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This document is intended for general informational 
purposes only. The analysis in this report was 
commissioned by Block and prepared by Mandala. 

Mandala is an economics research and advisory firm. 
Mandala specializes in combining cutting-edge data and 
advanced analytical techniques to generate new insights 
and fresh perspectives on the challenges facing 
businesses and governments.

Views and opinions expressed in this document 
are prepared in good faith and based on Mandala's 
knowledge and understanding of its area of business, 
markets and technology. Opinions expressed herein are 
subject to change without notice. No part of this 
document may be reproduced in any manner without the 
written permission of Mandala.

© October 2026

Note: All dollar figures are US dollars unless indicated 
otherwise. 
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| 3MANDALA

Americans are increasingly using short-term credit, however they are bound by outdated disclosure requirements

Alternative disclosure requirements could better protect and support consumers in the modern credit landscape

The APR disclosure regime was developed almost 60 years ago, and does not reflect today’s diverse credit system

The APR was established in 1968
as a disclosure requirement in the Truth in 
Lending Act (TILA) 

32% of consumer credit 
flows to products that largely did not exist 
in 1968

3.4x the number of Americans
have started using Fintech products over the 
last decade

APRs can misrepresent borrowing costs, particularly for short-term credit products, 
potentially pushing consumers to higher-cost alternatives, limiting credit access

90% of states 
have legislated APR caps for short-term 
consumer products

13x higher costs
can be implied when APRs are used to 
estimate the actual cost of a short-term 
credit product

79% APR considered reasonable
on average, when respondents were asked 
to identify the fair cost for a 6-week loan, 
which is above the APR cap in most states

Disclosures can influence behavior
With survey data demonstrating the ranking 
of identical products changes when exposed 
to different disclosures

31% of respondents ‘very confident’ 
they could explain what an APR was in a self-
reported survey

Foundational principles of TILA
were based on increasing the comparability, 
comprehension and transparency of the 
American credit market

A modern framework should build
upon TILA principles, ensuring consumers 
continue to have access to innovative credit 
products

Executive summary

A more flexible approach
that allows for different disclosure approaches 
for short-term credit products may better meet 
the needs of the modern borrower
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The APR disclosure regime was developed almost 60 years 
ago, and does not reflect today’s diverse credit system

APRs can misrepresent borrowing costs, particularly for 
short-term credit products, potentially pushing consumers to 
higher-cost alternatives, limiting credit access

Americans are increasingly using short-term credit, 
however they are bound by outdated disclosure 
requirements

Alternative disclosure requirements could better protect and 
support consumers in the modern credit landscape

Appendix
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| 5MANDALA

Consumers and small and medium-sized businesses (SMBs) increasingly rely on a 
diverse range of small-dollar short-term credit products

Examples of commonly used consumer and SMB small-dollar short-term credit products

1. Based on the definition of ‘small dollar loan programs’ in legislation such as Cornell Law School (2010) Grants to establish loan-loss reserve funds. 2. Based on the US Small Business 
Administration definition of ‘microloans’ at SBA (2024) Microloans.
Source: Bizcap (2026) When is a short-term business loan better than bank loan?; Board of Governors of the Federal Reserve System (2026) “Buy Now, Pay Later” Beyond “Pay in 4”, A 
Comprehensive Product Overview; CNBC Select (2026) Best merchant cash advances; Federal Trade Commission (2024) Payday lending; US Chamber of Commerce (2026) How credit cards keep 
America’s small businesses running strong; US News (2025) How do credit cards work?; Mandala analysis.  

CONSUMER CREDIT LANDSCAPE AND APR DISCLOSURE

Small-dollar short-term loan
Short-term credit that bridges an income 
gap, providing borrowers with immediate 

access to funds with flexible payment 
options

Buy Now, Pay Later (BNPL)
Credit for purchases, which is split into 
equal installments at the point of sale, 

typically repaid over a short, fixed 
schedule

Personal credit cards
Revolving credit that allows borrowers to 
spend up to a set limit, with balances and 

minimum repayments managed on a 
monthly billing cycle

Merchant cash advances
Credit where a merchant receives a lump 
sum of cash upfront, primarily repaid via a 

repayment rate applied to future sales

Small-to-
medium 

businesses

Business credit cards
Revolving credit extended to businesses, 
allowing borrowing up to a set limit with 

balances and minimum repayments 
managed on a monthly billing basis

Short-term business loans
Fixed-term credit which provides lump-
sum funding, repaid with interest over a 

defined period typically over a few months 
to a year

Consumers

Small-dollar short-term credit products typically refer to loans under $2,5001 for consumers and $50,0002 for small businesses, with a duration of less than 12 
months. These products have grown significantly in popularity, reflecting evolving consumer needs and broader shifts in the credit la ndscape.

https://www.law.cornell.edu/uscode/text/12/4719
https://www.sba.gov/funding-programs/loans/microloans
https://www.bizcap.com.au/blog/when-is-a-short-term-business-loan-better-than-a-bank-loan
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
https://www.cnbc.com/select/best-merchant-cash-advances/
https://www.ftc.gov/news-events/topics/consumer-finance/payday-lending
https://www.uschamber.com/finance/how-credit-cards-keep-americas-small-businesses-running-strong
https://money.usnews.com/credit-cards/articles/how-do-credit-cards-work
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▪ FinTech refers to technology-enabled changes in 
the delivery of financial services through new 
business models, applications, processes and/or 
products

▪ FinTech users grew by 3.4x (from 12.7M to 
43.6M) between 2016 and 2025, more than double 
the 1.5x in traditional credit (from 10.3M to 15.6M).

▪ Consumers increasingly choose fintech products 
for the flexibility and choice they offer.

▪ The Federal Reserve Survey of Household 
Economics and Decision-making suggests the 
top reasons consumers use BNPL products 
include:

▪ Wanting to spread out payments

▪ Being the only way to afford a purchase

▪ Avoiding interest charges 

▪ Having convenience 

▪ Avoiding credit cards

Short-term credit product users over time, by provider type1

Millions of users, 2016-2025

1. For people who report using the credit product in the past 12 months. Volume is based on the number of survey responses, scaled to the U.S. population using the survey weights. FinTech 
captures Buy Now, Pay Later. Due to BNPL only being included in the survey from 2021, 2015 to 2020 usage is back-projected using the 2021-2025 growth rate. Traditional credit captures 
payday and pawn loans. 
Source: Board of Governors of the Federal Reserve System (2026) Economic Well-Being of U.S. Households in 2025; The Federal Reserve (2026) Survey of Household Economics and Decision-
making, 2015-2025 Survey Data; World Bank & IMF (2018) The Bali Fintech Agenda; Mandala analysis.

CONSUMER CREDIT LANDSCAPE AND APR DISCLOSURE

FinTech platforms are helping to meet the demand for short-term credit, with 
users of these platforms more than tripling over the last decade

0

10

20

30

40

50

60

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

FinTech Traditional credit

Examples of key players and products entering the US market

3.4x

1.5x

https://www.federalreserve.gov/consumerscommunities/shed.htm
https://www.federalreserve.gov/consumerscommunities/shed_data.htm
https://www.imf.org/en/news/articles/2018/10/11/pr18388-the-bali-fintech-agenda
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Consumer credit products in the US are required to disclose an Annual Percentage 
Rate (APR), intended to support consumer decision-making

Overview of APRs

CONSUMER CREDIT LANDSCAPE AND APR DISCLOSURE

1. A more complex formula to calculate APR exists called the actuarial method as noted by CFPB (n.d.) Appendix J to Part 1026 — Annual Percentage Rate Computations for Closed-End Credit 
Transactions. 2. Business loans and charge accounts are generally not covered under the relevant legislation as noted by Congress.gov (2024) Overview of the Truth in Lending Act. 
Source: Afterpay (2025) Pay monthly; Bank of America (2026) What is APR and how does it work?; Navy Federal Credit Union (2026) New and used auto loans; Wells Fargo (n.d.) Choose the credit 
card that fits your life; Mandala analysis. 

What are APRs intended for?

APR disclosure requirements and finance charges were established 
under the Truth in Lending Act (1968). APR was intended to provide a 
standardized disclosure requirement for comparing borrowing costs 
across lenders within credit product categories.

