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C o n s u m e r  C o l l e a g u e s

J a n u a r y  2 6 J.1987>,/

L am p l e a s e d  to s h a r e  wi t h you the r e s u l t s  of a m a j o r  p i e c of 
r e s e a r c h  that I h o p e  will be of real v a l u e  in the g r o w i n g  c o n s u m e r  effort 
to b r i n g  down t.he e x c e s s i v e  i nt er est  rates b e i n g  c h a r g e d  on many bank 
cr e di t cards.

As you may know, the I n t e r n a t i o n a l  C o n s u m e r  R e s e a r c h  In sti tu te 
r e c e n t l y  sent a q u e s t i o n a i r e  ac ro ss  the c o u n t r y  to find out what people wh o
care ab out  c o n s u m e r s  t. hink of 
alm ost  u n a n i m o u s  -- 95 p e rc en t 
high.

cr e di t card 
of th os e who

i n t e r e s t  rates, 
r e s p o n d e d  said

Wei 1
r a t e s - a r p

What  w o u l d  be a fair  rate ? The o v e r w h e l m i n g  m a j o r i t y  s/aid 12 percei/l 
or less. T h a t ’s f ul l y six pe rc en t b e l o w  the n a t i o n a l  a v e V a g e  for ba'nk 
cr e d i t  cards.

We thoug ht  it was i mp or ta nt  to get this i n f o r m a t i o n  out to the m e d i a  
right away. We al s o tho ug h t it was i m p o r t a n t  to get to the m e d i a  the "real 
n u m b e r s "  on wh o is c h a r g i n g  what. So we c o n t a c t e d  one of the c o m p a n i e s  
that s u r v e y  banks.

We now have, two s o l i d  pie ce s of i n f o r m a t i o n  for the media. We have our 
own p u b l i c  o p i n i o n  s u r v e y  of c o n s u m e r  le a d e r s  who  are v i r t u a l l y  u n a n i m o u s  
in s a y i n g  rates are  e x c e s s i v e l y  high, and "rate d at a" for individu.nl 
b a n k s .

T h e ICRI has put this i n f o r m a t i o n  t o g e t h e r  in a news 
m a i l e d  it to the me di a. E n c l o s e d  is a c o p y  of what  we sent.

r el ea se  and

If you are p l a n n i n g  to be in c o n t a c t  w i t h  m e d i a  in y o u r  area as part 
of the n a t i o n a l  e f f o r t  a n n o u n c e d  e a r l i e r  this month, p l e a s e  urge those 
j o u r n a l i s t s  to p u b l i s h  the i n f o r m a t i o n  that c o n s u m e r s  r e a l l y  need on bank  
card rates.

And if our o r g a n i z a t i o n  can be of an y x i s s i s t a n c e  to y o u  in your own 
e f f o r t s  to m o un t the fight a ga in st  hi gh  cr ed i t  card  i n t e r e s t V a t e s ,  w r i t e  
or call me h e r e  in M i l w a u k e e .  We ha ve  a c c e s s  to m o r ecl^-t-er'; and can al s o 
s h a r e  w i t h  you a c o p y  of a s t u d y  d o n e  'wqcJTi_.the— U n T v exs-i-t-y''''of W i s c o n s i n  
C e n t e r  for C o n s u m e r  A f f a i r s  that shows h o w  lm'port'an'E it is to get a s t r o n g  
e d u c a t i o n a l  ef f o r t  going.

W h e n  you r e a l i z e  that today there are b a nk s c h a r g i n g  as much as 22 
p e r c e n t  interest on c o n s u m e r  cre dit  cards, w h i l e  their "best c u s t o m e r s "  g-f 
loans at a p r i m e  rat e of 7.5 percent, y ou  also, r e a l i z e  how important il is 
to get this i n f o r m a t i o n  o u t . . . a n d  get it out q ui ck ly.



IN T E R N A T IO N A L  CON SUM ER RESEA RC H  IN ST ITU TE  
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FOR R E L E A S E  FOR I N F O R M A T I O N :
J A N U A R Y  29, 1987 Ed D o o l e y

C h r i s t o p h e r  S m i t h  
( 2 0 2 ) 6 5 9 - 5 6 5 6

C O N S U M E R  L B A D B R S  S A Y  BA N K CA RD  R A T B S  T O O  HI GH

M I L W A U K E E ,  WI., J a n u a r y  29, 1987 -- A m e r i c a ’s c o n s u m e r  

l e a d e r s  are v i r t u a l l y  u n a n i m o u s  in th eir  b e l i e f  that cr edi t 

c a r d  i n t e r e s t  ra tes are too high, w it h the o v e r w h e l m i n g  

m a j o r i t y  s a y i n g  that an an nu al  rate of no m o r e  than 12 

p e r c e n t  is "a b o u t  right", a c c o r d i n g  to a s u r v e y  r e l e a s e d  

her e today.

The s ur ve y,  c o n d u c t e d  by the I n t e r n a t i o n a l  C o n s u m e r  R e s e a r c h  

I n s t i t u t e  (ICRI), found that 95 pe r c e n t  of the r e s p o n d e n t s  

b e l i e v e  b a n k s  are c h a r g i n g  e x c e s s i v e  i n t e r e s t  rates on 

cr e d i t  cards. W h e n  a s k e d  wh at  rate they b e l i e v e d  was "about 

right", 82 p e r c e n t  s a i d  12 p e r c e n t  or less.

j "At a time w h e n  the p r i m e  rate has f a l l e n  to 7.5 p e r c e n t  and

lots of ci ~ loans are ev en  lower, i t ’s u n b e l i e v a b l e  that the 

n a t i o n a l  a v e r a g e  for b a n k  c ar ds  is st ill  m o r e  than 18 

p e r c e n t , "  Jo DeMars, e x e c u t i v e  d i r e c t o r  of the ICRI, said.

De M ar s n o t e d  that d e s p i t e  the d r a m a t i c  d r o p  in g e n e r a l  

i n t e r e s t  r a te s o v e r  the last five years, c r e d i t  card 

i n t e r e s t  r a te s h a v e  a c t u a l l y  risen. In 1980, w h e n  the p rim e 

rate s t o o d  at 1 8. 39  p erc en t, the a v e r a g e  c r e d i t  card

I
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rate s t o o d  at 17 .31 p e r c e n t .  Today, the p ri me  rate  is down 

mor e than 10 p e r c e n t a g e  points, but cr ed it  card rates have 

gone up. The n a t i o n a l  a v e r a g e  is ove r 18 perce nt,  and some 

banks c ha r g e  in e x c e s s  of 22 pe rc ent  annuall y.

