The Credit Accessibility Series: The Credit

Insecure Need More Education, a PYMNTS and
Sezzle collaboration, is based on a survey of 2,848
consumers conducted from June 8 to June 21.

Our findings reveal how low credit scores impact
consumers’ lives, explore the impact a potential
improvement in their credit status could have on
their finances and reveal their level of knowledge on

how to improve and rebuild their credit scores.
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The Credit Accessibility Series: The Credit Insecure Need More
Education was produced in collaboration with Sezzle, and
PYMNTS is grateful for the company’s support and insight.
PYMNTS retains full editorial control over the following findings,
methodology and data analysis.
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INntrocduction

n a credit-based economy such as the United States, credit scores

determine more than whether consumers qualify for a mortgage

or auto loan. Often, access to credit can also decide whether

or not consumers can afford everyday essentials. Credit access
is critical, yet PYMNTS’ data reveals that few consumers with low
credit scores know how to improve their credit status.

PYMNTS found that 27% of consumers have credit scores of 650 or
less, which has denied them access to credit products, and 53% are
not at all satisfied with their low credit status. Among these con-
sumers and others considered credit marginalized, 80% experience
financial hardship, and this group is twice as likely as the average
consumer to have trouble paying their monthly bills. For 50% of these
consumers, issues include paying basic bills and affording essential
items.

Our survey found that deep subprime consumers, those with credit
scores of 579 or less, could benefit tremendously from improving
their credit scores: Improving to the near prime range of 620 to 659
could help them finance an additional $44,000 in purchases. Addi-
tionally, these consumers could achieve up to a 24% reduction in
interest rates by improving their credit scores to super prime. This

®sezzle

score improvement would help by increasing the amount of discre-
tionary spend available to them and reducing their annual interest
payments.

There is also a high likelihood, we found, that consumers with low
credit scores are prone to turning to credit products that are costly
and could incur high interest charges. Just 23% of consumers with
low credit scores report using buy now, pay later (BNPL). Further,
just 18% of these consumers used BNPL specifically to improve their
credit scores.

Ultimately, there is a correlation between credit scores and credit
knowledge, which may mean that financial product vendors should
find novel ways to reach these consumers.

These are a few of the key findings in The Credit Accessibility Series:
The Credit Insecure Need More Education, a PYMNTS and Sezzle col-
laboration. The findings are based on a survey of 2,848 consumers
conducted from June 8 to June 21 and reveal how low credit scores
impact consumers, the impact a potential improvement in their credit
status could have on their finances and their level of knowledge on
how to improve and rebuild their scores.

This is what we learned.

© 2023 PYMNTS All Rights Reserved
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. . The inability of consumers with low credit scores to afford daily
C O n S U m e rS W I t h lOW C re d It essentials is a significant and somewhat common challenge. Our sur-

vey found that 27% of consumers have credit scores of 650 or less,

S C O reS SOy t h ey O re tWi Ce which our study considers to be a low score, and 14% of consumers

have deep subprime credit scores of 579 or lower. Consumers with

O S ll k e ly O S t h e Ove r‘O 9 e low credit scores are roughly twice as likely as the average consumer

to experience issues that impact their finances and daily lives.

CO n S u m e r tO h Ove t ro u b le Half of consumers with low credit scores experienced difficulty

affording essentials and paying their bills. For consumers with mid-

p Oyl n 9 t h e I r m O nt h ly level scores ranging from 651 to 750, the share with these difficulties

drops to 23%. Just 8.8% of those with scores of more than 750 had

bills, and 80% say it has e erperenees
caused them financial

h O r d S h i The effect of low credit scores
. Share of consumers experiencing issues due to low credit scores, by demographic

CREDIT SCORE

Sample 650 or less
42.2% 79.5%
GENERATION 651 to 750
Baby boomers and seniors 45.6%
19.9% More than 750
Generation X 15.7%
42.9% CREDIT PERSONA
Bridge millennials Credit avoidant
60.7% 35.4%
Millennials Credit marginalized
61.0% 79.7%
Generation Z Credit secure

54.9% 26.9%

Source: PYMNTS
The Credit Accessibility Series: The Credit Insecure Need More Education, August 2023
N = 2,848: Whole sample, fielded June 8, 2023 - June 21, 2023

© 2023 PYMNTS All Rights Reserved
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Helping consumers improve their credit scores has the potential to
raise their living standards, improve financial risk management and
promote economic expansion.

According to our analysis, if deep subprime consumers — those with
scores of 579 or less — raised their credit scores, they could lower
their interest payments by as much as 24%. On average, deep sub-
prime consumers have $75,000 in outstanding debt at an interest rate
of 9.2%, which means these consumers pay $6,900 in interest annu-
ally, representing approximately 13% of their disposable income. We
found that raising their scores to a near prime level could decrease
their interest payments to 11.8% of their disposable income while
also increasing their borrowing capacity by 68% of their income. This
change would allow them to finance an additional $44,000 worth of
purchases.