𝐴𝑃𝑅 =
𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑐ℎ𝑎𝑟𝑔𝑒𝑠 + 𝑓𝑒𝑒𝑠 ÷ 𝐿𝑜𝑎𝑛 𝑎𝑚𝑜𝑢𝑛𝑡

𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑑𝑎𝑦𝑠 𝑖𝑛 𝑙𝑜𝑎𝑛 𝑡𝑒𝑟𝑚
×365 ×100%

What is an APR?

An Annual Percentage Rate (APR) represents the total annual cost of 
borrowing money, including both the interest rate and any additional fees 
charged. 

It is calculated using the formula below.1

How are APRs used?

Lenders are legally required to disclose an APR for most consumer credit 
products across the US. Business products generally do not require APRs2, 

but are commonly quoted for some products such as business credit cards. 

Sample product APR 
disclosure under the 
legislation2

https://www.consumerfinance.gov/rules-policy/regulations/1026/j/
https://www.congress.gov/crs-product/IF12769
https://www.afterpay.com/en-US/pay-monthly
https://bettermoneyhabits.bankofamerica.com/en/credit/what-is-apr
https://www.navyfederal.org/loans-cards/auto-loans/auto-rates.html#/
https://creditcards.wellsfargo.com/?sub_channel=SEO&vendor_code=G&lp_cx_nm=CXNAME_CSMHP_MC_CG
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| 8MANDALA

Annual Percentage Rate (APR) cap for $500 six-month installment loan or equivalent, by state

Note: Heatmap accurate as of December 2025. Strictness captures consumer APR caps and growth in small business credit disclosure requirements 
Source: Alston & Bird (2026) Commercial Financing Disclosure Requirements and Exemptions; American Bar Association (2025) Commercial Financing 
Disclosure Laws Survey; Congress.gov (2026) S.3793 – Predatory Lending Elimination Act; National Consumer Law Center (2025) Fact Sheet: State 
Annual Percentage Rate (APR) Caps for $500, $2,000 and $10,000 Installment Loans; Skadden (2026) Consumer Financial Enforcement States to Watch 
in 2026; National Conference of State Legislatures (2025) Payday Loans 2025 Legislation; Mandala Analysis. 

CONSUMER CREDIT LANDSCAPE AND APR DISCLOSURE

US states have adopted different approaches to regulating short-term credit 
products, although there has been a trend toward stricter lending requirements

Low/no state regulation Strictest state regulation

Introduced an APR cap of 
36% for non-bank consumer 
loans under $5,000, and a 
25% cap for loans between 
$5,000 to $50,000 in 2023. 
Adopted strong disclosure 
requirements for revenue-
based financing in amounts 
of $250,000 or less.

Maximum allowable APRs for credit products vary 
substantially across states

The median US state APR cap is 39.5%, and 10 US 
states have adopted a 36% cap on APRs, stemming 
from the Military Lending Act implemented in 2006

▪ Some states including New York and Connecticut 
have implemented tighter APR caps than 36%, 
making some credit products commercially 
unviable

▪ Some states such as Idaho have no cap on APRs, 
instead requiring that a loan’s terms are not 
unconscionable

States are trending toward stricter lending and 
disclosure requirements

▪ The Predatory Lending Elimination Act (S.3793) 
introduced in February 2026 seeks to apply a 
nationwide APR cap of 36% to all consumer 
credit products by extending the Military Lending 
Act and amending the Truth in Lending Act (TILA)

▪ At least 10 states had pending legislation to 
regulate payday lending as of 2025

▪ 11 states over the last three years have 
implemented disclosure requirements for small 
business credit products

Long-standing APR cap of 
16% for loans under 
$250,000. Payday loans are 
illegal and BNPL is heavily 
regulated under the “Buy-
Now-Pay-Later Act”. One of 
few states to require TILA-
like disclosures from small 
business credit products.

New York

States with strictest APR caps 

Connecticut

https://www.alstonconsumerfinance.com/commercial-financing-disclosure-requirements-exemptions/
https://www.americanbar.org/groups/business_law/resources/business-lawyer/2025-spring/commercial-financing-disclosure-laws-survey/
https://www.congress.gov/bill/119th-congress/senate-bill/3793/text
https://www.nclc.org/resources/fact-sheet-state-annual-percentage-rate-apr-caps-for-500-2000-and-10000-installment-loans/
https://www.ncsl.org/financial-services/payday-loans-2025-legislation
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The APR disclosure regime was developed almost 60 years 
ago, and does not reflect today’s diverse credit system

APRs can misrepresent borrowing costs, particularly for 
short-term credit products, potentially pushing consumers to 
higher-cost alternatives, limiting credit access

Americans are increasingly using short-term credit, however 
they are bound by outdated disclosure requirements

Alternative disclosure requirements could better protect and 
support consumers in the modern credit landscape

Appendix
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Short-term credit products have evolved in response to changing consumer and 
business needs, along with technological advancements

Overview of consumer and SMB credit trends across US macroeconomic phases

Note: New credit products are non-exhaustive. 
Source: Alcazar and Bradford (2020) In the Nick of Time: The Rise of Earned Wage Access; Block (2025) Block's Modern Approach to Credit: Expanding Access While Managing Risk ; Capital One (2025) When 
were credit cards invented?; EBMS (2024) The Evolution of Buy Now, Pay Later: A Historical Perspective; Forbes (2025) History of credit cards; Cohen (2025) The History of Merchant Cash Advances; Grier 
(2019) The History & Future of the Merchant Cash Advance Industry; Horowitz and Kravitz (2023) Payday Loans and Overdraft; Johnson (2025) The Future of Small Business Lending is Embedded; Ryan et al. 
(2011) A Brief Postwar History of U.S. Consumer Finance; SBA (2025) Celebrating 70 years of service to America's small businesses; U.S. Department of the Treasury (2026) About Us; Mandala analysis.

TODAY’S COMPLEX CREDIT SYSTEM

Shifting economy (1980-1990s):
Financial liberalization

Internet economy (2000-2010s):
Increasing use of digital commerce

Modern economy (2010s-Present):
New emerging financial infrastructure

Postwar economy (1950-1970s): 
Rising household consumption
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▪ Household participation in 
financial activities and use of 
credit rises 

▪ Small businesses compete 
more intensely in response to 
growing demand and 
regulatory shifts

▪ Post-war prosperity raises 
household wealth and 
consumption 

▪ Large banks and credit 
unions dominate financial 
services

▪ Retail, banking, and financial 
services digitalize rapidly

▪ Small business exposure to 
global supply chains and 
competition increases

▪ Income becomes more 
flexible and fragmented 
through gig and creator work

▪ Digital platforms become the 
primary way consumers shop 
and businesses operate

▪ Newfound household 
demand drives uptake of 
installment credit

▪ SMBs need working capital 
to keep pace with growing 
demand

▪ Consumers increasingly seek 
short-term liquidity to fund 
consumption

▪ SMBs face cash flow gaps as 
competition increases

▪ Consumers seek access to 
new online short-term credit 
products

▪ SMBs need quick capital 
without lengthy bank 
approval processes

▪ Consumers expect credit to 
be instant and integrated 
into online purchases

▪ Digital-first SMBs expect 
integrated credit offerings 
that recognize transaction 
data, not just credit history