The n a t i o n w i d e  s u r v e y  of c o n s u m e r  leade rs  was u n d e r t a k e n  

b e tw ee n J a n u a r y  5 t h  and 23rd, and res ul t s are b e i n g  r e l ea se d 

to c o i n c i d e  w i t h  the e f f o r t s  of a c o a l i t i o n  of six n a t i on a l 

co n su m e r  o r g a n i z a t i o n s  who  are u r g i n g  A m e r i c a n s  to fight 

high c re d i t  c a r d  i n t e r e s t  ra tes (see a t t a c h e d  Wal 1 S t r e e t  

J o u rnal s t o r y ) .

These c o n s u m e r  o r g a n i z a t i o n s  are a d v o c a t i n g  a n a t i on al  

in fo rma tio n and a c t i o n  c a m p a i g n  to c o n v i n c e  c o n s u m e r s  to 

sw it ch to l owe r i n t e r e s t  cards. A s u r v e y  c o n d u c t e d  a year 

ago found that c o n s u m e r  l ea der s b e l i e v e  A m e r i c a n s  do not 

have the k i n d  of c o m p a r a t i v e  i n f o r m a t i o n  they n e e d  to ma k e 

informed d e c i s i o n s  a b o u t  w h i c h  cards are the be st  value.

As a c o n s u m e r  i s s u e s  o r g a n i z a t i o n ,  the I n t e r n a t i o n a l  

C o n s u m e r  R e s e a r c h  I n s t i t u t e  has been  w o r k i n g  w i t h  s t a t e  and 

national c o n s u m e r  grou ps,  as wel l as B a n k  C r e d i t  C a r d  

O b s e r v e r , a l e a d i n g  i n d u s t r y  new sl et te r,  to d i s s e m i n a t e  

i n f o r m at io n on c r e d i t  ca rd  i nt er e s t  rates and terms.
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ICRI b e l i e v e s  that f o r e w a r n e d  is f o r e a r m e d  —  and onl y the 

i n f o r m e d  c o n s u m e r  is f o r e w a r n e d .  E n c l o s e d  w it h this 

re le ase , is a t a b l e  s h o w i n g  the w i d e  ra nge of rates and 

terms a v a i l a b l e  to u s e r s  of bank  cr e di t cards. All of the 

c a rds  l i s t e d  in the t a b l e  are a v a i l a b l e  n at ion al ly.  Banks 

in yo u r c i t y  can p r o v i d e  ra tes and terms a v a i l a b l e  locally.

W i t h  the a v e r a g e  b a n k  c a r d  i n t e r e s t  rate for J a n u a r y  in the 

n a t i o n  in e x c e s s  of 1 8 . 00  per ce nt , r e f l e c t i n g  a s pr e a d  of 

10.50 to 22 .20  p e r c e n t ,  A m e r i c a n  c o n s u m e r s  have  real cr ed it  

ca r d optio ns,  but o n l y  if they  kn ow  what these o pt i on s are.

*  #  #



Journal to List Rates 
On Bank Credit Cards 
In Table Each Month
Uv  o  W a l l  S t h e k t  J o u r n a l S t o / /  R . p o r t e r
NEW YORK -  Beginning today. The 

Wall Street Journal w ill publish a monthly 
table of selected bank credit card interest, 
rates and terms.

The table, prepared by Bank Credit 
Card Observer, a newsletter published in 
Iselin. N .J .. w ill list banks with the lowest 
rates on credit cards such as Visa and 
MasterCard among about 200 banks sur­
veyed. All o f the banks listed make their 
cards availab le to customers nationwide. 
For each bank, the table will list the an­
nual fee to cardholders and the grace pe­
riod, o r time a fter purchases during which 
interest isn't charged.

The table also will list bank credi' cards 
available nationwide that charge no annual 
fee. Such cards may be of interest to the 
approximately 36% of cardholders, by the 
newsletter's estimate, who pay their 
credit-card balances in fu ll each month.

Currently , the survey shows only two 
no-fee cards, issued by Mercantile Trust 
Co. and Cenierre Trust Co.. both based in 
St. Louis. They ca rry  interest rates of 
19.8% and 22%. respectively.

The lowest rate in this month’s survey 
is 104%  on cards issued by three Arkansas 
banks. Arkansas law limits credit-card in­
terest to five percentage points above the 
Federal Reserve's discount rate, currently 
5 4% .

Bank credit-card rates have drawn in­
creasing attention recently. Last week, a 
coalition of consumer groups launched a 
campaign to encourage consumers to 
switch away from  high-interest cards. And 
the treasurer-elect of Illinois has criticized 
F irst National Bank of Chicago fo r the 
19.8% rate it c h a rg e s -a  rate typical 
among la rge banks with m a jo r market 
shares in the credit-card business.

Bank Credit Card
Interest Rates

January 1917
Banks with low interest ra le s  offe ring  bank credit

cares nationa lly. Rates shown ere lo r regu la r, no? ore- (
m ium . cards and aco lv  this month unless footnoted

int. Annual Grace •
Rata Fee D a n

Union N atl. Little Rock. AR vlQ.56% 170 00 DO
S im m on  111 N a ll. Plh« B lu ff. AR vtO SO 22.50 25
Twin City. N. L ittle Rock v ! 0 » 22.50 25
Union Trvst. Stam ford . Conn. 11.75 70 00 X
Republic Natl of M iami vM  00 72 00 X
Society N a ll. C levelana 14 05 20 00 X
Utd. B k l.T r , Harrtord . Conn. 15.00 20 00 X
Conn BkLT r. H artford IS 00 25 00 25
Ph lla SavFdSoc. Horsham . Pa. VlJ.42 18 00 75
Idaho 1st N a ll. Boise vIS 51 It 00 X
Bk of New Eno. Boston IS. 72 21 00 25
Meridian. Reading. Pa . IS.73 1500 25
Shawmut Bk NA. Boston 15 W 24 00 X
First F fo riae . Tampa IA 00 74 00 X
Z km  1st N a ll. Salt Lake C ity VIA W 20 00 71
S ta le s t Bk&Tr. Boston IA 50 75 Oh 71
Fleet N a ll. Providence. R l 1A.70 20 GJ X
Horsier NY . A lbany. NY 16 80 IS 00 2A
D o lla r D ry  Dock. N rw  York 1610 20 00 X
Mitsui M lgers. Los Anodes V1A9S 70 00 X
Bank of New York vlA 91 1100 X
Provident Natl. Philadelphia IA 99 1100 2i
Is) Amef N a ll. Nashville 1700 1500 25
Pittsburgh National 17.00 1100 25
R toub llc  N al Houston 17.25 70 00 25

Banks without any annual lee ottering credit cards
nationally.
M e rcan lileT r. St. Louis 19 80 25
Cenierre Tr. SI. Louis 72 00 DU

v-Variab le rate . rx>lnteres charped from  date of
posting, pu-lnterest charged from  cate ot purchase.
Source Bank Credit C ardObserver. tselin N .J.

