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Abstract

Predatory lending refers to lending practices in which the
lender, by exploiting the borrower’s lack of knowledge,
financial distress, or economic vulnerability, imposes unfair,
inequitable, or deceptive terms upon the borrower. This
phenomenon, which is most commonly observed in the realm
of consumer and mortgage loans, gives rise to a range of legal
and social consequences, including violations of the principle
of contractual fairness, disruption of public economic order,
and the imposition of severe financial burdens on borrowers.
Using a descriptive-analytical methodology, this article first
elucidates the concept and defining characteristics of predatory
lending, and then examines its legal implications within the
legal frameworks of Iran and the United States of America.
The aim of this study is to lay the groundwork for
strengthening legal protection for financial consumers and
promoting contractual justice in monetary transactions;
objectives that can be achieved through the recognition of the
doctrine of good faith in contracts as a binding legal obligation.

Keywords: Good Faith, Abuse of Rights, Malicious Loan,
Unfair Terms, Predatory Lending
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23. “(a) Subject to subsection (c) and Section 3-106(d), "holder in due course" means the holder of an
instrument if: (1) the instrument when issued or negotiated to the holder does not bear such apparent
evidence of forgery or alteration or is not otherwise so irregular or incomplete as to call into question its
authenticity; and

(2) the holder took the instrument (i) for value, (ii) in good faith, (iii) without notice that the instrument is
overdue or has been dishonored or that there is an uncured default with respect to payment of another
instrument issued as part of the same series, (iv) without notice that the instrument contains an unauthorized
signature or has been altered, (v) without notice of any claim to the instrument described in Section 3-306,
and (vi) without notice that any party has a defense or claim in recoupment described in Section 3-
305(a)...”, Uniform commercial Code (UCC), S. 3.302.
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32. Balloon Payments

33. "Except as provided in subsection 2, if any scheduled payment of a consumer credit transaction is more
than twice as large as the average of earlier scheduled payments, the consumer has the right to refinance the
amount of that payment at the time it is due without penalty, as provided in section 537.2504. The terms of
the refinancing shall be no less favorable to the consumer than the terms of the original transaction.

2. This section does not apply to any of the following:

a. A consumer lease. b. A transaction pursuant to open-end credit. ¢. A transaction to the extent that the
payment schedule is adjusted to the seasonal or irregular income or scheduled payments of obligations of
the consumer. d. A transaction of a class defined by rule of the administrator as not requiring for the

protection of the consumer a right to refinance as provided in this section. e. A consumer loan in which the
amount financed exceeds five thousand dollars and is secured by an interest in land. f. A consumer rental
purchase agreement. g. A consumer loan secured by a certificate of title in a motor vehicle." (Iowa

Consumer Credit Code, S. 537.3308 Balloon payments).
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34. Prepayment Penalty
35. Compensation for Lost Interest
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https://www.cga.ct.gov/PS96/rpt/olr/htm/96-R-1211.htm, 11/13/2024.

37. Consumer Financial Protection Bureau

38. https://www.consumerfinance.gov/complaint/

39. Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act)

40. Truth in Lending
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41. Aggressive Sales Tactics

42. High-Pressure Techniques

43. Misleading Information or Exaggeration
44. Manipulattions

45. Aggressive Marketing

46. Bait and Switch Tactic
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47. Federal Trade Commission Act, https://www.govinfo.gov/content/pkg/COMPS-388/pdf/COMPS-
388.pdf, 11/14/2024

48. Telephone Consumer Protection Act, https://www.fcc.gov/sites/default/files/tcpa-rules.pdf, 11/14/2024
49. Consumer Leasing Act, https://B2n.it/x40992, 11/14/2024
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50. Reverse Redlining

51. Rent Seeking

52. Fair Housing Act, https://www.justice.gov/crt/fair-housing-act-1, 11/15/2024
53. The Equal Credit Opportunity Act, https://B2n.ir/w64027, 11/15/2024

54. Associates Home Equity Services, Inc. v. Troup, 778 A.2d 529, 534 (N.J. Super. Ct. App. Div. 2001);
Newton v. United Companies Fin. Corp., 24 F. Supp.2d 444, 455 (E.D. Pa. 1998); Williams v. Gelt Fin.
Corp., 237 B.R. 590, 594 (E.D. Penn. 1999); United Companies Lending Corp. v. Sargeant, 20 F. Supp.2d
192,203 n.5 (D. Mass. 1998); Clifion Terrace Assocs., v. United Tech. Corp., 929 F.2d 714, 719 (D.C. Cir.
1991).

55. Intervention Law
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56. Market Failure
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58. Uncontionability.
Unfair Terms in Consumer Contracts Regulations 1999 Lalis s 5 4S5 5eT (solas Killaate o 638 Y=Y+ ¥ sube .04
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60. Williams v. Walker-Thomas Furniture Co., 350 F.2d 445 (D.C. Cir. 1965)
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61. Anti Predatory Loans laws
il 5 olys8e 5 il B S e 5o Gaolas G Sage Y
Truth in Lending Act (TILA) (1968), Home Ownership and Equity Protection Act (HOEPA) (1994), Real
Estate Settlement Procedures Act (RESPA) (1974), Dodd-Frank Wall Street Reform and Consumer
Protection Act (2010), Fair Debt Collection Practices Act (FDCPA), (1977), Equal Credit Opportunity Act
(ECOA) (1974), Community Reinvestment Act (CRA) (1977), Servicemembers Civil Relief Act (SCRA)
(2003).
Sl ale e s je slaolg (p Sage AY
Consumer Financial Protection Bureau (CFPB), Office of the Comptroller of the Currency (OCC), Federal

Reserve Board (FRB), Federal Deposit Insurance Corporation (FDIC), Federal Trade Commission (FTC),
U.S. Department of Housing and Urban Development (HUD),
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North Carolina Anti-Predatory Lending Law, Illinois High Risk Home Loan Act, Massachusetts Predatory
Home Loan Practices Act, Illinois Predatory Lending Database Program, Connecticut Abusive Home Loan
Lending Practices Act, Virginia Payday Loan Act, Montana Deferred Deposit Loan Act, Washington State
Payday Lending Law, Illinois Predatory Loan Prevention Act.

65. Blue Pencil Rule

66. The Uniform Consumer Credit Code (UCCC), S. 5- 108 (1): ”With respect to a transaction that is, gives
rise to, or leads the debtor to believe will give rise to, a consumer credit transaction, if the court as a matter
of law finds: (a) the agreement or transaction to have been unconscionable at the time it was made, or to
have been induced by unconscionable conduct, the court may refuse to enforce the agreement; or (b) any
term or part of the agreement or transaction to have been unconscionable at the time it was made, the court
may refuse to enforce the agreement, enforce the remainder of the agreement without the unconscionable
term or part, or so limit the application of any unconscionable term or part as to avoid any unconscionable
result...”
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