By reaching a super prime score of 720 or higher, they could reduce
their interest payments to $5,300 per year — representing approxi-
mately 10% of their disposable income — and their borrowing capacity
would triple. This change means they could finance an additional
$130,000.

All Rights Reserve
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TABLE 1:

The economic impact of improved credit scores
Borrowing cost and average interest rate scenario analysis for deep subprime consumers

SAVINGS ANNUAL COST INTEREST RATE
CURRENT SITUATION
* Deep subprime N/A $6,922 9.2%
HYPOTHETICAL SCENARIOS
* Near prime $828 $6,097 81%
* Super prime $1,664 $5,259 7.0%

®sezzle

Source: Combination of Sezzle and external sources
The Credit Accessibility Series: The Credit Insecure Need More Education, August 2023
N = 2,848: Whole sample, fielded June 8, 2023 - June 21, 2023

The average
Interest rate

deep subprime
consumers paid on

their outstanding
debt

Key Findings | M
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. The inability to afford essentials that stems from being denied access
CO n S U m e rS W I th lOW C red = to credit products drives consumers with low credit scores to act.

They want to do something about it, illustrated by our finding that

|t SCO res WO nt tO |m p rove 29% of consumers with credit scores of 650 or less have used a

credit builder app in the past year, and 17% did so primarily for credit-

their scores and often building purposes.

Those with low credit scores are three times more likely than their

tu rn to C red it b u i ld e r counterparts with high scores to use a credit management app to

improve their scores. Credit builder apps provided by credit moni-

O p p S O n d B N P I_ fi n O n Ci n 9 toring agencies give consumers a heightened ability to monitor and

improve their credit scores.

to d O SO. Consumers with low credit scores are also significantly more likely
than their counterparts with high credit scores to turn to BNPL loans
to raise their credit scores. Turning to these loans suggests a level
of savviness, as BNPL products often have low to no interest if con-
sumers make the payments on time.

Ultimately, when it comes to raising credit scores, it seems that
desire is not the issue for consumers.

Share of consumers with low credit scores
who have used a credit builder app to
improve their credit status

© 2023 PYMNTS All Rights Reserved
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TABLE 2:

How low credit scores drive consumers
Share of consumers taking select actions to raise their credit scores in the last 12 months

Credit score

SAMPLE MORE THAN 750 651 TO 750 650 OR LESS

* | made on-time payments on my 42.7% 45.0% 54.6% 39.7%
monthly bills

* | used my credit card 36.1% 43.6% 47.0% 26.7%

* | kept old lines of credit open 21.6% 20.9% 32.0% 22.2%

* | kept my revolving balances on 20.8% 257% 28.5% 15.8%
accounts low

* | applied only for credit that | needed  18.8% 17.5% 22.5% 21.9%

» | used a BNPL loan 10.8% 6.3% 13.6% 18.0%

» | used a credit builder or credit 10.5% 5.4% 15.0% 16.6%
management app

* | reported my rent to the credit 6.9% 4.9% 10.0% 9.7%
bureaus

« Other 0.8% 0.7% 0.6% 0.9%

* | do not do any of these activities 31.6% 36.1% 14.2% 24.2%

Source: PYMNTS
The Credit Accessibility Series: The Credit Insecure Need More Education, August 2023
N = 2,848: Whole sample, fielded June 8, 2023 - June 21, 2023

© 2023 PYMNTS All Rights Reserved
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Key Findings

Most consumers with credit scores of 650 or less are not at all sat-
isfied with their scores. This 53% rate drops to 7.5% for consumers
with prime credit scores from 650 to 750 and to just 2.2% for those
with super prime credit scores that are higher than 750.

While there is a willingness to take steps to improve their credit
status, consumers with low credit scores do not necessarily want
to do this by utilizing user-friendly options. Just 4 in 10 consumers
with low credit scores were very or extremely interested in doing so,
which may suggest a link between consumer credit scores and their
knowledge of how credit works. This link is also evident from the
dissonance between our findings that 29% of consumers with low
credit have used credit builder apps, but just 177% have done so with
the express purpose of improving their credit scores, suggesting that
nearly half of that 29% do not fully understand credit intricacies.

We asked consumers questions about credit to evaluate their knowl-
edge base and deemed those able to answer up to 40% of the
questions correctly as having low knowledge. We found that 84% of
consumers with high credit cleared that bar, yet just 77% of those with
low scores could answer the same number of questions. This differ-
ence shows an interesting fact regarding curiosity about credit: 42%
of high knowledge consumers are highly interested in user-friendly
materials to learn how to improve their credit scores, but those with
low knowledge are half as likely to have this interest. Consumers
with low credit scores likely face broader barriers to increasing their
credit score beyond knowledge, which may impact their motivation
to seek user-friendly materials for credit-building purposes.