▪ Credit cards
▪ Merchant cash advance
▪ Small Business 

Administration (SBA) loans
▪ Business credit cards

▪ Community Development 
Financial Institutions (CDFI) 
Fund

▪ Auto-title loans
▪ Payday loans

▪ Buy Now, Pay Later
▪ Embedded borrowing within 

apps and other platforms
▪ Crypto-backed loans

▪ Online small installment 
loans

▪ Earned wage access

https://www.kansascityfed.org/research/payments-system-research-briefings/rise-earned-wage-access/
https://block.xyz/inside/how-block-is-building-more-inclusive-access-to-credit
https://www.capitalone.com/learn-grow/money-management/when-were-credit-cards-invented/
https://medium.com/@big4wallstreet/the-evolution-of-buy-now-pay-later-a-historical-perspective-d286bd08d9ca
https://www.forbes.com/advisor/credit-cards/history-of-credit-cards/
https://www.colonnacohenlaw.com/the-history-of-merchant-cash-advances/?utm_source=chatgpt.com
https://www.moneythumb.com/blog/the-history-future-of-the-merchant-cash-advance-industry/
https://www.pew.org/en/research-and-analysis/articles/2023/06/02/payday-loans-and-overdraft-a-short-history-and-whats-next?utm_source=chatgpt.com
https://fintechtakes.com/articles/2025-02-18/the-future-of-small-business-lending-is-embedded/
https://www.hbs.edu/businesshistory/Documents/trumbull-tufano-article-credit-card.pdf
https://www.sba.gov/about-sba/organization/observances/celebrating-70-years-service-americas-small-businesses
https://www.cdfifund.gov/about
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68%
85%

30%Auto loan

23%Personal loans

22%Consumer goods loan

8%Single-payment loans

3%Repair and modernization

7%Charge accounts

5%Service credit

2%Revolving (credit cards)

Total

Breakdown of consumer credit in 2025

% of consumer credit% of consumer credit

Note: Mortgage loans are excluded as part of consumer credit. Student loan data is unavailable for 1968 but is 
likely a small share of consumer credit. Including student loans would raise the purpose-specific credit share 
above 85%.Source: Board of Governors of the Federal Reserve System (1969) Federal Reserve bulletin; FDIC 
(2025) BankFind Suite; FRED (2026) Revolving Consumer Credit Owned and Securitized; Mandala analysis. 

1. CAGR measures the mean annual rate of growth in outstanding balance from 
2020 to 2025. Mortgage loans are excluded as part of consumer credit. 
Source: Euromonitor Passport (2026) Payments and lending dataset 2011-2030 US; 
Company data (2026) Fintech companies USA; FDIC (2025) BankFind Suite; 
Mandala analysis. 

TODAY’S COMPLEX CREDIT SYSTEM

The consumer credit market has evolved significantly since APR became the 
standard disclosure requirement in 1968

Auto loan

27%Education loan

<1%

Microcredit

Payday

1%

<1%

Buy Now Pay Later

Total

Overdrafts 1%

Card lending 30%

Durables loan 2%

Personal loans 3%

Home improvement loan 8%

29%

The APR requirement became standardized when 85% of consumer credit 
consisted of purpose-specific loans with defined repayment schedules.

Around 1 in 3 dollars (32%) of consumer credit now flows to products that 
were largely absent when APR became the standard disclosure requirement.

Purpose 
specific credit 
(68%)

32%

BNPL is 
growing 
rapidly at 
52% CAGR1

Everyday 
spending 
credit (32%)

Breakdown of consumer credit in 1968

Purpose 
specific credit 
(85%) 
financing for a 
planned 
purchase or 
investment

Everyday 
spending credit 
(15%) financing 
for spending and 
short-term 
liquidity

15%

https://fraser.stlouisfed.org/title/federal-reserve-bulletin-62/october-1969-21418?page=158
https://banks.data.fdic.gov/explore/historical?displayFields=STNAME%2CBANKS%2CASSET%2CDEP%2CEQNM%2CNETINC&selectedEndDate=2025&selectedReport=CBF&selectedStartDate=1968&selectedStates=0&sortField=YEAR&sortOrder=desc
https://fred.stlouisfed.org/series/REVOLSL
https://www.euromonitor.com/
https://companydata.com/usa/fintech-companies-usa/
https://banks.data.fdic.gov/explore/historical?displayFields=STNAME%2CBANKS%2CASSET%2CDEP%2CEQNM%2CNETINC&selectedEndDate=2025&selectedReport=CBF&selectedStartDate=1968&selectedStates=0&sortField=YEAR&sortOrder=desc
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The modern economy is no longer characterized by a single, dominant earning 
model, paving the way for a more diverse set of supporting credit products

Earning models in 1968 compared to today

Note: Illustrative comparison.
Source: ABI (2001) The Meaning of Consumer Credit in the United States; Block (2026) The Rise of the Modern Earner Economy; Cordeiro & Assuncao (2024) Health and work: new times, new 
paradigms; Ryan et al. (2010) A Brief Postwar History of US Consumer Finance; Mandala analysis.

TODAY’S COMPLEX CREDIT SYSTEM

Small business owner
Irregular revenue and timing

Casual/part-time worker
Variable hours and shifts, often with 
multiple jobs

Seasonal worker 
Seasonal income patterns

Independent worker
Freelancer or contractor, often with 
multiple clients

Platform /gig worker 
On-demand work, variable hours

Salaried employee
One employer, regular salary

More diverse earning models
Different employers, contracts, hours, locations and ways of working

More diverse income patterns
Irregular timing, fluctuating amounts, multiple income streams

More specialized borrowing needs
Day-to-day cash flow, short-term gaps, smoothing

More specialized credit products
Traditional loans plus short-term, flexible and targeted products

Stable employment
Long-term job security and stable hours

Predictable income
Regular paycheck, consistent cash flow

General borrowing needs
Major life events and planned purchases

General-purpose credit products 
Mortgage, personal loan, credit card

The traditional worker
▪ Full-time, permanent 

employee
▪ One employer

▪ Standard work week (9-5)
▪ Earned a regular salary

▪ Long-term career path

1968: One dominant earning model Today: Multiple earning models

Consumer and SMB financial needs have diversified, driving demand for more specialized credit products. A broader set of credit products is needed to support 
access and financial resilience as income patterns become less uniform and ways of earning a living diversify. 

https://www.abi.org/abi-journal/the-meaning-of-consumer-credit-in-the-united-states?__cf_chl_f_tk=e3dVmT.MVTWnzYKD9wl1uCNhRF6GiSAO0mmXlk_cosc-1783389152-1.0.1.1-ogqq.lBtuGJXOoB30Suhzza675HJBw20Yl6LJngQB3A
https://block.xyz/inside/the-rise-of-the-modern-earner-economy
https://pmc.ncbi.nlm.nih.gov/articles/PMC10877694/
https://www.hbs.edu/ris/Publication%20Files/11-058.pdf
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More specialized borrowing needs have driven a broader ecosystem of credit 
products

Overview of modern financial needs and credit products

Source: Schneider (2025) An Overview of Consumer Finance Products and Related Policy Issues; Mandala analysis.

TODAY’S COMPLEX CREDIT SYSTEM

Credit has become increasingly specialized as financial markets evolve. Consumers and SMBs now use a range of products for different purposes. Traditional 
lending remains essential for major investments and longer-term borrowing, while short-term products such as BNPL and platform-based small dollar loans (e.g. 
Cash App Borrow) have emerged to address everyday spending and short-term cash flow needs.

▪ Unexpected expenses
▪ Short-term cash gaps
▪ Liquidity buffer

Build long-term assets 
and human capital

▪ Buy a home
▪ Invest in education

▪ Mortgage
▪ Student loan

▪ Business loan
▪ Line of credit
▪ Equipment finance

▪ Auto loan
▪ Personal loan
▪ Retail finance

▪ Credit card
▪ BNPL
▪ Store card

▪ Small dollar loan
▪ Overdraft
▪ Short-term loan

.Manage everyday 

spending 

Bridge short-term 
gaps

Grow and run a 
business

Make planned 
purchases 

▪ Start a business
▪ Invest in equipment
▪ Manage cash flow

▪ Buy a vehicle
▪ Home improvements
▪ Major purchases

▪ Everyday purchases
▪ Travel and leisure
▪ Recurring expenses

Modern 
borrower
Consumers 
and SMBs

Long-term financing for 
major life investments

Financing to start, invest 
in and operate a business

Financing for planned, 
higher-value purchases

Flexible payment options 
for everyday spending

Short-term borrowing to 
cover unexpected needs

Underlying needs Credit productsBorrower goal Product function

https://www.congress.gov/crs-product/R48747
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Platform-based short-term credit usage is typically brief, low cost, and repaid on 
time

Usage and cost statistics for a collection of Block small-dollar short-term credit products

1. Total cost of the loan, including finance charges and late fees 2. Calculated based on the median cost of the loan and the median loan amount. Note: Bars reflect the interquartile range from  a 
sample of internal Block data. Sample consisted of 100,000 users of each of Cash App Borrow, Afterpay Pay-in-4 and Square Loans (n=300,000). 
Source: Internal Block data; Mandala analysis.

