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Abstract: Financial products such as mortgages, credit cards, auto loans, personal loans, and certificates of deposit (CDs) play a crucial 

role in helping consumers finance significant purchases, manage debt, and plan for the future. However, the complexity of these products 

often leads to misunderstanding, resulting in debt accumulation and financial stress. This paper explores the basic structure and critical 

data of these products up to 2018, highlighting common consumer misconceptions and their consequences. It emphasizes the 

responsibility of businesses, particularly in sales, to provide transparent communication to foster customer satisfaction and trust. 

Furthermore, it discusses the role of IT Product Managers and Chief Product Officers in enhancing consumer understanding through 

user-friendly digital platforms, AI-driven advice, and educational resources. These efforts can significantly improve financial literacy 

and lead to better decision-making. 
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1. Introduction 
 

Financial products have become indispensable in the daily 

lives of consumers, enabling them to finance homes, vehicles, 

and large purchases, manage debt, and plan for the future. 

However, the sheer complexity of these financial instruments 

can often overwhelm consumers, leading to misunderstanding 

and misuse. According to data from the Federal Reserve and 

financial institutions up until 2018, many Americans lacked a 

comprehensive understanding of the financial products they 

purchased, resulting in debt accumulation, missed payments, 

and financial distress. A well - informed customer base is 

crucial not only for avoiding these pitfalls but also for 

fostering long - term trust and satisfaction in the financial 

services industry.  

 

This white paper explores five key financial products—

mortgages, credit cards, auto loans, personal loans, and 

certificates of deposit (CDs). Each section will delve into the 

basic structure of the product, critical financial data up to 

2018, and common misunderstandings. Furthermore, it will 

examine the consequences of consumers' lack of 

understanding and highlight the critical role of businesses in 

educating their customers to avoid financial crises. This paper 

also emphasizes how businesses, particularly in sales, must be 

transparent about what their products offer and what risks 

they entail. Customer satisfaction is intricately linked to this 

transparency, and companies can see significant 

improvements in trust and loyalty when they ensure that their 

consumers are well - informed.  

 

Finally, it will address what Information Technology (IT) 

Product Managers and Chief Product Officers (CPOs) in 

the financial services industry can do to improve customer 

understanding and satisfaction through technological 

innovation and better product design.  

 

Top 5 Financial Products Explained 

 

1) Mortgages 

A mortgage is one of the most significant financial 

commitments that an individual will undertake, typically 

spanning 15 to 30 years. Mortgages are loans taken out to 

finance the purchase of a home, with the property itself 

serving as collateral. By 2018, total U. S. mortgage debt had 

soared to $10.3 trillion, highlighting the scale of the housing 

market's reliance on credit. Mortgages are broadly classified 

into two types: fixed - rate mortgages and adjustable - rate 

mortgages (ARMs).  

• Fixed - rate mortgages offer stability with interest rates 

that remain constant over the entire loan term. This 

provides predictable monthly payments, which is 

appealing to many borrowers.  

• ARMs, on the other hand, start with lower interest rates 

but reset after a specific period (e. g., 5, 7, or 10 years), 

causing the monthly payment to fluctuate based on market 

conditions. This feature exposes borrowers to significant 

risks, especially during periods of rising interest rates.  

 

In 2018, the average interest rate for a 30 - year fixed - rate 

mortgage hovered around 4.5%. While ARMs initially 

offered rates as low as 3.5%, they carried substantial risk. In 

the years following the 2008 financial crisis, the delinquency 

rates on ARMs remained significantly higher than those on 

fixed - rate mortgages, underscoring the challenges posed by 

fluctuating interest rates.  

 

Table 1: U. S. Mortgage Data in 2018 
Feature Data 

Total U. S. Mortgage Debt:  $10.3 trillion  

Homeownership Rate:  64.40% 

Average Fixed - Rate 

Mortgage (30 - year):  
4.5% interest rate  

Average Adjustable - Rate 

Mortgage:  
3.5% starting interest rate  

ARM Delinquency Rate:  
8.8%, significantly higher than 

fixed - rate loans  

Foreclosure Rate:  
0.47% of all homes in the U. S. 

faced foreclosure  

Number of ARMs 

Originated (2018):  
1.1 million  

 

Importance of Understanding Mortgages:  

Consumers need to understand the implications of adjustable 

vs. fixed - rate mortgages. Fixed - rate mortgages offer long - 
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term stability but might come with higher monthly payments 

initially. ARMs, while tempting with lower starting rates, can 

lead to severe financial strain if interest rates rise sharply. 

During the 2008 financial crisis, many consumers who opted 

for ARMs found themselves unable to keep up with escalating 

payments once their interest rates reset, leading to widespread 

foreclosures and financial ruin. A 2018 report by the Federal 

Reserve found that 35% of mortgage borrowers did not fully 

understand the terms of their loans, particularly with ARMs, 

which were responsible for many of the foreclosures during 

the financial crisis.  

