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Regulatory developments in the financial services  
industry (FSI) regarding financial inclusion

Leading off
As the world works to get back on its feet, various sectors of the 
financial services industry have started focusing on the next 
steps to stand stronger in the face of adversity. Now that the 
industry had time to pause, reflect, and rethink its priorities, 
there’s a sharper spotlight on the imminent social responsibilities 
that led to decisions to curb inequalities that were exacerbated 
by the pandemic.

Policymakers and industry leaders are taking action to bridge the 
financial equity gap. Continuing from our February 2022 issue, we 
highlight current regulatory developments regarding how bias in 
complex algorithms is impacting consumer protection laws and 
insurance claims, and other notable regulatory advances.

CFPB targets unfair discrimination in consumer finance1

Although blatant acts of discrimination in the United States 
have occurred and continue to occur, new manifestations of 
discrimination—embedded within information systems and 
technologies—are harming communities, even if the producers 
and consumers are generally unaware.

To better protect families and communities from 
discrimination, the Consumer Financial Protection Bureau 
(CFPB) announced changes to its supervisory operations 
for discriminatory lending and servicing practices. While 
examining banks and other companies with compliance 
and consumer protection rules, the CFPB will scrutinize 
discriminatory conduct that violates the federal prohibition 
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against unfair practices. The CFPB will closely examine financial 
institutions’ decision-making in advertising, pricing, and other 
areas to ensure that companies are appropriately testing for 
and eliminating illegal discrimination. 

As part of its broad efforts to identify and address unfair acts 
and practices, the CFPB published an updated exam manual 
for evaluating unfair, deceptive, and abusive acts and practices 
(UDAAPs). Both unintentional discriminatory practices and 
practices that fall outside of the scope of the Equal Credit 
Opportunity Act (ECOA) now may be held to meet the criteria 
for “unfairness.” The updated manual guides examiners in 
looking beyond discrimination directly connected to fair 
lending laws, asking them to review any policies or practices 
that exclude individuals from products and services, or 
offer products or services with different terms, in an unfairly 
discriminatory manner.

The CFPB also noted that certain targeted advertising and 
marketing, based on machine learning models, can harm 
consumers and undermine competition.2 Consumer advocates, 
investigative journalists, and scholars have shown how data 
harvesting and consumer surveillance fuel complex algorithms 
that can target highly specific demographics of consumers 
to exploit perceived vulnerabilities and strengthen structural 
inequities. The CFPB will be closely examining companies’ 
reliance on automated decision-making models and any 
potential discriminatory outcomes. Below is an overview of the 
number of ECOA referrals to the Department of Justice (DOJ) by 
all federal agencies since 2012 with an increasing trend over the 
last several years.

Figure 1. Number of ECOA referrals to DOJ (2012-2020)3
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The CFPB will look for discrimination in all consumer finance 
markets, including credit, servicing, collections, consumer 
reporting, payments, remittances, and deposits. CFPB 
examiners will require supervised companies to show their 
processes for assessing risks and discriminatory outcomes, 
including documentation of customer demographics and the 
impact of products and fees on different demographic groups. 

2

Bridging the divide digest: Positioning purpose and profit through financial inclusion

The CFPB will look at how companies test and monitor their 
decision-making processes for unfair discrimination, as well as 
discrimination under the ECOA.

Temporary prohibition of use of credit history to 
determine insurance premiums4

The Washington State Office of the Insurance Commissioner is 
adopting a rule temporarily banning insurers from using credit 
information to set auto, homeowner, and renter insurance, 
effective March 4, 2022. The rule is intended to protect drivers, 
homeowners, renters, and other insurance policyholders from 
facing sudden rate hikes because their credit scores have fallen 
during the pandemic. In addition, a new transparency rule is 
proposed to provide policyholders with a written explanation for 
any premium change.

Insurance Commissioner Mike Kreidler noted that the COVID-19 
pandemic has caused many people to experience economic 
hardship and has negatively impacted people who are already 
financially vulnerable.

The federal government’s Coronavirus Aid, Relief, and Economic 
Security (CARES) Act allowed lenders to grant relief to some 
people who are struggling financially.5 However, the protections 
do not apply to everyone. And when the CARES Act ends, any 
delinquency could then be reported or show up as a blackout 
period on someone’s credit report.

In an attempt to mitigate adverse impacts, Kreidler’s rule 
prohibits the use of credit to set rates but is also designed to be 
rate neutral for the insurers, meaning any rate change is spread 
across all policyholders. Some will see a one-time rate increase, 
and others will get a rate decrease, depending on how much 
their insurer relied on credit scoring. Based on consumer stories  
presented during the rule’s public hearing, Kreidler asked insurers 
to provide additional information, including:

 • A histogram that shows the range of premium changes due to 
removing credit information as a rating factor. Some insurers 
already provided these illustrations as part of their rate filings.