TODAY’S COMPLEX CREDIT SYSTEM

Cash App 
Borrow

Afterpay 
Pay-in-4

Square 
loans

Average repayment timeframe Amount borrowed Cost of the loan1 Share without late fees

98%

97%

100%

Platform-based short-term credit is typically repaid within weeks to a few months (median 29 to 110 days), with a low incidence of attracting late fees across all 
three products (0% to 3%). This points to episodic and brief usage that is well-managed rather than persistent debt.

42 days
Fixed term

Median: 29 days

28 days 31 days

Median: 110 days

76 days 246 days

Median: $63

$31 $150

Median: $74

$41 $123

$1,350 $9,950

Median: $3,760

$175 $1,411

Median: $538 (14% of principal2)

$0 for 97%
of customers 

$1 $8

Median: $4 (6% of principal2)

Lower 
quartile

Upper 
quartile

Median



X

X

X

X

X

X

X

X

X

X

X

X

X

X

P
ri

m
ar

y
S

ec
on

d
ar

y
T

ra
ff

ic
 

lig
ht

s

| 15MANDALA

Every major component of the typical lending model has evolved since 1968,
except disclosure 

Components of the lending model in 1968 compared to today

Source: Block (2025) Block’s Modern Approach to Credit; Block (2026) The Rise of the Modern Earner Economy; CFPB (1968) Truth in Lending Act; Federal Reserve (2026) “Buy Now, Pay Later” 
Beyond “Pay in 4”, A Comprehensive Product Overview; Mandala analysis.

TODAY’S COMPLEX CREDIT SYSTEM

Fit-for-purpose disclosure should evolve alongside the lending model , not unintentionally constrain innovations that improve consumer 
access and choice. 

Disclosure is the least 
evolved component of 

the lending model 

While most 
components of the 
lending model have 
seen significant 
evolution, disclosure 
continues to rely on an 
outdated requirement

Restrictive APR 
caps may make certain 
modern lending 
models commercially 
unviable, reducing 
consumer access to 
credit

Level of 
evolution 

Component 5. Disclosure 4. Distribution 1. Credit 
assessment

3. Pricing 
structure 

2. Product 
types

1968 
(when TILA was 
introduced)

Credit bureau data 
and income 
verification 

General-purpose 
loans (e.g. personal 
loans, credit cards) 

Interest-based 
pricing charged over 
time 

Branches and direct 
lender applications

Annual percentage 
rate (APR)

Significant evolution
Incremental 
evolution only

Significant evolution Significant evolution Significant evolution

Today 

▪ Cash-flow 
analysis 

▪ Transaction data 
▪ Alternative data 
▪ AI / ML models 

▪ BNPL 
▪ Cash App Borrow 
▪ Short-term 

installments 
▪ Specialized 

lending 

▪ Interest/fixed fees
▪ Merchant-funded 

(e.g. BNPL) 
▪ Subscription 

models 
▪ Revenue share 
▪ Hybrid models 

▪ Embedded finance 
▪ In-app lending 
▪ Platform-based 

credit 
▪ Instant digital 

approval 

▪ APR (with 
incremental 
refinements over 
time)

https://block.xyz/documents/modern-approach-to-credit.pdf
https://block.xyz/inside/the-rise-of-the-modern-earner-economy
https://files.consumerfinance.gov/f/201503_cfpb_truth-in-lending-act.pdf
https://www.federalreserve.gov/econres/notes/feds-notes/buy-now-pay-later-beyond-pay-in-4-a-comprehensive-product-overview-20260605.html
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2

3

1

4

5

The APR disclosure regime was developed almost 60 years 
ago, and does not reflect today’s diverse credit system

APRs can misrepresent borrowing costs, particularly for 
short-term credit products, potentially pushing consumers 
to higher-cost alternatives, limiting credit access

Americans are increasingly using short-term credit, however 
they are bound by outdated disclosure requirements

Alternative disclosure requirements could better protect and 
support consumers in the modern credit landscape

Appendix
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| 17MANDALA

A range of disclosure metrics have been proposed or implemented across 
different jurisdictions to communicate the cost of credit 

Overview of select financial disclosure approaches 

Source: Bertrand & Morse (2011) Information Disclosure, Cognitive Biases, and Payday Borrowing; Consumer Financial Protection Bureau (2026) § 1026.22 Determination of annual percentage rate; 
European Union (2008) Directive 2008/48/EC of the European Parliament; SoLo (2023) The 2023 Cash Poor Report; United Kingdom Government (2010) The Consumer Credit (Total Charge for 
Credit) Regulations; Mandala analysis.

IMPLICATIONS OF APRS FOR CONSUMERS AND SMBS

Each disclosure approach measures cost differently, suits different products and borrower behaviors, and has different regulatory adoption and evidence.

Best 
suited to

Adoption 
& evidence

Measures 

Annual Percentage 
Rate (APR) 

Typical Realized 
Cost (TRC)

Annualized cost of credit 
expressed as a single yearly 
rate that reflects payment 
timing. 

Aggregate dollar cost a 
borrower typically incurs over 
the credit episode, including 
late fees and reborrowing.

Comparing longer-term 
installment loans with defined 
repayment schedules. 

Products with high rollover or 
repeat-borrowing, where 
realized cost differs from stated 
terms.

Widely mandated by 
regulators (e.g. US TILA). High 
regulatory adoption and long-
standing use. 

Inspired by academic research. 
Not currently mandated by 
regulators. 

Total Cost of Credit
(TCC) 

Aggregate dollar cost of credit 
over the full term (including 
interest, fees, charges and 
taxes). 

Fixed-term loans where total 
cost over the life of the loan is 
clear. 

Mandated in the UK and EU. 
Moderate to high regulatory 
adoption and evidence base.

Cost per $100 
borrowed 

Total cost of credit as a flat 
dollar amount per $100 
borrowed. 

Short-duration and small 
amount credit where APR can 
be misleading. 

Explored by the UK FCA as an 
alternative to APR for short-
term credit. Limited regulatory 
adoption to date. 

https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.2011.01698.x
https://www.consumerfinance.gov/rules-policy/regulations/1026/22/
https://eur-lex.europa.eu/eli/dir/2008/48/oj/eng
https://solofunds.com/thecashpoor2023/
https://www.legislation.gov.uk/uksi/2010/1011/made
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APR disclosures can create a disproportionately high perception of borrowing 
cost, particularly for shorter-duration credit

Actual against implied cost of credit under APR disclosure

USD, 2026

IMPLICATIONS OF APRS FOR CONSUMERS AND SMBS

Typical Loan size

Illustrative APR

Actual cost1

7%

$300,000

$400,000

Mortgage

1.5x

30-year term

Small-dollar, short-
term personal loan

13x

Low High

Buy Now, Pay 
Later Pay-in-4

12.9x

Term loan

2.8x

APR distortion

Platform-
embedded loan1

1.5x

Equipment financing

1.7x

10%

$100,000

$60,000

18%

$30,000

$4,000

56%

$20,000

$4,000

36%2

$115

$5

65%

$150

$10

10-year term 9-month term 6-month term 6-week term 4-week term

Actual cost of credit1 Implied cost under APR disclosure

APR implied costs are defined as the principal multiplied by the disclosed APR rate. For multi-year loans, this annual rate is multiplied by the number of years 
in the loan. 

Different disclosure methods can shape how expensive a loan feels. As loan terms shorten, APRs create a much higher perceived cost than actual cost, leading 
consumers and SMBs to overestimate short-term credit expenses.