 

A failure to grasp these complexities can have long - term 

consequences. For instance, homeowners might end up 

paying thousands more in interest if they are unaware of how 

mortgage rates work. Additionally, they could face the risk of 

losing their homes if they are unable to afford the payments 

after a rate reset.  

 

2) Credit Cards 

Credit cards are one of the most commonly used financial 

tools in America, offering consumers convenience and 

flexibility. However, they are also one of the most 

misunderstood financial products. In 2018, total U. S. credit 

card debt reached $870 billion, and the average credit card 

balance for American households was approximately $6, 500. 

Unlike mortgages, which typically have fixed payment terms, 

credit cards offer revolving credit, meaning consumers can 

borrow and repay as long as they stay within their credit limit. 

However, this flexibility often comes with high interest rates 

and various fees.  

 

The annual percentage rate (APR) on credit cards can range 

anywhere from 12% to 30%, with the average in 2018 

hovering around 17%. Late fees, cash advance fees, and 

balance transfer fees can significantly increase the cost of 

borrowing if consumers are not careful. Despite these high 

rates, 43% of credit card holders carried a balance from month 

to month, accruing interest on unpaid balances. Many 

consumers focus on paying only the minimum payment due, 

not realizing that this can extend the repayment period over 

decades, costing them thousands of dollars in interest.  

 

Table 2: U. S. Credit Card Data in 2018 
Feature Data 

Total U. S. Credit Card Debt:  $870 billion  

Average APR:  17% 

Average Household Credit Card Debt:  $6, 500  

Percentage of Consumers Carrying a Balance:  43% 

Average Late Fee:  $37  

Number of Active Credit Card Accounts:  
485 million 

accounts  

Credit Card Delinquency Rate:  2.54% 

 

Importance of Understanding Credit Cards:  

Credit cards are deceptively easy to use, but they come with 

a high financial cost if not managed properly. The average 

APR of 17% in 2018 means that balances can quickly balloon 

if only minimum payments are made. A common 

misconception among consumers is that making the minimum 

payment keeps them financially safe. In reality, it prolongs 

debt and significantly increases the amount of interest paid 

over time. For example, a $6, 500 balance at 17% APR, if 

only the minimum payment is made, could take more than 20 

years to pay off and cost the borrower nearly double the 

original balance in interest.  

 

In 2018, a survey revealed that only 36% of credit card 

holders fully understood how interest on their credit card 

balances was calculated. This lack of understanding is a 

leading cause of credit card debt accumulation, with many 

consumers underestimating how quickly their debt can grow 

if they do not pay off the balance in full each month.  

 

3) Auto Loans 

Auto loans enable consumers to finance vehicle purchases, 

with the car itself serving as collateral. By 2018, U. S. auto 

loan debt had reached $1.1 trillion, reflecting the essential role 

of financing in the car - buying process. Auto loans typically 

have fixed interest rates and terms ranging from three to seven 

years. While lower monthly payments are appealing, 

especially for longer - term loans, they come with a significant 

increase in total interest paid over time.  

In 2018, the average interest rate for a new car loan was 

5.17%, while used car loans had higher rates, averaging 9.0%. 

A concerning trend is the lengthening of loan terms. In 2018, 

44% of auto loans had terms longer than 60 months. While 

this lowers the monthly payment, it increases the overall cost 

due to additional interest. Additionally, many consumers are 

unaware of how quickly vehicles depreciate. It is common for 

cars to lose 20% of their value within the first year, which can 

leave borrowers “upside - down” on their loans—owing more 

than the car is worth.  

 

Table 3: U. S. Auto Loan Data in 2018 
Feature Data 

Total U. S. Auto Loan Debt:  $1.1 trillion  

Average New Car Loan Interest Rate:  5.17% 

Average Used Car Loan Interest Rate:  9.00% 

Percentage of Loans Longer Than 60 Months:  44% 

Average Loan Term (New Car):  69 months  

Auto Loan Delinquency Rate:  4.30% 

Average Car Depreciation (First Year):  20% 

 

Importance of Understanding Auto Loans:  

The average car buyer often focuses on the monthly payment 

rather than the total cost of the loan. For example, extending 

a loan term to seven years can significantly reduce the 

monthly payment, but it will result in the borrower paying far 

more in interest over time. In 2018, more than half of U. S. 

consumers admitted they didn’t fully understand the 

implications of long loan terms, which often left them 

struggling to manage payments or stuck with a vehicle that 

was worth less than they owed.  

 

Auto loan borrowers need to be aware of factors such as loan 

terms, interest rates, and vehicle depreciation. Failure to 

understand these factors can lead to financial strain, 

especially if a consumer needs to sell the car before the loan 

is fully paid off, resulting in a loss.  

