Z S Source: Edmunds, data as of April 2, 2024



Auto
Originations

Average APR on new and used cars Average monthly paymenton new
and used cars
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Performance

90+DPD or in Bankruptcy for Student Loans

Percent of Accounts; Excludes Severe Derogatory
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Balance for Student Loans by Vantage
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not yet appear
to be a
difference In

spending for
households
who resumed
SL payments

Weekly Card Spending per Household
(HH) by Student Loan Repayment Start
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Write-Off Rates
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