1. Actual cost represents TCC, defined as the aggregate dollar cost of credit (including interest, fees, charges and taxes) over the full term. Note: For further detail on the calculation, please see 
the methodology section. 2. Maximum APR applied to out of network transactions 
Source: Afterpay (2026) Pay monthly now available; StudentAid (n.d.) Interest Rates and Fees for Federal Student Loans; Barkley & Leicht (2026) Compare today’s mortgage rates; Baynes & Gerson 
(2026) Current SBA Loan Rates Explained (2026): 7(a), 504 & Microloan; Cash App (2025) Borrow Loan Agreement; Square (n.d.) Loans; Ward (2026) Average Business Loan Interest Rates for 2026; 
Mandala analysis.

https://www.afterpay.com/en-US/pay-monthly
https://studentaid.gov/understand-aid/types/loans/interest-rates
https://www.forbes.com/advisor/mortgages/mortgage-rates/
https://clarifycapital.com/blog/sba-loan-rates
https://cash.app/legal/us/en-us/feb-sfs-borrow-loan-agreement
https://cash.app/legal/us/en-us/feb-sfs-borrow-loan-agreement
https://squareup.com/us/en/banking/loans?country_redirection=true
https://www.sofi.com/learn/content/average-interest-rates-business-loans/
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APRs continue to overstate the cost of credit when consumers and SMBs pay their 
loans three months late

Actual against implied cost of credit under APR disclosure, including late fees

USD, 2026

IMPLICATIONS OF APRS FOR CONSUMERS AND SMBS

Typical Loan size

Illustrative APR

Actual cost2

Extra late fees

56%

$20,000

$4,000

36%1

$115

$5

65%

$150

$10

$1,400 $253 $25

6-month term 6-week term 4-week term

2.1x

Term loan

1.5x

Buy Now, Pay Later Pay-in-4

3.1x

Small-dollar, short-term personal loan

1. Maximum APR applied to out of network transactions 2. Actual cost represents TCC, defined as the aggregate dollar cost of credit (including interest, fees, charges and taxes) over  the full 
term. 3. Note that this is the maximum late fee that can be charged, with fees capped 25% of the order value. Note: For further detail on the calculation approach, please see the methodology 
section. Source: Afterpay (2026) Pay monthly now available.; Afterpay (2026) Is there a cost to using Afterpay?; Cash App (2025) Borrow Loan Agreement; Cash App (n.d.) Understand what happens 
if you miss a Borrow payment; Ward (2026) Average Business Loan Interest Rates for 2026; Mandala analysis.

Even when borrowers incur late fees, the cost of credit can remain up to 3.1 times lower than the cost implied by the disclosed APR. APR calculations do not 
typically account for late fees, showing how far APR overstates the true cost of credit.

https://www.afterpay.com/en-US/pay-monthly
https://www.afterpay.com/en-US/help/900005359783-Is-there-a-cost-to-using-Afterpay
https://cash.app/legal/us/en-us/feb-sfs-borrow-loan-agreement
https://cash.app/help/us/en-US/90162-understand-what-happens-if-you-miss-a-borrow-payment
https://www.sofi.com/learn/content/average-interest-rates-business-loans/
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Financial disclosure requirements can have a significant impact on consumer 
choices, with APRs potentially pushing borrowers to higher-cost products 

Consumer rankings of products under different disclosure requirements

1.  Likely credit cost refers to the expected cost of using this product in the scenario presented. It captures finance charges the borrower could expect to incur over the life of the loan
Note: Survey respondents were randomly allocated to one of four groups, each shown a different disclosure metric describing the above products. While the disclosure metrics were different, the 
products were otherwise identical across groups. 
Source: BPI international consumer survey (2026), n = 1,597; Mandala analysis.

IMPLICATIONS OF APRS FOR CONSUMERS AND SMBS

Product ranking more accurately represents true cost

Increase in ranking compared to APR

Respondents were 
asked to rank a set of 
credit products from 
most to least likely to 
use, given a surprise 
$500 expense they 
could not cover, but 
were expected to pay 
back. Borrowing from 
friends or family was 
not an option under 
this scenario.

Survey scenario

4

APR disclosure

1

2

3

5

2

TCC disclosure

1

3

5

4

$21

Likely credit 
cost1

$24

$25

$73

$50

BNPL

Credit 
card

Small 
loan

Personal 
loan

Payday 
loan

1

TRC disclosure

3

2

4

5

BNPL is the least 
expensive but 
ranked 4th under 
APR disclosure. 
This rank rises to 
2nd under TCC and 
1st under TRC 
disclosure.

Personal loans are 
the most expensive 
but ranked 3rd 
under APR 
disclosure. This 
rank falls to 5th 
under TCC, 4th 
under TRC 
disclosure.

Decrease in ranking compared to APR
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Revealed consumer preferences suggest they are comfortable with high APRs 
despite states imposing restrictive caps

Consumer-reported fair APRs against State APR caps

% of survey respondents, 2026

1. Mean calculated after removing the top and bottom 10% of responses. 2. Based on state APR caps for $500 six-month installment loan
Source: National Consumer Law Center (2025) Fact Sheet: State Annual Percentage Rate (APR) Caps for $500, $2,000 and $10,000 Installment Loans; Consumer Financial Protection Bureau (2026) 
§ 1026.22 Determination of annual percentage rate; BPI international consumer survey (2026), n = 1,597; Mandala analysis.

IMPLICATIONS OF APRS FOR CONSUMERS AND SMBS

16% 16% 17%

36% 36%

43% 45%

52%

79%

New York North Carolina Arkansas Connecticut Illinois Kansas California Florida Trimmed 
mean survey 

response1

The trimmed mean APR consumers are willing to pay sits at 79%, nearly five times the state cap in New York and North Carolina, and well above caps in multiple 
other states. This gap suggests APR caps may be too restrictive for small-dollar, short-term credit products, preventing consumers from accessing products they 
view as fairly priced.

States with most restrictive APR caps on small-dollar, short-term loans2

State APR caps define the 
maximum combined rate a 
lender can charge. For 
example, New York's 16% cap 
means a lender cannot charge 
more than 16% APR on a loan.

Survey scenario

Respondents were 
asked what they would 
consider a fair interest 
cost (in $ terms) for a 
loan of $500 for a 6-
week period. These 
responses were then 
converted into a 
‘trimmed mean’ of 
$43, from which an 
APR was estimated 
across all responses

https://www.nclc.org/resources/fact-sheet-state-annual-percentage-rate-apr-caps-for-500-2000-and-10000-installment-loans/
https://www.consumerfinance.gov/rules-policy/regulations/1026/22/
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The APR disclosure regime was developed almost 60 years 
ago, and does not reflect today’s diverse credit system

APRs can misrepresent borrowing costs, particularly for 
short-term credit products, potentially pushing consumers to 
higher-cost alternatives, limiting credit access

Americans are increasingly using short-term credit, however 
they are bound by outdated disclosure requirements

Alternative disclosure requirements could better protect 
and support consumers in the modern credit landscape

Appendix
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An effective credit disclosure approach should build on the foundational principles 
of TILA to reflect the diverse credit landscape and needs of consumers today

Principles of disclosure requirements

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

Access
Disclosure requirements should support access to credit products that appropriately meet 
financial needs, supporting choice and innovation.

Current disclosure arrangements 
should periodically be revisited to 
ensure these foundational principles 
are being adequately met, but also 
expanded upon to meet the diverse 
needs of the modern credit landscape

The Truth in Lending Act’s declaration 
of purpose references core consumer 
protection principles

Transparency
Disclosures should clearly 
present the upfront costs 
of credit to build consumer 
trust.

Comparability
Disclosures should enable 
meaningful like-for-like 
comparison.

Comprehension
Disclosures should be easy 
to understand, supporting 
informed decisions.

Americans are increasingly using short-term credit but are bound by outdated disclosure metrics.

The APR disclosure regime was developed almost 60 years ago, and does not reflect today's complex 
credit system.

APRs can misrepresent borrowing costs, pushing borrowers toward higher-cost products and restricting 
access to others.

