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BAPCPA and means-test

Under old laws:..

x All filers eliginle fer Chapter 7
Liguidation eff nenexempit assets
BUt remaining; Unsecuread debt discharged

Under new law...

s Filers with Inceme. = state median: may. e
forced inter Chapter 13
Keep all'assets
But must repay most oft debt ever next five years




Rapid increase in bankruptey filings

Annual Consumer Bankruptcy Filings
Per 1,000 households
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IS average Joe worse ofif?

Deciease: in insurance against vadiituck

“America Is...lIkely/ te turn’ intes a
debit-peenage society

Paul Krugman, NYI, March 8, 2005




BAPCPA has upside

|Acreased creaditor protection IowWers
creditors’ costs

With sUfficient competition, saviings get
Passed on e PeBWENS

s Over $30 billionr written: ofif eVery: year

Curi strategic filings by, Irrespensible
DOIOWENS




Evidence on strategic filing

Reduced stigma

EGIUIM ShepPINg: CONSUMENS moeve: tornigh
exempuion states hefore filing

Einancial Incentives; are: main drver in
decision to file




Rush to file

Bankruptcy filings per week
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Higher rush In higher exemption states

Percent Change in Chapter 7 Filings
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Strategic filings restrict access to
credit and Increase costs

Merelikely ter be turned down for credit In
RIghr exemplion’ states

Higher APRS R RIgh exempiion; states

Countres withr nmore: crediter protection
nave greater private depl/GhP ratios

BARPCPA reduces strategic filings = lewer
costs ofi credit




Credit card competition is crucial

Without It, lower creditor costs are not
Passedl 01 1o, CORSUMErs

Doulsts...
s Credit card Interest rates sticky:
= High prefits

x Complex pricing may: Confuse consumers, anout
tirue: cost

a Creditors gain with BAPCPA passage




Costs of credit have not fallen yet...

Spreads and Charge-offs
Credit Card Asset-Backed Securities
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..Ut they may: spreads rise and fall
with charge-ofifs
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Potential downsides from BAPCPA

BAPCPA

reduces; Insurance
x Hall of filers cite: medicall causes

[educes entrepreneursnip
reduces; lalnor stupply?