!
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| Consumer Groups Increase the Pressure
On Banks to Lower Credit Card Rates

o-
By J ohn R . Dorfman

Staff Reporter of T i i k  W a l l  S t i i e k t  J o u r n a l

Consumer groups stepped up their pres­
sure yesterday (o r banks to lower credit 
card interest rates.

In news conferences in six cities, lead­
ers o f a coalition of m a jo r consumer 
groups called fo r consumers to "fight and 
switch" by discarding liigh-interest credit 
cards and substituting credit cards from 
other banks.

"We think the big banks have just been 
plain g reedy ." said David Berliner, assis­
tant director of Consumers Union, based in 
Mount Vernon. N .Y . He charged that most 
banks have failed to lower their rates on 
credit cards even though the cost o f funds 
is down dram atica lly .

" I f  bankers ran gas stations, we'd still 
be paying S I.40 per ga llon ." said Neil Fo ­
garty. president of the Consumers League 
of New Jersey.

Joining in the "fight and switch" coali­
tion were the Washington. D.C.-based 
groups Consumer Federation of America. 
Bankcard Holders of America. Public Citi­
zen and the National Consumers League. 
Also in the coalition are many state and lo­
cal consumer groups.
Six B an k s  C ri t ic iz e d

Fo r special criticism , the coalition se­
lected six large banks that it said issue 
about one-fourth of the nation's credit 
cards. The six were New York-based Citi­
bank, which charges 19.8% Interest on 
credit card balances; San Franrisco-based 
Bank of America, 19.8%; New York-based 
Chase Manhattan Bank, currently 19.8% 
but dropping to 17.5% on Feb. 1; New 
York-based Manufacturers Hanover Trust 
Co., 17.8%; Chicago-based F irst National 
Bank o f Chicago. 19.8%; and New York- 
based Chemical Bank. 19.5%.

In contrast to those rates. Gary Serota, 
president o f Bankcard Holders, said that 
his group publishes a list o f some 50 banks 
across the country with credit card inter­
est rates of 16.5% o r less. The banks are 
grouped by region. Some, but not a ll o f 
them, issue credit cards nationwide.

In the most recent survey of 200 banks 
by Bank Credit Card Observer, the best in-* 
terest rates availab le from  banks that o f­
fer cards nationwide were from  three A r­
kansas banks-U n ion  National Bank in L it­
tle Rock, Simmons F irst National Bank in 
Pine B lu ff, and Twin City Bank in North 
Little Rock. A ll three were charging 10.5%, 
in keeping with an Arkansas law that lim ­
its credit card interest rates to five per­

centage points above the Federal R e ­
serve’s discount rate. Republic National 
Bank in Miami was charging 14%. and So­
ciety National Bank in Cleveland was 
charging 14.05%.

Representative? fo r the six criticized

banks said that the ra les charged arc ap­
propriate. "The cost of funds is less impor­
tant fo r credit cards than it is fo r other 
loans." said a representative fo r Chase 
Manhattan. “ You ’ re dealing with m illions 
o f sm all transactions, each of which must 
be processed separately ."

The Chase representative also noted 
that its premium cards will soon carry  an 
interest rate of 16.5%. and that a ll o f its 
cards o ffe r " a  substantial number of en­
hancements," such as travel rebates, colli- 
s on insurance on rental cars and waiver of 
the annual fee when charges exceed a 
threshold amount.

Such enhancements didn’t seem to 
ca rry  much weight with the consumer- 
group leaders. Banks "refuse to compete 
on the basis of pric "  in the credit card 
market, said M r. Serota. Instead, he 
charged, they compete on the basis of "un ­
necessary perks" such as "luggage tags or 
the chance to use a health club in Singa­
pore when you trave l."

A representative fo r Chemical Bank 
said. "We are currently conducting a re­
view of our pricing structure. We will be 
innovative in responding to consumer 
needs.’.’

A Manufacturers Hanover spokesman 
said. "W e were the first o f the m ajo r 
banks to drop our rales, from  19.8% to 
17.8% in 19S5." That step was taken to re ­
flect a decline in the cost of funds, he said, 
and has been been well-received by con­
sumers. Manufacturers Hanover has is­
sued more than one million credit cards 
since September 1985. he said.
‘V a lu e  a n d  C ho ic e ’

A Citibank spokeswoman said only. 
"W e believe our cards provide value and 
choice to the consumer."

A spokesman fo r First National Bank of 
Chicago said the bank believes its fee 
structure is appropriate, "given the high 
costs associated with providing this conve­
nient form  of consumer credit."

A representative of Bank of America 
said that the bank believes its credit card i 
interest rate is "below that of other m ajo r 
banks in California, and competitive with 
savings and loans that o ffe r an equal 
grace, o r interest-free, period."

In a related development, the treasurer- 
elect of Illinois. Jerome Cosentino, re ­
cently threatened to withdraw stale busi­
ness from  F irst National Bank of Chicago, 
a unit of F irst Chicago Corp., because he 
considered F irst Chicago’s 19.8% interest 
rate on credit cards too high. As reported 
last F riday , F irst Chicago has moved to 
expand its credit card operations by buy­
ing a Delaware bank. Beneficial National 
Bank USA o f Wilmington, from  Beneficial 
Corp. Delaware doesn't regulate interest 
rates o r annual fees on credit cards.



CONSUMER BANK CARD CHOICES
R A T E  B A N K  FEE  TERM S

A representative list o f banks o ffe ring  credit cards nationally shows the wide range ot rates and terms currently 
availab le. Consumers are urged to comparison shop fo r credit cards.

io.5orc UN IO N  N A T IO N A L  
(A R )

$20 No Grace Period

11 .75%

1‘1.007c

UN IO N  T R U S T  
(C T )

C H E V Y  CH A SE  
SA V IN G S (M D )

$20

$18

30 days on new 
purchases

30 days on new 
purchases

M.05%

15.5S7c

SO C IETY  N A T IO N A L  
(O H )

ID A H O  1ST N A T IO N A L  
( ID )

$20

$18

31 days on new 
purchases

30 days on new 
purchase

19.807c

19 80%

C IT IB A N K
(S.D.)

M E R C A N T ILE  T R U S T  
(M O )

$20

$0

30 days on new 
purchases

25 days on new 
purchases

!9 .S 0% BA N K  O F  A M E R IC A  
(C A )

$18 25 days on new 
purchases

20.<10% SE C U R IT Y  PA C IF IC  
(C A )

$15 25 days on new 
purchases

21.60% BA N K  O NE 
(O H )

$30 30 days on new 
ourchascs

22.20% V A L L E Y  BA N K  
(N V )

$15 28 days on new 
purchases

Rates are subject to change. This inform ation docs not guarantee rates or terms. 