 • Copies of any communications insurers used to describe the 
new credit rule to their policyholders.

Kreidler is also proposing a rule that requires insurers to provide 
policyholders with clear written explanations for any rate change. 

Lastly, the State Commission intends to work with the legislature, 
stakeholders, and insurance companies to permanently prohibit 
the use of credit scoring to determine insurance premiums. 
The commissioner believes that insurance premiums should be 
based on how you drive your car or treat your property instead 
of creditworthiness. People with low credit scores pay 80% 
more in auto insurance than people with higher credit scores 
regardless of how safely they drive. This proposed rule could end 
this practice permanently and eventually narrow the disparity in 
vulnerable populations.



Other notable regulatory developments 
Consumer Federation of America (CFA) releases new policy 
proposal to reduce the Black homeownership gap6

In March 2022, the CFA released a proposal to transfer unused 
VA home loan benefits to veterans’ descendants.

In January 2021, President Biden’s Executive Order 13985 
“Advancing Racial Equity and Support for Underserved 
Communities Through the Federal Government” announced 
his intention “that the Federal Government should pursue a 
comprehensive approach to advancing equity for all, including 
people of color and others who have been historically 
underserved, marginalized, and adversely affected by persistent 
poverty and iinequality.”7 Chief among the equity challenges 
facing the United States is the racial homeownership gap, which 
is most pronounced for African Americans. African American 
households had a homeownership rate of 44.1% in 2020 
compared to 74.5% of white households.8

The CFA released this policy proposal illustrating an alternate 
path for closing the African American homeownership gap. 
“Honoring America’s Promise: How Passing Unused VA Loan 
Benefits Down to Veteran’s Descendants Could Narrow the 
African-American Homeownership Gap” recommends a 
framework for transferring the previously unused home loan 
benefit for any veteran to the veteran’s surviving spouse, child, 
grandchild, and other direct descendant, without limitation. For 
purposes of the proposal, transferable VA loan benefits would 
have accrued to veterans whose service period roughly overlaps 
with the federal government’s support of racially restrictive 
housing policies, namely between the passage of the GI Bill in 
1944 up through the enactment of the Community Reinvestment 
Act (CRA) in 1977.
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Under the proposal, the CFA estimates that nearly 13 million 
descendants of African American veterans would be eligible 
for VA financing and, as a result, would be able to access 
homeownership without making a down payment. The 
paper goes on to explain how the proposed transfer would 
disproportionately benefit descendants of African American 
veterans based on the nation’s history of using racially 
discriminatory policies to prevent  those veteran borrowers from 
accessing the VA home loan benefit and, as a result, accumulate 
the generational wealth needed to assist their descendants in 
their efforts to buy a home.

FDIC’s initiatives to promote financial inclusion
Continuing its Diversity, Equity, and Inclusion (DEI) Strategic 
Plan, the Federal Deposit Insurance Corporation (FDIC) is 
working to further the cause of financial inclusion by educating 
the unbanked and providing resources that will help get them 
into the banking sector. As part of these efforts, the FDIC had 
announced collaboration with Operation HOPE, Inc., a nonprofit 
organization that shares a similar goal.10 This partnership 
expands upon a long-standing relationship that began in 
2001. According to the arrangement, the FDIC will provide 
training for Operation Hope’s staff on how to teach the Money 
Smart curriculum and will help the nonprofit identify outreach 
initiatives to educate minority- and women-owned businesses 
on how to conduct business with the FDIC. Recognizing the 
importance of financial education for people with little or no 
banking experience, the FDIC created the Money Smart financial 
education curriculum that has now been adopted by an alliance 
of more than 1,400 financial institutions and community-based 
partners across the country.
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Black veterans White veterans

Household tenure Total number Residing in owner 
occupied housing

Percentage 
ownership Total number Residing in owner 

occupied housing
Percentage 
ownership

Head of family 1,228,944 718,707 55% 18,133,533 13,976,400 72%

Vietnam conflict 170,647 55,315 32% 2,554,704 1,154,247 45%

Korean conflict 332,358 190,991 57% 4,455,322 3,570,392 80%

World War II 661,348 429,192 65% 10,061,100 8,400,902 83%

World War I 64,591 43,209 67% 1,062,407 850,899 80%

Family head relative 255,020 149,321 59% 1,839,674 1,442,915 78%

Vietnam conflict 123,847 73,309 59% 1,092,127 864,313 79%

Korean conflict 50,613 28,301 56% 239,365 181,598 76%

World War II 71,473 41,949 59% 426,468 330,429 77%

World War I 9,087 5,762 63% 81,714 66,575 81%

Primary individual 216,288 50,269 23% 1,480,706 503,735 33%

Vietnam conflict 28,292 2,610 9% 284,070 34,582 12%

Korean conflict 46,016 8,650 19% 248,469 70,427 28%

World War II 113,527 28,230 25% 710,721 270,732 38%

World War I 28,453 10,779 38% 237,446 127,994 54%

Figure 2. 1970 snapshot of Black and white male veteran homeownership numbers by household tenure and period of service9
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Along similar lines, the FDIC is looking to provide opportunities 
to access safe and affordable insured bank accounts to all 
individuals. This will pave the way to saving, building assets, 
maintaining financial stability, and providing effective financial 
education. To enact this, the FDIC announced that it is now 
expanding its #GetBanked public awareness campaign into the 
Los Angeles, Dallas, and Detroit metropolitan areas, targeting 
communities where rates of unbanked households are higher 
than the national average.11

