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Velocity Executive Summit 2022
Small-Dollar Credit and the Future of Short-Term Liquidity

(Be a HERO by supporting your consumers’ credit needs!)

Presented By: Bob Sterner
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OVERDRAFT IS NOT GOING AWAY 

• Consumers have always needed responsible, affordable 
access to short-term credit 

• Coming off a global pandemic is not the time to pull 
back on services

• Overdraft protection is one of the most fundamental 
banking services

We need to separate the FEES from the FUNCTION

Has anyone asked consumers what they want or need?



70% of 
consumers have 

less than $15,000 
in savings3

54% of 
Americans live 
paycheck-to-

paycheck3

60% of 
Millennials don’t 

have enough 
money to cover a 

$1,000 
emergency1

Almost 47% of 
Americans said 

they wouldn’t be 
able to cover a 

$500 emergency 
expense2

1 - https://www.washingtonpost.com/us-policy/2019/05/23/americans-arent-ready-weather-sustained-downturn-new-report-shows
2 - https://www.personalcapital.com/assets/public/src/2022-Wealth-and-Wellness-Index.pdf
3 - https://www.pymnts.com/wp-content/uploads/2021/06/PYMNTS-Reality-Check-Paycheck-to-Paycheck-June-2021.pdf

CONSUMER REALITY
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https://www.washingtonpost.com/us-policy/2019/05/23/americans-arent-ready-weather-sustained-downturn-new-report-shows
https://www.personalcapital.com/assets/public/src/2022-Wealth-and-Wellness-Index.pdf
https://www.pymnts.com/wp-content/uploads/2021/06/PYMNTS-Reality-Check-Paycheck-to-Paycheck-June-2021.pdf


CONSUMERS USING SHORT-TERM LIQUIDITY
Velocity has identified 3 distinct groups of consumers in need of short-term liquidity:
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Use Overdraft
• Overdraft users keep spending until you decline them

• They have determined this is the way they want to run their financial lives because they 
are not planners

• Aware of the fees but want their transactions paid now

1) Swipe & Go

Buy Now Pay Later
• Consumers who want their purchases now, despite a lack of funds to pay in full

• Type of installment loan that comes with varying interest rates and late fees

• Makes it very easy for consumers to rack up debt on “impulse items” they wouldn’t 
otherwise purchase

3) Pay at
Your Pace

Delay Bills
• Some planners are  experts at

delaying bills

• They figure out which bills have the 
least consequences of non-payment

• Also calculate which ones have the 
lowest late fees and defer accordingly

2) Planners

Get a Loan
• Many planners seek loans because they 

see the negative effects of bill delaying

• They also may not be able to obtain 
sufficient overdraft limits, don’t know the 
FI will cover the transaction, or didn’t opt 
in to overdraft

An automated solution that 
revolutionizes the way 
financial institutions manage 
overdrafts at the account 
level with customized limits.

Small-dollar, short-term loan 
program that allows FIs to 
provide consumers with 
convenient access to cash at 
affordable interest rates

Consumer-Friendly 
Alternatives 
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CONSUMERS HAVE BEEN USING EXPENSIVE LOANS FOR YEARS
And it’s only going to get worse

• The payday loan industry has been estimated as high as 
$46 billion in volume1

• Each year 12 million Americans take out payday loans, 
spending $9 billion on loan fees2

• 80% of payday loans are reborrowed within two weeks2

• More than 14 million U.S. consumers are unbanked 
(people who are living in households where no one has 
a checking or savings account)3

• 7 in 10 borrowers use payday loans for regular, 
recurring expenses such as rent and utilities2

1 - https://www.nytimes.com/2017/10/05/business/payday-loans-cfpb.html
2 - https://www.pewtrusts.org/en/research-and-analysis/fact-sheets/2016/01/payday-loan-facts-and-the-cfpbs-impact
3 - https://www.fdic.gov/householdsurvey/2017/2017report.pdf

https://www.nytimes.com/2017/10/05/business/payday-loans-cfpb.html
https://www.pewtrusts.org/en/research-and-analysis/fact-sheets/2016/01/payday-loan-facts-and-the-cfpbs-impact
https://www.fdic.gov/householdsurvey/2017/2017report.pdf