Access should be considered as an 
additional protection principle to 
ensure all consumers get the right 
products for their needs

Structural changes in the credit landscape drive a need to shift away from TILA ’s 60-year-old APR-centric 
approach
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Alignment:

Alternative disclosure requirements may better align with modern consumer 
protection principles

Overview of disclosure requirements and their alignment with policy principles

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

High Medium Low

Annual percentage rate (APR) Cost per $100 Total cost of credit (TCC) Typical realized cost (TRC)

Foundational 
consumer 
protection 
principles 
(referenced 
by TILA)

Transparency

Misrepresents implied 
costs for short-term 
credit, but accurately 
represents revolving 
products

Accurately represents 
costs for revolving and 
short-term credit, but does 
not effectively convey total 
cost for large loans

Accurately represents 
costs across most credit 
types, but not calculable 
for revolving products

Captures late fees and 
core costs, including for 
revolving products, but not 
for new products with 
limited data

Comparability
Allows for comparison 
within similar product 
types

Allows for comparison 
within similar product 
types

Allows for comparison 
within similar product 
types

Allows for comparison 
within similar product 
types, though harder for 
new products with limited 
usage data

Comprehension
Mixed level of consumer 
understanding of 
disclosure requirement

Mixed level of consumer 
understanding of 
disclosure requirement

Mixed level of consumer 
understanding of 
disclosure requirement

Mixed level of consumer 
understanding of 
disclosure requirement

Additional 
principles

Access

May overstate short-term 
product costs, 
discouraging access to 
newer, innovative options

Applies across most credit 
types, and does not restrict 
access to any specific 
product segment

Applies across most credit 
types, and does not 
restrict access to any 
specific product segment

Requires historical data, so 
may exclude newer 
products from being 
offered or disclosed

Source: Mandala analysis. 

The above assessment draws on a detailed survey of credit consumers, analysis of the credit product landscape, and a review of existing academic and policy research. 

1

3

4

2

The following slides provide an 
assessment of each disclosure 
approach against these 
principles
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Transparency

▪ Dollar-based measures (TRC, cost per $100, TCC) 
were typically rated as being more representative 
of the true cost of borrowing than APR, likely 
because they present a tangible figure rather 
than an annualized rate.

▪ Of the four measures, only TRC captures late 
fees for the average borrower and loan, providing 
a more complete picture of total cost. TCC 
cannot be calculated for revolving credit, given 
the absence of a fixed principal or term.

Comparability

▪ APRs ranked as second least useful for 
comparison when deciding whether to proceed 
with a loan, after TRCs. This is consistent with UK 
research in 2026, which found that the total 
amount repayable was more useful for comparing 
and choosing a credit product than the APR.2 

▪ TRC requires historical data on average loan size 
and borrower behavior, limiting comparability 
when a new product is assessed alongside 
established products.

Overview of consumer and SMB attitudes toward disclosure transparency and comparability

% of respondents

1. GovInfo (2024) 15 U.S.C. 1601 - Congressional findings and declaration of purpose; GovInfo (n.d) Public law 90-321; 2. FCA (2026) Research Note: Navigating the disclosure trade-off: Balancing 
flexibility and standardisation in cost-of-credit information. 
Source: BPI international consumer survey (2026), n = 1,597; Mandala analysis.

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

Transparency and comparability: APR is perceived by survey respondents as the 
least representative of the cost of borrowing compared to other disclosures

APRs were ranked the least representative of the true cost of borrowing for both consumers and SMBs 
out of the four options. APRs were also ranked second after TRC as the least useful disclosure to 
compare products when deciding whether to proceed with a loan. 

TILA's declaration of purpose calls for price 
transparency through consumers’ "awareness 
of the cost [of credit]” 1

TILA calls for comparability through “the 
consumer [to be] able to compare more readily 
the various credit terms”1

APR TRC Cost per 
$100

TCC

29%

24% 24%
22%

Least representative of the true cost of borrowing

APR TRC Cost per 
$100

TCC

24%
27%

24%

18%

Least useful in deciding whether to proceed

https://www.govinfo.gov/app/details/USCODE-2024-title15/USCODE-2024-title15-chap41-subchapI-partA-sec1601/summary
https://www.govinfo.gov/app/details/STATUTE-82/STATUTE-82-Pg146/context
https://www.fca.org.uk/publications/research-notes/research-note-navigating-disclosure-trade-balancing-flexibility-and-standardisation-cost-credit
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Transparency and comparability: No single disclosure requirement is suited to every 
product type - an effective modern framework allows for flexibility

Overview of transparency and comparability of disclosure requirements across select consumer credit products 1

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

L
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rm
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1. This list of credit products is illustrative and not intended to be exhaustive. 
Source: Consumer Financial Protection Bureau (2013) CARD Act Report: A review of the impact of the CARD Act on the consumer credit card market ; Financial Conduct Authority (2021) Woolard 
Review into unsecured credit market; Bertrand & Morse (2011) Information Disclosure, Cognitive Biases, and Payday Borrowing; CFPB (2013) Know Before You Owe – Testing Factsheet; Equifax (2026) 
What is an APR on a credit card?; Mandala analysis.

Cannot be easily calculated 
for credit cards, since there 
is no fixed repayment period 
to base the cost on

Well suited to product, 
although multiple rates (e.g. 
purchase, balance transfer) 
can complicate comparison

Credit cards

Well suited to the fixed-
installment structure, and 
comparable across similar 
providers

Flat fees and short durations 
can overstate BNPL implied 
cost and make comparison 
difficult

BNPL

Rollover risk can differ by 
lender, but comparable when 
terms are similar

Annualizing a short-term loan 
can overstate its perceived 
cost, but comparable when 
terms are similar

Small dollar, 
short term 
loans

Fixed-term 
personal loan

A fixed interest rate 
determines cost accurately, 
and stays comparable across 
similar-term loans

A fixed interest rate 
determines cost accurately, 
and stays comparable across 
similar-term loans

Does not give a clear view of 
total cost, though it remains 
comparable within similar-
term loans

A fixed rate accurately 
represents this loan's cost, 
but less comparable for 
adjustable rates

Category Annual percentage rate (APR) Cost per $100

Mortgage

Blends borrowers who pay in 
full with those who carry a 
balance, limiting comparison

No total cost can be stated 
before spending occurs, so 
issuers cannot easily be 
compared

Late-fee data can be 
immature across providers, 
limiting understanding of 
cost and comparability

Well suited to the fixed-
installment structure, and 
comparable across similar 
providers

Internalizes rollover and 
renewal costs, allowing for 
useful product comparison 

Rollover risk can differ by 
lender, but comparable when 
terms are similar

Internalizes late fees, 
allowing for useful product 
comparison 

A fixed interest rate 
determines cost accurately, 
and stays comparable across 
similar-term loans

Different historical interest 
rates can misrepresent 
costs, but comparable within 
similar terms

A total cost at origination 
stays accurate and 
comparable across same-
term loans

Total cost of credit (TCC) Typical realized cost (TRC)

High Medium LowSuitability:

https://files.consumerfinance.gov/f/201309_cfpb_card-act-report.pdf
https://www.fca.org.uk/news/press-releases/fca-publishes-woolard-review-unsecured-credit-market
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1540-6261.2011.01698.x
https://files.consumerfinance.gov/f/201311_cfpb_factsheet_kbyo_testing.pdf
https://www.equifax.com/personal/education/credit-cards/articles/-/learn/credit-card-apr/
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Comprehension

▪ 31% of consumer and SMB survey respondents 
said they could confidently explain APRs, 
compared with slightly higher shares for cost per 
$100 (34%) and TCC (33%); about 30% said the 
same for TRC. These results align with broader 
findings that 3 in 10 Americans do not know what 
"APR" stands for.²

▪ The comprehension gap is not unique to the US. 
Surveys suggest that across the UK, 62% to 69% 
of consumers cannot correctly define what an 
APR is, showing that comprehension gaps persist 
across jurisdictions that use the metric.3 

Ease of comprehension for consumers and SMBs, by disclosure requirement

% of respondents who answered they could ‘very confidently’ explain the cost disclosure requirement 

1. GovInfo (2024) 15 U.S.C. 1601 - Congressional findings and declaration of purpose; GovInfo (n.d) Public law 90-321; 2. US News (2019) More than  1 in 3 Americans Don’t Realize How They’re 
Affected by Bad Credit; 3. IFA Magazine (2023) New study reveals the state of mortgage literacy in the UK ; Wealth and Finance International (2019) 68% of Credit Card Holders Don’t Know What An 
APR is and Why This Is Costing Them Money.     
Source: BPI international consumer survey (2026), n = 1,597; Mandala analysis.

