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®

This article surveys the rapidly growing academic literature
on BNPL and identify a series of open policy questions that
remain unresolved. The authors’ review explores why con-
sumers use BNPL, who is most likely to rely upon it, how
it affects spending and borrowing behavior, and whether its
obligations should be incorporated into traditional credit re-
porting systems. While existing research demonstrates both
benefits and risks, the authors emphasize that many of the
most important questions concerning consumer welfare,
market structure, and regulatory design remain the subject
of active debate.
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INTRODUCTION

Buy Now, Pay Later (“BNPL”) has moved from a novelty
product to mainstream consumer finance in the space of a
few years. Before 2020, BNPL was a niche offering at the
checkouts of online fashion merchants. BNPL then experi-
enced substantial growth (Consumer Financial Protection
Bureau, 2022;2 Salem & Udis, 2025),® coinciding with in-
creased online shopping since the onset of the COVID-19
pandemic in 2020. BNPL is now a pervasive payment op-
tion. In 2026, you can use BNPL to delay and split up pay-
ments for anything ranging from a pizza to your rent, and
many items in between.

As the market has grown, so has the academic literature.
There is now sufficient research into BNPL to take stock
and review what we have learned. In this article, we sum-
marize insights from the economics, finance, and market-
ing academic literature. While we have learned a great deal
about BNPL in the last few years, we also discuss many
remaining open questions and current concerns impacting
policy decisions.

We start by explaining what BNPL products are and the
business models of BNPL lenders. Then, we summarize
the economics and psychology behind why some con-
sumers use these products. Next, we describe the cus-
tomer base that uses BNPL. We show the effects of BNPL
on consumers, an area of research with substantial policy
interest. Another area of policy interest is whether BNPL
loans should be reported in a consumer’s credit report.
We explain why BNPL is typically not on credit reports
and its implications. Finally, we offer some concluding
thoughts.
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WHAT IS BNPL?

BNPL is a short-term loan or installment credit product,
typically offered at the point of sale and at online checkout.
Popular BNPL lenders are Affirm, Afterpay, Klarna, PayP-
al, Sezzle, and Zip. The standard structure of a BNPL loan
involves splitting a purchase into a small number of equal
payments, often three or four, repaid over weeks or months.
The loans usually have no interest and no fee if repayments
are made on time. Late fees, where they apply, are gener-
ally capped and modest compared to the penalty charges
or compounding interest common in credit cards or over-
drafts.

The BNPL market encompasses several distinct product
types, a distinction the Consumer Financial Protection Bu-
reau (2022) drew in its investigation into this market. The
most prominent product is the “pay-in-four” model, where
repayments are split into four equal installments charged
to a debit or credit card. Though some products, such as
Klarna’s “Pay in 30 days” product, offer consumers the abil-
ity to buy now and pay 30 days later without cost, some-
what conceptually similar to an interest-free grace period
on a credit card. Longer-term BNPL products, sometimes
carrying interest, occupy a different part of the market and
naturally carry different risk profiles.

The literature does not always distinguish clearly between
these variants, leaving open whether some BNPL loan
structures are better for consumers, or more profitable to
lenders, than others. Traditional lenders also increasingly
offer BNPL-type products, enabling consumers to break
up transactions on their credit card or their debit card,
seemingly as a competitive response to BNPL's growth
(Alcazar & Bradford, 2021).* However, we do not know
much about these beyond the research of Donnelly et al.
(2024).°5

BNPL is not an isolated development; it is one of several
FinTech lending innovations to emerge, using technologi-
cal advances to offer consumers increased convenience

2 Consumer Financial Protection Bureau. (2022). Buy now, pay later: Market trends and consumer impacts. Consumer Financial Protection
Bureau, September 2022. https://www.consumerfinance.gov/data-research/research-reports/buy-now-pay-later-market-trends-and-con-

sumer-impacts/.

