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CHAPTER I
INTRODUCTION

| The purpose of this study is twofold:s first, to enalyze the
oonsumer oredit ectivities of commsrciel banks and, second, %o indicate
the cutlock for fsha:sxpansian of sush sotivities after the war snds. i
Tﬁe‘ subjeot is of particular importance at this time because of the
‘many ~e§m:agaa which have xﬁcenﬂy taken place in the consumer credit
flold and besause of the mertain‘hy rezerding the future of commer-
cial 'bemka’ consumer credit operations.

When the commerclal banks embarked on a gragm of eonsumer
am&ﬁ m:pansim in the 15807s they did so mainly becnuse they were ‘ :
mking to invest tdle funds, Sinoe that time the banks, on the whole,
have found their consumer eredit activities a aaﬁsi‘an*i:ory gource of
.tmm and they ere looking forwsrd to sxploring the possibilities of
 consumer eredit to sn even greateor dogres when ths war snﬂs;

Should the présant governmental program of ragulatinzi and
:cﬁntm}. of ﬁmﬁ‘mr sredit be continued after the war, or ancther prc-
- gram of control be established, the consumer oredit operations of the
banks would be affec&e&, ag would those of other consumer eredlt
agamies. The publiec in turn would feol the ultimate effectss The



axbent o vhich such a program mizht assist in attaining a greater -
degree of stability in our gconomiec system is an interesting »nuﬁja;ch
for speculation. |

In order to avold confusion, instalment loans are- referrod
to as consumesr instalment loans throughout this study. These loans
are go designated in ynbiieatima of the Board of Governors of the
Federal Reserve System. The banks, howover, ususlly refer to them as
“personal loens.” Instalment loans sre also referred to as “oash
loans™ or "conmmer cash Inans,‘* usually in works published before’ ‘
1943, Consumer in;sﬁlme& loans are referred to cocasionally iIn this
study simply s.a instelment loans in order to eveid too frequent repeti-
tion of the completis name for- sush loans..

Tha term ’*émmer oredit” 1s itsolf somewhat 'mialméiné, as
goods purchased thrngk the m of congumer orodit ave not ahays rork
consumption purposes.  They may remain unconsumed for yesrs and possess
a resale wlue eq&a}. to or grenber than that paid by the pnmhamr, as,
for emza, diamondes ‘

f.ean companies are somstimee referrsd to as small loan com-
paniea,- persem}; loan companies, personal finsnce ccrporatiogs, domese |
#i¢ finance corporations, or personal finence companies. Thase ocome
panies are referrsd to as personal finnnce companies throughout this
study as '&his sosms o be the nams most commonly used in amc‘him '
with Iicensﬁd aampzmies; ‘ , |

" First, the growth of conswmer eredit 1s desoribed and abben-
tion fe called to its rapid expansion and recont decline, The relation-



ship beiween consuner 5—‘:*6&11% and ooonomic instablility is diacuaséii:
briefly, end £ desoriptlon of the cornsumer- ﬁmnc!;ngapamticns of ﬁm—
merclal banks is presentod. This 1e followed by & disoussion a‘f bank
loan pollicles and the mimzs ébepes' invelved in the granting of cons
sumor instelment loanse ,ans-cﬁapﬁar 18 dovoted %o the legal status. end
rogulation of the instalment Ieaaing sctivitios of commerolel benks,
and then en analysis is made of bLank oredit charges, costs, inocome, and
losses, A discuszsion of the peed for consumer credii aftar the war is
followed by & brisf summary, conelusions, and recommendations,

Two previcus related studles wors fownd: "fho Consuner in
Commercial Banking” by Henrieﬁtﬁ. Couper Jennings, published in 1938,
and "Cosmarcial Banks and Consuser Instalment Credit” by John M. Chapman
and Agsocletes, published in 1940. The first study consists of & brisf
tut interesting dlscusslon of the credit relatlonships between the banks
and noﬁmem‘;x Yo discussion of competitive conditlons 1s inoluded in -
the study or of events affecting Yask consumer credlt operatlons whieh .
m--mnépimdvﬂ%mn the paat six or seven yearss The Chapman bock is
‘en intensive siudy based largeiy on roplies to questiomneires sent to
busks in the Tnited Statos. Data obteined by the sanplimg method sre
tabulated anﬁ disousseds - Tebulstions of lons are made acocording to
size af ‘banks, sizo of loans, age'bf borrowers, sex of bérrmrs, poried
of borrowerst m’agleymﬁt, and so forth, Wo historical background is |
provided in thdle pudblication. The work is based.on information pertain=
ing o the perfod before 1980. The dowmward trend: in consuner mdit, -
the Soldiers? and S;ﬁ.srs‘ Act, Regulation ¥ and the postwar period ave



not diseussed in aithsr of these wcrks‘ Several books publishad priq:
to 1941 d@&l with conswmer crediﬁ in general, oredit risks, and cone
Bunor eredit ageneies; ami brief discussion of personal loan departe
sente is usnany inciuded in textbovks on bankingy An excellent dis-
cussicn of rate regulation by ’#a‘naoa P. Yors was publiahed early in
1943 (sos bihliagr&phy).

oM p\zblic&tians avai,}abie at melmmd and ’ﬁashingtan publio,
tmivarsity, and bank li‘braries, the ﬁbmry of Congress, and the Federal
Roaerve libraries at E‘aahhagten anﬁ Richmond pertaining to consuner
cmﬁit and related sub:}ects were read before any atte@t was made to
»mta ﬁha thesis. Alao many pamphlets, reports, and eopies of speachea,
| ebtained from research msﬁtu'bi.ons, credit bureaus, banks and govern-
mnt»agemisa were darefully studied; In ad&itiun, 1 thmuc,h sxanles -
nation was made of exlsting usury and bamking lawss and much valuable
informetion was obtained from benk offioials, lawyers, and remearch

analyats *



=g CEEDIT

THE GROWIHN ARD REDUAT DECLINE OF COESTH

Consunier arsdit is ot & new kind of oredits Yhe Argenterit
{donYors iz sllver), who in Foman Simes wore bankers as well as money
chunzers, mads Ivans for conmumption purposes. Pawnbrokers have been
%ﬂg@ﬁ in supplylng plodse oredlt to comswmers for centuries. The
prosont forms and hirh &m}.mk of consumer oredit, however, have
" gtme about In recont years. | | o

Prior to ths Civil -'i%‘fsr‘ there was 1ittle noed for spocislized
ammr #rséii: ;gaxsai&ss Fanlly groupe, o%znmhas, or nexbers of the
oozzsinity vame to tha sssictance of those temporarily in nood esf fands
%Mmmham of emprgoney. Yerchants and Yradommen
| fyaguently sold s&xﬁs on eredlt, and ths sorvices of phyaieiann vere
gften on 4 oradlt Basise BEarly in the ninoloonth contury a fowr merchanis
bopen to ell fursiiure and other durchblo gonds on the instalmont basis.

| Aftoy the ﬁiﬁlw,. as industiry expanded, tixers ms s%z:f!:

of populstion fras the ferns to the cities, individuals booems mare
depondent upon wages and mﬂg&,,_ and thore wms an incredsine noed for
outelde finencisl mssistances ‘Bér&a, ns & whole, appoar to have
gradusily sxpended their volume of conswmer loans during Ehls period



of industriel expansion, The loans generally kmown as “aecmﬁm'
lcans” were made more ﬂaqmﬂy by barks loecated in emsll) communities
ami agrieﬁltm}. regions than by clty banks. They wers tmza}.ly on g 30,
60, or 90-day besis and it was gonerally understood that they would be
ropaid in full or renswsd for a lesser amowmt at mtﬁri‘&y date. During
thda period, however, aommercial benk oredit reached t!xa oonsuner pﬁ-s
..mx.-if.}.y through loens to merchants, who in turn extended credit to vone
%‘h@ masufacture of m types of durable goods and the growth
of professional end a*hhar elasses of oonsumers who were, in genarsl,
um.&emd good risks by the hanks, 19& to ‘the extension of consumer
erediﬁby an inoressing mumber of barks, In the smaller oompmd tios
vhers t}m c’ha*gu'ﬁer, sarrdng immaity, and }':nckgrm of ths applicant.
i‘sr a Inan wes knm, & mores liberel gnlicy was mainteined than in tha
larger citles !ahars such ‘Smsmlaﬁma of ths applicmt Wy not efi:an posses~
__seé by the banks. The ownersghip of readily negotiable collateral was
usunlly required by the oity banks as the basis for consumsr Imf}

Principal Congumer Mt Agoncies

- Community mrsiqn to the borrowing of money for parsmml
needs was to & grewt extont responsible for ths borrowing by individuale
from 1llegal lenders and pawmbrokers. The illegal lenders, or "loan

'amrkgﬂ. a8 they are tormed, cave into prominence during the latter part
| of the ninetsenth century and dominated the cash-lénding‘ i'iﬂl& until
about 192.;0. Iilegal Ienﬁa_x;s viclate the lstter of the Imt,as woll ap



1ts soolel yurpoaa, and apere.te without liecense or supervinion. Fowni~

| ’bre&:srs havo been 2 source of Ioans for eanturieaf &’hey often nele
Ioans tn individunls who eammt borrow elsewhere. Pevmbrokers still
£111 an economic need but they sre now pleying o lesser rols in consuner
gredit t!zan they havs in the past, _ _

The reform movemant just afier ths turn of the twentieth cen~
 dury resulted in an inereass in the number of rsmedial loan societies.
 fhese sooisties date back to the Civil War but imoressed greatly in
number betwesn 1906 and 1915. Some of these #ocie‘t;i.es wore semi=
p’hﬂanihrb#ic pawnshops, Jending monsy on pledges, others loaned on
chattal mortgages, mainly honssi*xo‘ld goode. Today, however, only o few
reas&isl lean sosleties are in existence. |

Tn 1909 the first oredit unlon wee formod in the United States.
Credit unlons are cooperative assoclations which lend to members the
&apbej'.ﬁ‘fmés of members, "tt:pplemnted with funds borrowed fron commer-
oial barks, They are waﬁimﬂ ‘e.'mng peopia; who know each bcthurnr"
have ensy erm‘bact with one another, as for example, peapla who are em- _
ploysd S.n the same office or plant or are members of the same chnreix or
soclety. The Buraa_u‘ or.t‘zaqt}ems estimates that there wers over 8,500
credit unions in 1940, . _

Cm Harch 1910 Arthur J, Yorrls, & yomg lewyor, launched g |
new type of ban’: in Rarfoik;, Virvinia. Losns were made in nmmmts as
low ag fifty dollars and mre repayable in weekly, semi-mnthly, or
mthly nstalments, This bank was the forerunver of what are now known
&g industrial banks. These banks make the ma;joi-ity of thoir loans on &



co-maker basls, but t-héra is an immaing tendensy to grant singlew
pame loans. Indua%rial 'banks nperate under specific anablmg oots in
some States, under bark chiarters in sthers, and in 8 few States mder
Pusiness corporation charters. Thuy make loans up to 35,306 OF MOYo.

The exact date ﬁsnthe first ingtalment ﬁnanca‘ company was
formed is not hmm but the sales fimaea company, as we know it todey,
probably 4id not. function before 1910+ The sales fimme mgany buys- |
~yotail instalment paper from mmmts and othorsa,. Retoil instelment
. paper arises from sales of morchandise on deforred payments, in x’a’ﬁl;ans
of mdiﬁdml ‘transactions betwesn retailers and their oustomsrs. The -
sales fimance compauy buys the paper from the retaller at & flat price
or agreod rete of discounts. - When the peper is gurchaée& the customer is
notified that payments should bo made to the finance company. A large
portien of the working capital of sales finance companies is obtained
by borrowing from commercial banks and & small portion from the sale of
short=torn notes to commercial paper brokers. Fetailers slso finamee
their ocwn Snstalment paper by borrowing from fimance sompanies or baxks
on their own notes. | - o

~ 8mell loan companies or personal ﬁme ampanias date frm
about 19111. Thess sompanies ﬁpera*be in 36 states nmier laws trhich rosene=
ble the Uniform Small Loan lLaw drafted by the Iinssan Sape Foundetion.
Laws of this type are dovised to oliminete illegal money lenders. The
' 'mjoriﬁv of the smell loan laws limit the size of loans to 5300 or loss,
'mrms are mﬁe 'b:: personal finance companies with or without no-si@erx.u
édéiﬁinna}, aetmrity iz usually required on single-nama loans in the |



form of wage assignments or ehattel nnrbgagas on household furniture
and aﬁtmﬁnas‘ '?hess fempans.as are prohibited from sccepting savings
dapositz and must depend largely on theiy own ecapiial for naking loans.
‘ They borrow a small percentage of thelir working capital from oomarciai
banks, : : b

| Avput 1917 several urban banks in Conﬁecﬁcuﬁ,, North ﬂémlim;
and Tirginis began to make instalment loans to salaried people on terme
#imilar to those offered by the indusirial banks. Loans were made on
endorsed notes payable over & period of one years %The charges, includ«
ing Interest end investigation fee, were deducied in admee from the
face amount of the note and the balance paid to the barrower. The
| number of banks making instalment loans gradm‘l.ly increased. Several
‘banka in. the Middle West began to finance pians and avtomoblile {nstal-
ment sales for dealnrsg

Consumer oredit expanéaﬁ rapidly dnriag the 1920%s, Eat

types of ccnsmr durable geaﬁs, inoluding the mechanioesl z-ei‘rigarator.
ai!»bnrniﬁg furnace, and radlo were gmrnhaae& largely on the instalment
plan. These, togother with the rapid increass in the mumber of automo-
bile males on an .‘.mtaznant ‘basia, resulted in the establishment of an
incressing runber of finance oo@anies. Commercial banks, indirectly,
furntshed much of the credit for the selling of automobiles om &
é’efem&-gaymnt ‘baa‘is as-'thé finance sompanies borrowed a large por~
?Gen'bag:e' of their working capital from the coomersial banks,
Esﬁabnshmni: of Parscnal L.con Departments by Commercial Barks

In 1529 the xa;tisna}. €ity Bank of New York announced the

<.



| sstablishment of a pa;?sum-zogu 'aaparm:xf for the gmﬁng of small
Iom to individuale ror naa«'bnainess ;mx:poses, ths loans to be ropaid
in oasy abnthiy instalmnta. Although the Eatiunai City Pank was not
ths first bank in the Und ted sta.tes to asﬁab}.ish B permml loan dsparte
nent as them me grcbably i‘iﬁg such depaz-%znents in existanoo at that
tima, ‘khe establi&!zm&t of smh a departmut ‘by the Iargest bank in the
worl& emnmgaﬁ n’!:her hanks to do 804 ‘ N

The axpansim nf conguner orsdit oama ta an and goon aftor
.{:hei stock mrlset.eonapae in 1929 and 'hhsra was & zubatantigl deocline
in consumer loans. In the spring i:: 1933 instalmont eredit, particu-
ng automoblile financing, ’bagag to eypand ‘again and »ﬂanéwr instals
ment loans gi-aéﬁnl}.y inoreased in volume. The mmber of comusrcfel
banks lmving r.srsonal Ioan dapur@nts slso imressed‘
?ac'bnrs ﬁaigheﬂ by +the Banks Before Expanding Loan Vo}.xme

Baluctmee on the part of comserelal banks before 1935 to
mgaga exbanxiwly in caxzmm:* instalment lendina may be attributed to
& number of «facterg; Fﬁr yaars cmmi&l‘bam had been making come

m‘:‘eiﬁ}.,io’sﬁ-s; 'ﬁ» size of the average eom_arcial loan 13 mach larger

| than that of tha‘awmge consumer instalment loan, and many barkers
~ wore of the ops.n:}.cn the;t consumsr instalmont loane ml& be unprcﬁtabk
as ‘t;he soat per loan is high; ?hers was uneertaintv as to the risk
invo‘.!.vaé, and o differsu& type of tsnhnique would bo necsseary in han=
? 'ﬁling_imtalmszxﬁ lm. There was also the soolal stigma attached %o
the borrowing for personal needs and many bankers folt that they did
‘not want to be responsible for getting people imto debt, especislily



n

after enoouraging thrift on the part of the publis for years. The
benks were unsertain of the legel status of consumsr instalment Io;na,
&g the State lews did not speeiﬂc&ily give them authority to make suah ,
loans e:b rates in excess of s‘hatutarg intemt ratesn,

" Earnings from loans and imsmts, howsver; had been decline
hg staadily and the banks were aecm}.nting largs holdings of excess
reserves. It becans immsin,,!y mess&ry for the banim to find an
cutlet for their idle funds. Commerois) bankers were rmm;:y imprese
sed by the success of the personsl finance »efunpanias~ and industrial
banks in weathering the depression and the low percentage of losses
mﬁam@é;b}?i&sm #gemies on consumey loans, The granting of con-
suner tustalment Loans would put ddle bank funds to work and afght
also bring new custm +o aﬁxar ﬁspartmants af Ythe bamke The suscoss
of ﬁh@ banks in handling the Pedoral Housing loans helped to eomince
t’hem of the desirability of «xpe.nding the wzm of theiyr consumer
loans. A ruling of the Board of Governors of the Federal Reserve System
in !SS‘? to the effest that consumer paper waum be elizible for dims
count at Pederal Reserve wm also encouraged the banks to sxpand 't:hoir
oonsumer oredit activities.

Rapid Bxpansion of Consumer Credit
Begirning in 1956 commercial banks becams a predominant fector

in the oxpansion of consumer mmm ldans. Between 1929 and 1935
consumsy instslmnt Ioans of emroia}. barks made up less than 10 |



 percent of total mr Instalment loans.l By August 1941, however,
the toinl am:m.t of emrcial bank mlment Yoens ontstanding ax0w

" ceeded that of eny athar consumer lem}ing nganoy. Comnercial barks
prm&eé cmn-ﬁziré. of the greatly enlarzed total emount cuﬁsmding«.
8incs 1934 thousands of banks have added consumer instelment finencing
to their uﬁmr mtiviﬁu. By ’bhe end of 1938 apprsximtely 1,800
smmia}. banks were aperating porsomal loane &eparﬁaeuta anﬁ, in
addition, about §00 branch banks were making conswzer loans. There

are also many banks eaga.ged in consumer inatalmsnt landing which do

not a;;erats aepam.te psrsunal loan &epar&mnts. ‘

On Juns 59, o941, 11.?35 or 90 pomn*& of the 15,&14 insured
-mwial banks in the Mtexi sm‘bes reported some consumar lem end
’ ,reta.il instalment papar 'Emntiomg  Consumer imtalmt 1oans ra-e
- gcrteé by thess barks amounted o 465 million dollare and F.H.A, Title

I lee.na amounted to 277 millian écnars. ,‘By August Isél the tnﬁal
-amount of emmr iastalmeﬁt laana of comareial banks ovrbetandinb
roached & peak of 750 million énllarmg This congtituted an inorease
| of ?21 million dollars mr the Decerber 1933 figures ‘I*etaI eonsunsYy

oy -Pigures perteining to loan volume are based on statlsticsl datm
‘appearing in the Pederal Reserve Bulletin for August and November 1943
and on data obtained from the Division of Resenrch and Statiatics,
~Board of Governors of the Federal Reserve System.

25tatistional data obtained from the Federal Deposit Insurance Corpore=
tiox in person.

: 3119@1 cits
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‘ h:ste.}.ment loans of all consumer lending agencies emsunted fzo 3.*24 ~-
, _hillicn dollars in August 1941. Commerciel banks eontri‘buted a hrgor '
B " gﬂrﬂm of this total than did each of the sther consumsr Ienéing :
.v‘ igeneies* - . o ,
~ Total consumer credit raachad its puaic a month later, in
Ssp‘hmhar 1942, with 9.7 ‘billien dollars eutstanﬂing. khout twowthirds
- of tis ttrt:al was based directly or indirectly upon consumer goods. A
~substantial 1iberalization of ¢redit terms had taken place between 1939
and 1941 and thie holped to incresse oredit outstanding, For veﬁmpias.
automobile instaiment paper was 9?&&:: for periods in excess of 18 months,
A#',a,'i;esult; ths volume of sutomobile paper incressed Wn&ously. ag N

did the volume of sale vmdi‘b in general,
R Reosnt Trends

. 8ince September 1941 t}w emount of consumer sredit outéta#ding
bms doclined steadily. Total conswmer oredit oubstandlng September 30,
1943 amounted £o 4.8 billion dollars, Tals constitutes a decline of
%‘B billion &o‘!.hrs, or :Eghﬁy more than 50 percent between September
30, 1941 and Boptember 30, 1943 (see Table 1 on the renm:zg page).
This aeclim in due z:hieﬂy to the decreasing supply of ‘consumer dur-
a’ble goods, to imraaae& gash tmying end redusotien of inde‘btedmae
msa’lting from increased mmsmr incomesn, nnd to govermment restrio-
tione of consumer oredlt through *_:hs speration of Regulation Wand
Amm&mnts- - Although the da;sii#e_ in the supply of consumer goods has
‘been the most isgome factor in the reduction of the amount of



VOLWME OF COESTMER CREDIT
{Esﬁimtczi anounts mts’ba:tﬁing, mmi}.}.}.cnz of dallars}

Inamse or
Septa 3&, | -decrease fromy

, 1945‘ . Bept. 30,
‘Total consumer oyedit ‘5,822 »,908
Instalment sale oredit P7a4 5,225
Automotive a Piss ~-2,030
Other . Psog 1,195
Total instalment loons - Pyo86 =1,147
~ Commerolal banks ~ 276 - 451
Smell loan compsnies 368 - 172
‘Industrial benks : ' 170 - 185
Credit wnions - . 13 - 114
‘Misosllanoous lsnders Pgs - 17
- “Repaiyr and modernization . B4 -~ 258
Single-payment loame® . 998 - 175
Charce socoowsts L2715 - 43T
© Bervice credld L 9679 + 81

”‘Pe&amz Reserve Bnlla‘cin, ﬁmber 1948, p. 1108,

| ‘bﬁas’ic dats on which these conputations were made were o‘btaine&
© Pron the Board of Govemors of the Federal Reserve System, Division -
-of Research and S’tntiaﬁcs.

©81g1 evpaymont lms of emrcial benks and loens of ps:wnbrokers.