SO URCE ; Bank Credit Card Observer, iselin , N.J.



TESTIMONY BEFORE SENATE LABOR & COMMERCE COMMITEE

Mr. Chairman, my name is Wes Coyner and I am representing 
the Alaska Bankers Association who support passage of SB87. 
This bill is, in fact more of a consumer bill than a banking 
bill.

What this bill will do is provide a single legal maximum 
interest rate on the oucstanding balances on credit cards.

Under current Alaska law we have a two tier interest 
rate structure which is outdated, and a relic of the days 
of high interest rates and high inflation.

We now have a maximum rate of 18% on the first $1,000 
owed on local bank cards and a lower rate on balances over 
$1,000 that floats at five points above the federal discount 
rate. The discount rate has fallen recently and this lower 
rate on balances over $1,000 is now 10.5%. That is the 
problem - rates are too high on balances under $1,000 and 
too low on balances over $1,000.

As a result of our current two tier system approximately 
150,000 Alaskans who have VISA and MASTERCHARGE cards issued 
by Alaska banks, are not getting the full benefits of falling 
interest rates in todays market.

In addition, current statute places Alaska. brinks, who 
offer credit cards, at a ccmpetetive disadvantage with out 
of state banks who have captured approximately half of the 
Alaska credit card market. Ironically, most of those banks 
charge a higher interest rate than local banks.

Further, existing law discourages Alaska banks from 
issuing new cards, which in turn effects the number of 
people employed in their card operations and forces many 
Alaskans to use out of state cards at higher rates than Alaska 
law allows. State .laws do not apply to out-of-state banks and 
credit unions who issue cards under more liberal xaws of their 
home states, in the case of banks, and federal regulations for 
credit unions. Thirteen states have no limit and all but five 
states allow rates that vary from 18% to; 30%. However, the 
legal maximum is not necessarily the rate charged.

As a side note, and as an example, Alaskan National Bank of 
the North recently sold their credit card operations to Seattle 
First National Bank. They reduced employment in that department 
by 10-14 employees and now Seattle First will be offering Alaska 
customers a card from Seattle at a 15% single rate not regulated 
by Alaska law but by Washington state.



Existing law allows our competitors from out of state 
to do things that we cannot do, and the law in its present 
form is not beneficial to lower income consumers.

We have a situation in which most of Alaska-issued card 
■owners (approximately 2/3), who carry relatively low balances, 
wind up paying the maximum 18%, while a minority of the more 
affluent, who qualify for the premium bank cards with larger 
credit lines, can carry large balances and pay 10.5% on some 
of it. Consequently, to make up for lower earnings on this 
money, banks must push the rate to the maxiumu 18% on the lower 
balances. This has the effect of the more affluent using the 
cards as a source of cheap consumer credit and being subsidized 
by the average consumer who carrys a smaller credit balance.

Our current structure has created inequities for banks 
doing business in Alaska, who want to provide jobs, and for 
the small or average consumer who desires a lesser interest 
rate.

Passage of SB87 would correct those inequities.

Banks would be able to compete on even terms with out 
of state banks by providing more cards to Alaskans seeking 
them, thereby expanding their card base, which in turn can 
lead to expanded operations and employment.

Most consumers would benefit by having one rate to 
consider rather than the confusing two tier system that 
now penalizes the lower balance user.

For those who are concerned about a maximum rate of 18% 
as set forth in SB87, Alaska banks are presently percieved 
to be an 18% card, when truely they are not. We cannot 
survive with an image of having an 18% card when our 
competitors are offering cards at far less.

In this regard, one of the two remaining Alaska banks 
offering credit cards will commit, in todays market, to a 
single or blended rate of 16.5%, or less, with passage of 
SB87. Thus, immediately reducing the 18% rate currently being 
paid by the approximately two thirds of holders of Alaska 
issued cards. Competition will certainly dictate that the 
other bank review the market to protect their interest.

Oui current, out of step law, no longer protects or 
benefits the average consumer, who it was designed to protect 
and has put Alaska banks into a disadvantaged position against 
out of state card issuers.



SB87 will correct these problems and benefit both the 
consumer and the banks doing business in Alaska and creating 
employment.

The earlier this suggested change can be implemented, 
J-’-o sooner banks can compete by the same basic ground rules 
; out of state competitors and the sooner the consumer can 

take advantage of the lower interest rate at least one bank 
will commit to today and the other bank will review based 
on market conditions.
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BANK C/"* •-*% )• t . t. .. A sam
ARD INTEREST RATES
p[e of some Anchorage banks

Company First 51 ,000 Over $1 ,000 Annual fees Interest free period
Alaska Continental Bank 1 8 .0 0% 1 0 .5 0% - $ 2 0 2 5  days
Alaskan Federal Credit Union * 1 4 .8 5% same none none
Alaska Mutual Bank 18 .5 0% same $ 1 8 21 days
Alaska National Bank of the North 1 5 .0 0% same $ 1 8 21 days
Alaska Pacific Bank 1 8 .0 0% 1 0 .5 0% $ 2 0 2 5  days
Alaska Statebank 18 .0 0% 10 .5 0% $ 2 0 2 5  days
Alaska USA Federal Credit Union * 1 3 .9 0 % same $ 1 5 2 5  days
Fedalaska Federal Credit Union 1 8 .0 0% 10 .5 0% $ 2 0 2 5  days
First Federal Bank o f Alaska 1 8 .0 0% 1 0 .5 0% $ 2 0 2 5  days
First Interstate Bank of Alaska 2 1 .0 0 % same $ 2 0 2 5  days
First National Bank o f Anchorage •• 1 8 .0 0% •1 0 .5 0 % $ 2 0 : 2 5  days
National Bank of Alaska 1 8 .0 0% 10 .5 0% $ 2 0 2 5  days
Rainier Bank Alaska 1 5 .0 0% same $ 2 0 2 5  days
Alaska Bank Card Center 1 8 .0 0% ' 1 0 .5 0% $ 2 0 2 5  days

' Fluctuates



By JANE CARTWRIGHT
Daw  News reDoner

i
f y o u 'r e  u n h a p p y  w i t h  t h e  i n t e r e s t  r a t e  
y o u  p a y  o n  y o u r  c r e d i t  c a r d ,  a l l  y o u  m a y  
h a v e  to  do  is  d r iv e  d o w n  th e  s t r e e t  to  a  
d i f f e r e n t  b a n k .