3 Salem, N., & Udis, L. (2025). The buy now, pay later market. Consumer Financial Protection Bureau Report, December 2025. https://www.
consumerfinance.gov/data-research/research-reports/the-buy-now-pay-later-market/

4 Alcazar, J., & Bradford, T. (2021). The rise of buy now, pay later: Bank and payment network perspectives and regulatory considerations.
Federal Reserve Bank of Kansas City Payments System Research Briefing, December 2021._

5 Donnelly, G. E., Lamberton, C., Bush, S., Chance, Z., & Norton, M. I. (2024). “Repayment-by-purchase” increases consumer debt repay-
ment. Journal of Marketing Research, 61(3), 411-429. https://doi.org/10.1177/00222437231182372


https://www.consumerfinance.gov/data-research/research-reports/buy-now-pay-later-market-trends-and-consumer-impacts/
https://www.consumerfinance.gov/data-research/research-reports/buy-now-pay-later-market-trends-and-consumer-impacts/
https://www.consumerfinance.gov/data-research/research-reports/the-buy-now-pay-later-market/
https://www.consumerfinance.gov/data-research/research-reports/the-buy-now-pay-later-market/
https://www.consumerfinance.gov/data-research/research-reports/the-buy-now-pay-later-market/
https://www.kansascityfed.org/documents/8536/PaymentsSystemResearchBriefing21AlcazarBradford1201.pdf

and speed (Berg, Fuster, & Puri, 2022).6 Bian, Cong, and
Ji (2024)” and Wang (2025)8 place BNPL in a broader land-
scape of payment innovations, situating it alongside the
recent growth in super-app e-wallets and digital payments
driven by FinTech innovations. The emergence of BNPL as
both a form of lending and a means of payment makes it,
and also other FinTech lending and payment innovations,
challenging to regulate.
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BNPL BUSINESS MODEL

To understand BNPL’s incentives and risks, it helps to un-
derstand how BNPL providers make money. The BNPL
model is structurally different from traditional consumer
credit, and that difference has significant implications for
the alignment of provider and consumer interests.

BNPL providers typically do not charge consumers in-
terest, at least on the most used BNPL products. Some
BNPL providers also do not charge any fees to consum-
ers, in contrast to most other credit products. Instead,
revenue derives primarily from fees charged to merchants:
BNPL providers take a percentage of each transaction,
often notably higher than standard debit or credit card
interchange fees. The logic of this BNPL model is that
offering BNPL to consumers increases conversion rates
at checkout and average order values, delivering enough
additional revenue to justify merchants paying the higher
fees.

Berg et al. (2025)° examine the economics of BNPL from the
merchant’s perspective in detail. They find that a merchant’s
willingness to pay BNPL fees depends on the lift in sales
the product generates. While the lift is real, its magnitude
is likely to be context dependent. BNPL enables merchants

to price discriminate between consumers with different will-
ingness-to-pay for a product. Merchants bundle a product
with an interest-free BNPL loan, enabling consumers with
a lower-willingness-to-pay for the underlying product, who
are also more likely to be less creditworthy, to purchase the
product.

Alok, Ghosh, Kalda & Mitra (2026)'° examine merchant het-
erogeneity in the BNPL market, documenting that the com-
petitive dynamics and benefits of BNPL differ substantially
across types of merchants, with implications for market
concentration and the distribution of gains between provid-
ers and merchants.

Desai & Jindal (2024)'" show that BNPL is not just a pay-
ment option but a competitive retail strategy: It can ex-
pand demand, raise prices, and change how firms com-
pete. While BNPL benefits a monopolist, in competitive
markets either one or more merchants may offer it de-
pending on spillovers and pricing incentives. Consum-
ers may underestimate BNPL costs, which may lead to
higher prices, overbuying, and costly upgrades. Further
research can help us to understand how different levels
of retail competition interact with BNPL to affect con-
sumer behavior.
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THE ECONOMICS &
PSYCHOLOGY OF WHY
CONSUMERS USE BNPL

