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People do like to use bank credit 
What difference does that make?

8  |  2019 FDIC Survey of Household Use of Banking and Financial Services

Bank and Nonbank Credit
The 2019 survey examines household use of bank credit 
and nonbank credit, focusing on products that house-
holds may use to address cash-flow imbalances, unex-
pected expenses, or temporary income shortfalls.20 A 
household is considered to have used bank credit if, in 
the past 12 months, it had a Visa, MasterCard, American 
Express, or Discover credit card (i.e., a credit card) or a 
personal loan or line of credit from a bank (i.e., a bank 
personal loan). A household is considered to have used 
nonbank credit if it used a rent-to-own service or a pay-
day, auto title, pawn shop, or tax refund anticipation loan 
in the past 12 months.21

 • The share of households that used bank credit 
increased from 67.9 percent in 2015 to 72.5 percent 
in 2019. The share of households that used nonbank 
credit declined from 8.1 percent in 2015 and 7.5 percent 
in 2017 to 4.8 percent in 2019.22 The decline in nonbank 
credit use between 2017 and 2019 remained large and 
statistically significant even after changes in income 
and other characteristics of U.S. households were 
accounted for. The increase in bank credit use and the 

20 Certain nonbank installment loans that may be used for short-term credit needs were not captured in the 2019 survey. Credit products that are used 
primarily to finance large expenditures, such as mortgages, auto loans, and student loans, are beyond the scope of the 2019 survey. 
21 See Appendix 2 for changes in the wording of some questions across survey years.
22 The estimates of nonbank credit use in 2017 and 2015 reported in this subsection differ from those published in earlier reports due to a difference in how 
nonresponse is handled; see Appendix 1 for details.

decline in nonbank credit use occurred broadly across 
different segments of the population.

 • Lower-income households, less-educated households, 
Black households, Hispanic households, American 
Indian or Alaska Native households, and working-age 
disabled households were less likely to use bank credit.

 » Differences by education and income were especial-
ly pronounced. For example, in 2019, only 37.1 per-
cent of households without a high school diploma 
used bank credit, compared with 87.5 percent of 
households with a college degree. Similarly, only 
37.0 percent of households with less than $15,000 in 
income used bank credit, compared with 89.9 per-
cent of households with income of $75,000 or more.

 » Differences by race and ethnicity were also large 
and were present at all income levels (see Figure 
ES.7). For example, in 2019, even among households 
with income of $75,000 or more, about 80 percent 
of Black and Hispanic households used bank credit, 
whereas about 90 percent of White households 
did so.

Figure ES.7 Bank Credit Use by Household Income Level and Race and Ethnicity, 2019 (Percent)
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Plan for Discussion
• Can this model be used to assess the welfare implications of the historical 

introduction of money market mutual funds?


• Is a direct to consumer/firm central bank digital currency plausible?


• It takes branches and employees to get deposits


• Deposits earn quasi-rents


• Payments vs. liquidity services


• Are payments the more likely business segment to be impacted by a CBDC?


• How could we put that into the model?


• Credit provision to support payments settlement (Fedwire)


• Is this relevant at the retail level? (see Fintech payment players)



The growth of MMMFs

0

0.05

0.1

0.15

0.2

0.25

0.3

0.35

0.4

0.45

0.5

Ja
n-

81
Oc

t-8
2

Ju
l-8

4
Ap

r-8
6

Ja
n-

88
Oc

t-8
9

Ju
l-9

1
Ap

r-9
3

Ja
n-

95
Oc

t-9
6

Ju
l-9

8
Ap

r-0
0

Ja
n-

02
Oc

t-0
3

Ju
l-0

5
Ap

r-0
7

Ja
n-

09
Oc

t-1
0

Ju
l-1

2
Ap

r-1
4

Ja
n-

16
Oc

t-1
7

Ju
l-1

9

Money Market Mutual Fund Assets over M2



The Model and MMMFs
• Banks offer a deposit and credit line joint product subject to regulation


• Money Market Mutual Funds offer a deposit-only option


• Lower cost due to regulatory advantage


• Important for funding banks


• What are the additional social costs?


• Asset management costs?


• Excess liquidity in the system?


• What social costs would this model imply?



Is it plausible that a CBDC would 
compete with banks for deposits?

