
Asset-Backed Finance:  
Nuances of Consumer Lending1

The financial health of the U.S. consumer is under constant scrutiny. Personal consumption 
constitutes nearly 70% of GDP, underpinning demand for goods and services.2 Lending 
to consumers is an industry in itself, from auto loans and credit cards to mortgages and 
student loans. In the context of asset-backed finance (ABF) within the consumer space, 
these loans represent collateral. Our key question is whether these loans will be repaid. 
Headlines regarding consumer health shouldn’t be regarded as the defining information 
when making consumer lending investments: this data can be useful in informing our 
views, but a more nuanced assessment is required. 

Most investors will regularly review multiple consumer data metrics, including 
unemployment rates, consumer savings and consumer spending. At a high level,  
the data doesn’t yet appear to indicate a dramatic deterioration in consumer health. 
However, it’s important to examine the underlying economic data points rather than  
rely on the headlines, for example: 

• Unemployment remains low at 4.2%3 but continued jobless claims have incrementally risen 
to nearly two million,4 indicating that re-entering the workforce is currently challenging.

• The personal savings rate is nearly 5%,5 which is below the peak rate during the 
pandemic but above 2022 levels. However, this average may be dragged up by wealthier 
consumers as lower-income consumers struggle, having experienced year-over-year 
wage growth of just 1.5%.6

• Student loan delinquencies have accelerated in recent weeks, with over 30% of borrowers 
officially delinquent on their loans.7 This may have corollary impacts not yet visible in the 
data, as some borrowers face the prospect of garnished wages.

This kind of data can serve as an input when assessing the potential credit performance 
of consumer asset pools. For improved utility, this means analyzing how data values and 
ranges vary by borrower cohort, activity and credit product. Even then, this data is only 
part of the picture: to form a nuanced view on future loan losses, managers should take  
a holistic approach, including evaluating industry trends, regulatory risks and originators.  
In short, quantitative inputs must be supplemented with qualitative underwriting. 

The underwriting of each loan – and the motivation for repayment – is critical when 
assessing expected credit performance. For example, we’re wary of consumer lending reliant 
on automated, algorithmic methods to estimate repayment likelihood rather than conducting 
commonsense “Will the borrower pay?” underwriting. Within the consumer segment of ABF, 
our preference is toward financings for essential purchases. This could include things like 
HVAC (heating, ventilation and air conditioning) system financing for homes. 

In other words, we want to be invested in the assets that’ll be prioritized by the  
borrower during periods of financial stress. Consumer lending continues to be a space  
we assess selectively, being just one component of the vast ABF universe. We tend  
to find the best relative value where regional lenders have stepped back and other 
originators or capital providers can’t participate as they deal with problems from  
loans made (often to subprime consumers) in 2021-22. This can create a supply/demand 
imbalance that favors new entrants. 
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ENDNOTES
1 Source: The Roundup: Top Takeaways from Oaktree’s Quarterly Letters— 
June 2025 Edition. The content is derived from or inspired  
by ideas in recent letters, or other materials featuring or produced 
by Oaktree thought leaders; the text has been edited for space,  
updated, and expanded upon where appropriate.

2 Federal Reserve Bank of St. Louis; personal consumption expenditure 
represents 68.4% of GDP, as of 1Q2025.

3 Federal Reserve Bank of St. Louis, as of May 2025.
4 Trading Economics, as of June 7, 2025.
5 Federal Reserve Bank of St. Louis, as of April 2025.
6 BofA Consumer Checkpoint, as of May 9, 2025.
7 Bloomberg, as of June 24, 2025. Delinquency defined as 90 days  
late on loan payments.

IMPORTANT DISCLOSURES
All investing involves risk. The value of an investment will fluctuate over 
time, and an investor may gain or lose money, or the entire investment. 
Past performance is no guarantee of future results.

Asset back securities are subject to greater levels of credit risk, call risk 
and liquidity risks which may cause their values to decline. Asset-backed 
securities are complex investments and not suitable for all investors.
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Statements made reflect the views and opinions of Oaktree. The 
information contained herein is for educational and informational 
purposes only and does not constitute, and should not be construed  
as, an offer to sell, or a solicitation of an offer to buy, any securities  
or related financial instruments. This commentary discusses broad 
market, industry or sector trends, or other general economic  
or market conditions, and it is being provided on a confidential basis. 

FORWARD-LOOKING STATEMENTS
Information herein contains, includes or is based on forward-looking 
statements within the meaning of the federal securities laws, specifically 
Section 21E of the Securities Exchange Act of 1934, as amended, and 
Canadian securities laws. Forward-looking statements include all 
statements, other than statements of historical fact, that address future 
activities, events or developments, including, without limitation, business 
or investment strategy or measures to implement strategy, competitive 
strengths, goals, expansion and growth of our business, plans, prospects 
and references to our future success. You can identify these statements 
by the fact that they do not relate strictly to historical or current facts. 
Words such as “anticipate,” “estimate,” “expect,” “project,” “intend,” 
“plan,” “believe” and other similar words are intended to identify these 
forward-looking statements. Forward-looking statements can be 
affected by inaccurate assumptions or by known or unknown risks and 
uncertainties. Many such factors will be important in determining our 
actual future results or outcomes. Consequently, no forward-looking 
statement can be guaranteed. Our actual results or outcomes may 
vary materially. Given these uncertainties, you should not place undue 
reliance on these forward-looking statements. This communication is not 
intended to provide an overview of the terms applicable to any products 
sponsored by Brookfield Corporation and its affiliates (together, 
“Brookfield”). Information and views are subject to change without 
notice. Some of the information provided herein has been prepared 
based on Brookfield’s internal research, and certain information is based 
on various assumptions made by Brookfield, any of which may prove 
to be incorrect. Brookfield may not have verified (and disclaims any 
obligation to verify) the accuracy or completeness of any information 
included herein, including information that has been provided by third 
parties, and you cannot rely on Brookfield as having verified any of 
the information. The information provided herein reflects Brookfield’s 
perspectives and beliefs as of the date of this commentary.
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