The surface-level appeal of BNPL is obvious: Interest-free
credit seamlessly integrated at the point of sale is an at-
tractive proposition to consumers. Economic theory sug-

6 Berg, T., Fuster, A., & Puri, M. (2022). FinTech lending. Annual Review of Financial Economics, 14, 187-207. https://doi.org/10.1146/

annurev-financial-101521-112042

7 Bian, W,, Cong, L. W., & Ji, Y. (2024). The rise of e-wallet super-apps and buy-now-pay-later. NBER Working Paper, No. 33178. https://

doi.org/10.3386/w33178

8 Wang, Z. (2025). Buy now, pay later: Market impact and policy considerations. Federal Reserve Bank of Richmond Economic Brief, No.
25-03, January 2025. https://www.richmondfed.org/publications/research/economic_brief/2025/eb_25-03

9 Berg, T, Burg, V., Keil, J., & Puri, M. (2025). The economics of “Buy Now, Pay Later”: A merchant’s perspective. Journal of Financial

Economics, 171, 104093. https://doi.org/10.1016/j.jfineco.2025.104093

10 Alok, S., Ghosh, P, Kalda, A., & Mitra, C. (2026). The buy now pay later divide: Merchant heterogeneity and market structure. SSRN

Working Paper, No. 6463259. https://ssrn.com/abstract=6463259

11 Desai, P. S., & Jindal, P. (2024). Better with buy now, pay later?: A competitive analysis. Quantitative Marketing and Economics, 22,

23-61. https://doi.org/10.1007/s11129-023-09271-y


https://ssrn.com/abstract=6463259
https://ssrn.com/abstract=6463259
https://doi.org/10.1007/s11129-023-09271-y
https://doi.org/10.1007/s11129-023-09271-y

gests that consumers should value the opportunity to
smooth out purchases interest-free, as a dollar today is
worth more than a dollar tomorrow. By using BNPL, con-
sumers are discounting the economic cost of purchasing
a good. Separately, some consumers may simply prefer
BNPL as a convenient method of payment over other al-
ternatives.

The economic benefits of using BNPL can be larger if
consumers have binding liquidity constraints. This means
some consumers can afford the product, but do not have
enough cash or credit available right now to pay for it.
Consumers may lack cash for many reasons. For example,
their paycheck may not have arrived yet, they may have
had an unexpected bill, or they experienced a temporary
drop in income. Without BNPL (or some other credit prod-
uct), a liquidity-constrained consumer may not be able to
purchase a product, whereas they can potentially do so
with BNPL.

The economic value of BNPL may be especially important
in the context of ecommerce, where BNPL demand is es-
pecially strong. For clothing stores, a consumer may be
unsure about which product will fit them or look good on
them. A consumer may want to order a bundle of clothes
in different sizes and styles to try on in their own home,
with the intention to return the ones they do not want. A
liquidity-constrained consumer may not be able to make
such purchasing decisions, as they cannot commit their
precious cash to this purchase for weeks, which may be
the time to receive a refund from returns. BNPL or other
credit products (such as the grace period on a credit card)
enable consumers with limited cash to access a broader
set of products.

However, there is reason to think that some of the con-
sumer demand for BNPL is not only driven by traditional
economic factors, but also by psychological factors. BNPL
decouples the pleasure of purchasing a good today from
the pain of paying for it, deferring that painful cost until
later. Part of the reason why consumers may use BNPL is

that they cannot resist doing so. If so, offering BNPL may
help to facilitate impulsive spending activity by consum-
ers. Unfortunately, BNPL may be especially attractive to
consumers who lack self-control or financial sophistica-
tion, or those who are overconfident in their ability to re-
pay such debt. If BNPL is driving increased spending, that
may drive economic growth, however, such growth may
not necessarily be sustainable, potentially later leading to
problems for consumers, lenders, or merchants that rely
on BNPL.
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WHO USES BNPL?