17
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The challenge BNPL and credit builder product providers

face is to find ways in which consumers with low credit O
scores can learn about their products’ ability to improve O
credit scores, sparking knowledge and curiosity to dovetail
with the willingness they exhibit. Among the various ideas

. . e e Share of low credit
industry leaders suggested is providing tips and tricks via
social media, for example. consumers who answered

40% to /0% of credit
questionnaire questions
FIGURE 2: correctly

Consumers’ understanding of credit
Share of consumers who correctly answered select shares of questions on the credit .
questionnaire oF

More than 750

M 651to 750
B 650 or less

More than 70% Less than 40%
23.5% 16.5%
20.7% I 16.7% I
28.5% I 22.5% I
Between 40% and 70% Source: PYMNTS

The Credit Accessibility Series: The Credit Insecure Need More Education, August 2023

60.1%
53.6% I——
48.9% I

N = 2,848: Whole sample, fielded June 8, 2023 - June 21, 2023
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Conclusion

®sezzle

Low credit score consumers have limited
access to low-interest credit and face issues
with paying for essential expenses. As a result,
53% of those with low credit scores are not
at all satisfied with their credit status and are
twice as likely as the average consumer to
face adverse financial issues. For consumers
with deep subprime credit scores, the financial
impact can be substantial, as an improvement
to a near prime credit level could help boost
their borrowing capacity by 68%. Consumers
with low credit scores have turned to prod-
ucts such as credit builder apps and BNPL
loans to improve their scores. Yet, while 29%
have used credit builder apps, just 17% have
used them with the intention of improving
their scores, suggesting a lack of knowledge
on their part. We found that less than half of
consumers with low credit scores are inclined
to use user-friendly options to improve their
credit knowledge. This knowledge gap chal-
lenges the financial services industry, which
would like more consumers to qualify for their
products and may require innovative ways to
educate the credit insecure.

The

Methodology

The Credit Accessibility Series: The
Credit Insecure Need More Education,
a PYMNTS aond Sezzle collaboration, is
based on a survey of 2,848 consumers
conducted from June 8 to June 21. We
reveal how low credit scores impact
the lives of the different credit perso-
nas, their knowledge of how to improve
their credit scores and how potential
improvement in their credit could ben-
efit their finances.
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PYMNTS is where the best minds and the best content meet on
the web to learn about “What’s Next” in payments and commerce.
Our interactive platform is reinventing the way in which companies
in payments share relevant information about the initiatives that
shape the future of this dynamic sector and make news. Our data
and analytics team includes economists, data scientists and industry
analysts who work with companies to measure and quantify the
innovation that is at the cutting edge of this new world.

Sezzle is a payments company on a mission to financially empower
the next generation. Sezzle’s payment platform increases purchasing
power for millions of consumers by offering interest-free installment
plans at online stores and in-store locations. When consumers apply,
approval is instant, and their credit scores are not impacted unless the
consumer elects to opt in to Sezzle’s credit-building feature, Sezzle Up.
This increase in purchasing power for consumers leads to increased
sales and basket sizes for the more than 41,000 active merchants that
offer Sezzle.

As the only B Corp in FinTech, Sezzle proves that all industries — even
payments — can do their part to provide solutions and make a positive
impact today and into the future.

For more information visit Sezzle.com.

We are interested in your feedback on this report. If you have questions, comments or would
like to subscribe, please email us at feedback@pymnts.com
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The Credit Accessibility Series: The Credit Insecure Need More Education may be updated periodically.
While reasonable efforts are made to keep the content accurate and up to date, PYMNTS: MAKES NO
REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS,
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REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS” AND ON AN “AS AVAILABLE” BASIS.
YOU EXPRESSLY AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS SHALL HAVE NO
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PYMNTS RESERVES THE RIGHT AND SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY,
INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF THE CONTENT OR ANY COMPONENT OF IT WITH OR
WITHOUT NOTICE.

PYMNTS SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL NOT BE
LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR DAMAGES FOR
LOST PROFITS, LOSS OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR RELATED TO THE CONTENT,
WHETHER SUCH DAMAGES ARISE IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT LAW,
OR OTHERWISE, EVEN IF PYMNTS HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY FOR INCIDENTAL
OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE LIMITATIONS DO NOT APPLY.
THE ABOVE DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY PYMNTS AND ITS PARENTS, AFFILIATED
AND RELATED COMPANIES, CONTRACTORS, AND SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS,
OFFICERS, MEMBERS, EMPLOYEES, AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS is the property of PYMNTS
and cannot be reproduced without its prior written permission.
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