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Payday Loans
Question 1
Payday loans are loans provided by lenders ranging up to $500. They aim at providing a short term cash support which helps to cover immediate cash need till next paycheck. However, borrowers seem unable to repay payday loans because they attract more additional fee because of the high-interest rates on the loans. Notably, payday loans are always due in two weeks’ time. Besides, several states have provided sanctions that are used on discouraging payday loans terming them as exploitive, whereas others have nothing against them. Arguably, high-interest rates make it impossible for borrowers to repay, especially when they are over-due. The Consumer Financial Protection Bureau (CFPB) is the regulatory body that oversees the payday lending sector. The body's goal is to provide limitations on how lenders can claim their payment. Additionally, CFPB intends to propose a lending requirement to protect the borrower from high-interest loans. CFPB seems to the lending sector by regulating the lenders so that they cannot exploit the borrowers. Arguably, they have tried to balance the needs of the borrower with the requirements of the lender to provide a good lending environment(The Editorial Board, 2020).
Question 2
Arguably, the ad ban on Google and Facebook seems not to be working. Google and Facebook have begun banning lending advertisements on their platform as they term them as dangerous services and products. This was due to pressure from the customer advocates and regulator to regulate the ads. However, the ban seems not to help because some payday lenders seem to still sell loans which have exceeded the set APR limits by Google. Therefore, this seemed to violate the ad ban. Facebook and Google seem to make a blanket assessment on the payday lenders than to discern bad actors from good actors. This is despite the set rule that required lenders to state the loan length and the APR. However, the lender's companies seem to have found a way to navigate the violation of the policy. Arguably, we can say Covid-19 has increased the ad viewing hence increased number of borrowers because of the tough times being experienced. Therefore, with the rise of borrowers, the debt levels seem to be increasing rapidly because borrowers lack the repay money even after the set 14 days' duration given by payday lenders (Jones et al., 2020).
Question 3
Banks should be allowed to offer short term loans. This is because banks accommodate most people in the middle-class stage who cannot access exaggerated expenses provided by the payday lenders. Arguably banks provide different advantages. First, banks have a more extended repayment period which allows borrowers to have an easy time while repaying that is two months to a year’s duration, unlike the payday lenders who give 14 days repay duration. Secondly, banks offer a more comprehensive borrowing range that is up to $5000, which seem more helpful to a customer, unlike the payday lenders who offer up to $500 (Jones et al., 2020). Third, banks’ interest rates seem to be cheaper and favorable, unlike the high-interest rates at the payday lenders. Fourthly is because banks have a huge number of customers who access them from the middle class. Therefore, banks seem to be the most favorites of the loan application.  However, the only is disadvantage banks provide lack of a fair completion environment because upon their allowance to start lending, and they act as dominants; hence they will suppress the payday lenders sector (The Editorial Board, 2020).
Question 4
There are two regulatory bodies which seem to provide oversight role to the banking and payday lenders. The first is the Office of the Comptroller of the Currency (OCC). OCC is a policymaker for bank loans, and they seem to give a range of the repay duration. OCC also provides guidelines on the small-dollar lending that is, and banks can offer a short term short dollar loans which can be repaid using installments. It also imposes strict restrictions to check on the bank products. This second regulatory body is CFPB which regulates the lender's sector to prevent borrowers' exploitation. CFPB provides a repayment claim policy which limits the lenders on repay approach. It also regulates the lender's interest rates in consideration of the borrower's needs.  CFPB also help borrowers understand the risk of the two weeks repays duration provided by the payday lenders (The Editorial Board, 2020).
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