Understanding who uses BNPL matters for assessing its ef-
fects. A product used mainly by financially stable consum-
ers as a convenience tool has different welfare implications
than one used heavily by consumers who are already liquid-
ity constrained.

The evidence consistently suggests that BNPL use is not
evenly distributed across the population. Using survey data
linked to credit bureau records, Shupe, Fulford & Li (2023)'2
find that BNPL borrowers are more likely than non-users to
show markers of financial stress, including higher indebted-
ness, credit card statement balances, delinquencies, and
lower credit scores. Similarly, Shupe & Deluca (2025)'
show that BNPL borrowers often also carry other unsecured
debt. Akana & Zeballos Doubinko (2023)' show that credit
bureau data does not predict BNPL usage. Stavins (2024)°
finds that BNPL use is higher among financially vulnerable
consumers, broadly consistent with the findings of research
by Di Maggio, Williams & Katz (2022)'® and deHaan et al.
(2024).17

12 Shupe, C., Fulford, S., & Li, G. (2023). Consumer use of buy now, pay later: Insights from the CFPB Making Ends Meet Survey. CFPB
Office of Research Reports Series, No. 2023-1. https://files.consumerfinance.gov/f/documents/cfpb_consumer-use-of-buy-now-pay-lat-
er_2023-03.pdf

18 Shupe, C., & Deluca, J. (2025). Consumer use of buy now, pay later and other unsecured debt. CFPB Office of Research Reports
Series, No. 24-1. https://www.consumerfinance.gov/data-research/research-reports/consumer-use-of-buy-now-pay-later-and-other-unse-
cured-debt/

14 Akana, T., & Zeballos Doubinko, V. (2023). How does buy now, pay later affect customers’ credit? Federal Reserve Bank of Philadelphia
Payment Cards Center Discussion Paper, No. DP23-1. https://ssrn.com/abstract=4618395

15 Stavins, J. (2024). Buy now, pay later: Who uses it and why. Federal Reserve Bank of Boston Current Policy Perspectives, No. 2024-3.
https://www.bostonfed.org/publications/current-policy-perspectives/2024/buy-now-pay-later-who-uses-it-why.aspx

16 Di Maggio, M., Williams, E., & Katz, J. (2022). Buy now, pay later credit: User characteristics and effects on spending patterns. NBER
Working Paper, No. 30508. https://doi.org/10.3386/w30508

17 deHaan, E., Kim, J., Lourie, B., & Zhu, C. (2024). Buy now pay (pain?) later. Management Science, 70(8), 5586-5598. https://doi.
org/10.1287/mnsc.2022.03266
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Demand for BNPL points in the same direction. Aidala et
al. (2026)'® find that demand for standard BNPL is higher
among younger, lower-income, and less creditworthy con-
sumers, consistent with evidence from Ireland (Jose & Kel-
ly, 2025)." Financial vulnerability is only part of the story.
Larrimore, Lloro, Merchant & Tranfaglia (2025)*° show that
BNPL serves different functions for different households:
Many users describe BNPL as a convenient way to spread
payments, while many households also report using BNPL
because it was the only way they could afford the purchase.
Wheat et al. (2026)?" make a similar distinction in the home-
owner context, framing BNPL as either a convenience tool
or a liquidity valve when household balance sheets are un-
der strain. A survey by the Board of Governors of the Fed-
eral Reserve System (2025)?2 reinforces the point that BNPL
is now part of ordinary household cash-flow management,
while also documenting late payment among a growing
share of users over time.

This heterogeneity in how consumers use BNPL creates a
challenge for policymakers. For some consumers, BNPL
may be a low-cost way to smooth spending without us-
ing more expensive credit and alleviates financial distress.
For others, especially those already juggling debt or with
strained finances, BNPL simply adds another layer of debt,
further increasing their financial distress.