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

Comprehension: Consumers and SMBs understand APRs to a similar degree to 
alternative disclosure requirements

34% 33%
31% 30%

Cost per $100 TCC APR TRC

APRs were similarly understood as other disclosure requirements, with 31% of respondents stating that 
they could very confidently explain what APRs mean. This figure may be inflated by familiarity bias, as 
APR is a widely marketed term, so respondents may overstate their level of understanding.

TILA’s declaration of purpose calls for comprehension as a core principle through references to the 
importance of consumer’s “informed use of credit” 1

https://www.govinfo.gov/app/details/USCODE-2024-title15/USCODE-2024-title15-chap41-subchapI-partA-sec1601/summary
https://www.govinfo.gov/app/details/STATUTE-82/STATUTE-82-Pg146/context
https://www.usnews.com/info/blogs/press-room/articles/2019-04-02/more-than-1-in-3-americans-dont-realize-how-theyre-affected-by-bad-credit
https://ifamagazine.com/new-study-reveals-the-state-of-mortgage-literacy-in-the-uk-4-in-5-brits-dont-know-what-an-apr-is/
https://wealthandfinance.digital/68-of-credit-card-holders-dont-know-what-an-apr-is-and-why-this-is-costing-them-money/
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Access: Disclosure requirements should support access to innovative credit 
products such as BNPL, that meet the needs of diverse consumer groups

Demographics of modern short-term product usage 

% of respondents who have used the product type in the last 12 months

Note: Low-income household defined as households earning less than $64,000 while high income households are classified as those earning $164,000 or more annually. 
Source: BPI international consumer survey (2026), n = 1,597; Block (2025) Block’s modern approach to credit; Mandala analysis.

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

42%

30%

38%

31%

53%

33%

22%

16%

37%

83%

BNPL

Short-term 
installment loans

Small-dollar 
short-term loans

Personal loans

Credit cards

Low income household High income household

Newer, 
platform-
based 
credit

More 
traditional 
credit

Platform-based credit providers can help address market failures and 
expand access to underserved consumers

Customer 
behavior

Customer behavior data demonstrates informed use of these 
products across diverse consumer and SMB cohorts

▪ Expanded access for traditionally underserved SMBs: 
+39ppt women-owned, +8ppt Black/African owned, +3ppt 
Hispanic/Latinx-owned; compared to industry averages

▪ Repayment rates of 97% for Cash App Borrow consumers, 
even while 70% have ‘poor’ traditional credit scores 

Use of 
technology

Innovative real-time transactions-based models are 
improving how creditworthiness is assessed

▪ +63% higher approval for SMBs with Square Loans 
compared to industry average while maintaining the same 
level of underwriting risk

▪ +38% higher approval for consumers using Cash App 
Borrow while maintaining the same level of risk

Low-income 
households rely more 
on newer, platform-
based credit than high 
income households, 
who predominately 
rely on credit cards.  

https://block.xyz/documents/modern-approach-to-credit.pdf
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Policymakers should follow a structured design framework to develop a disclosure 
approach more suited to the modern credit landscape

Proposed policy design framework for developing an effective disclosure approach

1. Design choices shown are illustrative and are not intended to be comprehensive. 
Source: Mandala analysis.

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

Every choice along this framework should be informed by a clear understanding of how consumers and SMBs use, understand, and repay credit today , 
rather than by assumptions carried over from the current framework.

Establish relevant policy 
principles

Identify suitable 
disclosure approaches

Determine how 
disclosures should apply1 2

Align key stakeholders on the 
relevant consumer protection 
principles that define effective 
disclosure, creating a logical and 
transparent basis for future policy 
decisions.

Identify suitable disclosure 
approaches that align with the 
agreed principles and can feasibly 
be implemented by regulators and 
lenders.

Consider how disclosure 
requirements might vary by 
product type, such as short versus 
long-term loans, revolving credit, 
or fee complexity, as one may not 
suit every product.

Comparability

Comprehension

Transparency

Access

Cost per $100 borrowed

Total Cost of Credit (TCC)

Annual Percentage Rate (APR)

Typical Realized Cost (TRC)

Full flexibility - lenders choose 
which disclosure approach to show 
from an approved list

Segmented flexibility - disclosure 
approach varies by product 
category

One size fits all - all credit products 
use the same disclosure approach

Determine 
implementation levers

Identify suitable policy levers to 
translate the agreed approach 
into the specific state and 
federal legislative or regulatory 
changes.

Update state disclosure 
requirements or caps

Amend relevant federal legislation

Pursue new rulemaking or agency 
guidance
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Allowing for flexibility in disclosure across product categories, underpinned with 
‘access’ as a core principle, would modernize the consumer credit landscape

Recommended policy design choices for developing an effective disclosure approach

Source: Mandala analysis.

OVERVIEW OF ALTERNATIVE DISCLOSURE REQUIREMENTS

Establish relevant policy 
principles

Identify suitable 
disclosure approaches

Determine how 
disclosures should apply1 2

Consumer protection principles 
should build upon the core principles 
of transparency, comparability and 
comprehension established in TILA. 
Access should be considered an 
additional principle to ensure all 
consumers access products that suit 
their needs

The APR, cost per $100 and TCC are 
examples of metrics that could 
achieve all four policy principles 
under different product 
circumstances. The TRC is a poor 
measure for comparability and can 
limit access to new products

Segmented flexibility would allow 
disclosures to be tailored for 
individual product categories. It is 
more appropriate than a one-size-fits-
all approach, and would be harder to 
manipulate than a lender-led full 
flexibility approach

Comparability

Comprehension

Transparency

Access

Cost per $100 borrowed

Total Cost of Credit (TCC)

Annual Percentage Rate (APR)

Typical Realized Cost (TRC)

Full flexibility - lenders choose 
which disclosure approach to show 
from an approved list

Segmented flexibility - disclosure 
approach varies by product 
category

One size fits all - all credit products 
use the same disclosure approach

Determine 
implementation levers

Amending TILA would likely be 
politically contentious and time 
consuming. Advocating for 
adjustments to state-based 
requirements and agency guidance 
may achieve the same goals and be 
implemented more rapidly.

Update state disclosure 
requirements or caps

Amend relevant federal legislation

Pursue new rulemaking or agency 
guidance

4

C
h

o
ic

e
 r

at
io

n
al

e
P

o
te

n
ti

a
l 

 d
e

si
g

n
 c

h
o

ic
e

s1

3

Recommend approach



X

X

X

X

X

X

X

X

X

X

X

X

X

X

P
ri

m
ar

y
S

ec
on

d
ar

y
T

ra
ff

ic
 

lig
ht

s

| 31MANDALA

2

3

1

4

5

The APR disclosure regime was developed almost 60 years 
ago, and does not reflect today’s diverse credit system

APRs can misrepresent borrowing costs, particularly for 
short-term credit products, potentially pushing consumers to 
higher-cost alternatives and limiting credit access

Americans are increasingly using short-term credit, however 
they are bound by outdated disclosure requirements

Alternative disclosure requirements could better protect and 
support consumers in the modern credit landscape

Appendix
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Methodology: Estimating the actual cost of credit and APR for credit products

APPENDIX: METHODOLOGY

Credit product type TCC calculations APR calculations Sources

Mortgage • Estimate the repayment schedule by 
adjusting the EMI formula to product-specific 
repayment cycles

• Average APR for a 30-year fixed loan 
provided by Barkley & Leicht as of 1 
July 2026

• Barkley & Leicht (2026) Compare today’s 
mortgage rates

• Kagan (2025) Equated Monthly Installment 
(EMI): How it works, formula, examples 

Equipment financing • Estimate the repayment schedule by 
adjusting the EMI formula to product-specific 
repayment cycles

• APR is the midpoint of the range 
provided across a variety of SBA loan 
products

• Baynes & Gerson (2026) Current SBA Loan 
Rates Explained (2026): 7(a), 504 & 
Microloan

Platform embedded 
lending

• Use Square Loan fee structure
• Multiply the principal by the factor rate of 

1.13 estimated from the $18,000 loan 
example on Square’s website

• Use Square Loan fee structure
• Estimate using the US rule, as 

described in Consumer Financial 
Protection Bureau (2026) § 1026.22 
Determination of annual percentage rate 