 Prioliminary.
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consumer oredit outatanding, oredit restriotions imposed in acoordance
with Regulation W, ,a‘s: amonded Hay 6, 1942, have been largely rssgonéihv
‘Ble for the liquidation of instalment accounts other then autonobile.t
Total consumer 1nsﬁ5?xmnk loans cutstamiing kave declined
BO gercsn*h gince Angust 15&1. ﬁmrcial bank S;nsta}.ment lms show
t}xe greatest éema. - Betwecn .&ugast 194! and August 1943 i:he amount
'gi’ bank ins‘&almn‘b loans mzi:s&anﬁing decressed 63 percent., Commeroial
banks ndvmzca& 8 sizable volune of funde for the purchese of automoe
‘hﬁes and their loans outstanding vonld therefom be expected tu decline
nareanharg:‘ig ‘than those of other consuwner lending agexwi:as- which engage
%o n lesser extent in mutomobile fimuolng. The desline in instalment
loens outs%gnﬂing has also been due, to some extent, to the ;hbrtening
af meturities, which has ‘baan ‘z-epavrt'ed by a1l consumer lending agencies.
m aversge roimil iasﬁalmzrk contract is now cémploted in five mnths;
ﬁmm& in 1942 it wae complated in about mine mtm.:
Singia—gamnt Inans autstan&ing as,munteé to 1.5 bﬂlim

‘dollars 1n 1929.% %nose include the reguler 30, 80, ond S0-day renaw-
sble loans to individusls by commercial banks and cash loans by pawne
brokers. Single-psyment loans have never equaled this total :ag-sin,
‘even in 1941, This is hrgsiy ﬁns to the estublishment of persbml

42& a é&smass&an of Regulation W and its possidble effaat upon con~
sumor- eredit aut;tand;ing sae Chaptor V pp. 49«53, »

SLO&-A Bitt

61:%‘ ity
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Yoan departments by many commerciel banks and the shift to instalment
loans, On %g 7, 1942, the Federal Deposit Insurance ﬁcrpcﬂticﬁg the
Board of Governors of the ?eaeis;}: Eessm_ssrst@. &né the Comptroller
‘of the Currency istued a joint statement ‘a;-ging private banks and other
lending institutions to amortize all single-payment loans as far as _
possible, Binge 1941 the c@ntréctian of 'aommr eredit in general has
va:sa,}mﬁ am& effects It is intemsmg +o note, however, that sing}.&w
payment 1@5 ﬁecmaa& only 15 wmané in volume between September
1941 and 5@91:3:3173:' 1943 whersas cmmi&l bank instalment loans de-
oreased 62 percant auring this pers.oa,

" pank Ko}.élnga of Rotail Instalment Paper =

" The favorable ‘experiﬁﬁﬂs of the banks with sales finance coms
'ganias f&ﬁring the depression years nf' the early 195;-'\3 1ad mny ‘banks
to enter the sales finance field; In the fall of 1934 somserolal ban!cz
axpeﬂmentally i::craaneﬁ *L'hsir holdings of rotall instalment paper and
by the end of 1987 &gpmﬁmi:sly o peramt of aI‘i rotall instalment
paper was held by commercial banks.
. In 1937 deflation set in azxd lasted through most of 193&
m&:’m&r period of expansion fanmé_. and by the end of 1938 the wuber
of insursd commercial banks mgarting ‘pﬁrchanea of inetalment paper
ixmreaas& from a few hundred to slightly over ten thousand. Bank Mﬂ*
in‘,s nf rateii inst:n‘lmm: paper jm;eé to 541 million ﬂo‘iiars or 28.6
mant of the combined haIdings of banks and sales ﬁma eompanien,
| cr ﬁhe 15,4:98 insured cmmial ?b&nka, 1@,881 reported purchas\as of



i

retail instalment papei  in 1939. Antomobile paper constltuted 71;‘&
peroent of the reteil instalment paper holdings of commsroial barks,
: aaé othor retail paper, which inocluded huusahnla appliance, houne hoat-
.’mg,, i‘amiture, an& minasnanams papery &ammtsa to 28.4 parcent.?

Oz Jume 30, 1941, 11,785 of the 13,414 ineursed emrcisl

‘baz&a in the United States repcrbed }midings of slightly over a billion
dollars of ra‘bail im‘balmnt papor. Total consumsr crodit haldings of
these baxﬁw amcunta& +o 1.7 billion dollars. Heteil instalment paper
‘, mmte,& to 58 percent, F.H.A. Title I loans 18 pervent, and cpnsumr
instalment loans 28 poroent of total conmm;ar eredit hol&inga» of
,mma oommerotal banks.®

‘ - By ‘Beamhar 942 retai}, instalment paper holdings of insured
~¢mmrcia1 Tbanks had drcmmd to. 699.\? m!.ninn dollars.

Gonsuer Creatt ami Boonomte sgsemm—y

vntix‘chs Iattsr part :}sf the ninsteentlk century, it would
seom that consuner oredit, in the forza of retail ’miﬁbles, flustus
, a*bs& immiy with business mt&ﬁty. When crops wore poor, tha A
cmm‘bx? starrekemr‘n receivables rose and when orops were good, receive
s‘bh& declined., 4s industry ﬁawlopad and expsnded, and standards of

Eaiea Finence Compenies and Bank Eémingg of Re%a,il Tnstalment Papor,
8ixteenth Census of the United Statess 1940, United States Depariment
- of cmree, Bareau of the ccxmw, 56 pps

ﬁwae garcenﬁages are based upon information insluded in the gonle
annual reports of the Pederal Deposit Insurancs Corporation. '



‘1iving ross, conswners purchesed en increasing munber of gnada?ﬁtx_; the |
mmm@t besis, and consumers. snd amr oredit agenclies wers some
pa}.}mi to sntlcipate bnsinssa am&itiana a wr or more in aamm«

The develnpmnt of large~gosle mmhundtsing made 1t éifi‘ieuzt for M-
&mﬁs ta imow individual customers and L% therefore hasme ‘hazardous
4o extend éreéﬁ: to annsmrséuring periods of mmt@nt or redused |
incomse Producers® im%smn‘kﬁ melarge when consumer demand wae
high and inoreasing, and when comsumer demand deolined, produstive ine
vestment slso declined. .‘ | ' |

The nguiiaai mmnts of sonsumer cred!:b have had some

ef!‘ec‘h ‘apon business activity but there has been no vonolusive svidence
to prove that consumer &méit, ‘in itself, nmi:as thé business oyoles .
,‘Ln pence~timo the wlume of cnnsmr cméit expands éuring a rising ‘.
market and amtmt& during tha dam-ming Consumers liquidate their
~instalment deb‘bs and reduce thair Tmying amng the dum-ning. The
expmsian of cansnmr credi"ﬁ tan&s i:c ﬁtimn}.ai:c tim aeealemﬁun of the
" ‘boom and its cmtmtsim tamis to deepen sn& prala@ the &eprasxiun.
| Sanka a;dspt & more B,baral oredit ;soliay as bnnk daycai‘ba
inorease ém‘ing & boom 9@:*3.#& and ‘ahay become more. seleetiw in their
' mine of risk éura.ng a husinaas recessions This expansion and cone

{:ractian of bank credit s cansiﬁamé by some ecenomists to be a mjnr
«uansa of ﬁxa business eyc}.e. 'mxen banks grant lms an *Ehe bnsit of
f“‘&“m %Plﬁmn:h and izcons e:f ‘bmmra, they mticipato fatura eco-
mﬁ conditions, A few writors mintainr that such ,@ﬁ#@e@ﬁm,ﬁ
 fuiture economde condifions adds greatly to the cyolical movements of



consumer: srodit.

 During the presen%m;mriadwﬁuﬂag gravicus wars; largu -
" govermment outlays and immsaﬁ employmont and private imms on. the
‘-mxe hand, and reduca& eupglia& of ‘goods and saﬂices on tha ﬁ‘&her, givs
’riae to 1nf3.a*kiamry '{:enﬂemigs whieh force priaes UPe Xn an attempt
to conbat these 1af3.&~hiomry ﬁen&eneies,. a progmn of yriea and vage
mntrals, raﬁ:ming, suhsiﬁis«a, &n& gonsusey credit restrio‘bion has
besn put into affwt‘ It is the hape ni’ 't:ha Board of Gwemors of - the
. Fedoral Eeserve sysm that txenzmr @ehﬁ liquidatian will ebsorb in~
come that mght oﬁharwlse be nmé £ 'bicl up prlcea on emumsr gaoda,
and i1l placge fmﬁs in ‘b!w ham!s of emrcial ‘banks w‘hich; wiIl"*ﬁa in-
‘wosted in Government bonds by ﬁm ‘banbe _

‘i‘u‘lal consuier eméi‘k ai*. it h&ghaai; volums in Saptemb&r 194};
~.m~hed.ta 9.7 billian dollarss Total not ;m:lia and private debt
-amte&‘ to apgrazimtely 185 billion danars at the end of 1341. Cone

. gumer am&it‘ thﬁ!‘&fﬁlﬁ&g aacnuntad i’or sﬁgkﬂg over & percent of thia
ﬁbmrb 5 billion eonau of conswmer credit has beon nquidaﬁed
aiﬁce Baptomber 194:1. ﬁmver, 'bc‘bal net public and prlmte aobt is

v im:ré&sinc, Adedly. Many h@.mrs soom to bo of the opinion that because

cﬂ}tsumer creait fﬁm smh Y smil ?as'h of total net publie and pﬂvate

dabt, 1t qunidaﬁm, ovon. thwgh it wore liqaidaﬁe& nmletaiy, would
not alter t&m upuard spiral o any a:spmiabia ﬂagmai

anéeb%eémas in the United S*ha;{:es. 1929.1941 T. S< Dopartment of Com-
merce, Bureayw of Forelfn and 'E“‘mmsﬂc""ﬁ"‘m‘"""m‘, Eoonemis 393'195 Re. 21.




- CHAPTER IIX
TYPES OF LOANS AND SALES FINANCE OPERATIONS

Cammerolal banks have expanded their operations o inslude
the extansib;z of consumer omdit through many wediums. This has phmdi
' them in direct competition with other egencies whose conzm#e: erodit
activitles are similar to thoss of the banks, The cmmi- oredit
- aotivities #i”omreial banks may be c:‘t.gaseé 28 direct and indirsot.
Birmﬁ acﬁiviﬁés inelu&e the granting of consumer loans, the ml:ixg
of single-payment loans, #nd the purchase of retail innt#ln&ant pﬁyer
from individualse Indirect activities include the purchase of retail
‘ ihsﬁalﬁént paper from dealers, loans to sales finance companies, loans
‘to personal ﬁmﬁca companies, loans to industriel banks and, %o & very
Iinited extent, loans to oredit unions. |

Loans to Consumers
Consumer instalmnt loans.sre repayable in instalments, usue-
ally over 2 poriod of one years There ers three main types of instal~
ment }.oans, ao-maker, secured, and sitgle?mm loang, Co-maker loans

are made more frequently by banks than either of the other two types.
- Co-maker loans are made to the average employed person who does not
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qmlify fﬁ.;"‘ih singls-mme loan. One to threo co-mskers may be required,
the mumber depending upon.ithe-sredit standing of the borrower and that
of the co-mekers. ‘3- coemaker must be a person of good character and
heve & satisfactory eredit rating. o mist have an tngoms suffiotent
to amble him tu make the requirsd monthly pa;tmnta ie ﬁw borrmr
fsils to do so. Coemekers whi'i have ne'kes of thelr omn or who are oow
makers on other notes ere uccegbab‘ia if their total o?oligations are
:mi: emessively large.:

A eﬁ-mker loan may be imrad at the o;rt:icn of the ‘burrmr
88 & pratectimx to the coemaker against the yassﬁbﬂi‘hy oi’ being rew
quireﬁ to pay the Ioa:: in %ﬁe mnt nf the death af the borrower. Such
prc‘&ectinn ‘lm the ao-msksr mkea a ‘borrmr Iaac m&tant tc ask &
friend or relative to act as co—maker and tbe friond or relative more
villing to become 8 wmkar. O uo-maker loans, the mamb of i:he
 Isan, less charges, is ususlly avaih‘nle to the horrmr within 24
hours af'ber the l.aau appliaaticn is ﬁled, provided the credli committee
3pprmz the. loana

Becured loans includa mﬁ:es socured by cnmiitiana! galeg conw
tracts » surety ‘&on&s, bsﬁsuant ieaaaa,. chattel mortzages or aimilar Bocu~
rlw, and also 'bhese secured 'by aa'rlngs passhooks, stocks and bonds, or
ufe 1mmnce poliofess ‘ :

Sing}.e-nsm Inans, a8 the nswpe 1@1188, are om-sigmture
’ lams, reqﬁring no co-mkars; ‘ﬂmy may be granted when oinumstanoes

"_jnsﬁfy the mks,n,, of mzeh leana by the ’baukzi Anyons who has & staady
| and’ adsqua*be income and & good ora&it rating may qualit}r. Singla-nm
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loans are relatively common among small banks, and ths largor banks
have shom & tendency to grant more of them in recent years. Some banks
| prefer to ha';e the ‘signntvro of the borrower's wife on the note, as well
as that of the borrowsr, as property is often held jolntly by man and
wife and because these banks have found that the wife will emcourage
ths borrower to make 1oan‘ payments promptly.

" Conmerciel banks also make F.HE.A, Title I loans. Thess loans
Qre usually made by the personall loan departments snd are on an instale
ment basis, They ere inaurad by the federal government for not more
" ghan 10 percent of the  total amount of sush loansel These loans have
boen profitable to the benks and their favorable oxperience with these
loans encouragel the banks to expand the volume of their consumer instal~
_ment loans after 195¢&. Titla I loans are now being granted by the banks
for the conversion of heating plants to the use of fusl othor than oﬂ.
end for the installation of storm windows and other fuel-saving devices.
' Many barks now grant loans for such purposes in addition to the Title I
loans., These banks establish their own reserve funds to cover losmes
raQnIting from such loans.

_ silnglo-paymnt loans are made on a 80, 60, or 90 day basia.
These loans are not always ltr.fwtly consumor loans. éingl»paymnt
loans are usuelly made with the understanding that they will be reduced

periodlcally on renewal dstes. At the present time barkers are urzing

lone original Aot (Fational Housing Act of 1934) provided for insur-
ance at the rate of 20 percent. _
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a-pplimﬁ foz;- ‘.siﬁgla«paymnt louns to apply for instalment loans
: i_::.staad.‘ | ”
Retail Instalment Paper Purchased

| The retall instalmont paper purchased by ocommeroial banke
consists of amﬁﬁf household appliance and other cmoditf papers
A large percentage of the papér is autemotive papers
" Gomerolal banks negotiate sutomobile finencing direct with
" the purchaser by granting = ossh instelment loas on & co-maker or
single-name basis and the borrower uses the prooesds 4o buy an autow
mi:ﬁa;.ur tho bank ﬁms the purchase of the automobile on a cone
di‘#ieas‘.t s&le§ sontract or bailment lsass. Reserves are set up out of
finence charges to cover hssas‘ 4 | |

Coomercial banks alse purnhasa Mtalaan-t: paper from: dealern

under what is kmown as "Dealer Flen,® The quality of such papor is in
direst ratie to the character and ‘buainaas acuwmen of the dealer. Auto-
mobile 131:&.1@:& paper is purchased by the ;‘banks from dea}.crs ona
recourse or m-réeeuése 'bauih' When the p#par i{s purchased on & ré-
course basls the dealer 1s responsible for all repossessed automobiles,
This would appesr to be & point in favor of Dealer Flan finanoing as
the bank assumes the burden of disposing of repossessed auvtomobiles
' when the p&par 1s purchased direct from the cansuser. ‘However, under
the Bealar Plan of i'é.nanc}.rg, the bank ﬁnﬂs it necessary, because tf
ﬁmme camyany cempetitian, to a}.:lmt the dealer to yarticipaﬁs in the

ﬁnanea ehnrga or merve sot up to cover losses, in aonnacticn with



mry’ rsi:aﬁ eoni:rae‘:; tu accapi: all csedit rigks ofi‘erad axuep'b thm
m wkiah Inassa sre mitiw; azxd tc mke ather cfmaassima |
'Banks samﬁmn ﬂngaga in what ias known as ﬂoor-pian ﬂmmc
&g* thaj; i.s, 'bhe extamsian a!.' cwd&‘k i:u s retai}.er for tha ;mrpm of
ﬁmmaiug n diag}.ay stcsk, razser'viva,;F or mrehouae stook, ponding its zale.
s Insm.nwnt salas centraats are. pnmhaseﬁ by the banks frm |
391&"@8:;% starss; nm on an inaurazma or mconrse basis; Tha hank
ie gueranbaed a percsenimga by tﬁe stnre on all 'thsf enntracts pumhass&
7 m gmm%se alaa prm&es tha'b 311 msllaetibie notes: u;: to the .
o smnunt af the resem aai: up -ha aover lesses, mt be rapurchassé by
*!:iw a*bera for tha mmxfb af ths umgaia ‘ba}.ance or olse replaee& wiﬁx
namdalinquan% m:bam Bmz}ca sIsts imy instalment sa}.es nontrante from
publia utility cwpanies whu sa‘l}. appliances ko cﬁsﬁamrs« ‘They alss
;mrchaae insi:aimnt aeamts meivable :m mail or&ar hMSi i'hs
zmb}.ia utﬂity eﬁmpsmies and mﬁ. ngdar houaas a:btan& to ﬁm nre&i‘h
imnﬁg&tim md sona«kian uf t&xm wcnmxes;

; g Soms amrcial ba:xkz gurehwa ratail inaha}mnt paper direct
rrem inﬁiﬁdml: aml s.lw in aacordam with o Dealer Pian; others pupe
m retail ;a&par only fm inﬁividwals: and still other banks onzage
in Dealer Flan finanoing exclusively. Basks that do not engage in-
Dealéer Plan financlng give as the #sin reason é;air-deeix_-e to selost
t&eix;- own zinﬁsa " Baxkers who ?:afer ﬁiéaler‘ ?Ian' ﬁn&ncing to direct
ﬁnming minﬁain that & direct loan to ths purchaser of en au‘bwbﬁs
ismmaxpoae& tnleesthm%n thepaper is pnrchasaﬁ fron & good
&e&%ar. g3 Ionger periaﬂ of tima is neadad to 'imﬂ& up a ’bnnk’s holdings
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of m.ﬁ instalment paper throngh direet financing then 1a namry
in ésaler fimizg but oredit risks are. 'bet*ber, the eost of service
less, the volume more ata}:le, and the bmﬁ m&é nut gi?e mrh of the
praﬁw to the dmzar. » .
Bank oredit mq}ﬁmxx‘&e for an*kmbﬂe ﬁnaming sontraota
o a.re«-aimihr i'g those far,'b%@ nsual eonsumer mhlmnt losna, When 1%
is possible to mmthea, a titlo-retaining oontract and note are |
proforred over s ohabtol mortgages Befors the curtallmnt of produs-
-tion of many consumer goods, .*Eha} iargeéxt Psrenmt&gé of egaleos finance
cpemtitins' of commercial banks was the finanoing of ax:tombiies; House~
hold equipment racked soconde | | | |
_ ‘ At the peak vf sonsumer fimneing in é.uguai: 3.941 the consumer
am&iﬁ aotivities of ons Xarga bank ware a8 faﬂm: intmbilo Youns
- 35 geraan%, trade loans = § parcent, ﬂenummz loans = 28 porsent,
"ﬁﬁ-m and- aingie—nam Iﬁans - 33 pemzmt, and mnﬁitiml. salos son~=
trocts = 1 })sman‘ko o
m %Ohharﬁmam 8reﬂit Agmisa
- Comwarcial banks not nnly aupng & large sbare of the mrking

-‘ aapita}. of sales .ﬁme cm;mniaz by making direct loans *&o then but |
- they alao purchass their notes iu the spen market avd masiamﬁy take.

‘over thelr &ebmtumﬁ In mezx‘h yoars many of the ‘bank Ims to sales
finance wmpanias have been mavcmd, particulsrly these te¢ the larger
cumpanies.i . The *walws af bank loans to personal finnnce cnmpsmiet £
ik a8 large as the volume of such loans 'I:u mlos finanse eo@mas.»
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~ %he geraﬁml ﬁnanee ca@an.tas use thsir own gapital tn & large extent

' for mkinb lmz‘ In&na‘hﬁal 'baz:ka obtein most nf their funds from.
éagasi%nra end from t}m sale of insﬁalmn'k :lmstmnt certificat&s.