O r  a p p iv  f o r  a  " c h e a p e r "  c a rd  f r o m  a n  
o u t - o f - s ta te  b a n k .

D o n 't  le t  t h e  p l e a s u r e  a n d  c o n v e n ie n c e  o f  
t h e  c r e d i t  c a rd  — p e rh a p s  t h e  m o s t  p o p u l a r  
c o n s u m e r  in v e n t i o n  e v e r  — b l in d  y o u  to  t h e  
r e a l i t y  o f  m o n th ly  p a y m e n t s ,  s a y  e x p e r t s .  
S h o p  a r o u n d  f o r  t h e  b e s t  i n t e r e s t  r a t e ,  a n n u a l  
f e e  a n d  in t e r e s t - f r e e  g r a c e  p e r io d .

B a n k s  t h a t  i s s u e  V is a  o r  M a s te rC a r d  s e t  
t h e i r  o w n  i n t e r e s t  r a t e s .  R a te s  c h a rg e d  b y  
A n c h o r a g e  b a n k s  a n d  c r e d i t  u n io n s  v a r y  
w id e ly  — u p  to  6 p e r c e n t .

A la s k a  U S A  F e d e r a l  C r e d i t  U n io n  c u r ­
r e n t l y  c h a rg e s  i t s  m e m b e r s  
t h e  lo w e s t  r a t e  a t  13.9 p e r ­
c e n t .  C a l i f o r n i a - b a s e d  F i r s t  
I n t e r s t a t e  B a n k  o f  A l a s k a  
c h a rg e s  t h e  h ig h e s t  a t  21 p e r ­
c e n t .

T h e  m a jo r i t y  o f  A n c h o ra g e  
b a n k s  c h a rg e  18 p e r c e n t  on  
t h e  f i r s t  51,000 o f  u n p a id  b a l ­
a n c e  a n d  10.5 p e r c e n t  o n  a n y ­
th in g  a b o v  j  t h a t .

T h e  a n n u a l  i n t e r e s t  r a t e  is 
t h e  a m o u n t  t h e  c a r d h o ld e r  
p a y s  o n  th e  u n p a id  b a la n c e  o f 
t h e  c h a rg e . U s u a l ly  t h e r e ’s a n  
in t e r e s t - f r e e  o r  g r a c e  p e r io d  
b e fo r e  i n t e r e s t  is  t a g g e d  o n to  • 
th e  b a la n c e . T h e  l e n g th  o f  th e  
g ra c e  p e r io d  v a r i e s ,  to o .  S o  
d o e s  t h e  a n n u a l  f e e  c h a r g e d  to  
u s e  t h e  c a rd .

So  w h a t?  y o u  m a y  a s k .  I f  
so , y o u ’r e  n o t  a lo n e .

O n e  i n  f o u r  A m e r ic a n s  c a r ­
r y in g  b a n k  " p l a s t i c "  d o e s n 't  
k n o w  th e  r a t e  o f  i n t e r e s t  h e  is  p a y in g  f o r  th e  
p le a s u r e ,  a c c o rd in g  to  a  s u r v e y  p u b l i s h e d  in  
t h e  B a n k  C r e d i t  C a rd  O b s e r v e r ,  a  m o n th ly  
in d u s t r y  n e w s l e t t e r .

T h e  p e r c e n ta g e  o f  c a r d  h o ld e r s  w h o  d o n 't  
k n o w  m a y , in  f a c t ,  b e  q u i t e  a  b i t  h ig h e r ,  
a c c o rd in g  to  e x p e r t s .  M a n y  p e o p le  f in d - i t  
d i f f i c u l t  to  a d m i t  t h e y  d o n ’t  k n ow *

A  s u r p r i s i n g  78 p e r c e n t  o f  t h e  i,0 08  A m e r i ­
c a n s  s u r v e y e d  s a i d  t h e y  s e e  t h e i r  c a r d s  a s  
m o re  o f a  c o n v e n ie n c e  t h a n  a  lo a n .

" T h e  n e w  y e a r  w i l l  c h a l le n g e  th e s e  b e ­
l i e f s ,” a c c o rd in g  t o  t h e  N e w  J e r s e y - b a s e d  
n e w s le t t e r .  " . . .  C o m p a r a t iv e  s h o p p in g  is  
e n te r in g  a  n e w  e r a . "

T h e  n e w  f e d e r a l  t a x  l a w  c a l l in g  f o r  t h e  
p h a s e - o u t  o f  t h e  t a x  d e d u c t io n  o n  b a n k  c r e d i t  
c a rd  i n t e r e s t ,  a m o n g  o t h e r  th in g s ,  m a y  h e ig h t ­
e n  c o n s u m e r  a c t iv i sm , a c c o rd in g  to  t h e  n e w s ­
le t t e r .

T h is  a n d  o th e r  f a c to r s  m a y  l e a d  c o n s u m e r s  
t o  c o m p a r is o n  s h o p  f o r  c r e d i t  c a r d s  t h e  w a y  
t h e y  s h o p  f o r  b e s t  b u y s  o n  a p p l i a n c e s  a n d  
a u to m o b i le s .
• "C o n s u m e r s  a r e  s w i t c h in g  ( b a n k s )  b y  th e  

m i l l i o n s , "  s a id  S t e v e  E . G o o d m a n , a s s o c ia te  
e d i t o r  o f  t h e  n e w s l e t t e r ,  i n  a  te l e p h o n e  i n t e r ­
v ie w . " B a n k s  t h a t  o f f e r  lo w - in t e r e s t  r a t e s  a r e  
b e in g  sw a m p e d  b y  a p p l i c a t i o n s . "

A c c o rd in g  t o  t h e  n e w s l e t t e r ’s  p o l l  o f  th e  
n a t i o n ’s  200 l a r g e s t  b a n k s ;  t h e  lo w e s t  i n t e r e s t  
r a t e  o n  a  b a n k  c a r d ,  10.5 p e r c e n t ,  is  o f f e r e d  b y  
th e  F i r s t  C o m m e rc ia l  B a n k  o f  L i t t l e  R o ck , 
A rk . T h e  h ig h e s t :  22.2 p e r c e n t ,  b y  N C N B  
S o u th  C a r o l in a  in  C o lu m b ia .

T h e r e ’s n o th in g  to  p r e v e n t  a  r e s i d e n t  o f 
A n c h o r a g e  f r o m  a p p ly in g  fo r  c r e d i t  c a rd s  
o f f e r e d  b y  b a n k s  O u ts id e .  In  f a c t ,  m a n y  
A la s k a n s  d o . a c c o rd in g  lo  E lg ie  H o l s t e in ,  
W a s h in g to n , D .C ., d i r e c t o r  o f  B a n k c a r d  H o ld ­
e r s  o f  A m e r ic a .