Payment design also matters. Liu, Zhang & Zou (2026)*
study the mirror-image “Pay Now, Buy Later” model and
show how consumer-facing payment products can be mar-
keted as win-win arrangements while generating profits
from inattention, unused balances, and misaligned firm in-
centives. BNPL users are heterogeneous: Many use it for
convenience, while many others use it because they are

financially constrained. That makes it hard to distinguish
helpful cash-flow smoothing from risky debt layering, espe-
cially when BNPL obligations are not consistently visible to
other lenders.
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EFFECTS OF BNPL ON
CONSUMERS

The central welfare question is not simply whether BNPL
expands access to credit. It is whether that access im-
proves consumers’ ability to manage temporary cash-flow
constraints, or instead encourages additional borrowing
by consumers who are already financially stretched. The
emerging evidence points in both directions.

Guttman-Kenney, Firth & Gathergood (2023)?* provide one
of the first academic studies of BNPL, using UK credit card
transaction data to track consumer use of BNPL. They find
that some consumers pay BNPL obligations with credit
cards, turning what begins as a short-term, interest-free in-
stallment loan into ordinary credit card debt that may carry
high interest rates.

deHaan et al. (2024) find that new BNPL users experi-
ence increases in overdraft charges and credit card inter-
est and fees relative to non-users. In contrast, Chan et

18 Aidala, F, Kosar, G., Mangrum, D., & van der Klaauw, W. (2026). Understanding consumer demand for “Buy Now, Pay Later.” Federal
Reserve Bank of New York Staff Reports, No. 1167. https://doi.org/10.59576/sr.1167

19 Jose, A, & Kelly, J. (2025). Who clicks “Pay Later”? Financial vulnerability and buy now pay later usage. Central Bank of Ireland Staff
Insights, No. 7/SI/25. https://www.centralbank.ie/publication/research-publications/staff-insights/who-clicks-pay-later---financial-vulnera-
bility-and-buy-now-pay-later-usage

20 Larrimore, J., Lloro, A., Merchant, Z., & Tranfaglia, A. (2025). Payment preference or necessity: Who uses BNPL and why. Journal of
Consumer Affairs, 59(3), e70024. https://doi.org/10.1111/joca.70024

21 Wheat, C., Henry-Nickie, M., Kim, S., Neal, M., & Francisco, A. (2026). Convenience or liquidity valve? Buy now, pay later and homeown-
er balance sheets. JPMorgan Chase Institute, March 2026. https://www.jpmorganchase.com/institute/all-topics/community-development/
convenience-or-liquidity-valve-buy-now-pay-later

22 Board of Governors of the Federal Reserve System. (2025). Report on the economic well-being of U.S. households in 2024. Board of
Governors of the Federal Reserve System, May 2025. https://www.federalreserve.gov/publications/2025-economic-well-being-of-us-house-
holds-in-2024-executive-summary.htm

23 Liu, Y., Zhang, H., & Zou, E. (2026). Pay now, buy never: The economics of consumer prepayment schemes. NBER Working Paper, No.
34918. https://doi.org/10.3386/w34918

24 Guttman-Kenney, B., Firth, C., & Gathergood, J. (2023). Buy now, pay later (BNPL) ...on your credit card. Journal of Behavioral and
Experimental Finance, 37, 100788. https://doi.org/10.1016/).jbef.2023.100788
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al. (2025)* study UK regulatory data on BNPL use linked
to credit files and find no strong evidence that BNPL in-
creases broader consumer indebtedness or missed pay-
ments.

Other evidence is more mixed: Papich (2022)%* finds that
access to BNPL increases borrowing, but also reports im-
provements in some repayment outcomes, including lower
past-due balances and fewer current delinquencies. Shupe
& Palloni (2025)?” similarly examine whether BNPL affects
consumers’ ability to repay non-BNPL debts, finding little
evidence that BNPL changes repayment behaviors on those
obligations. The effects depend heavily on the borrower’s fi-
nancial condition and interaction with their other debts. For
Australia, Gerrans, Baur & Lavagna-Slater (2022)?® frame
this as a responsibility problem: Although BNPL can be
cheaper than credit cards when used carefully, its prod-
uct design and lighter regulatory treatment raise concerns
about whether providers have sufficient incentives to pre-
vent consumer harm.