• We already have a CBDC (Reserves)


• Consumer access to the CBDC is intermediated 
through banks


• Consumer access to physical currency is also 
intermediated through banks


• It takes labor and physical capital to market and provide 
financial services to consumers and firms



It takes branches to get deposits



And employees



Deposits are costly to acquire 
and yield large quasi-rents

/

Whe deSRViW baVe ZRXOd cRQVideU Whe UeOaWiYe VWabiOiW\ Rf
YaUiRXV accRXQW W\SeV. IQ geQeUaO, CDI aVVeWV deUiYe PRVW
Rf WheiU YaOXe fURP ORZeU-cRVW dePaQd deSRViW accRXQWV,
ZhiOe RfWeQ VigQiÀcaQWO\ OeVV (if QRW ]eUR) YaOXe iV aVcUibed WR
PRUe UaWe-VeQViWiYe WiPe deSRViWV aQd SXbOic fXQdV, RU WR
QRQ-UeWaiO fXQdiQg VRXUceV VXch aV OiVWiQg VeUYice RU
bURNeUed deSRViWV Zhich aUe e[cOXded fURP cRUe deSRViWV
ZheQ deWeUPiQiQg Whe YaOXe Rf a CDI.

7UHQGV LQ CDI 9DOXHV

FigXUe 2 VXPPaUi]eV Whe WUeQd iQ CDI YaOXeV ViQce Whe VWaUW
Rf Whe 2008 UeceVViRQ, cRPSaUed ZiWh UaWeV RQ 5-\eaU FHLB
adYaQceV. OYeU Whe SRVW-UeceVViRQ SeUiRd, CDI YaOXeV haYe
OaUgeO\ fROORZed Whe geQeUaO WUeQd iQ iQWeUeVW UaWeV. AV
aOWeUQaWiYe fXQdiQg becaPe PRUe cRVWO\ dXUiQg 2017 aQd
2018, CDI YaOXeV geQeUaOO\ WicNed XS aV ZeOO, UeOaWiYe WR
SRVW-UeceVViRQ aYeUage OeYeOV. DXUiQg 2019, Whe WUeQd
UeYeUVed aV CDI YaOXeV haYe e[hibiWed a decOiQiQg WUeQd iQ
OighW Rf \ieOd cXUYe iQYeUViRQ aQd Fed UaWe cXWV aW iWV OaVW
WhUee PeeWiQgV.

ThiV decOiQe iQ CDI YaOXeV haV beeQ VRPeZhaW VORZeU WhaQ
Whe dURS iQ beQchPaUN iQWeUeVW UaWeV, hRZeYeU, iQ SaUW
becaXVe deSRViW cRVWV W\SicaOO\ Oag bURadeU PRYePeQWV iQ
PaUNeW iQWeUeVW UaWeV. IQ geQeUaO, baQNV ZeUe VORZ WR UaiVe
deSRViW UaWeV iQ Whe SeUiRd Rf cRQWUacWiRQaU\ PRQeWaU\ SROic\
WhURXgh 2018 aQd, aV a UeVXOW, UaWeV UePaiQ beORZ
beQchPaUN OeYeOV OeaYiQg baQNV OeVV URRP WR UedXce UaWeV
fXUWheU. FRU CDV, Whe OaggiQg WUeQd iV eYeQ PRUe

Mercer Capital on Core Deposit Intangible Values



Payments vs. Liquidity 
Services

• Payments services are where the profits are


• Banks compete with nonbank payments services providers


• Central bank has a true (unfair) advantage in providing credit 
to support payments settlements 


• Fedwire and intraday credit


• What implications does this have for a CBDC linked to a 
payments settlement system relative to what we already have?


• Why are Square and PayPal so valuable?



Payments vs. Liquidity services revenue globally

4 The 2019 McKinsey Global Payments Map Report

region (but contrary to what one could expect, 
slower than in North America). Asia revenues 
have been very volatile over recent years: their 
growth significantly lagged behind GDP growth 
in 2015 and 2016 before sharply exceeding it in 
2017. There are three underlying drivers behind 
this somewhat erratic growth trend:

• Underlying transaction growth remains 
remarkably strong. Electronic payments 
transactions have been growing at a 
staggering rate in the region—upward of 15 
percent annually, more than 2.5 times the rate 
of GDP growth. This growth has been fuelled 

by the adoption and growth of alternative 
digital payment mechanisms (migrations of 
large pools of cash payments) in a strong push 
from regulators to reduce cash. 

• Transaction fee growth has been more muted, 
as regulatory and competitive pressures have 
depressed margins (albeit from a very healthy 
starting level). 

• Current account revenues (both consumer 
and commercial), representing 60 percent of 
payment revenues in the region, prove to be 
extremely volatile. 
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Asia-Paci!c continues to dominate the global payments revenue pool.
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Payments are where the profits are



Summary

• Great contribution to focus on banking as a business


• Potential for big contribution for understanding interaction 
of bank and nonbank intermediaries with regulation


• Why should the Central Bank get into this business?


• Why not the pizza business?