23,000

15,337
13,682

9,962 9,021

6,799
5,342

2,726
2,659

1. www.statista.com
2. https://www.restaurantbusinessonline.com/top-500-chains?year=2021#data-table

PAYDAY LOAN STOREFRONTS VS. 
TOP RETAIL & RESTAURANT CHAINS 

Number of US Locations, 2020
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| All trademarks, service marks, trade names, trade dress, product names and logos appearing on this page are the property of their respective owners 

COMPETITION FOR SMALL-DOLLAR LENDING IS FIERCE
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P2P LENDERS FINTECHSPAYDAY LENDERS BNPL FIRMS
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INTRODUCING OUR SMALL-DOLLAR, 
SHORT-TERM LOAN PLATFORM 

American consumers need better access to short-term 
liquidity now more than ever 

www.myvelocity.com/cashplease

You could provide your 
account holders with 
24/7 digital access to 

short-term credit?

You could offer far more 
reasonable interest rates 

than other high-cost 
credit sources with no 

hidden fees?

You could implement 
such a program that is 
completely automated, 
compliant and requires 

no loan officers?

Your account holders 
could have the cash        

in their accounts             
within minutes?

What If…
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A BETTER METHOD OF UNDERWRITING TO 
BENEFIT CONSUMERS 

Federal Regulators Issue Joint Statement on the Use 
of Alternative Data in Credit Underwriting

December 3, 2019
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CFPB ISSUES NO-ACTION LETTER ON 
SMALL-DOLLAR LOAN PROGRAM

• In November 2020, the CFPB granted a no-action letter to Bank of America for its Balance Assist program, 
which offers loans of $100 to $500 for a flat fee of $5 and an APR the bank says will not exceed 36%.

• No Action Letters (NALs) provide regulatory certainty that the CFPB will not bring a supervisory or 
enforcement action against the recipient of the letter. 

• CFPB said it approved Bank of America’s NAL to further competition in small-dollar lending, “which fosters 
access to credit while including important protections for consumers who seek small-dollar loan products.”

• The CFPB has a no-action letter template specifically for these small-dollar loans for their supervised FIs 
($10B+ in assets). See https://files.consumerfinance.gov/f/documents/cfpb_bpi_no-action-letter.pdf.

• CashPlease loans in their default configuration comply with the “guardrails” for CFPB’s no-action letter 
template set forth on pages 3 and 4 of that PDF.

Also see: https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-issues-no-action-letter-facilitate-consumer-access-small-dollar-loans/

https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Ffiles.consumerfinance.gov%2Ff%2Fdocuments%2Fcfpb_bpi_no-action-letter.pdf&data=04%7C01%7Cbob%40myvelocity.com%7Cc8f0f8fd90994f71b8e008d884e95986%7C938636f1d8b74a4d812824fa1bdb48c4%7C0%7C0%7C637405485059292792%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=SeWkUnEJcBVIyXJXbFwAqt65hpNjtz4ZTGpKMMdvVn4%3D&reserved=0
https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-issues-no-action-letter-facilitate-consumer-access-small-dollar-loans/
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1. Status. Applicant must be insured FI with assets $10B+.

2. Eligibility. Product offered and provided only to consumers who hold deposit account with applicant.

3. Structure. Fixed-term, amortizing small-dollar installment loan paid back in fixed amounts over term of loan.*

4. Dollar Amount. Amount does not exceed $2,500.

5. Repayment Term and Structure. Where structured as an installment loan, (i) repayment term is more than 45 days and 
less than one year, and (ii) payments are amortized on a straight-line basis across more than one payment.* 

6. No Balloon Payments. No required payment is more than twice as large as any other required payment.

7. Rollovers. Rollovers (extension/renewal for an additional fee) are prohibited; no new loan until last one paid off.

8. Underwriting. Underwriting includes transaction activity in account with applicant (“cash flow” underwriting).

9. Collateral. Borrowers not required to provide collateral or any other security.

10. Costs and Fees. No late payment fees or prepayment penalties.

11. Disbursement. Funds are disbursed into borrower’s account with applicant within 3 to 5 business days after approval.

12. Disclosures. Consumer disclosures and marketing materials meet legal requirements and modified for online/mobile.

13. Servicing. Product is serviced by the applicant, not a third party.

CashPlease Manages ALL of this 
* Open-end line of credit option is not discussed here; see template at https://www.consumerfinance.gov/documents/8851/cfpb_bpi_no-action-letter.pdf

CFPB SMALL-DOLLAR GUARDRAILS (NO-ACTION LETTER TEMPLATE)

https://www.consumerfinance.gov/documents/8851/cfpb_bpi_no-action-letter.pdf
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FAST & EASY AUTOMATED LOAN APPLICATION PROCESS 

Underwrites loan 
amount

Offers max loan 
amount

Processes loan Funds loan
Schedules 
repayment 

process

… making the entire process cost and resource efficient.