The spending effects are clearer. Di Maggio, Williams & Katz
(2022)%° find that BNPL access increases total spending,
including among liquidity-constrained consumers. Their
effect sizes are too large to be explained by a traditional
economic explanation based around liquidity constraints.
Instead, their results reflect a behavioral story in which
BNPL has a psychological impact on consumers, shifting
their expenditures toward particular goods.

Product design and marketing may amplify the risks to
consumers. Burg & Keil (2026)* find that BNPL availability
can increase impulse purchases, while Kumar, Salo, and
Bezawada (2024) and Maesen and Ang (2025) show that
BNPL alters online purchase behavior, including purchase
activity and purchase amounts. Aggarwal, Kaye & Odinet
(2022)*" add that social media channels, such as #FinTok
on TikTok, have become important spaces for consumer-
finance promotion and discussion, making BNPL harder to

monitor via advertising rules designed for traditional chan-
nels.

All in all, BNPL is neither clearly good nor clearly bad for
consumers. The effects of BNPL vary across consumers
and appear domain-specific. BNPL can help some con-
sumers with short-term cash-flow problems, but it can also
encourage extra spending and increase financial distress
for some already-stretched consumers. This concern be-
comes sharper when BNPL debts are not visible in credit
reports.
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BNPL CREDIT REPORTING

Arguably the largest open issue surrounding BNPL con-
cerns credit reporting. BNPL transactions are not consis-
tently reported to credit bureaus in the United States, so
using BNPL does not build your credit history or improve
your credit score. Most BNPL lenders do not report BNPL
loans taken out, although loans that consumers miss pay-
ments on may be reported. This is a problem for both
BNPL and non-BNPL lenders as it means that a lender
does not know how much debt a consumer has at the
time of applying for a loan. One concern is that this en-
ables “loan stacking” where one consumer can take out
BNPL loans from multiple BNPL lenders at one time, a
behavior that may be risky for both the borrower and their
lenders.

While this piece focuses on BNPL lenders, not reporting
loans to credit bureaus is not a BNPL-specific issue. Some
non-BNPL lenders (e.g., payday lenders and some sub-

25 Chan, E., de Mauro, A., Shaw, J., Hainsworth, S., Mitchell, M., Norrgren, H., Firth, C., & Sheth, J. (2025). Distress deferred? The impact
of buy-now-pay-later credit on consumer indebtedness and arrears. Financial Conduct Authority Occasional Paper, No. 69. https://www.fca.
org.uk/publications/occasional-papers/op69-impact-bnpl-credit-consumer-indebtedness-arrears

26 Papich, S. (2022). Effects of buy now, pay later on financial well-being. SSRN Working Paper, No. 4247360. https://ssrn.com/ab-
stract=4247360

27 Shupe, C., & Palloni, G. E. (2025). The effect of BNPL on consumer debt and the ability to repay non-BNPL debt obligations. CFPB Office
of Research Working Paper, No. 25-11. https://ssrn.com/abstract=5284530

28 Gerrans, P, Baur, D. G., & Lavagna-Slater, S. (2022). Fintech and responsibility: Buy-now-pay-later arrangements. Australian Journal of
Management, 47(3), 474-502. https://doi.org/10.1177/03128962211032448

29 Di Maggio, M., Williams, E., & Katz, J. (2022). Buy now, pay later credit: User characteristics and effects on spending patterns. NBER
Working Paper, No. 30508. https://doi.org/10.3386/w30508

30 Burg, V., & Keil, J. (2026). “Buy Now, Pay Later” and impulse shopping. SSRN Working Paper, No. 4629415. https://ssrn.com/ab-
stract=4629415

31 Aggarwal, N., Kaye, D. B. V., & Odinet, C. K. (2022). #Fintok and financial regulation. Arizona State Law Journal, 54(4), 1035-1071.
https://ssrn.com/abstract=4216952
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prime auto lenders) also do not report their data to credit
bureaus. Even lenders that do report to credit bureaus do
so selectively. For example, Guttman-Kenney & Shahidine-
jad (2025)%2 show that none of the largest credit card lend-
ers report to the credit bureaus how much their cardholders
pay against their credit card bill.