- They bmw zmly s smil pemenhaue of their working sapital from come

| "miaz ‘hanks. Creait unions lend the funds of their members chiefly

| and au not afi:an hmm from tha emreial banks,
ﬁmﬁﬁw Situstion

ﬁmpatit’itm between 'E;ha ptimigal consumsy ereéj:k aganciex
has begome nors gmnamaé in recent years.< Insia‘imnt lending by come
mma panks expanded tremendously betweon 1954 and 1941, as 314 thelr
| }%gléings 'nf rét&ﬂ instalmnt gésp‘ere Buoh activities brought them i;n-eg
‘active competition with other agenoles extending such oredit. However,
o there appesred to be enough business to enable the parsonal ;éme”
- eompanies, sales finance mmganias, industrial banking enmpanies,
49:&&&1‘& wnions to alsp imraase ‘hhair wlme.p -

a.’ithough the commsreisl banks make loans to porsons ﬁﬁz BORe~
| m{: higher ingomes, than do persenal finance compenies, they do sompote
to some axtont for loan 'b:xaiaesa; The instalment loans ;aade by comuare
‘aialléanks ars norm}.}.i largar 'ﬁm‘. those made by _per#cnax_ {ipance com-
penies, the loans of the latter u:suallyv being limlted by lew to ¢ maxie
‘gam of §X00, Personal f4vance companies specialize in single-name Yoans
eawre§ by & chattel ,max?tgagé on household furnitures or an aufmbile%..
In their #&v‘erﬁisémnts :they streas the confidential nature of thelir .
londing gsorvicess Mo doubt many horrowers are willing to pay *h!w !
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hishsr rates of personal fimance sompanies 1.:1 nz'der %o avold &iwlnsm |
of thelr finencial ‘position by aa%:lng 8 friend or relative to saut s

| co~tnkers The commerciel ha::kn im‘m shown a tendenoy iaa grant more

| loans on & single-name basis in recent years but the wjority of their |
inatalmn‘k loans are still ona cnnmker basis, _

The rates aharge& by the compsroial banks are lower -khan ,
those ocharged by any opther Lan&.{ng agenﬁy sxcept possibly those afi’
oredit mions.® As the retes of the various types of sgeucies are
'a‘caﬁad in a different mezmer, cmparisazz of rates by the borrower is

diffioult, and it seems unlikely t&m‘k many borrowers bass ﬂzsir chuise
of s lending sgency solaly on the m‘be of gbarge. 3Hany f&m' tha- habit
of borrming from one sgoancy waere they are kum, end other fectors
such as the langt;h of time ths Yoan Ry mn, the +yps of loan, a.né. the
extent of the credit mvesamiom influenns the borrower's uhoica nf'
S hnéing BZONCYs

.~ Industrisl banking am&nieu are ger%mgn the benkst gmﬁsa’a
&myaﬁturn in ths consumer eredit fisld. The industrial banks compete
with the comaeroisl jbarks in making instalmnt loans snd in saless
financing, and their rates sre u‘sually qau‘bsd on & discount Mﬁ a8
are thusa of the commercisl m They sem psrsans in somewhat the
some occugatiom}. and income groups. Their rates are slightly higher
than theae of emmi&l 'hanim; The oredit unious do not esmpets with

21‘-'0:- comparison of rates ehargeé 2:3 the warious Ismiing agemiaﬂ see
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the "mﬁiﬁ'&m to any groat extont as their néi:i'%i‘bié‘a are

limitaﬁ to relatively mall grmms of gersana uim are mm‘mrs of tim

® uniuns‘ Ihe sales finance etmptm‘l&s are the bante:s‘ gmﬁssﬁ m‘&i—

tora in t:ha sa:ies fimmse ﬁslﬁ; ‘i’heir beldings &f ra’cail Instalment.
p&psr in 1989 amomnted 'bo 1.‘5 binion dollars as. ecmm with me-!mif |
 biliion dollars of such paper held by the cammrsiel benks In that year.
?ha bank charges, sxelusive af 1nsuranea, ars Emr an an a‘mrages thau
those of the smller u}.as financo mpanies and are abezst ‘the same or
ualigktly less than those of the larger ae@aniam ' 4
. Butomobile and hmseholﬂ applianae salesmen smﬁms ur;;a

‘ customers to finance their purchases through & particmlar ban’a: By
| ur"fing sutonmobile salosmen to reemnﬁ hia benk ﬁm nffim in ehurga.
of the persenal loan deparmea% of one Richmond %aak hmx immseﬁ ths
" bask's holdtngs of rotail instalment paper in recent mtixs,, |

o ﬁim 1941 competition has becons kaezxer as the volune of
inata}.mnt Ieam and hs&dings nf retall instalmen‘k papar have decrsased.
Competition between the sommerciel ‘banks t&semaivaa has also haereaseﬂ
ﬁzs advisa‘hility ai* liniting the zumber cf persom! ﬂnaam emniea
hy the staf:as is now belng conslidered, as the volm of ﬁmsiness 18 not
sufﬁcignt;hn pamit all the zsompauies to operate 2t a gmﬂt‘ A numbor

5 necessl ty-and-vonvenienco olaume was included in the revision of
‘the Uniform Smell Loan law made by the Russell Sage Foundation in 1932.
This clause,-if adopted by ths varlous States, would give the Stats
supervigory body the pri?i}:age of rejecting new applications for licenses
 4¢ 1t feels that there sre already sufficlent loan facilitles in the
areas, TWriters dissgree regarding such s procedure; some are in favor of
such sotion and others ars of the opinion that free entry into the lend-
_ ing busineas is the bost safezuerd against mopnlis*bie axglaiﬁa‘hion
- end the return of illegal lenders.



of persnmi finance amnias have almaay Been fareed to quuiéatm
Tha barks }zave alsa suffered & ae'-line in vaim of consumer credit
‘Esusmes Sy SOMO be.nks toa grea.ter dogree than athers. Several recent

s Feéarai Gmrmnt relmas psizxk out that since the umrcial benks
ha'm anly raaan’h}.y &n‘bamﬁ the consumer credit field an:i their holdinga '
of conswar instalmsn‘b papsr aras o rala:tivaly m}l pertitm of thair

total nesets, their over-all operation will not bo émstiaan;y affected.



LOAY POLICIES AND PROCEDURE

There are vertain generel requirements which xamat be met by

' —'L'he yam:m who desires to obtain u. bank loen, and *khs individtml bankes
usually have particular requirements in addition %o thama gemml o=
quirements. legislstion and wartine conditions have had an {mportant .
af‘facfz upon the granting of oconsumer loans, Individuals z‘equast Ims
for various purposes and at certain times of the year; anz'ing diffemnt »
poriods of the business cycle loans for some purposes are more prevalent
than they are at other times. ﬁmi’ba'tion on the amount of a- loan varies
among banks and in accordance with :{egiszatienm&r 'regnht&m; !‘ha pro-
 cedure follawsd by the varlous banks in handling instalment loans dif-
fers dut ‘l:iwra are certain fundemental steps comnscted with sonsumer
Iené;‘mg which inslude interviewing, oredit investigation, making records

of loan transsctions, oollsctions, end checking on denm;ﬁenﬁiss‘
ﬁequiram‘&s' for & Bank Loan -

Porasons of good charnoter having regular incomes, who are ‘
free from burdensoms debt and who have good oredit mnras,@ my qualify'
_ for bazk loens. Persons who have been emp’zoyeé for at iea:t two yoars



’by responsible companies prior to dai:e of loan application are pra-
- ferred.. Banks accept only the amparaﬁw}.y gtmd or higher grade
riakm ‘Some banka are more cmmt&va than u%hers, ahmsing unly
1&1&‘!: they cousider “safe” risks. Many banks set a m}m pereentaga
- af a barx'mr's {nooms that he may borrow from the banlc. A npusbey of
. bmﬁcs do not grant loang to germs in the wry low {ncoms ‘bracbst
= . The mjaritg of bank consmer loan customers are exenutivas,
- gr&fessiona! men ané salaried or c!eriz}al workers. A reiaﬁwly small
_Tproparhinn of tholir loan customers are wage—-aaxmra, whereas possibly
- EG percen*b of all personal fimnea emany loans are to. ﬂage-aamars‘
Divsrsiﬁcatisn of risk is desirab}.s and lending crf.teera kaep ﬂ:is 11:
m}.nd when granting loanse The mjurity of bank sonsmewlm eus!:nmm
ocarry lifs msuranca, mony have bank Mcmmta, anﬂ -1 g;raa’k many own
| or are hnying real estats, ‘
| ¥any bankeérs have ‘heen ‘hes{tant about granting loans to men
of draft age because of the provisions of the Soldlers' and Sailorst
Relief A‘ct‘l The prospeo‘t: of having large penfréicns uérﬁheié Ioem
| ‘assete frozen for the éuratirm of the war has made them &xceedingly
" sautiuus in extonding oredit to men of military ages Some banks re-
| Aqaire an endorsement and aisn 8 waiver of the Act when granting Imns

}'ﬂw purpose of cnngress in eaaeting the Soldim* an& Sai!m* Re}.ief v
Aot of 1940 was to assure msn {and women} in militery service that -
and thelr dependents will be protected agzainst enforsement of olvil-
obligations that they are unable to meet by reason of thelr militery
_service. The relief provision as to instalment purchase contracts and
‘"secured obligations are limited to obligations arigimting prior to
eammement of the perioed of milllary services



to sach persnns* The legality of the waiver requirenont has not as
L wtbacen testod in the courts, - | - | |

Purpeses for Which Loans Are Medo

cmamiai banke umaily gz-mﬂ: nmumar lma nn}.y i"or what
| -ﬁmy aonsi&ar worthwhile purposes. The mson giwm:: by the appliea!r& '
| f‘nrreqnestingf the loan pay ormay not be the trzxa reason. The bor~
: rower may be perfeoﬂy hanast in ks intentions regarding tha use to .
»'uhieb. the funds ere to be put but may leter change his mind, or oiroums

_ iiaﬁa:mea beyond his cmtral ‘may mesai’sa‘he ths use of the herrm& |
' funds for a purpose sther than that stated 1n the Im appliea‘biom |
The purpeaaa most often gi‘mn in loan &p;:lisatimxs ares "

Consolidation and payment of debts |

| ﬁ&iml,aﬁ& dontsl services

ﬁusina»ss ypﬁértﬁniﬁoé

vﬁm:sa fuénishingsv

?urchn:a ﬁfaut@abﬁe

Purchase of oza*hing

Eduoation _

Mortgdge paynonts

| Paxes and asssasments

Insuranoe premim

Enme ropairs and imprmnen'bs

Vacation

Unexpected obligations
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"Lcca&gnnﬁaﬁm and payment of debis has bsen the purpose most
ﬁfta}:i s%abéd i'n"'losn applications in the past, and modieal ami dental

. services rs.nk aemmé. 'ﬂsera 48 more x'isk cazxnecta& with loans made for

" the consalidatiun and ;xaymrﬁ: of éebts a8 tho borrowers are sften indie
" viduals who are never en"cir&ly mﬁ: of debt. Loans for dsntal servicm
are umally obtaimé ﬁarm:gh tha anoperaﬁ.on of dental amiatiaa or N
s inﬁivi&ml dentiats, &ypueaﬁm are sumxittaﬁ thrwgh '&he dentiﬁ
vuha generang en&erses ﬁm pager* = ’ o

. Loans for 'ﬁm zmrnhasa xﬁ;’ aui;mabiles have ﬁaelim& mra «
| '!:haxz. Iﬁam for any of ﬁm athar purpom. I.eana to cover imm 'ba.x
N paymts haw insmaau i.n reaen% yms. Sueh Iuans are umny made
. &t tha tim.e when quarterly tax mymants are dns‘ Individrmle 01’1;&11

hﬂrrw 1o psy 1ifa ixzsnrs.me or a‘hher mnranca pmim whioh nre paye-

Vabls on an snzmal or mi-azmml basis; Sha bank grants s Im payeble
in monthly inzim.}.mta, anﬁ 11153 murame in an amount snffieimr& to
eover the unpaid ‘balams asms pamnt Ixz evant of the death of the

o barrnmm Loons %o p&y issumma gremm imraam& greatly i:: volums

durixg the &egraasiﬁn of the mly 1930%s.. 7

» Em repair an& Mrmnt lcans inelude ?..H.a, ﬂﬂa I ine
stalment loans anthﬂrizeﬁ by the ﬁnﬁml Housing Act of }.934 m
mn&msntn, and slso Z{nans 'ho cover repalrs and inpmvamn‘hs which are
mde by the banks in aaﬁitim ﬁo ‘ﬁ:bla I loans. Wartime restrloi:im
apply to mh loans buﬁ they am nmr belng grantc& for hea.ﬁng plant .
eomrsion’s, mtharstripaing, :md fsther myrwemts designed for tho

‘cmamtim nf m}.. S
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Hethode for Inoreasing m:z Volims

In braer to. .’mamsa t%wir cunmmsr loan volums, uamroial
’banks lisve resorted to many nf tha sans ﬁhameis nsed by other o=
suner lending agennie&i ﬁnmvart ‘the mmadntim of presexrt end
fozmr loan customers appesr to be the best smzrca of lm busimae‘
.& dargs Kex Tork %ank estinates that 45 pemane of 1ts new loan ’h\zsi-
nesz hns rasuited from mamanﬁatim of previous and gresant lnan
'euaiomrsn L ”
ﬁnnks a&mrﬁm m mpagarsﬁ on the ra«iia* and on the
~ . wﬁim ploture scmm They uss éiag‘iay ocards, posters, binhmrds,
"transit ads", m they enclose pamphlets desoribing thelr comsumer
loen facilities with the feguhr mani:h?.y statement to shecking awcuzrk
| em‘aﬁmr:. Lettors are ﬁlsa gont to prospeetive susboners. Hany banks
“have fmm& radio apot advertising vory efi‘eetive st utﬂe osoad am
bank m.a mtings at which ‘Bhe varim consnmr loans offered 'by the
bank were. axpiama& in detail to the enployses. A campaign s then
I&umheé. in which sach amplugae was to tell bis friends and rslativae
about ’(-.he Iaaxxs‘ amign was highly sucesssfu}.* Ganamr Toan
w‘ime 1mrmsa& 25 parcan'k dﬁr:%.xrg the campaiga whiuh }.ast&a six mﬁw. ’
- | ‘.‘s‘alka ‘ay rapa'eaezrkaﬁvea of one bank %o mp}.ams af amral
mmzf&etnring glants, emhasizing +that the bank s the plwe tﬁ borrow
if the ‘workers fezmé it massary *!:s ‘bmmr, brought an insmsc in
loa.n velm. &aghysra mm;e‘bima mmen& a p&rﬁeular bank ta en-
pleyeas‘ Gne bark was given ;:emissiun to distribute pamphhts,
| axylaining ﬁheir eazmmer loan service, to mplayees of smra}. firms



“at the 'd&éf ot pay day. ﬁsmy firms elso eooperate with the banks by
 giving them mmmn pertaining to ag‘aagzo;ireets income, stability,

‘and Length of service. A few fimms have egroed to make deduction from
&n amglayag‘s salary to cover mgaymentz on & bark loans
B Spectal lotters sdvertiaing their loan service are mailed by -
some bauks to school teachers before the summer vacation period begine,
and *t:&?e&e:a‘l;‘ and State m&oﬁé& Letters explaining mndamimticn
‘and repair loans ure sent to home owners. Dirsct mail solicitation is

also used to reach professional and high salaried people in order to

: ‘baila up the vélm of large umr inanc«.. fmaﬁa are¢ usually made
et a Iwar rate of disoount an& are often singlo-name loans.. sm

‘banks arrange with doctors ‘and dentists to have their fees paid by bank
Imna to.olients. ﬁagartaant sﬁm-es make amngmnﬁ with eamarcial
- banks fcr }.ﬁm %o ‘store customers for the purpose of fizmming pur-

" chages or to refimnee an epen-bsak dooount.

Loan m%: and '&hriﬁea

| o ﬂWr‘ instalmnt lnana of commercial bm‘knvara usm‘ﬂy

* ‘made in amounbe of $100 or less, to $5,000. The greater portion of
f;hésé Iuans run from §300 to §1,000 in mﬁnﬁ. The maj‘ority of banks

' grefar not to gmni: Ieans of }.ess than $100 as they hm ugually fmmd
: such Eaans unpmi‘ita‘bh. Ewever, many 'bankn én grant loans of ssa or
mn,}esa on oocasions Some banks st both minimom an& m 1mitaw
ﬁm aix the size of inafalmm: }.ma uhﬂe others sst no daﬁ.nita
B.miﬁati(ms, pmferring to 1imit the mxmt at the time sach loan 1s
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gran%aa. The average size of ioans made by larga banks 1s larger than
'these mado by small ‘bank:s, ' _

ﬁammr Ioans granted by comwmia}. banks are 1argar; on an
' avamge, than 'bimse mﬁa by ;:ersonal ﬁmma cmanias. ?ha banks do

o _‘ not maks mny Iaans vhich are less t}m %1130 in amcunt. Aceording o

ststistical é&ta furnished by {:he .&marioaa Agsoeietion of Parscnal
Finanse Gemyaniss, 2 parsanal finame company must make 18 loans to
.eqml the smount of an mranga loan ‘bya. mnban‘:md 83 loans to
‘equal the amownt of an mzerasa Yoan made by & large banks Personal
finance eompany imns umally r&nga fro:a $16 tn 3500 in smount,

: mly a few States !mve enae‘bed Iegialaﬂtm limiting ‘bh#
amount of an 5.nsta3.mnt loen to & single person.? Regulation ¥ 1ssued
by ‘bhs erﬂ af ﬂmmors of the Federal Rasmw System iimits the "

- emount of a censmr instelmn‘h loan if it is for the pmhase of

articles 13,5‘!;9& in the augnlmn‘h to the Regulat‘ ons Before Regulaﬁim
| % become. eﬁ‘acﬁve, a nizzim ampagmenﬁ was required by the banks on
' salas fimming cnn‘l:rac'ts, nmlly a parcanﬁaga of the ensh price of

| 'bho automobile or othsr goods puroixasedg Tlow,, 1:1 accurdance rith the
Regulation, the 1oan is Iinited to ﬁxa'caah price of the artiala Iess
ﬁm tm&aain and cashwdown pay&nt, plnsfhe insursncs and finance

Maturities on consumer instelment lcans were from § months or

 %gge Chiptor V p. 47.
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long to ia months and on sales {inance contracis meturities wore somoe
‘Z:mss 24 mocthe.,  Yoximom meturitles sye now Iimited 4o 12 and 15 mths
\oder Regulution W. | | |

Inf:arvieﬂiﬁg . ‘
 Manuals have been pmpama by the Amorican samms Asmiaﬁan
and & fevr individual - hanka whiah ﬂesz with the ﬁa@hnlgue Gf intervimﬁ.ag
’appﬁuants fer sonsuner Iaana.; The pmeﬁnm varles amony banka, herwe
evers Scma banks prefer tn have the applics.ti on for a Iuan filled .in
by ths applic&rk when he first mquires a’bmﬁ: 8 Imn, or thu hﬁarvimr
agks tne axspﬁm questions and ma&es the :xecassary entries on %ha |
applieai:inn ‘Plank. ﬁthar barks prefar to esk only the nam, a&dress,
esag!amzrt, and amt of 3.omz éeaim& and allow *hke applican'b to take
~the form and return 1t 1ater, at u‘ﬁ.ch tine the real interview takes
Iacai If: seoms probeble that the first me%hnﬁ would result i m
lm than the sccond, as many persans m.,ht fail to retnm the n;_:pli«
cai:iau, ﬂaeiding +o go slsovhere for their Ica.ns, mm::g tha appliw
sant tﬁ 'E:aite out the e@pliaatisn &mi :mte for the ﬁgmturs of so~
signars amtlmes results in the i‘argary nf such aignaﬁuma, chsr,
it is not almys eonwnienk for wsignera o ga to the ba.nka to sign
& note, and Ioaaes resu?.‘bing fm such loans are not krge. calk'beml
lloan applinatiom are uml‘iy cmplateﬁ ﬁ’urinb the first inbamiem |
7 _' xany porsonal loan officers take pride in esying that they
51'33 aé-iwur servioe, that 13, a loen is sither granteé or rejacte&
'«it}ﬁn 24 hours after the apg’lieahiun i reeeive& by thm. cmﬁﬁmx

¥
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betwean Wm&al ‘banks, snd botween commereial bunks and a%her‘ 00N
sumer eredit sgm«ies,i has resulted in the granting or rejecting of
‘Ioans with & minlmm of delay. The interviewer 1s sometimes mmsble to
sbtaln & frank or true statement of the applicant's oredit status and
the bank refuses the loan, Some banks meke & practios ef rejeoting
applications of habitual bowmﬁ, the individuals who never get out
of debts When Im are rafnaed, mgesﬁm are sometimes made by
~the in‘berﬁmr whieh, 'ukm fn’l}.md by the app}.ieant, mult in m:m-
sideration of the losn. '
‘Gredit Investization

The statements made by the e.pglieaziﬁ in the loan }ay‘plicaﬁon ‘
Qre'var:{ﬁedt ﬂmse' inolude his home address, length of residence at -
such adﬁress, plaos oi‘ emp‘}.aymnt, length of such employment, and uheth-

cor it is ot 8 aeasoml ‘naturs, amm:xt of imm, number of dependen%s,
indebtedness, tvwnership of home and other real estate, amount of morte

: gage; 1f any, and sddress of nearest relative, The cmdif imstigfa- A
$ion aues not uana}.}.y miu&a ﬁhe vsrii‘ica‘!;ion of every item on the loan

| applicatim, but 1% often mmm the shecking of factors not included
in i:}w app}.icatian form, such as {:he m:tazmmxt !mying nnd ohargo aeu

. mﬁa of the applimﬁ. B

m ‘bank*s sredit fﬂes are eheeked for pmiuua infomtion

on t:he aapliaant and cu—mkar, if any, and then as outside check u
,m In %ha larger ﬂiﬁea, oredit bureaus supply most of the neces-
| as.ry oredit information, Thase bureans af%an specialize in some pa:'biu- |
"~ eulap” p’hase of oredit and it may be mﬁessary for a bank to cmuli:



- , gml é_f these agencies. In some of the smaller commmities there
#m no aredii buresus and a Bank'mst- depend upon its own oredit
“Investigatore | | ' R

» Then 't:hs ,meﬁ&ry,c_ma.{"k igfmtim has been obtained by
the bark, 1t i3 written up, the application an&'araéi% informbion is
reviewsd, and the loan is approved or mjéeﬁad@ In order to make sure
that the person recelving the loan is the person who was investigated,
v, the 'Iéndiﬁgﬁfﬁcer asks to oo hie automobile Hcense or nfhér paper
carrying his signetures | | ‘
- ‘Resord of Loan "i"mma%:ions ;

Gamrc’igi banks usually assign & mmber to ench loan appli=
sation and koep & record of f:he mmber of applications apprmﬁan&
rejeetg&.. If the application for a lean ie appma,, the note is ,iﬂne&
in end the ﬁ;éum'aﬁa other éhargas a8 well as the monthly paymn& :
‘amounts are checked for acészraeé;. The note is then signed by the fppiie
sant and wmkara, if required. Insurance ooverage 1s arranged if the
laaan is o be 'inm&s The Mes-aﬁry records of the transsction are
mda, iminéing ti:e loan é;ré or individual ledger socoount, ﬁékiar’ v
mrﬂ, 'mvcé’iﬁi‘iag of note in the recistor of loens wads, goneral ledger
= sheéf, p:ssii#g of loan to the journal, meking e eétzpm book or yaﬁmnt
book, writing and eni:éring &#shier"s cheoks The check is then mailed
or given to the borrower and the cowpon book malled with letter of
“tranemittal. The mote 1s then captionsd snd filed, Instead of maling
' payment by officerts chock, the bark may credit the net amount 6£ ﬁw

loan to tho borrower's chocking account,
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kRamx,mnts o B , , ‘
‘ Rap&;mn‘!:s are iundleﬁ in one of two mys by the ﬂmmiai
han&aza (1) The mpasrmm my be sredited to a hrwtheeaﬁe& savings
assount, or {2) the deelining ‘balma mothod e used. Then the hypothe-
. cated as.vings account m‘ﬂm& is used, tim ms‘bs ramias at 1ts faco valus |
o un‘bil £inal maturity and the mpaymn’b& are censidareﬁ an éapasita in
| the svings ageaﬁn‘ﬁ_mtﬁ. fmeyaqul the amount of the nots. The usual
 Bavinzs »ﬁepéait izrbém#t:is’ paid on the acoount and. tfm bank mist also
Ay & Fedaral Deposit assessment on the. funds and maintaln the usual
 reserves. The laws oz?“sem States require the nse of this methods

| fhe deolining balence method is ussd widely by the banks at
iha prosent time. The mpsié balanoe oan be ascertained at all times
by rei‘orring to the individwml ledger cards All pertinent loan mror-
‘mation 1s mcorded on this oards The coupon bock e used by mome banks
fnr--merﬂi:zg loan payments. Other banks ues "instalvelopes” serially
mmbered which pernit hm&«em‘to meke repayments by matl. A great
many banks s‘bill use the paymsn% book in which ench payment i anbare&
by tha tellers '

‘Hhan paym‘&a are recoived hy the bané:, either at the teller'x ’

vindw or by mil, ‘b}wy are gravaﬁ and aant 4o the bookkesping dapar'bw
:aent,,,usuallyrin batohos. The eoupons ers sortad and belenced, the
Journal entries are mads, am! the my@nﬁ ‘are postad to the individusl
' ledger cards. After the lcan has been paid in full the note is marked
"pald® end retursed to the borrowsr and the ledger card marked "peld."
The central file 1s then posted to show payment of the cbligation.



