COVID-19 and Auto Loan Origination Trends 

José J. Canals-Cerdá and Brian Jonghwan Lee[footnoteRef:1]
 [1:  Corresponding author: José J. Canals-Cerdá, Federal Reserve Bank of Philadelphia, Ten Independence Mall, Philadelphia, PA 19106; 215-574-4127, email: jose.canals-cerda@phil.frb.org. Special thanks to Gerald Rama for expert data analysis. Brian Jonghwan Lee Federal Reserve Bank of Philadelphia, Ten Independence Mall, Philadelphia, PA 19106, email: Jonghwan.Lee@phil.frb.org] 

April 2021



Abstract

Our research analyzes the impact of the COVID-19 crisis on auto loan origination activity during the first six months of the crisis. We analyze auto loan originations data using a representative sample from the FRBNY Consumer Credit Panel/Equifax data.[footnoteRef:2] Our research focuses on the evolution of the impact of the crisis over time, across lending channels, across Equifax Risk Score segments, and across relevant geographic characteristics such as urbanization rate. We identify the impact of COVID-19 on auto loan growth by comparing the 2020 trend against previous years’ trends, separately for the period before and after the onset of the crisis in the US. Our results point to a significant drop in auto loan originations in March-April of 2020 for all groups, followed by a near-rebound in May-June across most Risk Score segments. We observe the largest drop and the smallest rebound in the subprime segment. Looking across origination channels, we observe that bank-financed originations experienced the largest drop in March-April and the smallest rebound in the following months. This contrasts with the experience during the Great Recession when banks and credit unions contributed the largest support to the auto loan origination segment, while finance company-originated auto loans were depressed. We also focus our analysis on the COVID-19 impact jointly across lending channels and Risk Score segments. The bank lending channel experienced the largest drop in loan originations across Risk Score segments, but particularly among subprime borrowers. We also do not find any suggestive evidence that used car loans exhibited origination patterns significantly different from the rest of the market. Examining the impact of COVID-19 on auto loan originations across geographic areas, we document a more pronounced impact in urban counties. [2:  We also use the Census data for various county-level and state-level economic variables. Additionally, our data are merged with the COVID-19 cases data from the Johns Hopkins Center for Systems Science and Engineering 
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