A l l  y o u  h a v e  to  d o  is  w r i t e  to  th e  b a n k  a n d  
a p p ly  f o r  a  c a rd .

" I  d o  k n o w  t h a t  A la s k a  r e s id e n ts ,  l i k e  
r e s i d e n ts  e l s e w h e r e  in  t h e  c o u n t r y ,  a r e  c a r ­
r y in g  c r e d i t  c a r d s  i s s u e d  b y  a  lo c a l b a n k  a n d  
a ls o  c a r r y in g  a  l a r g e  n u m b e r  o f c a rd s  is s u e d  
b y  o u t - o f - s ta te  b a n k s , "  h e  s a id .

T h e  a v e r a g e  b a n k  c r e d i t  c a rd  i n t e r e s t  is  18.5 
p e r c e n t ,  h e  s a id ,  e v e n  th o u g h  i n t e r e s t  r a t e s  on  
m o r tg a g e s ,  c a r s  a n d  o t h e r  lo a n s  " h a v e  f a l le n  
d r a m a t i c a l l y . "

H o l s t e in  s a id  t h e  v a r i a t i o n  in  r a t e s  h e r e  in  
A n c h o r a g e  is  n o t  u n u s u a l .

" R e g a r d l e s s  o f  w h e r e  y o u  l i v e , "  h e  s a id , 
" y o u  s h o u ld  s h o p  a r o u n d  f o r  t h e  b e s t  d e a l  on
c r e d i t  c a r d s . "

B a n k c a r d  H o ld e r s  o f  A m e r ic a  w i l l  m a i l  y o u  
a  l i s t  o f  b a n k  i n t e r e s t  r a t e s  f r o m  a c ro s s  t h e  

i c o u n t r y  f o r  51.
" I f  t h e r e ’s  a  d i s p u t e  o v e r  a  c h a rg e , y o u  

h a v e  to  p u t  i t  i n  w r i t i n g , "  h e  e x p la in e d . " S o , 
i t  d o e s n ’t  m a t t e r  i f  t h e  b a n k  is tw o  b lo c k s  
a w a y  o r  2,000 m i le s ."

O f t h e  82 m i l l i o n  p e o p le  in  t h e  U .S . w h o  
c a r r y  b a n k  c r e d i t  c a rd s ,  a lm o s t  tw o - th i r d s  (63 
p e r c e n t )  s a y  t h e y  w o u ld  b e  w i l l i n g  t o  sw i tc h  

. to  a  c a r d  w i t h  a  lo w e r  i n t e r e s t  r a t e ,  a c c o rd in g  
to  t h e  B a n k  C r e d i t  C a rd  O b s e rv e r .

T h o u g h  t h e r e  is  a  p u s h  in  C o n g re s s  f o r  a 
n a t i o n a l  c e i l in g  o n  i n t e r e s t  r a t e s ,  th e  b a n k in g  
i n d u s t r y  o p p o s e s  i t .

" L e g i s l a t i o n  is  n o t  n e c e s s a r y  u n le s s  t h e r e  is  
1 e v id e n c e  o f  a  m o n o p o ly  in  t h e  m a r k e tp l a c e ,"
\  s a i d  M a ry -L iz  M e a n y ,  W a s h in g to n ,  D .C . 
\  s p o k e sw o m a n  f o r  th e  A m e r ic a n  B a n k e r s  A s s o ­

c ia t io n .
"W i th  t h e  is s u a n c e  o f  b a n k  

c a rd s ,  th i s  i s n 't  t r u e .  T h e r e 's  
q u i t e  a  lo t  o f  c o m p e t i t i o n .”

S h e  s a id  i t ’s d a n g e ro u s  to  
c o m p a re  c r e d i t  c a rd  i n t e r e s t  
r a t e s  w i t h  in t e r e s t  c h a r g e d  
fo r  o th e r  ty p e s  o f  c o n s u m e r  

! lo a n s .
" T h e y  (c a rd  lo a n s )  a r e  u n ­

s e c u r e d  l o a n s ,  r i s k y  lo a n s ,  
m o re  e x p e n s iv e  to  p r o c e s s ,"  
M e a n y  s a id . " T h e  c o s t  o f  a d ­
m in i s t e r in g  t h e  p r o g r a m  is 
v e r y  h ig h ."

S h e  s a id  c r e d i t  c a r d s  m a k e

/
le s s  m o n e y  f o r  b a n k s  — 1.68 
p e r c e n t  o f  b a l a n c e s  b e f o r e  
ta x e s  — th a n  m o r tg a g e s  (2.24 
p e r c e n t ) ,  i n s t a l lm e n t  lo a n s  
/  (2.32 p e rc e n t )  o r  c o m m e rc ia l

/  lo a n s  (2.91 p e rc e n t) .
A n d  th e  f e e s  f o r  c r e d i t  

c a rd s  a r e  " m o r e  a c c u r a te ly  
d e s c r ib e d  a s  s e rv ic e  r a t e s , "  

M ean y  s a id .  “T h e y  a r e  a  t r e m e n d o u s  c o n v e ­
n ie n c e  a n d  th e y  a r e  v e r y  p o p u l a r . "

H o w e v e r , in  i t s  F e b r u a r y  is s u e , C o n s u m e r  
R e p o r ts  n o te d  t h a t  l a s t  y e a r  c o n s u m e r s  o w ed  
s om e  570 b i l l i o n  in  o u t s t a n d in g  c r e d i t  b a l ­
a n c e s , " a  v i r t u a l  g o ld  m in e  f o r  c a rd  is s u e r s ,  

_ e s p e c ia l ly  th o s e  w h o ’v e  p l a n t e d  m i l l i o n s  o f  
• c a rd s  i n  t h e  w a l l e t s  o f  c o n s u m e r s ."

T h e  m a g a z in e  r e p o r t s  t h a t  " l e n d e r s  a ls o  
b e l ie v e d  t h a t  c o n s u m e r s  w e r e  n o t  s e n s i t i v e  t o  
i n t e r e s t  r a t e s  b e c a u s e  th e y  a r e  h o o k e d  o n  
t h e i r  c a rd s ,  a n d  t h e  le n d e r s  f e l t  f r e e  to  c h a r g e  
w h a t e v e r  i n t e r e s t  t h e  t r a f f i c  w i l l  b e a r . "

H o w e v e r ,  s e n s i t i v i t y  b y  b a n k s  m a y  b e  
g ro w in g . L a te  l a s t  y e a r  C i t i b a n k ;  t h e  l a r g e s t  
i s s u e r  o f  c r e d i t  c a rd s  in  th e  c o u n t r y ,  d r o p p e d  
i t s  r a t e  f r o m  19.8 p e r c e n t  to  16.8 p e r c e n t  o n  i t s  
p r e m iu m  c a rd s .  C h a s e  M a n h a t ta n ,  t h e  t h i r d  
l a r g e s t  c r e d i t - c a r d  i s s u e r ,  q u ic k ly  r e d u c e d  i t  
r e g u la r  V is a  a n d  M a s te rC a rd  a c c o u n ts  f r o m
19.8 p e r c e n t  to  17.5 p e r c e n t .