The #GetBanked initiative was launched early during the 
COVID-19 pandemic as a resource to encourage more Americans 
to enter the banking system as a means of receiving the 
economic stimulus payments. The initiative is focused on areas 
where “How America Banks” research finds that a significant 
number of Black and Hispanic households are unbanked and 
encourages them to consider opening a checking account.12

OCC launches Project REACh efforts in multiple locations13

Project Roundtable for Economic Access and Change (REACh) 
is the OCC’s initiative that convenes stakeholders so that 
underserved populations may have the same opportunities to 
succeed and benefit from the nation’s financial system as others. 
The group identifies and works to reduce barriers to access that 
exist at the national or local levels to expand access to credit 
and capital. Given the successful run of Project REACh, it was 
launched in several other regions like Milwaukee14 and Dallas15 to 
address barriers to financial inclusion. 

With minority outreach being an integral part of the OCC’s 
mission, on February 15, 2022, it launched Detroit REACh, the 
agency’s third regional effort.16 Acting Comptroller Hsu said, 
“Project REACh convenes interested community stakeholders 
who are working together to remove barriers that limit full, fair, 
and equal access by economically disadvantaged communities in 
our economy and financial system.” 
 
Detroit REACh aims to organize and initiate formal efforts to 
promote greater access to affordable homeownership, enhance 
small business financing, and expand access to credit for 
economically disadvantaged and underserved communities. 

Additional Deloitte perspective on financial inclusion 

For additional insights, please see our ongoing series on financial inclusion and the impact it has on FSI and the 
broader economy.

 • Driving purpose and profit through financial inclusion
 • Accelerating toward greater financial inclusion
 • Financial inclusion and the underserved life insurance market, part two
 • Affinity banking: The intersection of digital banking and financial inclusion
 • Additional Deloitte resources 

Key takeaways 
Although financial inclusion is gaining momentum across all 
financial sectors, and innovations and policies are showing 
promise, regulators continue to put forth measures to ensure 
that the most vulnerable groups in society have fair and 
equitable access to financial services by lowering barriers 
to participation, increasing financial literacy, eliminating 
discriminatory practices, and improving the regulatory 
landscape. In this issue, we’ve noted several aspects of the 
ongoing wave of regulatory initiatives to address potential 
inequities including:

 • The CFPB has continued to stress its commitment to 
strengthening enforcement of fair lending issues. CFPB 
examiners will now place a renewed focus on discriminatory 
conduct, and covered entities should review their policies and 
procedures in advance of future examinations. 

 • Washington State Office of the Insurance Commissioner is 
adopting a rule temporarily banning insurers from using 
credit information to set insurance premiums. The rule is 
intended to protect drivers, homeowners, renters, and other 
policyholders from rate hikes because their credit scores have 
fallen during the pandemic.

 • The CFA has released a policy proposal aimed at closing the 
gap in African American homeownership. The organization’s 
recommendation focuses on passing along unused veteran home 
loan benefits to the individual’s family, benefiting more than 12.5 
million individuals.

 • The FDIC has expanded a partnership with Operation HOPE 
to provide additional resources targeting the unbanked. 
This training and education-focused initiative aligns with the 
extension of the FDIC’s #GetBanked public awareness campaign 
into several diverse metropolitan areas.

 • Similarly, the OCC has launched its Project REACh effort in 
Detroit. As the agency’s third regional effort, it will help ensure 
more diverse and under-resourced communities have equal 
access to financial inclusion in the nation’s economy. 

Note: This is a brief spotlight on current industry ongoings and not 
Deloitte’s point of view.

https://www2.deloitte.com/us/en/insights/industry/financial-services/purpose-through-inclusive-finance.html
https://www2.deloitte.com/us/en/insights/industry/financial-services/alternative-data-innovation-financial-inclusion.html
https://www2.deloitte.com/us/en/insights/industry/financial-services/life-insurance-coverage-gap.html
https://www.deloittedigital.com/us/en/blog-list/affinity-banking.html
https://www2.deloitte.com/us/en/pages/financial-services/topics/corporate-social-responsibility-and-financial-inclusion.html
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