
In this update on the Consumer Impact Index, we explore the growth of credit reporting 
services during the COVID-19 crisis.
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AE consumer spending data shows a noticeable 
recent growth in spending on credit reporting ser-
vices.  Such services enable consumers to take 
control of their credit report and protect themselves 
from identity theft and fraud.  During the first two 
weeks of August, the AE Consumer Impact Index for 
credit reporting services was 71, making it one of the 
top twenty highest performing spending categories 
in the over 500 tracked during that period.

Climbing unemployment levels have led to increas-
ing inability of consumers to repay loans.  Currently 
over 7% of personal and auto loans are in a financial 
hardship plan (compared to 1-2% in March).  Given the 
uncertainty in the economy, consumers have signed 
up for hardship programs preemptively, often before 
actual delinquencies occur.  In the second quarter of 
2020, the mortgage delinquency rate jumped nearly 
four percentage points to 8.22%.  Over 15% of FHA 
loans are past due; that’s almost double the rate for all 
loans and 
the high-
est delin-
q u e n c y 
rate since 
1979.  

As a consequence, many consumers have signed up 
for credit reporting services to track and manage 
the impact of financial hardship on their credit re-
port.  For the next year, credit reporting services like 
TransUnion, Experian, and Equifax allowed consumers 
access to free weekly checks of their credit reports 
as a gesture of support for American’s struggling with 
their finances during this time.  (Typically these ser-
vices only provide a free credit report annually).  This 
access promoted a sense of security to customers ex-
actly in their moment of greatest financial anxiety and 
introduced a cohort of new users to the service, some 
who have upgraded to premium services as a result.

Despite the growth in these kinds of support services, 
consumers are still experiencing growing amounts 
of silent suffering around their personal finance and 
credit reporting.  Complaints made to the federal 
Consumer Financial Protection Bureau in the area of 
“credit reporting, credit repair services or other per-
sonal consumer report” dramatically grew 86% from 
March through June of this year.  Nearly three out of 
four of these complaints were about incorrect infor-
mation on a credit report, which may be the result of 
new users discovering inaccuracies in their profile as 
they viewed their credit report for the first time in a 
long period of time.  It may also be the result of an 
increased number of active credit disputes, such as 
landlords reporting tenants for being delinquent, and 
the tenants disputing it given new restrictions on 
eviction.

Consumer struggles with credit and credit reporting 
have been amplified by the COVID-19 crisis and cre-
ate an opportunity for startups to improve the cred-
it support services that leave customers angry and 
frustrated with today’s incumbents.  While mortgage 
delinquencies have grown dramatically, thus far gov-
ernment stimulus checks and unemployment benefits 
have kept smaller personal and auto loan delinquency 
rates low.  As the health crisis is expected to continue 
for some time and forgiveness programs have already 
begun to lapse, delinquency rates and economic pres-
sures on consumers will likely worsen and amplify the 
current scenario.  

Delinquencies, even short term ones, have long term 
implications to credit ratings.  It takes seven to ten 
years for negative information on a credit report to be 
expunged; until then a credit rating will not fully recov-
er.  Despite federal legislation in March to shield cred-
it scores, the lapsing of forgiveness programs leave 
many consumers with temporary cash flow issues 
facing credit and financing problems in the decade to 
come.  This structural change in the financial capabil-
ity of large swaths of the consumer base necessitates 
the creation of new financial and credit services-- 
for financial 
p r o d u c t s 
that not only 
track but also 
help rebuild 
credit.  New 
b u s i n e s s e s 
to support 
d i s t r e s s e d 
property sales 
(following de-
linquencies) and SMB bankruptcies may also arise 
as a natural consequence of these consumer credit 
hardships.  The situation today also begs the funda-
mental re-examining of our perhaps unnecessari-
ly punitive infrastructure of credit reporting which 
strains to capture true borrower trustworthiness in 
these unique economic times.  AE will be tracking 
how financial incumbents and startups tackle this 
challenge and searching for business opportunities 
that may become available in this space.

A REFRESHER

The AE Consumer Impact Index compares current con-
sumer spending with expected historical levels and 
growth trends before the COVID-19 crisis, taking into ac-
count volatility and seasonality. Scores are between 0 
and 100 for categories with increased spend due to the 
impact COVID-19 and between 0 and -100 for declines.

Currently over 7% of personal 
and auto loans are in a financial 
hardship plan (compared to 1-2% 
in March).

This structural change in the financial 
capability of large swaths of the 
consumer base necessitates the 
creation of new financial and credit 
services for financial products that 
not only track but also help rebuild 
credit. 
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