B y  law , A la s k a  b a n k s  c a n n o t  a s s e s s  c a rd  
h o ld e r s  m o re  t h a n  18 p e rc e n t  i n t e r e s t  a n n u a l l y  
o n  c r e d i t  b a la n c e s  o f  le s s  t h a n  S I ,000.

F o r  a c c o u n t s  w i t h  b a la n c e s  e x c e e d in g  
$1,000, th e  i n t e r e s t  r a t e  f lo a t s  5 p e r c e n ta g e  
p o in ts  a b o v e  t h e  d is c o u n t  r a t e  s e t  b y  th e  
F e d e r a l  R e s e rv e  B a n k  — c u r r e n t l y  5.5 p e r c e n t .

T h e  r e s t r i c t i o n s  d o n ’t  ap p * y  to  o u t - o f - s ta te  
b a n k s  w i t h  b r a n c h e s  in  A la s k a .

R a in i e r  B a n k  A la s k a  o f f e r s  a 15 p e r c e n t  
i n t e r e s t  r a t e  — th e  s am e  r a t e  R a in i e r  B a n k  
c h a rg e s  i t s  W a s h in g to n  c u s to m e r s . T r a n s a c ­
t io n s  a r e  p ro c e s s e d  t h r o u g h  S e a t t l e .

S e a t t l e  F i r s t  N a t i o n a l  B a n k  p r o c e s s e s  
t r a n s a c t io n s  f o r  f o u r  A la s k a  b a n k s :  A la s k a  
N a t io n a l  B a n k  o f  th e  N o r th  (15 p e rc e n t) ,  
A la s k a  M u tu a l  B a n k  (18.5 p e rc e n t) ,  M o u n t 
M cK in le y  (18.5 p e rc e n t )  a n d  F i r s t  B a n k  (18.5 
p e rc e n t) .

W ith  S e a F i r s t ’s a c q u i s i t i o n  l a s t  m o n th  o f 
th e  b a n k  c a rd  o p e r a t io n  a t  A la s k a  B a n k  o f  th e  
N o r th ,  t h e  n u m b e r  o f  A n c h o ra g e  in s t i t u t i o n s  
t h a t  i s s u e  a n d  p ro c e s s  t h e i r  o w n  c a rd s  s h r a n k  
to  th r e e :  tw o  c r e d i t  u n io n s  a n d  a  b a n k .

C o m p e t in g  w i t h  A la s k a  U S A  F e d e r a l  C re d ­
i t  U n io n ’s 13.9 p e r c e n t  is  A la s k a  F e d e r a l  
C re d i t  U n io n ’s  14.85 p e rc e n t .  Y ou  m u s t  b e  a 
m e m b e r  to  g e t  a  c a rd . A la s k a  F e d e r a l  c h a rg e s  
no  a n n u a l  f e e  f o r  u s e  o f  a  c a rd . H o w e v e r , 
th e r e  is  n o  g r a c e  p e r io d .

T h e  o n e  b a n k  in  A n c h o ra g e  t h a t  is s u e s  i ts  
ow n  c a rd  is  F i r s t  N a t io n a l  B a n k  o f  A n ­
c h o ra g e . T h e  i n t e r e s t  r a t e  is  18 p e r c e n t  o n  th e
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f i r s t  51,000 a n d  10.5 o n  a n y th in g  a b o v e .
T h e  b a n k  o f f e r s  a  25 -d ay  g r a c e  p e r io d  a n d  

c h a rg e s  a  $20 a n n u a l  fee .
T h o u g h  t h e r e  a r e  o n ly  t h r e e  f i n a n c i a l  i n s t i ­

t u t i o n s  t h a t  i s s u e  a n d  p ro c e s s  t h e i r  o w n  c a rd s ,  
A la s k a  B a n k  C a rd  C e n te r  p ro c e s s e s  c a r d s  in  
th e  n a m e  o f 21 o t h e r  f in a n c ia l  i n s t i t u t i o n s
s t a t e w id e .  T h e  c e n te r  is  a  w h o l ly  o w n e d
s u b s id i a r y  o f  N a t i o n a l  B a n k  o f  A la s k a ,  th e
s t a t e ’s l a r g e s t  b a n k .

R a te s  f o r  N a t i o n a l  B a n k  o f  A l a s k a ’s 50,000 
c a rd h o ld e r s  a r e  t h e  s am e  a s  th o s e  o f f e r e d  b y  
th e  F i r s t  N a t io n a l  B a n k  o f A n c h o ra g e .

L o c a l b a n k  o f f ic ia ls  s a y  t h e y  e n c o u r a g e  
s h o p p in g  a r o u n d .
„ " I  t h i n k  p e o p le  a r e  b e c o m in g  m o r e  c o g n i ­
z a n t  o f  th e ' d i f f e r e n t  i n t e r e s t  r a t e s  c h a r g e d ,"  
s a id  V ic k i W ilts , m e m b e r  s e r v ic e s  m a n a g e r  f o r  
A la s k a  F e d e r a l  C r e d i t  U n io n .

" B e f o r e ,  i t  d i d n ' t  m a t t e r .  P e o p le  s a id ,  ‘G iv e  
m e  th e  c a rd  a n d  l e t  m e  d o  m y  s h o p p in g . ' 
W e’re  n o w  lo o k in g  a t  a  y o u n g e r  g e n e r a t i o n ,  
t h e  28-to-45 a g e  g ro u p , w h ic h  i s  e d u c a te d  
a b o u t  h o w  to  s p e n d  m o n e y  w i s e ly ."