‘{!onaetim
ﬂalleeticn prueedﬁre variea among banks but sm type 'of ool~
lautinn controel is msmry in arﬂer to mh dalinquemias and to keep
| losses at & minimon, Varimm rsethods are aseé by ths banks far digtin-
gnishing deiigqmnt accaun{:s m thoua :xoi: dannqnexﬂ;. colorad ﬂagu
| or sigxxala are atﬁaehad to pasi:’-dw account oards, or Ieégar cards ava
ﬁh& so that 9.11 oards he.ving the sams due &ate are tug;aﬂm in tha
: file. 'ﬁhan the letter method is used, cnrrcnt pngmsnta are entars& on
 the hégerr carés w}xioh are then pmd sm& £iled in the raaz* of tbs
:;zs.; The cards remaining in the fromt of the file are aenmnt
7 mmm'!;af , . o v ‘
‘!‘ha first &a}.iuqmy notiee is gsent {:a the borrower thm
to ﬁve éays aftar tha due datos The final notice is sent ‘by the 'tenth
ﬁayg & gopy of tha final notice is sent to the oo-maker. This is a
R jreminﬁer of the co-maker's abligs:kion in: cam of defeult by the bnrmsr
‘and the co«-mkar many mkas an attempt to persuade ths barrmr to
ke i:he wer-ﬂna pagmnt Ii‘ the delinq'aenay notices are .tgnorad by:: |
the hptrm, ‘the credit folder is then reviewsd and a tolephone eall
i made or & ieté&mm ta: the borrower. If this does not bring
raazzltz, m outsids cullectm- is then asm o osll on the borrower, ’
maﬁy vithin two waeks of tha date pa;ment wag éue. If all afforta-
'!:a cnllaet mz, lega}, aetiun may be taken and if ‘I:hs ’balmc still
mmins, it is writ*hen aff the books, Items overdue mr fom- aenths‘
are mrely ml}.aated and are txsuany charged offs , '

‘ mlimmency nay be due to o borrowsrfs carclessness or Iaak



of foreaight or 1t msy bo dus to circumstances beyond m cﬂntml. 1w
..due £o the latter a bank may allmr the berrmr time to ‘&ﬁ% gaymtn
up 4o date or reduse tha;ciza of monthly instalments and extend the

: period of the loan, y;srdviﬁaa-mt' such arrangemsnts do mit ‘ga,nflie?
"wifi's Regulation W.' Banks do noé, as o i—'u.i.e, eall upon. %hé eanxﬁ!akcr tc
pay a dﬂingmnt &osount zmt:il an efforts to aolleet from the borrmr ,
1&?& f&i!eda _ }
| Ma %o cover Iosses Bre sﬁt up by traneferri ng a ggrbim
of the disecunt, g i‘h is earned, %o a msam socounts Thers is iaj ‘
tezz&amy among banks, however, to make deduction for qparatiﬁg wsonts,
éivi&en&s, and 8o forth from earnsd élscamﬂ; barore tmnsferring
eam.’u:gs toa ressrve socowmts n



. CHAPTER V
LECISLATIOR AND REGULATION

| "Biilu’whiéh apply to the consumer lending amctivities of banks
have been presented to many of the Stats leglelatures within the past
few yonrs. BSoms of thess bille have become laws whils others were dis-
cussed but not voted upon or failed o recolvs & majority m,, State
rogulation of the instalment lending sperations of banks has tended o
- be one of "remots control” except in & few instances. In 1941 the
Prosident of the United States authorized the Board of Govermors of
' the Pedoral Beserve System to inveptigate, regulate, and prﬂhibi?l ﬁ:ae
sxtension of certain types of consumer credit under conditions o m |
proscribed hy the Board, after consultation uith a comnitteo cmposad _
of csrtain Goverment offioclalss |

Ingislation

Pederal snd State .étata‘l;as have long applied to tha ordinary
| apaf’iaéimé of sammerciel banks but leglslation which applies to their
canmmr credit activitiss has beon passod ohiefly within the past
éocadé. Bafore 1035 the banks, s in moet instances, mede consumer Iue.ns
: 'under general banking gtatutes whieh anthnrlzed them to make loens and



dismi; §ap'ar, subject to the supervision of proper authority. Howe
ever, few of these laws refer dimtiy to instalmsnt paper. The stat-
. utes known as "small loan laws" which resemble the model lew drawn vy

 the Rusaaii 8&gai?aunﬁatien and which govern the lending of small sums,
- usually §3500 or less, do not 'gmmilyta;»plg to national and 8&‘!:9.
banks, 1‘539 Jr— nha.rgas by barks are controlled 1n“many States by
the gamra}. usury Imc. Snme of these laws, hmvar, &a not r‘astriat
eonsumer Yosn operatima..

In 135& there wore ten Staiaes in ’sﬁﬂah bank prac‘bieos did

' not aanﬂiat wli:&x the 'agury lmt Colorado, skim, M Hmps}:im, _ |
Eaasaehusstta, Bhocia Island, ealifami&, Snmetinut, ﬁashington, " ,
| Hevada, ami Alabama, The first four have no genersl usury nmmmn.

| .‘ahada Islandgamﬁsaﬂpercmtmrmummlmmr%ﬁmﬂm »

Inm unc'{ar $5% a rate nf 5 gsmnt por month for ﬁm first six mths
aml aﬁr permt yer month thereaf‘tar. California and Connesticut speei-n
ﬁcally exempt ‘b&aks frm the nnurg laws, Ia Enva&a and washingtm ths
usury ;-e_.'he is 12 percenty therefore 2 diseuunt ra'fso up to & peroent mm
consuner loans s not illegel. Alabema was the first State to paes en
engbling act pamittingthe dAsoount method for consumer loans,

At the beginning of 1942, 15 States had enabling acts allom-
ing omersiel barics to make smell instalment loans.? 11 of then,
with the maptitm of Ala'bama, hod passed thess acdba batween 1935 and

-~

ISea usur? laws of ithe various Siates, -
”2&9‘ hanking .iam of the various States.



1942, Eany ai‘ﬂése laws 8re loosely drawn end their logelity has not
~ ‘been tested i‘ﬁ.ftha courte. The sw:as which had permissive laws prior
" to 1942 are Alabama, ﬁrizsna, Be}.amra, F}.orida, Georgle, Bichigan,
ms:issippi, Hebrusks, Esa Jsrasy, How York, Sm'th ﬁmlina, Ohio, South
ﬁaronm, Virginia, and ﬁynming |
| New York has onacted fs.irly comprehensive legislation regu-
laﬁng porsonal 1nan c!epaﬁmam:s. In mor&ams sith Section 108 of the
banking Iaws, the superintendsnt o:t‘ banks haa the right to charter per-
- aonal loan departm&n‘ks and thesa deyartmsma are privﬂeged to charge
at a rate not mm&ixsg 12 percani: per armum, on wipaid balamsn. They -
are snbject o periodia sxamination by the division of benke, 7 ‘
| B:; the anﬁ of ths 1943 Iegisleﬁw assaizm c:msmr Iending
: 'as pracﬂcaﬂ by ’baxaks; was pamissible in 27 States. i‘h@ 3 additim )
were ?exaa, West ‘Virginia, and Wilsoonsin. Aa ﬁebrsska has mently
passed a trnly ravuzaﬁw simple-intamst law,L there are now 26 States
in wizich ‘&here is either no mry Mﬁtian ar uhera the hank: hsam
- anthorimtion to exceed the limit by the nse af the disammﬁ methﬂd.
~ !he fo‘.um:zg Sta‘bes ami the Distriet of c’olm'bia iwve dalim
“ni‘be usnry esi}j.ngs bat have m:t pnaaed ambung leg ialatien or regula--
,V 't:ery 1m rsg&rding bank cunnmer 1onnss .&r}mnsas, Kanaas, Han:ta.m,
“Eew Mexico, m:h,hmm Qregon, ana m:ah 10 percent m:dm rata' Dig-
'!::io‘h ni’ ﬁalwhia, I&&ha, Indim, Lonisiana, Einmsata, Eicsauxi, and
Sou'l:h Iiako‘ba 8 parcant mxim re.‘ca; Inimis, Im, nna Forth Dako%a
-- 7 perccmt mxim mﬁa; Kentueky, ﬁary}.an&, Pamaylvani&, Te:messea,
4~a.nd'?’emnnt~ﬁpercen‘bmximmﬁe, ' '
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S fow States have enncted logislation which limits the amm
of an insi:almnt loan to a single borrower. In Arirzons, Now Jorsey, _
Mm, and South Carolina, the maxinun amount of & loan ;l:a 8 'sing},a cuse
tomer 1s $1,000; South Carolina also sets a mintmum of #1&. In Balmre
themim size of & loan degen&s upon the amount of the ':,i.?naers#- eapie |
tal and surplus; & firm with paid-in capital of over $10,000 may lend
'iup to 10 percent of its eapital az#i' surplus to & single bnkrmr. ™
Few York the maximum amount that may be lnaned is ralated. tﬂ the popuw~
lationts In cities with a pﬁpﬂlatiun oi’ 3,000,000 or mars, the amount
that :my be loaned is limited to %3,5(}0; in olttes with a goyuia‘bion of .
300,000 o 1,000,000, the 1imit 1s §2,500; in cities of 25,000 to |
5&),090, the maximum abount thet my ba loaned is §1,5003 in ei*kiss of
: 5,6(}9 to 25,090, the maximum is $1,000; and in places wlth & population

of 5,000 or less, -!:ba maximam 4s $500.
| Several States set maxfmm maturities for consumer insta}.:aant ‘
lms 9r1ar to the a&uption of Regulation % by the Board of Governors
_af the Foderal Reserve Sya'bemﬁ?‘ New Jorsey prescribed s maximm matue
rity of 12 mazrkhs; Feow York 15 months; Michizan 18 monthsy and Ohio 12

- monthae
T Pederal, Regulation

For yeers several of the larger finanoe companies have besn |

' "3?br loan maturity limitations under Regulation W see pe 51.



1n faver of mere effestive regﬂlaﬁion of sonsumor nreaie, Personal

finsnoe eampanies hava. in gansmx, bean in fwer nf & mﬂ.fam statew-

- ment by all eonmr credi’b agenciea of the total aarrying charges on

consumer. 1mma, such as a certain psrcent gwr month on ﬁh& unpai& bale

ance. The personal finance companies which aperxba nnésr the atate

- -@11" lcan laws are required to use thiz method. It iz also useﬁ ’i:y

- predit mim,mh have alsa fmmﬁ rsgulaﬁium

)  The need for amﬁr&l of consumer cmdit &uring & peried af

' risin@ imms and sccelerated business activity s ez@h&siss& by

- Eenton R. ‘Gravens e&riy in 10014 I)urizzg ‘the sumer of 1941 8 nmber

of govermsnt officials alao sgaka in i‘mr ef ‘'such gontrol and in '

Am;.;\;st:.ni‘ %.t}m{: mrkagnlaﬂon ‘ﬁ’ gas adopted by the Board of Gmmrs

of the Federel Reserve Systoms e
?he volume of consumor creéi.‘b outs%anding had insmsaé

| appraxim‘kaly thras hi.msn'éonars inthree years, a bﬂliun dollars

a ysar dnring 19‘59. 1940, and 1‘941« Althsmgh e rapid ezpansicn in

consumer credi‘!; usually ﬁ@es take phea during pericds of ﬂeing

mﬁml inwm,; the reverse has beealtma sines 19;1. As imamt

bave -gram, tzm’ mmhér‘ of persons incurring debﬁ have deolined and

'hhnaa who have borruwe& or made pmmas on an instalment basis have

.paid fo these éabts more quickly t!mn they did ‘hafora 1941. Mer, A‘

a period of high incoms is considered & good time for peopls to peduce

-7

. )

* 45¢atoment tade by Mr. Cravens, president of the Cloveland Trust
Company, while attending the Consumer Credit Gtmfarsnce at St. Lm:i.:,
ﬁssuuri in April 1941,



their delé‘»t;s;, Such & polioy in mrtime retards excessive buying aml adde

to the emount evailable for the purchase of war bomds. It alw helps %o

. laya i‘mﬂaﬁm for business 'raémry m—mg%m postwar pioﬂm; by ere-

sﬁng & backlog of éam& for ‘consumor goods,

7’ Eamlatim W becamo offective Sagtambar 1, 19415 It wes tne
'Bemied to sct aa & resi‘:mi:ﬂ; on the extension of consumr oredit and to
_a.i& in tho diversion af mzsnrces from oivilian to mﬂimry uaa. It

aisu mgpweﬁ to assist in ms&raininh general infla%imry tanﬁen«
uies 'by curbing smassi-m hnying by SOnAURSrS. ; .
' o i'ha ragt.z!ation, as m&aﬁ, apu}.iac tu hanka, yeraml ﬁm\u
aomganisa, saias financs cmgpanies, oredit unious, dealers, end al‘!.

; others angageﬁ in extanding s.nstalmnt oredit, extmmimg m‘e&i‘& in ‘
c’mrga ﬁcoomts‘ m& mklng single-gaymsnt 3.oans (mt for 'businssa o
agrienﬁmral pmposas) in amounte m‘.’ 31.500 or, }.esa; or discounting or
peurahasing ebligaticne arlsing ou‘b of mh cx!mmions of cﬂait.

_’ Feruons angagoﬂ in the ims.’mess of u‘bending cz\adit, as sta‘&cn
gbm, mt be 1toensed in aeenréa.nea with the regulatiom ’ |

‘ # The maximum mturity on charge accemrha is stated ?.s tho 10‘&1
* @ay of the sesond calendar month following the calendsr month during

Begulabim ® was ferued by the Board of Governors of the ?e&eral
Resorve System under Section 5(b) of the Ast of October 6, 1017, as
© emended, and Executive Order Fo. 8345 dated August 9, 1941.

Sons arigiml regulaﬁcn, a8 aﬁn;rbeﬁ Auvgust 21, 1941, rends "a Toan
which ig in principal eamount of $1,000, or less.' This was later amended
and at tho present time no loan originally extended in principal smommt
, ameeding $1,500, is anb;}ect te tha regulation.



ﬁe&’t&& 'arﬁislé? wore geid;: Porsons having seasonsl incomes are

" allowsd 10 duys after the end of the ‘noxt calendar m&#ﬁi; during which
‘ _mt of . tbsir somusl or semi~ariwal incomes are euatumrﬂy recefved.
| The mpglemnt to ﬁw regulatim mnﬁains & list of constmer -

‘ ém-able gnods fﬁr ﬂ}liﬂh mﬁmm mturiﬂae and mxim creﬁit va,msﬂ

‘ara praseribeﬁa If an ax{:enaian of instalm lean ermL.t is whall? or
o partia‘lly naeureﬁ. or 13 f;aba seeumd by marticia liatsé inthe sup~

" lgmnt. the prinoipal mu:ﬂ: Zmd the obligor {emhzaiva of interest,

: ﬁnamiw charge&, nné 1nauranen) mus'b not mw& the maximex amﬁi‘h
‘mlua sgrsciﬁad in the supp amnt and the maﬁ:urlty mogt also nsnfem )
‘_ ‘to that puscribed in the supylsmnt. Insmmm‘hs must be substantially
’eqmal in amm'b and are payabla a‘k apprmtely eqwl :lntemh, not
smizzgmmtm - ',’- Lo

Amm’iaents o the Ngﬂaﬁm !mm tmm issued from ﬁm te
tigﬁi These pmiﬁs for numarsus zhmgaa in the regleutiun ami in the
supplement, Additioral articles have been insluded i the supplemsnt
and the mﬁm m‘bnriﬁas ané mxim oredit vaiuas have been changed
on some of the Listed srticles,

} Reguiaﬁnn W, as miaad Yay 6, 1942, sontains mmerous pro-
-vi‘a‘lons trhich anply to consumer loans of §1,500 or less. Dowm payments.
or a'b least ms-thiré the zmrohasa gri.cs are required on articles Yisted W
o the aupplam*z when ;amhmd au an instalment basis. Thore are 8
fow pxoeptions, mx on mabsriai and services in conmestion with
. !mm 1mprcvmts no down-payment is required. A down-payment of 20

pereent ia i—uqnirea on furniture and plancs. To dowmnepeyment i
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requived on a vonsumer instalment loan or a singlé-paya;n_t loan d\io}i
18 not farr the purchaes of any listed articles |
Haxizum mturitlos of 15 montha apply %o automebile and notors

éyala loans and 12 months to all other consumer loans except single-
pasmﬂbblms in which case the maximm maturity 1s 90 days.

‘ There is no limitation on the amount of the 1nsﬁ1mn§ lm _
if 1t 13:@: for the purchase of & Hsted article, or if 1t is for home
-Amprovements, On lieted articles, the amount of the loan is limited to
‘Ehg‘aash pr’iae; less {:ha tra&‘e-‘-‘in‘ana oash ﬁmmmt, plus the Ingure
énce and {inance charges. Thers iz no limitations on the amowunt of a
| singla—pssmnt loas when 1% iz not far the pmﬁass of listed ari:icias.
A’b iaast one pasmenﬁ por month must ber made on all oconsumer ins’b&haant
Iuans, ma;;ﬁ sa&scma}. loans. i’asmnts must not be less than $5.00 per
mmﬁ: or 81,25 per wook.

: "~ The remewal of & 3.oan is pemit*bea i the mtnrity, inciuding
the reneval, dmas not m& the maximnm mtur!.ty prasoribed in' the
regnlatiom ’ﬁxen an addition is made to en inatelment loan, ﬁm pay-
~ monts must mt be leas than the borrover had been mking on the origi«
nai loan. Additions to single-payment loans must bo hundled as snpm‘ba
Yoans. o . : :

The a;»pihan& for a consmmer loan of §1,500 or less is re-
| quired +o 111 in a form presoribed by the Board of Governors of the
Federai Rezerve Systam The purpose of the Ioan and ather gerhinent
facts msx‘ﬁa stated by the appliosnt‘ o o o
3.'1':9 following ‘lfsaamt are not subjsct to Regulation W as amended



7 Ostcher 36, 1942: 3 loan 0r§.gimlly sxteadaé in 1 yrimipai emount
maaaing %1,500; reai asﬁate Ioans aemmd by ﬁrst mr'&gages or im-
yrmrad m}. antate ﬁu}.y raenrﬁe&; Iaans foz- ﬁw m:trehasa or carrying of
: ‘stncks, bonda, or other msmnt aecmritias; inntalmnt Ine.ns for
sﬁncatinmlg hoapitai, m;&ical . dazrtal or i‘unaml exge:mea; ang Ims
to éaalm fur ﬁm pnmimsa af' 1isted or :miiswé sri:ialea., &Isa ‘,{nanz
*be religimxs, edmﬁm, an& aharitabia nrganizatim; 1mns to finam# '
 the cmveraiuu oi‘ haating squipmt tn 'cha usio uf other i'uel, for inm- :
I'Iatim,, inztalla‘&ien of stormdndm, stom dcora, mhemtﬁgﬁng, |
e.nﬁ Ima te ﬁmce t’fm pm-chasa ef m‘bers.alz i‘er any af these purposes;
aisaater 1cans, agricnlﬁim and izmzmnee Iaans; ana 1nasxs to gmm-
mni: agmias. B o
7 L n tine of nnt more ﬁhan $10,me, or mpriscment far noi: more
| {:han 10 yaars, ar hoth, w‘be imsgaseé for ﬁolntion of Regu}.aﬁon w
| 'ar sny m-dar pertaining o the regnlatien.

n: o 14 be &ifﬂcuit to deternine fust what effeat Regulation

' :‘5 has haé on the\nqﬁdaﬁon of consumer cra&it beoause ef the meny fao-
“tors mm&; aspeuially the ﬁacline in the uupply of coamr gaods
amilable :tm' pumhasa and imsmsed cash 'buying on the Fe.rt of' the -
~ publics '
| : ” - Instaimsnt Ioana of cmmial Ihank:, peraenai finance con-
| panies, 1udus¢rial banks, anﬁ uraéi'& *unions began to deeline in Seep-
| mr 1341 the mouﬁa 1:: which Re"txla’hinn W ‘beoame ei‘fectim.? ‘m

| -??he restriatims pla.ceé on the prndmtion and sale of many types of
durable goods to the consumer and the incroased cash buylng and con~

sumer debt liquidation alsc played an impomm; part 1n thia deoline.