 

4) Personal Loans 

Personal loans are unsecured loans that consumers typically 

use for large purchases, debt consolidation, or emergency 

expenses. Unlike secured loans, such as mortgages or auto 

loans, personal loans do not require collateral, which makes 

them riskier for lenders and often results in higher interest 
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rates. By 2018, U. S. personal loan debt had reached $120 

billion, with millions of Americans turning to these loans for 

various financial needs.  

 

Interest rates for personal loans vary widely based on 

creditworthiness, with rates ranging from 5% for excellent 

credit to over 25% for those with poor credit. Personal loans 

are appealing due to their flexibility and relatively quick 

approval process. However, many consumers fail to account 

for origination fees (typically 1% to 6% of the loan amount) 

and prepayment penalties, which can significantly increase 

the cost of borrowing.  

 

Table 4: U. S. Personal Loan Data in 2018 
Feature Data 

Total U. S. Personal Loan Debt:  $120 billion  

Average Personal Loan Interest 

Rate:  
9.41% 

Average Origination Fee:  1% to 6% of loan amount  

Loan Approval Rate:  
43% of applications 

approved  

Average Loan Term:  24 to 60 months  

Percentage of Consumers with a 

Personal Loan:  
10.8% of U. S. adults  

 

Importance of Understanding Personal Loans:  

Personal loans are often marketed as an easy way to 

consolidate debt or cover large expenses, but their high 

interest rates and fees can make them expensive. In 2018, a 

significant percentage of borrowers failed to consider the total 

cost of the loan, including interest and fees, leading to 

financial stress and, in some cases, default. A survey 

conducted by the Financial Literacy and Education 

Commission found that 41% of personal loan borrowers did 

not fully understand the terms of their loans, particularly the 

origination fees and penalties for early repayment.  

 

Borrowers need to carefully assess whether they can afford 

the monthly payments and the total cost of the loan. Failure 

to do so can lead to excessive debt and financial hardship.  

 

5) Certificates of Deposit (CDs)  

A Certificate of Deposit (CD) is a low - risk savings product 

offered by banks and credit unions. CDs require consumers to 

deposit a fixed amount of money for a specified period in 

exchange for a guaranteed interest rate. As of 2018, CDs had 

become less popular due to the rise of higher - yielding 

savings accounts and other investment options, but they 

remained a safe choice for risk - averse savers.  

 

CDs typically offer higher interest rates than regular savings 

accounts because the funds are locked in for a specific term, 

which can range from a few months to several years. In 2018, 

the average interest rate for a 12 - month CD was around 

0.78%. However, CDs often come with penalties for early 

withdrawal, which can eat into the interest earned or even 

reduce the principal in some cases.  

 

 

 

 

 

 

 

Table 5: U. S. Certificate of Deposit Data in 2018 
Feature Data 

Total U. S. CD Deposits:  $1.4 trillion  

Average 12 - Month CD Interest 

Rate:  
0.78% 

Average Early Withdrawal 

Penalty:  
3 to 6 months of interest  

CD Popularity Decline:  
20% drop in CD accounts from 

2010 to 2018  

Average CD Term:  12 to 36 months  

Average Interest Rate  

(5 - Year CD):  
1.50% 

 

Importance of Understanding CDs:  

While CDs are a safe and predictable investment, many 

consumers fail to understand the implications of early 

withdrawal penalties and the impact of inflation on real 

returns. For instance, if a consumer locks their money into a 

5 - year CD at 1.5%, and inflation rises to 2%, they are 

effectively losing purchasing power over time. In 2018, more 

than half of CD holders were unaware of how early 

withdrawal penalties worked, leading to dissatisfaction when 

they needed to access their funds prematurely.  

 

The Importance of Consumer Understanding 

It is crucial that consumers fully understand the financial 

products they engage with to avoid costly mistakes. As 

evidenced by the 2008 financial crisis, the failure of mortgage 

borrowers to grasp the terms of their loans—particularly 

ARMs—contributed to a wave of foreclosures and a 

subsequent economic collapse. While significant progress has 

been made in improving financial literacy since then, data 

from 2018 still shows that many Americans lack the basic 

knowledge required to make informed decisions about their 

finances.  

 

Consequences of Misinformation 

• Debt Accumulation: Consumers who do not understand 

the true cost of credit card interest, personal loan fees, or 

auto loan terms can quickly find themselves buried in debt.  

• Missed Payments: Borrowers who are unaware of how 

their mortgage or auto loan payments will increase due to 

fluctuating interest rates or loan terms are at higher risk of 

defaulting on their loans.  

• Financial Stress: High levels of debt and missed 

payments can lead to financial stress, affecting both the 

individual's personal life and their ability to participate in 

the economy.  