Underwriting method dramatically reduces risk.

Our technology automatically: 



Key Predictors

PROVEN UNDERWRITING MAXIMIZES APPROVALS 
AND MINIMIZES RISK

• In the case of the most appropriate loan amount, one approach does not fit all. 

• We work with hundreds of community financial institutions and each one has specific needs, as do your account holders.

• We use compliant, experience-based analytics with multiple factors to determine ability to repay on a daily basis.

• Age of Account 
• # of Deposits/Month
• $ of Deposits/Month

• Changes in Deposit Regularity
• Changes in Repayment Patterns
• Changes in Deposit Amounts

Key Interactions

You’ll need a 650 credit score or 
higher to even get in the door at 

a traditional bank for a loan.
Source: Peer Finance 101

23% of Americans are <600
10% are 600 to 649

CashPlease does not pull 
credit to authorize a loan

Source: FICO.com
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https://www.peerloansonline.com/650-credit-score/


|

Example:
$850 Overdraft limit
($550) CashPlease loan
$300 New OD limit

MITIGATING SHORT-TERM LIQUIDITY RISK FOR YOU                    
AND YOUR CONSUMERS  
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1) Will my short-term liquidity exposure double if I’m offering both overdraft and 
short-term loans?  

2) By taking a second short-term liquidity product will our account holders get into a 
financial “ditch?” 

Velocity is the only provider that has the capability of reducing                                    
the overdraft limit by the small-dollar loan amount! 

Velocity Data (with both ILS and CashPlease)
• 28% of Checking Accounts had at least 1 

NSF/OD event
• 9% had at least 1 CashPlease loan
• 2% had at least 1 CashPlease loan and 

1 NSF/OD event
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CASHPLEASE – THE CONSUMER EXPERIENCE 
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THE TECHNOLOGY POWERING THE 
CASHPLEASE® PLATFORM

Mobile 
Responsive 

Website

Single 
Sign-On

Custom 
Branding of 

Platform

Ease of 
Integration 

Two Factor 
Authentication

Military 
Lending Act 
Compliant

WCAG 2.0 
Compliant

Email and 
SMS Loan 
Updates

Automated 
Loan 

Processing
to Core
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EASY PROCESS FOR CONSUMERS

Caleb Curry
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EASY PROCESS FOR CONSUMERS
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EASY PROCESS FOR CONSUMERS
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EASY PROCESS FOR CONSUMERS
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NuPoint

Keystone

i-Power

UltraData, 
Phoenix

Episys

CU*BASE

Alnova

NewSolutions

CMC

Hogan
Systems

CUProdigy

FPSGold

CU*NORTHWEST

CIF 20/20,
Core Director, 
Silverlake 

Cleartouch,  CUBE, DataSafe, 
DNA, Hogan,
Galaxy, i-Power, ITI System, 
Portico, Precision, Premier, ITI, 
Signature, SourceOne, Spectrum, 
Summit,  XP2-XP Systems

BankPac, Bankway, 
Horizon,IBS,
Miser, Systematics, 
FIS, Horizon

(Formerly CSC) 

WE WORK WITH ANY CORE! Here’s just a sample:

All trademarks, service marks, trade names, trade dress, product names and logos appearing on this page are the property of their respective owners 
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REGULATORY COMPLIANCE 

• Regulators are now encouraging small-dollar 
lending by banks and credit unions

• Regulators are also encouraging the use of 
alternative data in credit underwriting

• CashPlease default loan settings are 46+ days, 
meaning they are largely exempt from CFPB final 
payday rule

• Fully compliant with the Military Lending Act

• Loans may qualify for CRA credit 

In addition to improving your revenue and 
service, CashPlease® aids with compliance
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MARKETING SAMPLES

PrintElectronic Communications

Social Media 
Graphics

Web Banners
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DATA-DRIVEN MARKETING