: in&ﬁaimzzt lms of yersml finance #cm;;a’nias rallied during ‘Eecam‘ber
but the trend then bocans downvarde Rayair and modernization Iuans did
mot show a éeslizm until Fovewber: Slugle-paynont loans began to decline
'inJanmrylgéz‘ : : o R .
, Gharga aon»nm‘.: cre&i'k deels.ned in Oatober and November 1941,
‘ ramad in Pecambsr and then mmﬁmw& its dmrﬁ mmnt. mrin;;
lags it has Femained at a :L’airiy eonstant lovel ‘hhrngh Aﬁgnat ‘Bnt will
o &m’s‘k inmm during the hnliday msen. Reguiaﬁm W !ma halpaﬁ
to axpe&i'ba caﬁwc‘&ion& rether then éimourage chwrg;a saleﬁg Instal-» :
-mﬁ mle cmﬁi’ﬁ of é.apartmm‘k s‘baras, zaa.i,lp-m'&er !*mes, am’x‘ 3&%1;1
s’bares a1d not deoling mﬁl after ‘Ehs 1541 Chriahma pealts i-‘nmi‘h’ara
| mx& hausshold appziance stores exgerimed the begimming of’the dm- :
' -mré *srané in ixsstalmmt ml& 61’&&3,‘!’. 28 eaﬁy as Sep‘hember 184, Autow
m!:i'm -nmimn*t sele cmﬁﬁ: s;',tsa began to decline in 8eptamber but
thin msdm chieﬂy tu mrtas.lment of yro&mtﬂiam Thias also applies
%o hmsehnid appliance credit to somo sxtent.? o "

ﬁw#e ocomnents m bassd on sﬁaﬁsﬁic&l data fumisheé ’Eﬁ the Board
of Covernorsz of the Federal Resorve System, Biﬁsitm of Research and
Statistlios. _ o



CHAPTER VI
BANK CREDIT CHARGES

A Wry important faotor in consumer lending is the rate

, aharged the borrower. Charges vary W"banks and for -aiffemé ‘
| ~ types of 1&9.&13_..'7 A few barks guote a flat rate of i ssomt on instalw |
| mest 1aam with no additional charges bu%l the majority of thebankﬂ '

. make one or more charges in sdaition to the discount or ﬁtgﬁkt“mﬁm

Discount Rates and Other Charges on Instalment loans :

The maximum rate ‘af.f'_ interest that may be charged*byabankla is
governed in most States by the goneral usury Im.l Tha my in whieh
rates on (‘:rmsmrr iné‘be.lmnh 1§an§ are usually expressed and computed
by oomsrelel benks differs frem the mothod used by personal finance
‘mmz. Cemmercisl barks ususlly quote a rate of =0 much per hune-
dred dollars or & certatn persent d1scount which ia deducted from the
foos amount of the note at the time the losn is wade, whoreas the perw
sonsl finance companies quots ‘a monthly rate on the unpaid 'balam. |
ié&en"ﬁe\éiswmt method is used tha borrower does not receive the

15:39 Chaptor V and slso the usury laws of the various 'sﬁ.tes‘ ,



full smount of the note and 17 ho wishes to have the use of §100, he
mﬁ arrange for u. loan which will sover the §100 plus f.ha discmﬁ
| ‘ami Msh&z' nhargas.
Sm banks guote a gmﬁuataﬁ rate as 4o some personal finance 7
. -cma;:ﬁmies. For exsmple, oa 8 Yoan of s'fsa, the pﬁr‘bian of the loan up
| '!:s: an& im‘lu&ing m earxim u rate of § percent, end 5 pemeni; is

, cha:ga& on the gorﬁon above %5@3. ‘ , | _

m'bas on consumer instalmnt loams DAy vary maréing t:s !:hne

'aw:mi: ef tha Im and’ aefsovﬂin‘, +6 the typa af loans ﬁzﬁwﬁ also ‘vary
ampnz banke in the somo compmmity snd enong hanka in different garbs of
~the sountry. m aiaccmﬁ rate mst freguently uae& by tmrciai ‘banks
is é"gammﬁ especially in the oxse nf 1l loans. In aédititm L
_eharge for iﬁsumce ia often mede and ame bauks also include an ima—-
%igatian fee‘ |

, N &nnsiéerabla varia%ians in i:he digoount rates eharge& in difn
ferent sectims of tha conntxw wy be nateﬁ in the funm:xg 'be.'ble. Dig~
_oount ratas appesr to be highent in the West North Contral an& West South
ﬁen‘bral rsgiana. ‘msy seem tﬂ he lma‘k in tha Bew England nné Hiﬂéie
At‘ianﬁia regim whem the gvv_m_s.ga raﬁe is 5.? percent. In an rsgioz:s
the s:va‘-ags ‘1‘&‘&8 on osnateml loans wig Imr than the average rate
\for cn-‘mkar or sinﬁla»m loans. This was also fazmﬂ. 'I:o be true of
»' ‘lcams: mde by Eichmmi, District of ﬁaiumbia, and ‘baxﬁm in n%ker cities
 recently contacted in comnection with this study. It was aleo fownd
i:imt 'ea?&ker loans are often made at lower rotes t&n‘ sixigze-vmm Ioans

and that discount rates of small banks are higher on an average than



NUMEER OF REFORTING BANKS CHARGING VARIOUS DISCOUNT RATES .

ON CONSUMER THSTAIMENT LOA¥S, BY REGION AND BY TIPE OF LOAR®

Rate per emmum

Fumbey | Rate
. N of ' »
ot 9% |65 |72 | 6% | 68| 4% | banks - | Aveyp~ Stande
Region and arnd | reporte ageg-" ard”
aver erf ing .
8ingle~name -1 3% 3 37 548 B9
Co=malker 1 4 3 45 8.0 5.9
- Collateral . 1 301 1 43 5.7 b7
- ¥iddle Atlantic v I : e : )
~ Single-name 1 108 12 1 123 5% 59
Coenalter 1 122 13 o 138 549 5.9
Collateral : - 88 21 8 1268 Be7 B8
East Horth Cenbtral ' :
Single-name 1 € 36 66 8B 7. Ged  Gu3
Commaker 1 6 38 171 % 120 6.3 £43
Collateral 1 4 1y 69 25 1 117 8.0 840
Wiest Horth Central -~ ‘ , R
8ingle-nama 6 3 2% 1@ 2 2 81 T2  TO
Co-maker § 3% 18 24 3 1 84 T 7.0
Collateral 3 21 11 % B 3 8L 6.8 8.2
South Atlantic . v ' ‘ - e
Singzle-name 2 7T 5 52 4 68 8.3 8.3
Co=maker 2 7 4 59 3 .75 o8 B3
Bast South Central - ' : o - .
8ingle-name 1 5 15 19 a7 Bud
_ Coemaker 1 & 16 23 BeT 644
~ Collateral 1 4 1 17 1 24 Geb 8,3
West South Central : : _ R
. Single-pame 12 10 1 5 3 53 8.0 8.1
Commoker 13 12 1 6 4 36 T8 Bal
Collateral 13 T & 12 3 37 7.8

T+7
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iw;&fpur annum- mear 3@.
megton | 9% | 8% |7t |e% | 52| a2 vanks “Stang-
e , and . and | report~ a.ge ard®
e ' over| 1 vudey| ing
Yomiain L o : o o
 Sinzle-name 8 8 2 2 7 22 . 7.0 6.9
Co=makoyr 3 8 2 & ® L 23 6849 8.8
Collateral -3 4 8 .3 B 1 22 6.5 6.3
Facific | - | o s
- Bingleo-name 3 7 1o 2 . 22 7.0 T2
- Cow-makeyr - 4 6 iz 2 . 24 7«0 Tal -
 Collateral . 1 5 1 11 4 ' - 22 6«5 646
A1 Roglonms - R = |
8ingle-name 30 74 66 308 41 @ 3 522 6.6
Co~maker 29 79 B9 353 46 1 566 B.5
22 49 39 328

Collateral 91 15 544 8.2

' “m Table 1s based on data mmam b;,r 500 *banks imiaad in varim
parts. af the ecmntr;r.

, hIn the eeﬁut&tim of thn average, rates of 9 pemou‘!: end over were
~counted s 8§ percent, mud Tates of 4 pereent and under as .23 paronn!:.

Ohese standard rates were cbtained as followst The average rates
charged by banks in any size class in any region were mighﬁe&, not
by the number of banks in that size class in that resion, but by the
' nnmber of ’banks in that size olass in the entire country.

Smm:et John M. chapmn and assmiam, Commercial Banks tmd cm—-
sumer Instalment Credit, Table 42, (Fow York: National ﬁm&n of
?Bnamlﬁs%aeareh, ’EE: 1540), P 148.




‘thjsse‘ of large banks.

. The Southern Bank and Trust Company of Richmond, Virginiae,
mYkes what are tarmeﬂ R.R.I.4+ loans to individuale.? Wo co=makers,
endorsers or collaforal are roquired. The losns are mede in smounts
up to $750, and aro payable in monthly instelments for a pericd of
one yoar or more.” The interest charge on R.R.I.A. loans is 5 percent
por annum, The borrower also pays & sus amounting to 3 porcent per
-annum on hie loan to cover his promata share of losses that nay result
from R.R.I.A. plan loans. After the loan ix paid in full, & refund is
made to the borrower. T}ze ampunt of reserve refunded &spenda upon the
losses suffered by the berk in making thess Toanse®

If an individusl wishes to borrow 2100400

Ho sigus a note for $108.00 (the amount of |
the loan plus $3.00 mﬁém}'

The benk deducts the interest for one year §5,00

Deduction for insurence 1.00
! o 5'00
“Borrower received in cash s § 54,00

 %pegerve Refund Income Advances. |

gﬂegui'ation W as amended Iimits the period of consumer instalment Yoans
to a maxizum of 15 months when such loans are for the purchase of auto~
moblles or motorsycles and all other consumer instalment losns ere
lintted to & meximum of 12 months. (The regulation apglies to loans of
£1,500 or under).

%urin‘, the peried - an 6, 1941 %o July 31, 1943 the average yofund
- off reserve for every $3.00 sot up was 2267 0 net oaeﬁ to the borrower
of $0.74 per $100 borrowed,



The loan is then repeid in 11 monthly deposiis of %&.&3 each
and a final payment of %céﬁe If‘khs losses to the bank on all 'B.EaI;A;_.
loans amount to less than 3 peroent, the benk then sends the borrower

& check for his proportionate paﬁ: of the reserve. The averags eo“sﬁ to
the hmmr on thess loans up to and imlndirg July 31, 3.943 was 36.74
for sach $100 ‘bﬁrz-md;' RsRelsli. loans are available to anyone who has
& steady and adequate incoms snd who has a good eredit record.

To consumer loans of $1;5na or more seversl Riclmond barke
e.pply a dlscount rate of 4 pement. &a loens nf lesa than §1,500 the
rate 1z 4} percent. ,

One of the larger Tichmond banks makes co-msker loans of 4100
to §500 at a rate of $6 per §100 loaned por anmum. On lomns of §500 or
more the rate charged by this bank is $5 par $100 loaned. Gellateﬁl
Yoans are mado at $5 per $100 loaned on losns of £100 4o £500 end on
loans of $5m or more the rate is 84 per $100 loaned.

Another large Rlohmond bank makes unsecured loans on the
folloving basise | -

£299 ‘or wder 56 per $100 loansd per anma

£300-8490 g5 yar $100 losned per anmum

3500 or over 34,50 per $100 losned per amnum

A raductio%z of ons=half of one percent is made in %lwﬁ above

rabes 1¢ the loan is secured by collatersl, = | |
A pdnimum charge of %4 is made bya ztmber of banks on cone
sumer lmsi

In&iﬁdmis have froquanﬁy found it necessary to borrow on



thelr 1ife insurance policies. In the past most of these loans were
nade 'b;r the insurance companies vwhich 1ssund the pﬁlieies, ana tz;e

. rato charped was usually 6 percemt per anmums. In recent yearsm
of the comsercial barks hgvs entered the fleld and & nucber of f:%m:a
Eaxfe:s now grant insurance Iaans at 4 parmnt PET AN,
Imstigatian Fan

In Btates whers such fees are not prohibited, mny ba::.’n make
‘8 eharga for oredit imstimtian.» Soms banks call it an investigaw
ﬁitm fss, ui:hax-s osll it & service fee or aan-lw charzoes ‘!hs sharge
for invostigation may bs a flab Pee of 60 sents to 85 or 1t may be &
cortain porventaze of the loan, Several of the banks um:s‘béﬁ in
commestion vith this stuly made no charge for Lnvestigation in addie
tion to the regular discount rats, others charged §l1 or .52.. | Mhrg&
Washington bank charpes an ia#asﬂgatisu foo of 2 porcant on c%r
Toans up to and insluding $150, when such investipation is necessary.

Charga for Insurance

Somo banks make a charge for insuranes when granﬂng ingtale
‘mn‘k lm. In the oase of single«mm loansg, the insurance pr'o%aata.
the borrower's estate i.f the borrower's death vocurs before he ccﬁpl-ef:u
the paymonts on the loan; the insurance company will pay the lean in
full and the barrmr': sstate is relisved of payment. The inmrsmn
yratauts the ao-maker when the }.m is a co-maker loan, | o
-~ The charge for insurance most emnly used by bmrks is 1 per-
econt of‘_ the amount of the loan per month. However, some barks sharge
‘as iii.;tle}r;és 50 cents per sm. Advanced coveraze is _ﬁb&aineé by the
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barks from life in#umaé companies through group insurance puliéiasw
Some benks meke sing!gcmﬁze lﬁaﬁs: under plans similar to the RJE;I.A; .
‘ gi%z,n, described earlier in t%aia ci%&p*:e;t, vhere & razém;_’fee is ehargs&
in addition to a charze of £l for inswrance, Tho majority of ‘bankn
mmglyixg deta for thls study require the hmar to pay an insura:wa
fos vé&en granting unseoure:i loane. Insurance on co-mker losns ispp-
%tional in most of these burks. Tha sost of Iinsurance to the bank ls
ss@tinws 1633 than the rate charged the borrewer,. | | |

;The right of commercial banks {o make such charges es inves-
'tigatiqn'fees- snd insurence charges has been gquestioned ‘by other cone
.sumer credit agencies. The Miecsissippl Supreme Court recently expressed
the opin&.‘o# that | | S

"ghatever may be its ‘eupmmy; e service charge is :aemvi:hh_:’g g
which the bank requires the borrowor to pey in order to
have the loan or accommodation, and therefore 1t is interest
under another nsme; and whon more than 8 perosn-ih por enmus. |
ig thamby 'hakan or stipulated, it is usurious.”

A foml eyinian rendered by the &tmrm Gonoral of the State
of i’amsflmnia in ,&gril 1940 ragardiz:g the iegality of charges made by
banks in small or personsl loan transactions of a fen for "insurance™ of
such Yoans may also be oliode It wan stated thet whon & party 18 -
;}alloc‘! to pay for e suroty can{:raet in order %o obialn a loan, tha trans-
action is usurious and the benking institutions should mt be ;:ermi‘btad
45 meke such charga_s.

SCemnemarbh of i’emyhania, Departmnt of dustioes, ?arml Opinion,

Hoe sss, April 20, 1940.



Panai‘by for ’Beiinque_x

In some States a 5515.}1&;!}6!1‘5 borrower is gmn*bed a grace pariad
before any fines for delix;quency may be levied, This grace permﬁ has
~ been written into eax-ﬁein laws to ;;rdbéeﬁ the borrmr who has mailed
his check or who wmas mbﬁtﬁ to reech the bm:&: in order ts make payment
on the loan on time. ﬁ:e grace period is astmlly from three to six
days. - |

Belinqsxemy penalties are Wmd by the majority of banks
'i:; order %o help eov#z; the ccsf %o the bank Qi" such delinquency and
also to disoourege ﬁsiinquent pajments.  The penalty for delinguency
is smaetiﬁes #zgmseé as é percentaze af the da}.inquent payment; as
a flat manay ehargm -3 aharg,e in yregartivn +to the numb&r of days t*imt
paymem are ﬁie}.ingnant; or it may be o charge basad on tha mmber af
&al-inqwamy natines gent to t&m ‘bnrrmr. Delinquency oharges are not
uaua.lly over five cents par dnilar on Ia'be Wﬁs;
Eei‘més or ﬁabaﬁea ‘

When a Icm is paiz! off ‘befom maturity a refund of all or
pnrt of the mameﬁ discount is made by the majority of hanks. Bow
fnmis uf ona~half, me-»'t‘zirﬂ or threa-fourths of the unesyned discmmt .
are made by soms banks; cthers refund at a luwer rgte than the dispount
ra*:as ‘and still cthqr banks réfunﬁ that portion ,ctv‘;thc ﬁnsamaé discount
in excess of the mhnimes charges ) | ‘

| A Iarga Richmond bank refunds one-half the uneamd intsraat
on & }.aazz haveing & mﬁm-ity of one year which is pald up in six mmtshs
‘but mskes no refunds of 1asa than tvm dollars in azauuntf In calcul&’b-
iag rafumis it is mssa&ry far t%za barks to ‘bnke into consiéemﬁcn



the um;uisitizm, collseticzn, and geaaml mrhmd costs; therefore

rei'tmds of mly e pcrtian of the mamed discount ars made,
Xethﬁds for Determining Rate of -mmrge on -mmaié Balanse

| - Fhen a commercial bank amploys the éiswtmt mathod in mﬁtg
. gonsumer instalment loans, the bgi-rmr pays interest on the full
amount of the };aﬁn for the e‘ni:‘i:al poriod of the lvan. For éxamgle; an
instalment Ioan of 3100 is nade #i; 8 mfa- of %8 pter gﬁnﬁmd, per P
The bank deducts {6 ané the borrowsr recsivea £94. Tho vorrower is
yaying interest on $100 at 6 yereen’k per enmmm but only has the use of
the unpald monthly balances as he is making monthly paymenis on the loan.
fThe rate of charge on ths unpaid balanos, or true interest
rate, a9 it is aftanéxérasseﬁ; mey bs éeﬁenﬁm“by the -nse of various
formilas. The barking comsissionsr of New York State suggests that
banks opemting psrmnal loan depsrtaents use the fonnaing formulas

B(H41) )
2}; + R(fﬂ-l) v
-,n > the z-aﬁa of diaacxmt for ‘bhe pariod nf the loam
. R = the rate percent per anmum om the unpaid 'balm
‘5;‘..; the aumber of paymnts required |
E-thanmberofga}matsgeria&siumym |
Applging the formula o the sbove exazple, D = 6 percezr!: and

ﬁm equaticn would reads 0&6 - 3(13 + 3) - R mul& squal 0.11?8
24 + r{12 +1)
ami the raabe of charge on the unpaid be.lanea, or trus interest mte,

_ Awould be 11.?8 percente _ o w0
Anc‘l:lmr nethod which may be used to determine ‘!:ha rate of



charge on the unpaid balance is the constant ratlo methody

. I
Rate 3 3‘5-'
s Gl

I3 the amount of money deducted from the face of tha
loan as interest
n 3 the nwber of equal monthly instalments
P = the mmﬂ: actunlly received by the borrowers |
In the case of a %1&} loan at § percent per ammu,.‘io be
yepaid in 12 equal monthly instalments, the bank deducts $6 from the
face ﬁf‘ the loan and 'Ehe horrover racaiws g%; Using the constant
mtio mathod to mteréine the rais of -awrg.;e on the uvopaid ‘bﬂm&;-
-~ +he eguation would read: Rate = .i.z?;}.f. % ?im rate ?f‘cke.rgaf on.
the unpaid balance would ve 11.78 percents N
If a cherge fcr 1mranee is made, the total ecs{: to ths
borrowsr would be 1mraasmi by that amomnt. An insurence fee of §1
would increase the rate of aharga to 139 per&ént.nf; the above loan.

If an imatigatiut;fae Gf %1 ;is aleo a.dﬁesi,_‘ the rate of charge would

be 16 perocent.

 Comparison of Fates cmgoa by Principsl Lending Agencies
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The ra%:es 0herged by u@mminl ‘banke on instalment loans are

}.mr than these cﬁargad by pmmml fimca companies or inﬁusﬁrial
banka Discount rates of Iarga ity 'banks are often as ?tw 1 3 5% or
| '7_4 parcant per amus Thesa lower rates are possible chiaﬂy‘bemm
| thas ¢mrsia1 banks have ‘hha uge of aspositora' fmzﬁa at }.nw post; .

mmad costs of -emmial banks may be shnrsd by the jvarlmxs depart-



ments ﬂfy the ‘bank; and the banks ‘sam higher inoome grd&:ps and thelr
mtalmeat lms are ’larésr on an 'awrag’e than those of porisomal finance
aeapanies ami, in some inatances, mdust:rial bankp. i’hay are also more
selmﬁw i:: i;hair ahniea of risk, taking tmly the better ﬁsks, and
thetr hssas are thamfcre Iaw. creﬁit tn:dm make oconsumer laans at
rates equal 'I:a or lmr thon thm nf commercial banks but they do not
have the facilitiea to epemi;e oo & larze aea}.c. They ars formed by
) geap‘ls who k:mu sach other, work together or are menbers oi‘ the same
nrgmizaﬁim.« Thelr loans are sma‘ller on @n sverage than those of '_ |
&emercial baxskss ?aixm%:ear sarviess by the members of the uradit
mim help to Eeay sosts per 1&&:1 reiaﬁwly Lowe

In 'fahls 3, which appears on the following paga, an eatimaﬁa
' ,ef -t:hu common: ehsrga and range ef charge for each of the prinsipal con~

C gumey oredit agmies is gim.
Bank Bates on ﬂing};&-?amnt Loans

| aingle~9aymni }.ms or &cemnd&‘hion loans, as they are often
: &aaim' i ,'h-g the banks, are mée at the greminng rate rar aman em-

mreia‘i hazia. ﬁm comon rate ia § percent.
Bates for Sa‘las Fimneing

m rate of eharge i‘m' ﬁnancing the purchase uf new gulomow
‘hihs or hausaham sppliances directly with the bank by the yurchaaer
veries m, is usuelly sround 5 percentg The rate of ?charm for financ~
‘ %Mﬁ ORYS MY ba,gbe:m‘aé' tﬁat- charged on new cars or 1% myba )



TABLE 3
| CONSWNER CREDIT CHARGES .
(ﬁhan ﬁomptx‘bea on ﬂaclinin,g Balames} o

{5oman etm-gé Range of charge
(Porcent per year) (Percent per ym),

Credit Thions - ' 12 6-18

" Personal Loan Departzments of

Remediel Loan Assoofistions® :

Pledges : Ju38

" Chattel Hortgages and poemeker nutss T 1530
Induetrial Basking Companies 1’1’ 12.34
Pawnbrokers ' 38 24-120

Personal Finanes t‘.'faspaxzias o 36 12«42

Tllegal Lenders® 240 7&?20 {or mm}
Finance Companies and i&ercham:a '

selling on instalment plan A 0500

8s single ussaciaﬁan in Rew York, which makes loans at & rate of
- three-fourths of one percent per month, made two-thirds of the totsl
loans of all remedial loan companies in the United States in 1938,

bﬁw range of a!mrgés for illezal lenders wae estimnted at 80-1200
by one writer. No such esﬁimta was found alawhare, howaver, and
it was therefore not included, -
Sourcer This table s based on aatimtas made by other writers and
on information ebiained from varicus banks and finance company officials.



gidghtly higher, depending upon the age of tém % |
| When commercial banke finance automotiiles in mecordance with
2 Dsalor Plan, the purchaser fof the automobile usually pays & higher
rate than he wonlé pay if he fimnee& the pumhmse direotly with the
’bax:k* The sharge 4o the gmhasar in ueuslly 6 percent as wm;mmd
wlth & rate of 5 pemsnt on éimt ﬂnaming.