• Square (n.d.) Loans
• Consumer Financial Protection Bureau 

(2026) § 1026.22 Determination of annual 
percentage rate 

Term loan • Estimate the repayment schedule by 
adjusting the EMI formula to product-specific 
repayment cycles

• Simple average of the APR range 
provided by Ward (2026)

• Ward (2026) Average Business Loan 
Interest Rates for 2026; 

Buy Now, Pay Later – 
Pay in 4

• Use Afterpay fee structure
• Multiply the purchase amount by 0.75 to find 

the principal excluding down payment
• Estimate the fortnightly payments using the 

equated monthly installments (EMI) formula, 
adjusted for fortnightly repayments

• Adopt Afterpay’s publicly disclosed 
APR. The APR range only applies to 
out-of-network merchants

• Afterpay (2026) Pay monthly now available
• Kagan (2025) Equated Monthly Installment 

(EMI): How it works, formula, examples 

Small-dollar, short-
term personal loan

• Use Cash App Borrow’s fee structure
• Multiply the principal by the setup fee rate of 

5%

• Estimate using the US rule, as 
described above

• Twitto (2026) Cash App Borrow Review 
2026: Eligibility, Fees, and Whether It’s 
Worth Using

https://www.forbes.com/advisor/mortgages/mortgage-rates/
https://www.investopedia.com/terms/e/equated_monthly_installment.asp#toc-real-world-emi-calculation-examples
https://clarifycapital.com/blog/sba-loan-rates
https://www.consumerfinance.gov/rules-policy/regulations/1026/22/
https://squareup.com/us/en/banking/loans?country_redirection=true
https://www.consumerfinance.gov/rules-policy/regulations/1026/22/
https://www.sofi.com/learn/content/average-interest-rates-business-loans/
https://www.afterpay.com/en-US/pay-monthly
https://www.investopedia.com/terms/e/equated_monthly_installment.asp#toc-real-world-emi-calculation-examples
https://lendedu.com/blog/cash-app-borrow-review/#:~:text=Cash%20App%20charges%20a%205,you%20owe%20increases%20by%201.25%25
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Methodology: Estimating costs in a late payment scenario

APPENDIX: METHODOLOGY

Credit product type Late fee calculations Sources

Term loan • Late fees are a combination of late fees and additional accrued interest
• Late fees: $30 per month
• Accumulated interest: use the APR to estimate the non-compounding interest accrued over the three months, 

then use the EMI formula to estimate the weekly repayment required to repay the loan

• Ward (2026) Average 
Business Loan Interest 
Rates for 2026

Buy Now, Pay Later -  
Pay-in-4

• Assume Afterpay’s late fee structure
• Assume the borrower incurs three $8 late fees

• Afterpay (2026) Is 
there a cost to using 
Afterpay?

Small-dollar, short-
term personal loan

• Assume Cash App Borrow’s late fee structure
• Multiply the principal by 1.25% to estimate a weekly late fee
• Multiply this by 13 to estimate the total late fees incurred for a three-month late payment
• Note: Cash App Borrow interest does not compound

• Cash App (n.d.) 
Understand what 
happens if you miss a 
Borrow payment

The late payment scenario assumes that the customer misses the first repayment and continues missing repayments for 3 months. At this point, repayments are made 
at a sufficient level to fully repay the loan within the original term length if this is longer than 3 months. Otherwise, the payment is made in entirety 3 months after the 
first missed payment

https://www.sofi.com/learn/content/average-interest-rates-business-loans/
https://www.afterpay.com/en-US/help/900005359783-Is-there-a-cost-to-using-Afterpay
https://cash.app/help/us/en-US/90162-understand-what-happens-if-you-miss-a-borrow-payment
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Methodology: Survey design

1. High regulation states include Arkansas, New York, North Carolina, California, Connecticut, Florida, Illinois, Kansas, 
2. Low regulation states include Delaware, Idaho, Missouri, Utah, Wisconsin
Note: States were classified as high or low regulation based on the presence of both consumer and small business credit disclosure regulation

APPENDIX: SURVEY METHODOLOGY

Survey overview
As part of this research, Mandala commissioned a survey that was fielded by Bully 
Pulpit International to support the findings of this report. The survey was 
conducted across a consumer sample (n=997) and a sample of owners and/or 
financial decision makers for SMBs (n=600). Our analysis weights these samples 
using the US Census.

Descriptive statistics (unweighted)Consumers SMBs

Age (median) 49 years 40 years

Gender
Male

Female
38%
62%

53%
47%

Household income
Under $34,000

$34,000-$63,999
$64,000-$101,999

$102,000-$163,999
$164,000+

34%
27%
5%
4%

30%

13%
26%
24%
15%
22%

States
High regulation1

Low regulation2

All others

30%
30%
40%

42%
33%
25%

Total respondents 997 600

Survey structure
The first section collected information on respondent demographics and which 
short-term credit products the respondent has used in the last 12 months.

The consumers and SMB groups are then randomly sorted into four groups. These 
groups are asked to respond to the same hypothetical scenario but with different 
information sets. Each group is presented with a different disclosure metric (APR, 
total cost of credit (TCC), typical realized cost (TRC), or cost per $100).

Hypothetical scenario
Consumers were asked to select a credit product to make an unexpected $500 
purchase. They were provided information on a BNPL product, a credit card, a 
small dollar loan, a personal loan and a payday loan. Based on the randomly 
allocated disclosure, they were asked to rank the products based on their 
perceived value

SMB financial decision makers were asked to select a product they could use to 
address a sudden $10,000 expense. They were provided information on a platform 
embedded loan, a business credit card, a short-term business loan and a merchant 
cash advance (MCA). Based on the randomly allocated disclosure, they were asked 
to rank the products based on the perceived value of these products

Disclosure comprehension
The third section asked all respondents to compare all four metrics on the 
usefulness, accuracy and ease of understanding. They also were asked to indicate 
what they considered a ‘fair cost’ would be for a $500 loan held over a 6-week 
term
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Methodology: Survey design

1. High regulation states include Arkansas, New York, North Carolina, California, Connecticut, Florida, Illinois, Kansas, 
2. Low regulation states include Delaware, Idaho, Missouri, Utah, Wisconsin
3. United States Census Bureau (n.d.) 
Note: States were classified as high or low regulation based on the presence of both consumer and small business credit disclosure regulation

APPENDIX: SURVEY METHODOLOGY

Panel provider
The panel provider used for this survey was Dynata. They recruit online, utilizing an 
opt-in access panel (a non-probability sample). Dynata targets the study to meet 
quota targets and qualifiers before releasing the sample. 

Respondent recruitment and screening
Respondents were recruited via Dynata’s opt-in panel, incentivized with panel 
points that can be exchanged for rewards. Payouts followed industry norms for 
audience, length and the complexity of the survey.

Consumers were screened on 12-month usage of: 
▪ Buy Now, Pay Later products
▪ Short-term installment loans
▪ Other small-dollar loans
▪ Payday loans
▪ Personal loans
▪ Credit cards
▪ Earned wage access

SMBs were screened on 12-month usage of:
▪ Short-term business loans
▪ Platform-embedded lending
▪ Merchant cash advances
▪ Invoice factoring/accounts receivable financing
▪ Business credit cards
▪ Trade credit

Quota rationale
State quotas were structured around high and low regulation states to allow 
comparison of disclosure comprehension and product ranking across different 
existing regulatory environments. Product usage quotas ensured all respondents 
had genuine recent exposure to the credit products being evaluated, rather than 
relying on hypothetical familiarity.

Survey quotas

Consumers SMBs

Total sample 1000 600

Sample per 
treatment group

250 150

High regulation 
states1

Min 300 Min 200

Low/no regulation 
states2

Min 300 Min 200

Fielding and weighting
Both the consumer and the SMB sample were weighted to US Census General 
Population benchmarks for age, race, gender, region, and income.3 This was done 
by raking within disclosure groups. No quotas were set on age, race, or gender.

https://www.census.gov/topics/population.html
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