It may appear surprising that not all debts held by a con-
sumer are on their credit report, but that is the system in the
United States, where no rule requires any lender to report
their information to a credit bureau (Gibbs et al., 2025).% In-
stead, each lender decides whether to voluntarily share in-
formation with one or more credit bureaus (Equifax, Experi-
an, and TransUnion), after weighing whether it is privately
optimal for them to do so, given the costs and benefits. This
creates a potential market failure as positive externalities
of more information that improves other lenders’ decisions
are not considered. There is also non-reciprocity in this sys-
tem: If one lender shares information with a credit bureau,
another lender can observe such information even if they
do not share information on their own customers (Guttman-
Kenney & Shahidinejad, 2025). This system raises the com-
petitive risk to one lender unilaterally sharing information.

Broadly there are two reasons why BNPL lenders do not
share information with credit bureaus. The first reason is
that BNPL lenders are concerned that reporting informa-
tion would adversely affect their customers’ credit scores,
which would reduce customers’ demand for BNPL.

Why are they worried about this? Historically, the main
credit score that lenders rely on is a FICO score, though
VantageScore, jointly owned by the credit bureaus, is a
growing competitor. In these scores, opening or closing
several accounts in quick succession reduces your credit
score, because such behaviors are historically correlated
with higher defaults. These scoring models do not distin-
guish between a BNPL loan and another form of unsecured
personal loan, so reporting BNPL loans would be expected
to often reduce consumers’ FICO credit scores, as these
loans are designed to be closed soon after opening. A sim-
ple adjustment of credit scores to account for BNPL loans
being different from other forms of credit may also not help
to improve credit scores of BNPL users if, on average, tak-
ing out a BNPL loan is correlated with a consumer being at
higher risk of not repaying their loans.

Given this context, it is important to understand the infor-
mativeness of BNPL use as a credit risk signal. The only

academic study of this is Laudenbach et al. (2025),%* who
find that BNPL use is a positive signal of creditworthiness in
their Norwegian data. We do not know if this finding trans-
lates to the United States.

In the United States, Affirm and FICO have done some work
to try to correct this technical issue and have developed a
version of FICO that accounts for BNPL, however, most lend-
ers rely on older versions of FICO scores that would not do
so. Crucially, other BNPL lenders have not shared data, so
the Affirm-FICO solution, so far, has not satisfied other BNPL
lenders, who have different customer bases and products,
and so their customers may be differentially impacted.

‘o‘y there are two reasons why BNPL lend-

ers do not share information with credit bu-
reaus

The second, more fundamental, reason why BNPL lend-
ers do not share information with credit bureaus is due to
competition concerns. In the United States, credit report-
ing data is not only used for assessing a credit applicant’s
creditworthiness. Lenders also use credit reporting data
to target their marketing to acquire new customers. BNPL
lenders are concerned that reporting information would
enable competing BNPL lenders and non-BNPL lenders
to poach a BNPL lender’s profitable customers, after the
BNPL lender’s technology had done the initial hard work of
assessing a customer’s risk. Given this fundamental issue,
it appears unlikely that BNPL lenders will start voluntarily
reporting information, unless there is regulatory pressure
to do so. One potential insight into what might happen
if firms are forced to share data is the study of Guttman-
Kenney & Shahidinejad (2025), which shows that when
the Federal Trade Commission required credit card lend-
ers to report information on their credit card’s credit limits,
something that was not privately optimal for them to do,
it increased switching, consistent with increased competi-
tion.