“Insuranac | ' o '
It i mstmry for ﬂm ‘hark to mquim the mzmhase of i‘ir&,
ﬁmrt, ancl eo}.liaian i.nsuramw on the autombi!a by ti::s borrmr. The
| ,c*mice oi‘ ingurance agent is optiml with the ‘buyer ‘bui: ‘the baﬁk or
tha éaaler -nﬁan acts ag agent. The in&mzme foe is usuany aﬂ&ed to
the face amt of the na%e and imin&ad in tlm regular mﬁhlypay-
manta‘ ’%iwn iast&lmfs paper S.s zeaured from a éealer, the 1nsursnce
ummge is aimi}.ar o thet in direst financing. The insursnce fee 1:
usuauy quoted aeparaﬁe}.y, and t&a borrowsr miy solect the agent or the
 dealer asts es insurance agent ir nemittud by State laws Ban.’«:s often

' glme a!;I of their insurance uith ong or m sompanies, as this enables
' ‘tm *be reduse aaeomzﬁng cnats am! méita sat*tlemnts.

lm Rates to Gf:hsz* CGonsumey Credit Agencles

 Interost rates on bank loans to sales fimance sompantes vary,
but many of these loane avo made at 13 percent. Bates to small com-
;mxiex are ganerally Maher than thosa ‘to large companies.
| me rate on loans ‘.-.a personal ﬁm emyaaias are usually

v

‘ higher, as a. mle, than those to sales finange companiese The rates



&8

- run from % i:a 5 pemsnt put the everage rate is a}.i;;hﬂy léss than 5

B ‘pament. i

Interest rates on luans o im}ua‘krial Yanks vary from 1& to

B :mrcmt O OVOrs
mmm Yothod v. Simple Interest Method

m:jéeﬁons to the diseant ﬁe‘kheé bave besn volced by varlous.
Andividunls an«ir Agrcngs. I’érsonax finance ce&panta# would 1ike to zes
'I:hs émn‘aia.}. barks adopt the simple interest method in place of the
discountmplus method now used by the majority of banks.®

The aixapla—intemst ﬁatha& was presoribed in 1916 in the
first draft of the Uniform Smll Loan Law after having been trisd out
for several years in a faw of the larger Stetes, VWhen this method is
uasd; interost is not taken in advenve or cemgmm&ed-‘but is compq'éeﬁ
on unpaid balances of the principal a.nmt "méei?e& by the borrowers
Yo other sharges mey be contracted for or received, maptii'ees sctually
and mcesaarii; paid out to e public officer. Thirty-six States have
adopted statutes which embody the essemtisls of the Unfiforn Small Losn-
Lew undor which persomal finence companies. operates |

Those who attack thé discount method say that banks, when
"they entered the coneumer instalment Loan business, tried to adapt it
+o the diacmé gian w}ﬁoh had mr!wd well in the comnercial loan |

m diseountnplus mathod is the praotiue of deductm the mi:e of
disoount plus other charges such as investigation fees, 1nsumnue,
end 86 f:srth,, in adwvance, from the face of‘ the note‘ .
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 business but that these two credit fields are essentislly differents
" that consumer loans are ropaid in mwmts and the amomd of money
of which the hamr has ths use, decresses from month to month and
_therefore the only acourate mﬂw& of stating the charge is in ‘hsm#
of an all inolusive rate, & éarcsntage of declining unpaid balances, .
The oblef cbjection to the discountwplus method 1s that (in their opinn
ion) it conceals the true rats, and that conceniment enables banke to
"_avold the sdmlsgion of usury.? The banks, howsver, uphold the discount
methiod, maintaining that it is readily understood and that they have
found it satlsfactory. ‘ - -
The 1942-1943 ierlslatiw sosslona were tha ﬂnﬁ in which

+he dissount method wos reslly e!:allan,ged by expononts of the einpie
intorest method. Such a cballenge was made.in 8 States, Commeoticut,
Indiana, Towa, Kam‘meky, Hitsou:i.; Hebraska, Now Jersgy,_)anﬁ Wisconsin,
The simple interest method won epproval in Eabraska but .failiac_! tz; &o

8o in ’ffiaémin.‘ Disoount was retained in Hew Jersey and Connectiouts;
and in indiana, Iowma, ‘_Kan%uéky; and Missouri, discount e.nd simple
interost wore both rejected, _Iegving the banks wlth:mt definite legal
authority regarding instalment loans. '

?B‘ Be Eea&arson, Chargaes on 3m11 Instalmnt loans to cmrs, An
Open letter from the President of the Household Fimance Corporation to
Amsrican Bankers, April 2, 1942, 21 pp.: Robert K. Henry, Porsonal Loan
Lezislation for Banks, Reprinted from Mld-Western Banker, Decembor 1942,
% pp.s Phoips, Clyde wiliam, The Pour mghts, Reprintsd from Banking,
Ootober 19&2, pe 32, _




- CHAPTER VIX
cassm CHEDIT FRGH THE BASKS' VIEWFOINY

Although barks ars to some extont institutions of publis
$rust, they are also business renter;)riaes which, in order to be suce
‘ceuful. must operate at a prai'it; The cost of consuzer érodit i‘im:m-—
_ ing hae an important bearing upon bank 5.neem from such aetiﬂtieh |

' Other consumer landino azencies have si:ated that the cmmial banks
do not elways allocate to consumor instalment Im,;ancasts comnsoted
with ths granting of such loans. | -

ﬁmmr Credit. ﬁe:ta

m aost of ax!:ending consumer credit iz grester as a rule

" than tha oost of granting business loans. Conmmer loans are usually

much smaller than business loans and the cost of grsn&ng ons large
loan is less than the costs ineidant to the granting of a considersble
muber of small loanss |

A large proportion of tho commercial banks engaged in consumer
londing mctivities do not operate jl;reyarate personal l‘.u’an' ;ﬁepfarmentgg
The 'baﬁks. which do have ssparate personal loan departments can sllocate

coate more ;aasﬁ.y than those which handle all or part of their consumer



,Ioané in conjunciion with ct’haé bank opsrations. It is 1mp@r£nnt hm-n- |
mr, for banks to aatemiae the cost of making consumer lonns .’m m-aer_ '
that they may know whether such loans are profitable and sles that they B
my ;*ravide sush credit at o price the public is willing and able te
Costs vary amg banks ,’ and within the saxe ha.nk at diffarsﬁ&-
‘levols of loen wolume, Costs also vary for difforent types of loanss
' The average cost per conswmer loan r&#gss fron $5.50 to §7.00 and soca-
sionally higher. Salary is the Iargast itom nf exgmsa. ‘Salaries con-
_stitute ‘onethird to um-mlf of total aosts.g Inmn{:igaﬁim, éieburso-r '
ment, ccﬁaation, and overhead costs are about the ssme for e $50 loan
as they are for = 51,903 loan. Emr, the sost for nwéi.t 1mat£g&*
 tion may n_o'h be as great on the larger loan &s the borrower of £1,000
usually has a&équste security vhereas the mﬁ loan applisant may have
no security to offer, in ﬁﬂch ocase his eredit record must be chaéke&

nore ea‘faf‘&nys The cost per ﬁona.r of loan pade is lmr on large

Ioaxzs than on small oanss ?xﬁi‘ita‘bnny increagen with sine and Iangﬁh

of nete,? The cost of making loans *t:emis_te be invorsely prngm;mam
to a iez’ﬁar"s 1@2; volunos | » |
In mn banks or bapks whore the velume of consumer loans
is emall, such costs as light, heat, telephons, and even salary end
equipmxﬂs may not be increased as a result of consumor lénding operss~
tions, | |
| mnks npemting parsoml loan departments gemraliy charge
a1l direct costs to the department. Indirect costs, or general svere



head expenses, tre uauany ymrabe& anong the wvarious ﬂepartmenta. T
In sxaking a ccst miysia of the consumer instalment bndiag,
activitios of aomreial ’hanks it s adﬁsa.b}.a to &temim the aaqai-
siﬁon anst par loan and ths coilmticn cu:aﬁ per ins‘bslmenﬁ, apd ta
allooate a proportion of genez-al overhsad expenses to such Ine.naa The
evsﬁ of the my lnanead, that ia, the in‘b&msﬁ paié. to éenaaiturt for
i:he uge of isuch I‘un&a; should &15& be txken into cnnsidemtiam}' o
k | &oqnisit&.nn tzas‘i:s ineluﬁe sush im &8 admtising; tim
;rinting e£ agpl&oa‘!:iaa fcms; :mte forns, eentraots, cn-mhar state—»

o mnta, raf:a c}xnr’!:a, nm};on books; Ie&ger oards; and ehscksa ﬁcauiei& 1

'!;ian aoeﬁa alse tnsluéa & pcrtim of f:he saluries of Toan afficers and

| -clarks handiing ‘the lms, adc}itiml telapimms, cost of credi‘b mor'ba,

&eska; i‘ﬁing ca‘!sinets; nfﬁ.ce mohinsry, and '!:he necessary space& A
Iax-ge prnpor‘hiun of the hszrmra #ro peo;xle who are not w’ular sus-

| tmra oi‘ the bexk and eredii: 1maztigation ami e@ansion of oz'edit |

.ﬁles are %herafam neeesm'y‘ iﬁequisititm cost par loan *mriss from "
one fsa five dsilars or mores |

| cﬂieotinn casts imlu&a tenm* and bookhapera* salarles;

10@:-3151 banks by having. accoss to the ﬁaposit"ﬂmdk of theirr

depositors obtain a Yerge share of thelr working capitel at low cost.
Ssles finmance pompanies borrow & large share of thelr working capital
from commereoial banks and persomal fimnce sompanies supplement their
own funds with commeyoialbank loans. Industrinl banks and oredit
wions alse borrow oocasiomally from commerclal banks. The cost of bor~
rowing. from the commercial banks must be inmcluded in the cost of meking
consumer loans by these agenclese This 15 one of the reasons nhytha
banks e2n mke consumer loans at zmr mtes than. these ngencie!u



aﬁiﬁng pxpenses, collection expenses, ts-léphaas posﬁsgé, s%ai:iunery,
- snd logal and travel mez:saa; Colleation cost por msmmnﬁ rangas
i“m ton to i‘if‘ty osnts, or :anra.
7 - General overhsad oxpensea include heat, Iight, pmr, sa.larias, r
and fees of oxsocutives and ﬁim‘hﬁrs, depreciation end mrtizaﬁen of
bnildings and fixtures, associatinn chms, eontribntims, conventiom
: .‘W“’”* _ :
| The Bresk-Even Polnt on Consumer Loans
In order to detormine whether & loan is profitabls or wmpro-

'ﬁé@k* to & bank it is important to know the break-even pos.n:t, that is,
i thagaint st which the gross charge to the customer for ﬁw loan is just
kufficién% to sover the aagni'siﬁm and collsction costs plus & pmpnr—
: timta skara of general mr}tea& or other sxpenses which {sannoﬁ be aias«-
sifieﬁ as & poer loan or per ins*ha}.mnﬁ éxpenses A loss rasults ta ﬁm
bank whon the gross charge for the lcan is insufficlent to cover 'bha cost
of weking the loan. The bresk-aven polnt varies from nonth to momth but
it can be esﬁmtea roughly. 1f, for example, the mcquisition caﬂ,‘:tv@r
lﬁan amuni:a to $2.20 and .the.denactién cost per instalment is 20 cents
or §2.40 per 12 months loan, and to thess two costs is mdded $1.20 to

' Acmr o pfepcrtiénaﬁ;v share of general overhead expenses, the brsék-m"
 point is 35.-86‘- A loan with . face valus of 5116 bearing & discount.
“yate of & pereent would produce & gross inoome equivalent to this break-

ovon. pas.nt;zz

“ gﬁa rate of charge on the unpald balance is not tsken into considera
~ tion bers. See Chapter VI p. 63. :
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Barkers often say that they make consimmer loans of less than
$100 in smount but they imn}.d yrafér not toy thet the grénting of such
loans is & park of a ba:.ﬁf:‘ﬁ geﬂdawin policy. Some bankers say they

'.ﬁiﬂi}:@a to mke & minim eharge of %4 to §4.50 on loans under sme but
they must do so in order to help defray exponses in comnection with sush
losns, If n bark grants many losns bolow the break-even pnint it n#uy
find i1 mseasaarg to inorense tha interest rate on nnnmfi‘habis amall

' lnana or xm all loans; or it m‘g find 1t necessary to lower nparaﬂng

expenses; or discantimxe ming, small loans, -

 Automobile instaIment paper probebly carries not enly & Yowor
psr&ﬁi{‘isr but also & lower par unit cost than the usual consumer 'instala.-
gent Ioan as the average size of en sutomobile-finance emﬁctis- . |
larger than the aversge consumer instalment loan grented h:: commeroiel |
bankse | ’ |

Gross imemej. per $100 of loan made, runs highar on consumer
lwans than on othar ‘ixank lnans mﬁ investments, Hmvar, ewquisiﬁm
and cn).lac'hion eosts sre higher on consumer locans, The greater part nt"
the inem on g¢onsumer Ioam is da:'lw& from discount or 1n1:eras'b
c&arveﬂ and the balance comeg from such chargee as oredit imstiggﬁnn
i‘eas, &ennqmy fines, and the differem batmen the wtml caat of
the inszrrame and the 1nmran¢a foe charzed by the hani:.u Bervica chm-gaa
are nnt pamissi'a}.e in some Statas,

- 411 banks do no’h follow the same praeedure when ﬁwy eradit



Yoan oharges +to -an sarned income aceount, Bome bavks oredit the entire
’ hazz charge when the loan is made; other bé.nks oredlt aquai portions of
the smount of lean charge m'a k&:ai’ly, wookly, or mnnthlg 'baai%s;‘ end ”
still others use what is known as the TBths method, When this method
is used, the bank credite 12/78s of the loan oharge at the end of the
firat mnﬁz_i‘if the loan is to be repaid in 12 equsl monthly Instalments;
II/?S'B is creﬂita& at tixsé end nf’ the segond month, .. ;»and at the
_ond of the twelfth month, 1/78th of the loan charge is credited to the
sarned income accmt. |

 If the entire lean charge is oredited to the earned incoms
} aacsun‘br at the time the loan is.maﬁﬂ and the loan is to ruu for a period
of 12 months, earnings on thé loan during the remsining months are anti-
cipated in advance. This is oot a good practice, &8 earned income may
not actually squal the charge made for the loan at the time it was
grantedy the loan may be paid ‘bofore mturity and a part of tha charge
refunded. am eaznsﬁ income on an consurer loans during succeeding
nonths my é&ersase because of a deoline in total consumer loans oute
'k standing. The sacm:é mthoé,mderestinates earned income during the
first seversl months of the loan and oversstimates it during the remain-
ing mn‘bhs.‘ Ehs ‘%:hir& mathod wmﬁd appear to bo the best of the three
mthode, as tmder 1t carned imom is proportioned to the ocutstanding
mofm}'m‘ L e

As commeroial hanks ‘I’:o noﬁ erploy uniform cost accounting

mothods and many barks do not operate separate persem}. lmn depart-
ments or keep consumer oredit antifeli separats from other bank opora-
tions, estimates by individual barks of profits derived from oonsumer



Hnredﬁ: operations lack an agcurate basis for aemgarizum =
| In 1942 net profits of the 13,847 lumured commsrolal basks
fm all BOUrces, after taxss and before dividonds, m@maentsé a return
of 8.3 porcent on total ea;:ital funds‘ This iz slightly less ‘than ‘the

‘ return for 1941.
‘Bffests of the War and Wartime Restrictions upon Inooms

c&;‘-taiiea Macturéﬁna sale of Eumbia gumia;. aﬁa@@
- gcvemmaat sontrel, and the induction of young men snd mn into the
| .amsd foroes, imve resul’bed in changes in the consumer are&it pictnre
: uhich have besn rsflaotaé in aneratin; costs and imazae. .,
| » - In maay of the persona! loan aepartments which &a& a aizabla
- Ican vulm ’bafnre mr‘&im rastmcticns were i@e&e& specialie“&a mrs
1:1 chargs of tha various eredit notivities of these ﬂeparﬁmntu Dew-.
spite the raduat:ian in Iaan vnmm these spaeig}.ista wore ra‘baimd by
. maxny ‘banks and thair sslaries are oub of Iirm with the i:ype of war}: now
i bei:g gerformdg It is uaua'ﬁy zm‘b pnssi.ﬂa to reduoe the oos*b of per~
| sonnsl ond lspase as rapidiy as loan volums decreases. Furthamoﬂ;

‘ meny ai‘ *:.he ‘bm:ks had npent much time end effort in %raining s'ach por<
- aamza}. tﬁ besoms experts in tha consumer erad.&t l‘iald end wors haui‘bant §
nbcmt dispansing with thseir servicasg '

‘ ﬁdvertising aosts camnot bo rednced quickly because contracts
. wre, usually made for a éefini'he period of times &miaﬁy 1s thia tros

Spelease of the Federal Bégosit Ineurance Corporation, Jume 22, 1943,



: in the gase of redio prcgma- wﬁare 2 specific time may have ’oeén an~
gagaﬁ by the benk for a period of yearse-

The general shurtaﬁng ni' terms and tightening up of restrin-
tiona on the rewriting of nmr oblizations tend to inerenss costs
because of the added sequisition cost in relstion to total earning on &
gﬁtn sbligation. , »

. tha ’avezage age of borrowers has incressed and this, adéeﬁ to
" the stress and strain of war sud deaths resulting from the war, hae
brought about e sharp 1mmnsa_-‘in the nﬁ:s’bar of deaths amemg %pm#erh
The incmg.seﬁ deaths have hed a tondensy to inorease inaumnﬁé pmim |
z‘;aa*hs_ on consumer loans. | ' ‘ |

Losses resulting from conseription and enlistment of men vin' |
the armed forees have sdded ia#%ez;isny to normal credit'lo;sas but these
have been nffset tu soms axtent by the ablility of the banks to make |
mmriua on old charge=offs.

| Salary increases nnﬂ the loss of efficlient mp}.oy&as iuve
tended to imsmsa naats;

Automobiles are now sald mizz.‘ty to defnnse workers and atbar
' individuals who have a large 9orﬁun» of the purchase grica in cash aml
this tends to shorten mturiﬁea m:d reduce the amount meﬁeﬂ rar £i~
mming, even with inereamd mle prices. B ‘

~ The prepayment of ahli,;atians which would nomlly be on the
bookas for & mush longer period of tine also tends to reduce the incme"

of pérsaml Joan deparﬁnénts‘;



Losgos

Losses resulting from consumor credit transactions depond to
& great degree upon local sconomic conditions and upon econumic cmdj....
tions in gengrai. The abi’lify of Ieﬁéing officers and bank committees
to judge risks and the étﬁcignt operation of the collsction department
are instrumontal in kegﬁing 1083%8 2t 2 minimum. ZLosses for all banks
. aversge from one-quarter to one-half of one percent of smmual volmae.
One ’oank with a consumer loan volums ci‘Ahm million &ollars in 1942,
~esti§ated its losses at approximately §300, S 4
Many banks dispose of repossessed automoblles imdiatel'} to
~wholesalo ‘buyvérs and write off the loss at once. The "skip® has been
-e. big problem in automobile fimancing as it is of“kenvéﬂft‘icul;b and .
axpensiva' to rotrieve the mﬂ:aémbilé.
Reserves | v
Reserves are set aside by the banks to take care of losses
resulting from consumsr oredit transsctions. In the case of consumer
loans a poftion of the disooun‘!: as it is earned is nmaliy transferred
to & reserve account. A reserve of one-half of §ne percent or more is
usually considerad nOCessarys A reserve is set up out of fimma

charges when the bank engages in automobile financing.



CHAPTER VIIT
CONSTMER CREDIT AFTER THE WAR

' At this time when plans are being formilated by varlous groups
in #n effort to ‘mitigaha the difficulties of postwar mdjustmts,,.'mm- :
sideratien should be given 4o the place of consumer creéit in our eEonoe
my after 'kha wer. Commeroial banks, in general, are IOMng fomra to

4 amndi.ng their consumsr loan volume and holdings of re*ba.il mﬁe}mmh
“papors, The extent to whioh such expansion may take place, howsver, will
depend v'uppa i‘tx»‘:nre scoonomia wnﬁiﬁim; the length of tinme nacass#ry |
for tha reecnﬁiaian of indusm;ﬂm pcsmt? plans now baing formalated,
and t!xs rastrictiona or linmitations on consumer credit that my be in
affect at the tino. o _

. Some writers express tho opinlon that consumer credit will be
nesded for mhabili’ﬁatim during the demobilization periodj thdt*ﬁarson&
m eag:‘ioyed in war plsnts *11l need funds to embls them to sesk em=
ployment in other perts of the cﬁuntry‘ Ona writer sta‘bas tha‘k banks
can ‘help to create more pos‘baar jobs, and that the gwemmnt ean aid |
ths banks to do so 'by making it p&seﬂﬂa for them to esta‘blish 8 sgoeial



roserve Lo cover losses on Im.l The establishment of such a resém

“would encourage the barks to assume more riske and make more loans. -
Consumer Credit and Internationsl Curemney Stabilization

* The need for consumer oredit in éomeotinn with the oporation
of any'znteémtiomi. Currency Stablllization program is stressed in the

Hay 1943 issue of Consumer creﬁi"t:;g It is stated that neither the plan
pﬁposed for the British by John Maynard Ksms"mr the plen proposed
for the United States by Harry D. Wilte takes proper racognition of the
~ éxchange prob‘lems arising in combrias imviné chronle debi.t or credit
balences of trades |

"#hile both plans would Pacilitats orderly olearance of shorbe
term excosses or deficits, meither can maintain continued
slearances at par of accounts which do not in themselves bale
ance over & roasonsble poriocds s a » It ig out of this diffie
oulty that the need for oonsumer credit as an intermational

- finaneial tool arises. Chronic unbalance of international
payments for a sinzgle country results from habitually exces-
sive imports or erpurts.