• Lower Customer Satisfaction: Financial products are 

complex, and customers who feel misinformed or misled 

about the terms of their products are less likely to trust 

financial institutions and may become vocal about their 

dissatisfaction.  

 

What IT Product Managers and Chief Product Officers 

Can Do 

Information Technology Product Managers (IT PMs) and 

Chief Product Officers (CPOs) in financial services play a 

pivotal role in designing, developing, and managing the tools 

and systems that consumers use to access and manage 

financial products. Given the complexity of financial 

products, IT PMs and CPOs are in a unique position to ensure 

that their customers are well - informed and empowered to 

make sound financial decisions.  

Paper ID: SR19206111353 DOI: https://dx.doi.org/10.21275/SR19206111353 2379 

www.ijsr.net
http://creativecommons.org/licenses/by/4.0/


International Journal of Science and Research (IJSR) 
ISSN: 2319-7064 

Impact Factor (2018): 7.426 

Volume 8 Issue 2, February 2019 

www.ijsr.net 
Licensed Under Creative Commons Attribution CC BY 

1) Simplified User Interfaces and Product Features 

• One of the most effective ways IT Product Managers and 

CPOs can contribute to customer understanding is by 

designing intuitive, user - friendly interfaces for online 

banking apps, mortgage platforms, and loan application 

systems. Complex financial concepts can be broken 

down into simple, digestible formats using visual aids, 

step - by - step guides, and real - time calculators that help 

customers see the immediate impact of their financial 

decisions.  

• Example: An interactive mortgage calculator that shows 

consumers how their monthly payments change based on 

different interest rates, loan terms, and down payments, 

can help borrowers better understand the long - term 

costs of their mortgage.  

 

2) AI - Driven Personalized Financial Advice 

• Leveraging artificial intelligence and machine learning, 

IT PMs and CPOs can develop AI - driven tools that 

provide personalized financial advice to users based on 

their financial behavior, spending habits, and credit 

profiles. This can help customers understand their 

financial products better and receive real - time guidance 

on managing their debt, making timely payments, or 

investing in a product like a CD.  

• Example: A credit card platform that uses AI to notify 

customers when they are close to exceeding their credit 

limit, suggest paying off more than the minimum amount 

to avoid high interest, or even recommend refinancing 

options for better rates.  

 

3) Educational Platforms and Resources 

• CPOs and IT Product Managers can ensure that their 

digital platforms offer rich educational content, such as 

FAQs, video tutorials, and blogs, that explain the terms 

and conditions of financial products. By integrating 

financial literacy into their product offering, they can 

increase customer understanding and satisfaction.  

• Example: Offering a learning center within a mobile 

banking app that includes tutorials on topics such as 

understanding APR, how mortgage amortization works, 

or the long - term costs of auto loans, can empower 

customers with the knowledge they need to make better 

decisions.  

 

4) Data - Driven Customer Insights 

• IT PMs and CPOs can leverage data analytics to monitor 

customer behavior and identify patterns that indicate 

misunderstanding or misuse of financial products. By 

analyzing how customers interact with their products, 

they can identify pain points and develop targeted 

interventions to improve user experience and financial 

literacy.  

• Example: Analyzing data to see that a significant portion 

of credit card users consistently carry a balance could 

lead to the development of educational nudges, such as 

personalized alerts encouraging users to pay more than 

the minimum to avoid high - interest payments.  

 

5) Transparent Product Design 

• Transparency is critical in product design. IT PMs and 

CPOs must ensure that all fees, interest rates, and terms 

are clearly communicated to customers. This includes 

providing easy - to - understand breakdowns of how 

payments will be applied, what happens if a customer 

misses a payment, and how they can avoid common 

pitfalls.  

• Example: A personal loan product that provides clear, 

upfront information about origination fees, the total cost 

of the loan, and what penalties may apply for early 

repayment will build trust and reduce the likelihood of 

customer dissatisfaction.  

 

2. Conclusion 
 

Financial products are indispensable for managing debt, 

making significant purchases, and planning for the future. 

However, without a thorough understanding of how these 

products work, consumers are at risk of falling into financial 

traps that can have long - lasting consequences. In 2018, many 

Americans lacked the financial literacy needed to navigate the 

complexities of products such as mortgages, credit cards, and 

personal loans. This not only led to financial stress but also 

undermined trust in financial institutions. Businesses have a 

critical role to play in ensuring that their customers are well - 

informed. By prioritizing clear communication, education, 

and transparency, companies can foster long - term customer 

satisfaction and build a loyal, informed client base.  

 

Information Technology Product Managers and Chief 

Product Officers are uniquely positioned to help bridge the 

knowledge gap by developing intuitive, transparent, and 

educational digital platforms. By using AI - driven 

personalized advice, data analytics, and simplified interfaces, 

they can empower customers to make more informed 

decisions, leading to better financial outcomes and higher 

customer satisfaction.  
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