Ability to market directly to your account holders who have demonstrated usage of high-cost lending sources: 

• Vendor names
• Payment patterns 
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CASHPLEASE: AN EMERGING ACQUISITION TOOL IN 2022

1- CashPlease requires that consumers maintain an account with your financial institution for 30 days before becoming eligible for a loan 
2- https://www.pewresearch.org/social-trends/2021/03/05/a-year-into-the-pandemic-long-term-financial-impact-weighs-heavily-on-many-americans/

How and why should you use CashPlease as a customer/member acquisition tool?1

• CashPlease uses alternative data in underwriting that allows you to approve more loans, increase average loan sizes, 
reduce charge-offs and dramatically mitigate risk from groups of consumers that may be considered “too risky” 
in traditional underwriting methods.

• Change your targeting methodologies: reach out to new groups of 
consumers and serve the underbanked: 

• It’s digital, contactless and private! Let prospective account holders 
know they can count on you for safe, short-term loans 24/7 when they
become a customer/member. 

• Be a hero to your community’s consumers and prevent them 
from resorting to high-priced, predatory loans. 

o Single parents 
o Immigrants 
o Disabled Americans 
o Elderly Americans 

o Millennials lacking credit history
o Minority Populations2

o Consumers with damaged credit
o Lower-income Americans
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CASHPLEASE AS A RESPONSIBLE ALTERNATIVE  TO BNPL

1. https://www.sfgate.com/news/article/influencers-lead-Gen-Z-into-debt-17142294.php
2. https://finance.yahoo.com/news/global-buy-now-pay-later-124500871.html
3. https://topclassactions.com/lawsuit-settlements/money/klarna-class-action-alleges-buy-

now-pay-later-claim-misleads-customers/
4. https://www.fastcompany.com/90742180/buy-now-pay-later-services-have-grown-more-

popular-but-there-remains-virtually-no-oversight

https://www.sfgate.com/news/article/influencers-lead-Gen-Z-into-debt-17142294.php
https://finance.yahoo.com/news/global-buy-now-pay-later-124500871.html
https://topclassactions.com/lawsuit-settlements/money/klarna-class-action-alleges-buy-now-pay-later-claim-misleads-customers/
https://www.fastcompany.com/90742180/buy-now-pay-later-services-have-grown-more-popular-but-there-remains-virtually-no-oversight
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CASHPLEASE: FLEXIBLE PRICING AND TERMS

• Loan pricing/terms for your account 
holders is set by your institution and is 
configurable in a variety of 
pricing/term combinations 

Payment Structure
Min 
Loan

Max 
Loan

Interest 
Rate

Prepaid 
Finance Fee

Bank A 3 payments/3 months $200 $750 32% $20

Bank B 12 payments/6 months $200 $1,000 30% 4%

Bank C 6 payments/3 months $150 $500 25% 6%, $25 max

Sample Bank Client Pricing/Terms* 

Payment Structure
Min 
Loan

Max 
Loan

Interest 
Rate

Prepaid 
Finance Fee

CU A 3 payments/3 months $250 $1,500 24.99% $0

CU B 12 payments/6 months $200 $800 24% $6

CU C 6 payments/3 months $200 $1,000 28% $20 

Sample Credit Union Client Pricing/Terms* 

*Sample pricing does not account for all possible legal 
restrictions or discounts you may offer for “Easy Pay” option 

These may impact pricing/servicing: 

• State Usury Laws 
• Military Lending Act

• CashPlease handles MLA automatically
• NCUA’s Payday Alternative Loan Program (PAL) 

(applicable only to federal credit unions)
• CFPB’s Payday Lending Rule 
• Most Favored Lender Preemption
• Exportation Doctrine
For more detail, ask your Velocity representative 
for our “Pricing Restrictions” document

Pricing examples and information related to CashPlease is for your convenience. Your institution 
remains solely responsible for compliance with all applicable laws, regulations, guidance and 

regulator directives. You should consult with your legal counsel to obtain advice which you may 
rely upon in making your pricing and other lending decisions.



HOW TO COMBAT THE POTENTIAL LOSS OF FEE REVENUE?

PAY MORE TRANSACTIONS
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Thank You!
Bob Sterner, National Account Manager
bob@myvelocity.com
954.847.5800 *130