Skillfal use of consumer credit can enable czmsnmars 111
countries with excessive exports to buy nmore goods and sere
viges. To the extont thet this new deopand beocomss effective,
the gap hetweon impor{:s and exporﬁs would be closed. N

’Ehether consumer oredit under such circunstances olcan the

gap by inoreasing imports or by decreasing exports is of

1ittle significance ot this point, In either case, it would
increase the real wealth within the country. In additiom

]Ebersa!s. J. Franklin, "Banks Can Hake More Postwar Jo‘ba,“ E’amrd
Eusineas Revier, Autumn Bumber 1943, end "Government Can Felp Banks
Thake Hore Jobs,” Harvard Business Beview, Winter Fumber 1844,

2“0051:1}' Error Would Rosult if Consumer Credit is not Given sn Impor=
tant Place in any Internatiomal Stabilization,” Consumer Credit, Con-
gumsr Bankingz Institute, ¥ay 1943. l-4. .
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i'i: would tend to stabllize forsign exchange and thus serve
the objective of the international aleming fund. ,

The United States is clted es an exsmple of & comtry which
| iza‘bitmny msrt& more than it imports, as our exports of merchandise
have exceeded our imporits each year for the gast 55 yeaz-m

' Plana for Postwar Pumh‘as,a

& number of plans have been suggested for paymnt, during the
" var for goods to be deliversd after the war. The ‘Stgenﬁ Plan®: - was pers
rhaps ths first mh plan to be Tormzlated in the Enitad Sﬁ&ta&. It*
provides for individugz instalment payments now on goods tu be delivared
fafter the war. Certifioates would bs fssued to purchasers in various
s &enmimtion& &nd could be appliaé tmd the purchaae of gpeoii‘in arﬁ-
slas. smudule of payments mla renge fm 12 to 25 mths dagending
: upan the amount of the ﬁertiﬁcatag Priority numbers wuid be aasignsd |
’ Fmscoréing to the month in which the contract was made, and the mmber '
:' mlé be inci‘eased when payments bacam delinquent, e
Zn ordér to snacurage %he purchrse of eerﬁﬁca-bea, tiwy would |
be given a merchendise value 10 percent groater the the amount patd by
the gumhasbr. The certificates would be sold by antemo‘bila and oﬁmr |
dealers, and pﬂmhasars woula 8ign postmr delivery contmcta. " Instale
ment paymenis mm}.d be made to local ageneies or ths post ufﬁem
' The plan is intended as an anti-inflationary measure but 1t

SPIan praaexﬁ:éd by Rolf W, Director of Consumer Studies, Russell
‘Bage Foundation, and Special Adviser, Office of Price Administration.



B mnld also eid in averting a poetmr slmg, prw&&aﬁ thaﬁ memreraim

of industry takes place within & relatively short period of times It s
 questionsble, however, whether a larze number of consumsrs would be wile
li‘mg to pay for goods far in advance of actual delivery. Thore would
 be fewer requests f;"cztil consumer oredit if such & plan were adopted. |
| Then the war ends, the &m for alyplanes for private use

Wit greatly iﬁnre‘asa and mirplane mﬁfactnrew are now making plans
%o supply these demanis. One em e offering & priority delivery
plan for s "Pamily Car of the Air."  Whon & total of §500 in war bonds
hne boen listed with t!xe coupany by potential purchasers, priority fieose
. bers are confirmed. The toﬁai value of the war bonds accumulated by
péctentm buyers, when redesmed, will in many instances not be mxtfs.-
clent to cower the purchase price of such planes, axid the commercial
berks, or bther consumer lending ageneies, ’8111 bo ualle& upon to
finance the maiuinﬂ Isalamsm o
| - Preferred delivery, after the war, on new autonobiles is

being offered by a mmber of dealsre. An sllowance of 100 in addition
to the regular cash trade-in allowance is made, provided that the amount
of money granted on the trade-in is allowed to remain in the bark witil
after ‘:?:1; wET. It seens probable that many of these individusls will
barrow snme, or all,! of the balame neaded to cmlate paymanta on new
an‘l-;mbiles, and some of them will borrow tho necessary funds from ths

bank whers the trade-in allowsnce is on deposits
~ Postwar Expanditures for Consumer Goods

Seversl surveys have besn made during the paet 15 monthe in an
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effort to determine postwar nceds. The Chamber of Commerce of the
United States has unéarbaken e geries of surveys. Acoording to the
Chamber's sscond progress report (through 1942) the mjor items of de-
mand after the war will be -éutamobiies,: household appliances, home fure |
nishings, new homes, and home and farm improvements. The 1modiéta
demand for family automobiles ie estimated at 2.3 billion dollarsy .
housoshold ngpliaﬁces, 860 million dollers; home furnishings, 710 mil=
lion dollars; new homss, & billion dollars; and home and farm improve~
‘ments, 6 billion dollars. Fortuns Magesine has recently conducted a
survey snd found that the pent-up demand for goods after victory repre-
sents some 28 billion dollars.® o

~ In terms of postwar buylng, sccording to the Chamber of Com=

merce mpbrt, 56 percent of the peopls are sccumslating spendoble cash.

However, only 19 pé:‘eszrb of the families ire saving for a specific post~
war purchase, and the majority of peap};é era not planning to make major
purchases on & cash wa.. Thip leads to the oomelusion that much con-
" smer bugﬁg. ‘after the war, will be on a oredit basis, thsre‘by sxpande
Ing ﬁtmmr oredits ' v

In the table reproduced on the following pages, an indication
is given of the magnitude of the increase in consumer goods after the
w;i',' provided that ’s. high level of total output is acﬁieved in 194;; The
given level of gross national product in 1946 is based on the assump-

tion that the war and the immediate postwar reconversion period will be

iForttme Survey, Fortune, Decomber 1943. pp. 10-32.
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A HYPOTHETICAL FROJECTIOR OF mmmss BY COMHODITY Gﬁ(}ﬁ?ﬁ BASE& GK
" PASY HELATIONSHIPS 0 THE GROSS FNATIORAL mm

(Unit: 1 miXlon doI}.grs)

. 1946 essuming
full utilizae
tion of availe-

, o _able m&ﬁxzzer
' . and the 1
Item o 1840 general price
Parcent
Anownt | inorease
. . ovexr
1840
- CONSUMER GOODS AND SERVICES
Servicess ,
1. Housing (remt, deprociation on homes, ete.) 8,232 11,823 44
2, Home malntennnce {domestic service, storage, S
insurance, repairs, oto.) , 1,812 2,884 91
8« Household utilities i 2,324 2,887 = 25
4. Persomal care : v ‘ 1,860 2,688 69
B« Transportation : R.352 &,188 7T
6. Hedical omre and death e:genses : 2,766 4,169 Bl
7+ Reoreation _ _ : 1,773 2,526 42
B« Other 3,024 4,353 44
Total , . 23,542 3 5, 449' 5
Perishable goods: - S =
1. Food ' 20,929 _ 55,:91? 8%
2+ Cigars, cigaretbes, 'bohaccu, and suoking oo e T
supplies ‘ 1,993 2,965 49
8+ Drug proparations and housschold medionl o o

-~ supplies 804 1,166 4%
4, Tollet preparations. ' 508 680 36
Hs Cleaning and polishing prepamtims : 366 628 48

- 6, Hagaxines, nempapars, and other printed / —_

- mtter 617 788 - 27
7«-Stationery and wri'hing suppliss . 280 468 &7
8, ¥iscellaneous household paper products 274 449 . 84
8. Toys, gamss, sport supplies 191 817 86

10, ¥anmufactured honashold illmimting and 7 ' :

‘ heatinz products 6869 3,248 B8Y
11l. Normanufectured household fuala 92 - 1,018 28
12. Fuels for passengor cars ' 1,211 1,?80 47

Total ‘ 28,623 15,319 58 -



A AYPOTHRTICAL FROJECTION OF

EXPEEDITURES BY COMMODITY GROUPS BASED OH

PAST RELATIOERSHIPS TO THE GROSS NATIONAL PRODUCT= ﬁantimeﬁ

(Undt: 1 million dollars)

l&ég assuming
full utilizae
tion of awall-
. , _ o " &ble ma > S
o v and the 1942
Item , : |+ 1940 §emxra1 price
Toent
A & %@3
) : 1940
Semidumbie goodsy v :
1. {ﬁifothing and sccessories . 2 - 5,898 9.77? 7
2+ Bhoes and other footwear = 1,223 2,021 65
- 8« Poersonal furnishings 211 414 26
4+ Dry goods and notions _ 6§52 984 78
Be Semidurnble house furnishings 878 1,562 T8
6+ Replacement tires and tubes 269 455 69
7+ Pagsenger oar replecasent parb and accassories 462 . 841 a2
Total 9,293 16,054 73
Dursble goodss o : A o
1. Household furniture 871 1,784 1056
2+« FPloor coverings 385 g8 . 29
3. Mincellaneous durable htmse ftxmishinga 886 1,526 72
4, Heating and cooking apparatus - 434 814 88
Be Rafrigemtcrs, washing machines, an& , : ‘ T
- gewing machines : 480 799 y i3
- 8+ Elestriocal housshold appuama . 217 389 g
7. Other household apgiances - 26 - 69
8, Chima, glassware, tablewere, and hwasho}.é - .
: utensils 564 “885 B3
9. Radio apparatus and phano«raph&- ) 415 1,100 185
10. Pianos and organs , 47 118 3151
11, Other musionl instruments : ] 29" 80 107
12. Clocks and waloches ’ 206 893 92
13. Jewelry and sterling silverwaro 336 620 85
14. Boocks end other ﬁumhla printed matier . %28  Be2 71
15. Writing equipment ‘ 53 108 104
16. Ophthalmic products, surgical and orthopedic 7 : e
applisnces 181 283 56
17. Monumsnts and tombstones 62 114 B4
18. luggaze 141 166 -
19. VYheel goods, durable toys, and sport equipment 358 ~ 538 59
20. Passenger cars 2,382 5,718 | 140
21. Ploasure oraft % . 6 20 @ 283
Total : . 8,2?8 16,878 104
~Total Consumsr CGoods ami Services 69,736 £3

Sources Department of Commerce.



 ended before 1946; that 96.5 percent of those sooking mioﬁant‘wlin
ham ymduc‘hiwa 3@3;3; and that priees will be the same as they were in
1942, m gross rational gm&wﬁ for 1945 is ostimted at 165 ’oﬂiim
dollars, an immsa of 70 pereazzt over 1940, The large incrsase is -hhe
result of an allowance for: cmsmemhiy heavier interest payments on the .
government debt, eubaﬁan‘bia}.iy i.mmasad militery az;\anditms » 8nd the
trend tovard largor gensral sxpenditures by all mmits of the goverament.

The projection is based on the a:%serieaca of this onurff:ry h
| _betweon: 3.929 and 1940 and does not allow fsr the nnae’lemtim of past
i;ren&s or for new developments mau&ting from ths— wars The air;alam,
ehemiual, drug, and many other 1nsluutrias will pradma consumer gméa
far in excess of prower sutput :Lf they are to utilize. gresent plant
capacities. They will also dovelop new uses for materials and piane new
types of products on the market, The price of many individual commodi-
ties or groups of commodities may alsc be much higher or lowsr than the
aversge stated in the tables L N - '

In order to maintain or regain their prewar standsr&a o:r
living, consuners will spend large sums for replacement of worn-out or
ﬁbaa}.ehe darable goods, and many of thess purchases will be on & em&it
basis. There 1s no reasun for agsuming that many aﬁmsmr& ﬁm aequire&
the habit of mving éurin:, ths ¥ary =111 cnntizme 4o save &fter the war,
The desirs to mrchass arﬁclea after the war #hich are not a.vaﬂahio
at -hhe prasen‘& time bas in many instances bsen the inseniive to sa:'m.
| ?resmt glant capacitiea for prodnotion and the backlog of demand for )
gonﬁs which is ‘baing 'b‘dilt “?r Will resul*!: in greatar prodnctim of cnnc» }
;ml‘ gom’!s after ‘the T, .a.nd cmsumr crsdit wi‘i‘ ‘ba necessary to aid
in the ﬁistri’bution of these gcoas.

F



CHAPTER IX
sm, 'CONCLUSIONS, AND mcommnmﬁaﬁ

Jhst as iu&ividuals, inflnanoed by 'B}mir enviromen‘!:, Tollow
mdeﬁni%s ctmrses of action, so banks, meting to certaln econmio
: a'&imli, mh'e policies which dotormine the brosd outhnes of their
cre&i‘!: ﬁperai:ions. _ '

| ?rior to the ﬁi’vﬂ Y\far there was litt'ie med f‘or ecnsumr N
creéiiz agencias. ’tmt as indus'f;qr exganded, the papnlstinn ahiﬂ:ad rrom;‘
~the fama ‘to the cities, new types of consumer dmble goeda wers msmn-‘
fac'l:urad, end t!zs need for such agencies ingreased. The ennmraiai
-'banks gmdtmny immased their consumer loans during this pariod of
= industrial exgansinn but 4they did not engage in instalment lending until
abofr& 191?, and then nnljr to & very liznﬁ:ed oxtent. Althngh banks im
crensed their consumer loan volm during the 1920°%s, they engaged pﬁ«

. marily in mking Wi&l laans a.nd imsmnts; By o34 they had

acamlated }.azge halds_ngs-af excecs reserves; thelir eamings fm, con-
morcial Joans and Lnvestments had been dsa}.ining, steadily during the |
early 1930‘3, and thay nesded an outlet for thair idle fmds. After
mmch heaieation,- ﬁx‘ey e&aﬁmd on & prﬁgr&m,of consumsr eredit exgam

- glon, and thelr out;tanding consumey instélmnt loans inoressed from



23;:11119&1 -aanaﬁs» ix;fﬁaeamber 1933 to 760 ;‘:i}.lian dollars in August
\ : 1941, They slse gmﬂy incrensed their i:&ldings ‘of retail instulment
paper during this poriod. Since 1941 %otal umr eredit antstan&ing
iﬁﬁ'&eeﬁnﬁé #tes&i};f.' Emvar, the decline in emmiax bazi instale
| mont loan: voluss ami in holﬁmgs of retall inata}.mnﬁ paper hae baeen pro-

- pnﬁimmta}.y grooters

In addition to the granti::g of consumer instalment Ioans e.mi
singia-v-y&ymen% Iaaxxs, ths emsmmiai banks make loans to other consumsy
aredit aganeias; they purchase retail instalment paper from 4ndividuais
| &nd dealerss and they purchase instalment sales 'cmmef;s from deparb-'-

- pent sﬁras, 9§b1ic utility companies, and mil order housez. The proe

’cednre for handling oconsumer ingtalment loans varies in aifferent hanka,

R bnt there are 'ear'ba.in fundamental oper&tima whinh 1uelude i.nterﬂauing-.

ﬁ cre&i‘b imatigatim, ranording of loen transaotions, conect{ms, and |
'ehani:ing on ‘dolinquenciess | |

cmwr instalmont loans aro Iimitod ds 4o a.munt, maturity,

- and p:m;aso; Logislation w’fxiah epplies to the copsumer oredit activie
ties of oomsorcial banks hus boen passed within the last ten yearss | |
Before 1935 the banks, in msfmmen, made loans under genersl banke

ing statutes. nmmts; and the mumber and ameunt of payments on
arﬁiclaa purehesed on cre&it, are linited in meny 1na'c&nces by Regulation

u.. Consuner loans for the purchase of certaln articles are limited in

acenrd&m with i:hs groﬁ.sions of the Regulatiam

) _ ?he mximm mte of interest that may be charged on consumer

, T’Iq%iﬁzi{ig gm& in most States by the gensral usury laws. ‘The mjﬂrity



“of banks make one or more charges on instalment hms,,m aadiﬁ»on %t;n
the discount or interest rato. Commercial benk rates on conmr Ine
stalment loans are imr than those charged by nﬁmr consumer ‘lending
&genoies, a:cept possib}.y those ai‘ eradit tmlana. Banks serve hi,,her
hmum groups and their im‘bﬁmn‘h loans aye Iarger on an avemge tlum -
~those of- persml ﬁn&ma tswganias;

~ The aest of grmﬁng eansxmr instalment lma is greater than
tha eost of gmﬁng }msimas joans, Consumer Icanu are ususlly smaller,
anﬂ tha cost cf granting one Iarge lean is has “hhan ths cost of gronbs
hsg amra1 small loans.. Prcf‘itabﬁity incraauas with the size and
langth uf note in the case of constmer inatalment loans. - Losses are
relatiwly 1aw on gonsumer loan transactions. The greater par’b of‘ the
incm from such losns is darivaé rrozu discount or interest c‘:mrges. _
‘fhrtiae restﬁetinns hava mwlte& in changes which have incraase& opoYde
ting costs ami i:enéed ta raéuce immaa. ‘

Consumer ura»:li‘b w1l aid in the distribution of conaumer goods
aftaar f:he mr, &nd by azpanding the volume of thei? 1oann to ‘boi-.h busi-
‘ness fims and consumers, the mmeraiaz banks oan help to solve the em-
plesmen{; yro’bm ﬁuring the transition periods Consumer credit my also
be xzseé in eanjmztion with sny Internationsl currency Stebiligation
‘ !ﬂtﬁm consumer oredit, mass produotion, grest Mrmm'ﬁt of
gruéncts, and lower prices would h:ms ‘beeu imgosaib}.a for. such ﬁurable
gwﬁs an aﬁtmbiles, maoimnicai refrigaratm, and yadios. Through the
nsa m? ezmsmr eredit, m&iﬁémls have enjoyed & highar standard af



- Yiving gand peid for goods a2 they enjoyed them. A great portion tsfths
~ consumsr durable goods umow in use were purchased bafore the war on an

 instalment basig and in this way consumer credit hss anldsd the war

. ‘_am‘

‘Consuner oredit is a’vpmrfnl stimlant to our seonomie system
and 1t should be sxpanded and contracted with proper tiﬁing in o‘rﬂef- to
hslp ;smm ecanmaia immhiﬁtg. A tightening of terms on ths upswing .
ami lihemlizing then on the dnanwing should contribute i:o eemic |

A sts.bﬁity, and the cnotzﬁmﬁm of consumer crsdi* with other elmnta

" 4n the egonomic systsm s?m:ml& also help to atiain economic stabinty.
Farfsiong ingtrumental in formumleting the fiscal and monotary polisles of
the faderal gowernment now seem to lock upon :anme& crmiit as a device
t«hrngh whioh the transference of consuner pmhasing ;;om ozn be fafai- ‘
Htated ami manipuleted by centralized controle.

_ 1&’ banks are to prav-l&e suitable and adeguate ﬁredlﬁ fwiliﬁu
 for consumers aftcr ths war, they must azr&icipa'he the etmges in &swan&
Ai'ar wensmar cre&it and be ?ranared to moot the new domaudas. They shxmld
now be engage& in rescarch on all phases of consumer crea.ﬁ:, and shaulé.

) fornuiste ga}.iciea for expansion of their namsmr credit actiﬁtiea
-after the wars A %haz-mxgh study uf bank procednra fer handling 1ns%a1»
mont lma shmzld be underteken, and an atitempt mde to simplify snoh
prsee&um, and ta reduce the eus*t of handling such loanse Hew davicss
' and now nethods might he uaed, ami ‘thera shozzl& e less adhemme o
old eustm t&a%: are iquzmte. ‘ | '
S Am attemp‘& should be made Yo obtain & greater aagme of -



91
. uniformity &n the methods for expressing loan rates, and th§rs shaﬁld be
acc;ﬁ-ate disel-asuré of cfedit charges. .Iﬁ the case nf'laﬁixs Fﬂi& ﬂy |
before maturity, sll umearnsd ‘&ivscbunt, over and above haxﬂ: expenses in
. connection with such lcans, should be refundeds
There is need for 2 loesl oredit buresu which would beina
posttion to fernish all informiion pertaining to & credit applicantts
past which is vital to the comeroial barke and other consumer oredit
ageneies in avaluaiing risk. Counsel and advice should be glven the
};éz‘rmr rezarding his finances when he applies for a loan in order that
he me;y not 'becmm involved *frg;th obligations beyond his #bﬁity to meot.
o © The commercial benks should expand their loan apsmfiéns to
include & wider range of risks and they should be permitied to charge
appropriate rates for eﬁsmmtng such risks, Eo‘re banks should consider
the fimanolng of sccounts receiveble, as the barks now extending such
oredit ‘are recelving a satisfustory return from sush sperations.
|  The logal status of the benk's conswmer credit aotivities
. should be ’claritisd;by State logislation, and suthorization ‘b‘o: §ngagg in
consumer landing shoﬁl& be in ﬁw ‘hands of State banking commissioners.
| - During the 1930%s the commercial banks dezaozzatrated their
ahziity to expand thelr consumer creai'!: volums beyond even '!:heir o ex=
pac%ations, and 'thig study indicates that thers will be an npuortun&ty
for ﬁm to exnand tneir consumer mdit activities again after the ware
 The oxksnt ‘Ea a‘hich such axpansion nay take p}.ace will dapené o a large
extent npon sconomic conditions in general and upon sldiliful preparatory
plminb on the part of eomroial bankera. . '



‘BYBLIOGRAPRY

,Bamsi:ain, Blanche, The Pat’iwrn of ﬁcnsnmer Dobt, atuana in Gtmsmm
Instalment Finanoing, Noe G« Uew Yorks ﬁtioml Buresu of Eco=
nmis Research, Inc., 1940+ 237 ppe

{E}mm, John H. ami Aszoclates, ﬁmmemia.l Banks and c::ns\mar Tnstale
ment Credit, Studies in Consumor Instalment FinANCinZ, NOe Be HOW
Et ﬁtioml Bureau of Eoonomic Ressarch, Imo,, 1840, 31B pp.

.Canﬁnfi’e, ‘J. B., Arenda for a Postwr %rm #. W, Norton and Coms
pany, 1842, 2 D

miston, Bf: You Heed Soms ?&ozmy? “Hew Yorks Hnrper and Bro-
‘thﬂtgi 1241, _‘573 PPs .