Understanding the domains around the world where BNPL
lenders are willing to share information can also help to
understand why they do not do so in the United States.
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For example, BNPL lenders share information with credit
bureaus in the United Kingdom. Why are they willing to do
so there? Partially pressure from regulators but also ac-
cess to credit reporting data is only on a reciprocal basis
and is not used for marketing. Therefore, there is limited
competitive threat of a BNPL lender’s competitors target-
ing their profitable customers if a BNPL lender shares in-
formation in the United Kingdom, in sharp contrast to the
United States.

Extant academic research does not tell us the effects of man-
dating that BNPL lenders share information. From a competi-
tion perspective, we might be worried about requiring BNPL
lenders to report, without requiring non-BNPL lenders to also
do so. Studying the effects of BNPL being reported in other
parts of the world can be informative. Doing so can enable
learning about which consumers would benefit and lose out
from information being shared, and whether sharing infor-
mation is net beneficial. Important open questions include:
How does reporting BNPL debt change consumer demand
for BNPL? How does reporting change the decisions of non-
BNPL lenders? How does reporting affect competition be-
tween BNPL and non-BNPL lenders?

There is limited discussion on whether the current struc-
ture of credit reporting can be improved upon. For example,
if consumers increasingly use short-term credit products,
such as BNPL, a more real-time credit reporting system
may appear more suitable to prevent loan stacking than the
current historic approach that is largely based on a monthly
reporting cycle.

More broadly, the credit system in the United States tradi-
tionally requires consumers to take out credit to build credit.
Credit cards are a key part of that, often being the first prod-
uct a consumer takes out. Yet, there is substantial research
showing many consumers get into financial difficulties with
credit cards, with lenders being highly sophisticated in the
design of their product features and targeted marketing of
such products to lead consumers to make costly mistakes.
In theory, BNPL could potentially offer a lower-risk way for
consumers to demonstrate their creditworthiness and build
their credit scores.
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CONCLUDING THOUGHTS

The BNPL literature has grown rapidly, and regulatory frame-
works have struggled to keep pace. This is not least be-
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cause BNPL's hybrid nature sits awkwardly within catego-
ries designed for either payments or credit. An interpretive
rule issued by the Consumer Financial Protection Bureau in
2024 to regulate BNPL similar to credit cards was reversed
by the Trump administration a year later (see Congressional
Research Service, 2026, and Wang, 2025, for more discus-
sion of such policy issues).

There remains an open question on how to design disclo-
sures for the digital and Al world. The existing disclosure
regimes did not have products such as BNPL or digital
interfaces in mind. More broadly, the role of celebrity in-
fluencers and non-traditional forms of advertising driving
consumer spending and use of financial products is in-
creasingly important to assess and challenging to regu-
late.

There remains substantial scope to better understand the
nature of competition between BNPL lenders, and also
between BNPL and traditional credit products. When
merchants offer multiple payment options, which BNPL
option do consumers choose and why? What determines
which payment method consumers use, and whether
BNPL will replace credit cards remains under-studied.
While focus has been on BNPL, other FinTech lending
products have emerged, with much less academic scru-
tiny. For example, there is limited research (Alcazar &
Bradford, 2020; Murillo, Vallée, & Yu, 2025)% on Earned
Wage Access (“EWA?”) credit products that appear to be
increasingly offered directly to consumers or via partner-
ships with employers. While the academic research has
entirely focused on the business-to-consumer BNPL,
business-to-business BNPL can potentially be just as ec-
onomically important and disrupt traditional slow, manual
trade credit.

There is an established demand for BNPL products from
consumers. However, such demand has not been re-
flected in the stock market performance of BNPL lenders.
BNPL lenders’ prospects appear less rosy recently. An
important open question is whether the BNPL business
model is sustainable. Will merchants still be willing to pay
for BNPL if regulation or innovation reduces the cost of
other payment methods? Can BNPL only be viable as one
part of a broader portfolio of product offerings to consum-
ers and businesses? Ultimately, whether the BNPL busi-
ness model is robust to a severe recession that sharply
reduces spending and increases defaults has yet to be
tested. @
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