‘Bnran&, David, Risk Floments in Consumer Instolment Fimanoing, Studies
in Coneamor Instalment Finaneing, NOs 8. Hew Yorcs Hational
Bnreau of Eeonomic Ressarch, Ine. » 18941+ 183 ppe ‘ -

| Faster, &jcr B, and Raymond Radgera, aditnrs, HMoney and Banking How
o Yorks Preﬁtica-ﬁall Ince, 1841l. 733 ppe

: \{Babarler, Gottfried, Consumor Instalment Credit end Bennomio Fluctus~
tions, Studies in Consumer instelment Finaneing, No. . HNew York:
Tational Bureeu of Eoomomic Research, Ins., 1942, 239 pp.

: ﬁardy, Oharles 0., editor, Consumer Crodit and Its Uses. Wew York:
e Prentice-ﬁ’a};l, an, AP 255 ppe : S

Eolthansen, Dux:can Ecc. . Mlooln Le Herriam and Rolf Fugent, The Vol-

ume of Consumer Instalment Credit, 1920-38, Studies in Consumer
.. Instalment Flmencing, Hoe 7s %‘Iarkt Fational Bumu of Eco~
, nnmlc Resee.rch, Inc., 1940, 137 ppe C

. ,Jennings, Henrietia Caoper, The Consumer in Commerscial %ﬁ Yow
York: Gansmaer Greéit Thetitute of Americn, IN0., 158 ppe




98

Eagent, Rolfl, cunaumer Craéi*b and Ecommic Stabiﬁ . Tew Ym:-: Rugw
sell Sage Foundaﬂm,, Ta‘s?s; 420 ppa B

o ?mae&i}gg_ Gsnsumr f}r&dit ﬁoni’areme, Amerioan Banksra Assaciatioz;_,
: St. Louls, Ho., April Eél' Hew ?wks Amarican &mksrs Assooia«
tion, 1941& 214 Phe :

Young, Balph A, and Assoeiates, ?ersml Finama nies and Their
Credit Practices. Fow Yﬁrkt ﬁiom::reau Enonoﬁc Pesearch,
1n0.,, 1940 Fz‘d;;p. o |

Hoals-and Honthly mnm

s Y ﬁuﬁ»?mza-o for credit?“ Consumer Gmdi*&, cmmr B&nking Ingti«
tute, Iiavembar, 1942, =i, '

’ &yres, Hilan Ve, "Instalment Selling and ?imnce Gmanias,” !amls of
‘the %@mcan Academy of Political and Soolel Sclemse, m.
IEI e o .

Bs.er, Sidney Re, “Laoking Ahead," The Gredit woz—m, July 1943. 4-28.

Berpan, Eﬁmr&, “Barrewing on Life Insurance Policias,“ Anrals of the
- Amerionn Academy of Political and Soolal Sclence, ¥arch 1938e 176~

v’ erd of Governors of the Pedoral Reserve Sybﬁeﬂ, Federal Reserva Buls.
o Ietm, June, sh}.y, Ang:zsi: anﬁ Kmmber 194'%. ,

Bm:m, ¥yron Re, "Our Abtitudes Tmrd Remla’i:icn as & Poa‘bmr Po!icy,
The Crodlt World, August 1945. 12-14, |

Broadway, John Se, "The Development of Rezulation,” Annals of the Amriu
_can Academy of Politicel 2nd Social Science, March 1938. 181188,

‘Garver, Theodors Nizon, "Consumer Credit and Economic Instabillity,®
innals of thé American !ic"demy of Political and Eocial Sclence,

‘March 1938: 93-98.

Cheynoy, Williem Juy ”Poatear Credit Pl lans,” The Credit ﬁurld, August
1933, 28.30. .

k;{%obb’ e Bruce, "Consumer Credit ae It Comes to the Legal Ald Sosiety,”
. BAnmale of the Amorican Academy of Political dnd Social Scienee,

E&rch 1938; 198-204.

"Gensﬁmer Creéit--nr. Jekyn or Mr. Hyde?" Consumey Gredi*b Cmnsmr
Banking Ins*hitute, Jnl}f 1943,  1=4.




94

"ﬂéﬂ‘aly Error Would Result if Consumer Credit is not Given an Important
Plaege in any Intermational Stabilizetion,” Consumer Credit, Cone
-gumeyr Barking Imtiﬁnta, Hay B&&.» e

Cover, John H., "Consumer Credit and anivi&ual Bankruptoy, Annals of
tho fmorican Acsdemy of Political ané Sacial Selence, Larcﬁ 1938,

 B6-bE. | |
ﬁm‘mns, Fenton R., “Cﬂnsumr cradi’!: Pmapeats, Bankig, Hay 1943,
58«80, | :

aavl&sazx, Earl B, “an Regula‘bicn ’ﬂam in Practi ca," Annalg: of the
Amoricen Academy of Political and Social Scienca, Meroh 1938, 198=

;,

"Decline in Consumer 5&&1'&, ‘ Fedaml Resarve Bnnetixz, June 1943»
£B5=491. R _ ,

 De Yegh, Imre, Hahe mteraaﬂml ﬂlearing ’Bhion,” The Amrican &onomic
Mw September 1943. 584-556.

msarsale, J. Pranklin, "Hanke Can E'.a!m Hore Postwar Jobs,® Harvard
Business Review, Autum Numbor 1943. =8, Also "Government Gen
‘Tislp Banka Hnke HMore Jobs,” Harvard Business Review, Tinter Number

194%; 167-177.

Eubsmk, &rl Howard, "A Casa Study of the Effect of Consumer Credit
' Upon the Pamily,® Annals of the American icad.% of Political and
Soolal Science, ﬁareﬁ 528, "m..zﬁo.

Féiler, Arthur, "ﬁm E'm}.n‘him of thae eonsnmer,” Annals of the Amord-
can Academy of Political and Soofsl Science. kiarch 1938, 18«

‘ Fbrﬁm 3arvay ?or‘hme, Begambar 1945. 1032,

Foster, Willism Trufant, ”ﬁiearly Si:a‘be the Rate,”™ Banking, ?epmary
3341. 28'

“Fanr‘heen Years of Consumer Credit (192%1942} " Consumer Credit, Con~
sumer Bankinw Instiixttn, Jammry 1943.  1~4.

?:mler, E&gar Fey "The Licenuod; Lender,® Annals of the Ameriocan Academy
of Political and Social Soience, March 1958. 131~134, ,

. Grobben, Eargere‘&g "Yolume and Classification of Consumer I.oana,
Annals of the Ameriosn Academy of Political and Sceial Science,

M& f4=7Ba




25

Koit?musan, Dungan ¥oC., "Honthly Estimates of Shorieterm Consumer bebt,"
Survey of Current Business, United States Department of Commarce,
Burcau cf Foreign and I}matic Commerce, ﬂmmbar 1942. Su2By

E’nhns, ﬁiﬂiw Rey "The Condition of Businsss,” mnkigg August 1943,
s 88c ‘

"iquidationTi1l it Surb Inflation?“ ctmsmr crad:.i: ccmumr Banking
Institute, July 1942, 1-de

5

"za.ving on Fat," coasmer Gredit, Consumer Eaﬁking Ens‘situ‘te, Octo’ber
C 1962, 1-d.

Eltchan. Bro&&us,t "Brief for the Gansmmr," Annals of the fmoricsn
scndemy of Political and Social Science, Haroh 1536, 9-18+

E’eifel&, Y. Ra, %a'h Oonsumer Credit Is,” Annals of the Amorican
Academy of Politicel snd Scelal Science, Herch 1658+ 8578,

E.»h

Paddi, Jchn Bey "m ?erscnal Loan Beparhaent of a Larga cmmial
Bank,” Annsls of the American .&cademy of ?olitical and Social
Solonce, ¥arch 1080- 186-141.

Parker, Frazzk, “m Pa;y-as-ryau-nse Ides,” Amnsls of the Amorioan Academy
of Political and Scclal Soiencs, Eareh"ig'ié" ""‘5'7752‘

%w Fronts,” Consumer Credit, Consumer Baxz.’dng antitu*be, ﬁmgust 1942.

?helga, Clyde ?ﬁ.ﬁi&.,,, "!he Four Rights, Bankig October 1942. 9.32’

fpublic and Private Debt in tho United States, 1916-1942," Repional
Comnerce Bulletin, United States Department of Commerce, bureau of
'i"bmisa end Domestie ﬂcmerea, Richmond, June 8, 1943. I-2.

e Puney, Horlo J., "Revolution at Hame. The South Atlantic erterlz,
“July 1943, 207-219. — ,

" “panent Trends in Consumer Credli, Hanthlz Review of Financial and
Business Gonditions, m% Foderal ROnerve ""'%Ect, Fugust 'i§"45.
1‘80 ) .

“Bastrietim-* how far will i1t go?” Consvmer credit cansumr Bunking
Institute, Jume 1942, 1-4. o |

-

"Re‘!:ail Credi.t Surwy-- 1942.“ ?ederal Resem Buneﬁn, Jnly 1943,
6%6&.

Savage, Tcm B., "Banks ard Consumer Bredit,” The Dankers Eaguz.’me,
. Pebruary 1945. 102«121.




86

"“"'Ié‘%‘-' 222,

SQGir, Kerbar‘b 5‘, ard John ﬁ. Lmvi‘ht. "Inﬂatien as a Pna‘bmr Probe=
~ 3em," The éuurnal af Politioal Economy, August 1943, 556-36%

Sy "Banks and Consumer Gmﬂit, The Bankers ;H_gﬁazim, Harch 1945*

Stout, Richnr& Hay “Emning; af t&m $2.x1:h }my,“ The Credit warld,
%t@bﬁ!‘ ‘1048, deBis :

7 . ”Re?mrsal fbr T na.y,” The Gméit wnrld, Angust 19&5. : 6-9.

e msimss situatien, su___%'ex of Current Businoes, United States
t of Cammorcs, au of Foroign and ﬁmastic Commerce,.
Sep‘&mber 1945, 5eTs

Viner, Jaanb, ”M Plene for Intematiomi ¥onatnry Sbabilization,
E‘ha Yale Review, .B.ugus& 1943. T7=107,

. gap Pinance--Whst Doss It ¥ean to Consumer Credit?® Consuwmer credi'b,
-Gonsumer Banking Institube, Fobruary 1943. Il-4.

, ”ﬁarbime Uses of Consuzer Credit,” Consumer Credit, Consumer Banking
Institute, Herch 1943. l-gs °

"#aﬁer, Be Te, "WHartime savings apd Postwar Inflation,” Surve of'
Gumzrb Business, United States Department of Commerve, %reau
foreign and stic Gmm, July 1943, 15-18‘ '

mﬁﬁrﬁeld, Roy Puy "Effect of Consumor G‘redit on tha wainaas Cycle,"
 Amals of the American .&&adew bf Political and Soclal Seciences,
Harch 3.953. 99-110.

‘ ‘hatem, ?han&ors De, "The Harkot for Consuer Qredit ¥ Axnale ci‘ the
* Ameriven Aeaéeay of Political and Sccial Science, March 1588,  79=85.

l’mghiots, Repom. Addresses,
Bansp&par Walas, and State %a.mtea

A Ba;& Esmzal on ?erﬁoml Loass, L’enamr Credit Depariment, American
Bankers is anciatim, ﬁ ruary 1941 20 ppe

FAbaI ig cf' Sulaiers’ and Sailora? Civil Relief Aot of 1940, as Amended,
ricen Bankers Asscoiation, 1543, 120 ppa

‘Assats and Liebilities oi‘ Operat Insureé Insured Banks, Federal Dsposit Insur-
ama & Corporation, Beca?é‘bm* . 54 ppe :



R

97

- Banking Iaws of Yarious S’!:stes o

Bank ﬁannsl on Automobile ?imi@’, naaler Flan, ﬁmmmar creéit '
' ﬂeg&rtme‘ﬁ’é' Zmerican Bankers .&?ssciatim, 194L 40 e

Eaﬁtla Statiens for sn Office r.af Par Information, February 19%31»
43‘ PF: . . ,

Collins, &z:ksa& e, Tmmls in Ls;risla'bim and Repulation of All m
of Consumor Crodils Address dollvered zfuﬂm
"F'm 03 ‘the ﬁmﬁ.ew &.s&i&tim of ?srami Fizence companies,

Congumoey Crodit, Reguia’%im Board of Governors of the Yederal Reserve
~Bysten, as edopled Auzus ‘%:'21 861, 23 pp.

'Ctmmmr credit, Regulation ¥ ¥, Bosrd of Governors of the Fa&eml Regerve
Syam, i xeﬁsei%rfmﬂw Yay 8, 1942, 24 PP

 Consumer creaﬁ:, Eeg&la‘&im ¥, Apendments 3. to 9, 1m1uaiva, Board
of CGovernors of the Foderal hosorve Systema

‘Conmumer Credit, Monthly Kalaaaas shmrin;; tinerease and decream,
' Baarﬁ of Gmmrs of the Federal Reserve. sysm

: c:msmasr Ins'kalmaat Ima, l’mliminary Estimtea, Board af Govarnors
’ the Federal Reserve sya’bm. Eon:thly. g

Cravens, Henton R., Puture cf Greﬂi'k Agezmies mmsa doliversd befors
' the Ameriean Association of Perscnal Finance Companies, Seplember
203 1959. 4 PPe - , L

Gmdit Por Consumers, Public Ai‘f&im Panphlst. ‘M:Yarks Publio
Affairs C‘mittee, 1938. 351 pp. ’

Fas‘ber, ?ﬁlﬁam mt, !’nbliu Supervision of ﬂansumer cradlt Pollak
Pamphlat ¥o. 36, Hewton, Massaohusstis: Fol § Foundation fpr
- Econowmla Reseamh; Ing., 19389, 22 ppe

Daminr end Diversion of Conem*r Credit, Poila.k Pamphlet

% 45, Howton, Hagcaohusoties I undation for Bconomie
B Pesaamh, Inc., 19&2. 22 pp; -

ccnsmar 8mdit Gontrols, Pollak Pamphlet To. 42,  Bowton,” .
. Eass‘: Pollak Foundution for Beonamic Research, Inc., 1941, 23 ppe.

 Conswmer Loans by Cc Gomamial Barks, - Po!.lak thlet, Roe 4(}.
o wban Y¥nss.t Pnﬁak: Foundation for Euommio Research, Int., 43 pp.




» Loan Sharks and ?hair Yiaﬁma, Pollak anph}.s'k ¥o, 39, Newton,
ass.: Follak Foundation for Eonomic Research, Inc., 1940+ 31 ppe

, Henderson, . ﬁ., _c_}%__?a on Smn Ingislment };mns to consumrs, An
Open Letter from the Prosident, Housohold Finanse ﬁer?émtinn, :
chimga, zn, to &mr&.ean &nkara, April 2, 1%2. 31 Poe

ﬁenry, Robert X., Psrsonal Lne.a mgszatim for Banka, Eepr&nhed fm
the ﬁiﬂuﬂ‘astsrn Ban‘mr, Eoem’:mr 942, 4 pos _ ‘

E;’banhak Prank Rg, tmreased Revu}.ativﬂ of Pers:mal }*‘imme, Address
. delivered before the Winoteenth Anmual Convention of Persrmal Flw
~_nance Gmp&niaa, September 3?, 1933, 4 p;z. ,

| m&&. Frank R., The Gonsﬁﬁuﬁmli%uf Small Loan umzaﬁen, |
: Now Yorks Russell Soge m:nda%im, 3 pp, ~

Iilinuis Statute, 0.74 secs. 1»11; c.lﬁ%, T 10; U.S.LG.&. vnl. 12, .
" mocs. B4, 85, and 88.5 S ’

”sz&aa *ﬁ conversim tn ’be Mansivalz FPinanced out of Eartim &m-
W‘Tﬁnml. ﬁbto’asr B, 1§'73"5" '15"3‘ _ 9..4; : -

Instalm:zt Sredit Paderal Resem Bamk of Kichacnd, ﬂapartmn‘h or
“Research and Sts.tistics, Juiy 1941. 32 pp. L

Kent, Constance, The Pros and Cons -of Consumer credit. Kew Yerki v
ﬁorksrs Eﬂuaaticm Buresu Press "'fm., 194}.."‘"56‘59;; o

Earketa Aftor the ﬁar, Baparwnt of ﬁmm, Enraau of ?oreign and
Domestic cmrse, 19&5, 48 Pps : A

Hors, Fellace, Rate Bavulatian in the Fia!d of consmr Cradit _I_,
" Reprintsd from the Journal of Buaizess, University of Chicsg oago, vol.
m, ﬁn. 1, \hmxary 1948, 51-55,

, pate Repulatfon in the Flold of Consumer Credit IT. Reprinted
""“‘?"’ i ? ?ualmss,%versﬁy of ﬁﬁioago, Yol. XVI, No.

Houlton, Earo‘}.ﬁ (%., am:! Kari 1‘. 8. 3eh3.otter‘beek, c:ﬂlapse or Bom at A
“the BEnd of the Far, waahingtan: The Brockings Iastituti on, third o
. prin‘hing April 194:3& 43 yp.

Fational Housine Act, As Ame’nded. ' Pederal ﬁonsing .&dn!iniatmtion.
ﬁludes all amendments to September 2, 1941. 96 pp.




Neifeld, ¥. Ri, mx‘ferenea E@twean Various types of lending Asencies
« .38 Rovenled by Administrative costs, from &n address entitied
e Anatomy of ths inberest Eatae.® Reprinted from Personal
Flmncs Hows, Jamuary 1558. 3 PD~ 3

. :Kw;ent Rolf’, Personal Losus. Roprinted from July and ﬁugust 1936 '
Banking, 7 PPes ami Deoem‘ber 133? Banking, 3 pp. : : /

: Sacial and Ecsmmiﬁ ?rcblems ol Eonsumr credit, Raprinted
~Fron cmﬁit Yanagenent Year Book; ,"’is«se, i2 ppe ,

Oporating Cas‘a }éﬁml for Cmmwr Qmﬁit Dapartzents nf‘ Ee.n‘im, Gtm—-
~ sumor Crodit Department, Fmerioon “Bavkers Association, 1040. 23 pp.

Oginians on Charzes %o Consunors fcr Insmlzsent Loane, ﬂhicagm E‘rmne-
“hold Finance Comomtmﬁ, Jamary 19 1945, 26 Ppe

yivenia Abtorsey Geneml‘a Opinion az to the Lecalit of Charzes '
k s by Banks in Sme Bmell Loan Trems&e‘%:im of & Fes for neurance
of such Loans& " Formal &pinian o, 639, April 1940, & 32

?ersnmi Loan ?ai&crs iszsued by varlous dbanks.

. ?eﬁcmal end Betsil Instalment Paper Reported by by Insursd: Gmmial
Fodoral DeposSit InSurance earpomtien."'g ~Anmual }Zagbrts.
Ivem&a 3;engkh 2:pp. ,

 Postwnyr Rassrve szgtem £o &ga Burdsn of Corporate Taxes. Wall Street
Journal, ﬁctabar 15. 5, 1948s . Ps 2. ,

Rezulations of tha Federal Sous L’missiﬁnei- Sovernin ciass 1 ané

== Class ¢ Loans Under Titie f the Nationol Housing Act, Part I,
Federal Housing Adminiﬂmtian, an 26, 1942, revised October T:
1042, 15 ppe . C , , , .

ggmn Gredlt Sum? , _Mtaa States Departuent of Comsorco, 1939;
-Baiaa«?imnce cgm:aniea anﬁ Bank Ho}.dizg-;s of Retail Instalment Papar,

Sixteonth Census of tha Thilted States, United States Deparmen‘a of
cnmarue, Bureau nf the Gensus, 1940, 656 ppe

Seheddt, &wram P., - Plan for the Foshmr Period? Postwar Eeadjust-
°  ments, BPulletin ¥o, 1, Chazber of Gmome of the United Stotes
of Americe, 1945. 13 PRe :

, %8 Postwar Collapss Inovitable? Postwar Readjustments, Bulle-
“"""E{K rE" ,, Chamber of Commerce of tho Usited States of Ameriesy




100

, Soms Unfavorsble Factors. Postwar Readjusiments, Bulletin Roe
3. Chmabar of Commerce of the ‘(Inite& States of ﬁmrica, 1943. 22 ppe«

» Yaledjustments in ﬂ:e Pos’cwar. Postwar Raadjusmts, Bolletin
o« 4, Chamber of 'm«aerca of tho United States of Ameriaa, 19434
21 Ppe 7

Abaorbi% the Total iabor Supply. Postwar Reedjusiments, Buls
ie&& Wo. b, Chamber of Gommeree of the mm States of Americn,
19‘43a 123 Pee . :

. The Problem of Busiﬁasu Incentives, Postear Rea&jmﬁmnts. -
Palletin No. 6, Chember of Ctmarcs of tias meaa Statea of Amorion,
- 1948. 88 Phe

' Secoms Progress Rapart an the Consumer I’haae of & ﬂumi to Doternine
' Tostwnr Noods and our Capacity to Eae‘h Them, Chamber of Smme
of the Unitod States of Americe, 1945. 20 Pps -

Smn Toan Laws of the Unlted Smtes, Pollak Poamphlet Foe 37, Kaﬁ'bnn,
Yess.1 Pollak Foundetion Tor Economic Research, Inc., 194l. 24 pp.

Statutes ur Virzinia Relatins to Banks, Trust Cmvsnias, Buﬁding and
Toan Asgocietions and Kindred businesces, Bureau af mxzking State
‘Corporation Commission, 1942. 100 Pps _

Ton Close- %ﬂ of Consumer Credit, United Statas Doparinent of agr&cnl—
T Gredit Adminmistration, October 1940, 48 pp.

The Cost of Credit, Amorican Association of Personal Finance ﬁmganies,
193§¢ 4 Phs _

m@.ﬁghta Amaal Report of the Siata corgamtian Comnigsion oi‘
Tircinia Showing the Condition W@'Tmorpamtad State Banks and
_ﬁﬁr Tnatitutim, Pureau of panking, State Ct;rnorauian Comission,
I§ 42« 8O PDe . ,

Twendy-Five to Fifty Porcent Hors Cars Will be Bullt After the ¥ar,
Biohmond Hews Leadcr, Uotover 20, 1943. “Pe Te ,

t!hits& States Q@tﬁ.uoﬁ Threatens &mn Banks, The ﬁashingtm Pes‘h,
%p%e:ab&r Ly 43« Ps 10. .

Hsury Laws of variocus Btntes, -



	University of Richmond
	UR Scholarship Repository
	4-1-1944

	Consumer credit activities of commercial banks
	Adelaide Thom Johnston
	Recommended Citation


	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106