J o a n  E a s le y ,  b r a n c h  m a n a g e r  f o r  R a in i e r  
B a n k  A la s k a ,  a g r e e d . " T h is  i s  a  s o p h i s t i c a te d  
p o p u l a t i o n  t h a t  is  v e r y  m u c h  a w a r e  o f  w h a t  
i n t e r e s t  r a t e s  a r e  d o in g ,"  s h e  s a id .  "W e g e t  
c a l l s  f r o m  p e o p le  w h o  w a n t  t o  c h a n g e  c a r d s . "

B e c a u s e  r a t e s  in  A la s k a  a r e  l o w e r  t h a n  
o th e r  p a r t s  o f  t h e  c o u n t r y ,  o u t - o f - s t a t e  c o n ­
s u m e r s  a p p ly  h e r e  f o r  A la s k a  c a rd s ,  s a id  
G lo r ia  R a g e r , b a n k  c a r d  c o o r d in a to r  f o r  A la s ­
k a  M u tu a l  B a n k .  “W e g e t  c a l l s  f r o m  E a s t  
C o a s t c o n s u m e r s  tw o  o r  t h r e e  t im e s  a  d a y .  
P e o p le  c a n  a f f o r d  to  b e  c h o o s y . ’
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W isc o n s in  b a n k ,  b e g a n  o f f e r ­
in g  s o m e  c a r d s  a t  a  14.9 p e r ­
c e n t  i n t e r e s t  r a t e ,  b u t  e l im i ­
n a te d  t h e  g r a c e  p e r io d .

C o n s u m e r .  R e p o r t s  n o t e s :  
" L e t 's  s a y  y o u  m a k e  f iv e  $50 
p u r c h a s e s  d u r in g  a  b i l l i n g  c y ­
c le  a n d  p a y  in  f u l l  tw o  w e e k s  
b e f o r e  t h e  b i l l ’s a r r i v a l .  W ith  
t h e  n o rm a l  25 -d ay  g r a c e  p e r i ­
o d , y o u ’d  o w e  n o  i n t e r e s t .

" B u t  w i th o u t  a  g r a c e  p e r i ­
o d , t h o s e  p u r c h a s e s  w o u ld  
c o s t y o u  $3 to  $4 in  i n t e r e s t  
e v e n  o n  a  c a rd  w i th  a  r e l a ­
t i v e l y  lo w  14.9 p e r c e n t  i n t e r ­
e s t  r a t e . "

• V a r i a b l e  r a t e s .  O t h e r  
b a n k s  o f f e r  a  lo w - r a te  c a rd ,  
b u t  t h e  r a t e  is  v a r i a b le .  M a ­
r in e  M id la n d  in  N ew  Y o rk , 
f o r  e x a m p le ,  o f f e r s  a  c a r d  
w i t h  a  14.9 p e r c e n t  v a r i a b l e  
r a t e .  T h e  b a n k  c h a n g e s  th e  
r a t e  e v e r y  q u a r t e r  a c c o rd in g  
to  a  n u m b e r  o f  f a c to r s ,  i n c lu d ­
in g  t h e  c o s t o f  th e  f u n d s . T h e  
r a t e ,  h o w e v e r ,  is  n o t  p e g g e d  
to  a n y  o u t s id e  in d e x .

I f  y o u  p a y  o f f  y o u r  c r e d i t -  
c a rd  b a la n c e s  r e g u l a r l y  a n d  
d o n ’t  in c u r  f in a n c e  c h a r g e s ,  a  
m u c h  h ig h e r  r a t e  d o w n  th e  
l in e  w o n ’t  m a k e  m u c h  d i f f e r ­
en c e . B u t  i f  y o u  c a r r y  c r e d i t  
b a la n c e s ,  i t  c o u ld .

" B e f o r e  lo o k in g  f o r  a  c r e d ­
i t  c a r d  t h a t  o f f e r s  t h e  b e s t  
f e a tu r e s  in  t h e  c r a z y  q u i l t  o f  
p r i c in g  s c h em e s , c o n s id e r  f i r s t  
h o w  y o u  u s e  c r e d i t ,” t h e  m a g ­
a z in e  s u g g e s ts .  " I f  y o u  a r e  a  
‘c o n v e n ie n c e ’ u s e r ,  w h o  p a y s  
o f f  b a la n c e s  p r o m p t ly  e a c h  
m o n th  th u s  i n c u r r in g  n o  f i ­
n a n c e  c h a rg e s , g ra c e  p e r io d s  
c o u n t  b u t  i n t e r e s t  r a t e s  do  
n o t .

" I f  y o u ’re  a  t r u e  c r e d i t  
u s e r ,  w h o  a l lo w s  y o u r  u n p a i d  
b a la n c e s  to  r e v o lv e  i n t o  t h e  
n e x t  b i l l i n g  p e r io d ,  lo o k  f o r  a  
l o w e r  i n t e r e s t  r a t e .  A n d , o f  
c o u r s e , th e  m o r e  h e a v i l y  y o u  
c h a rg e ,  th e  m o r e  y o u ’l l  s a v e  
w i t h  t h e  lo w e r  r a t e .

“W h en  e v a l u a t i n g  c r e d i t -  
c a r d  o f f e r s , lo o k  c a r e f u l l y  a t  
t h e  f in e  p r i n t  b e fo r e  y o u  s ig n  
u p .  C h e c k  th e  a n n u a l  fe e . 
D o e s  t h e  b a n k  c h a rg e  y o u

i n t e r e s t  a t  a  h i g h e r  r a t e  i f  y o u  
p u r c h a s e  le s s  o n  y o u r  c a rd ?  
A r e  th e r e  t r a n s a c t io n  f e e s  fo r  
c a s h  a d v a n c e s  o r  e v e n  p u r ­
c h a s e s ?

" Y o u r  b e s t  b e t  is  s t i l l  w i t h  
a n  o ld - f a s h io n e d  c r e d i t  c a rd  
w i t h  a  lo w  i n t e r e s t  r a t e ,  lo w  
a n n u a l  fe e , a n d  t h e  g r a c e  p e r i ­
o d . S u c h  o f f e r s  a r e  l i k e l y  to  
c o m e  f r o m  f i n a n c i a l  i n s t i t u ­
t io n s  t h a t  a r e  t r y i n g  t o  g e t 
m o r e  c a r d s  i n to  t h e  h a n d s  o f 
c o n s u m e r s , r a t h e r  t h a n  f ro m  
b a n k s  t h a t  a l r e a d y  h a v e  a 
l a r g e  c r e d i t - c a r d  c o n s u m e r  
b a s e ."

C o n s u m e r  R e p o r t s  n o t e s  
t h a t  " p r i c in g  c a n  b e  s u b t l e . "

C o n s id e r  F i r s t  D e p o s i t  N a ­
t i o n a l  B a n k  i n  T i l to n ,  N .H . I t  
o f f e r e d  b y  m a i l  a  V is a  c a rd  
w i t h  n o  a n n u a l  f e e s ,  n o  t r a n s ­
a c t io n  f e e s , l o w e r  m in im u m  
m o n th ly  p a y m e n t s  a n d  a  1 
p e r c e n t  r e b a t e  o n  e v e r y  p u r ­
c h a s e  m a d e  w i t h  t h e  c a rd .

T h e  c a tc h ?
T o  g e t  t h e  c a r d ,  y o u  h a d  to  

t a k e  o u t  a  $1,000 c a s h  a d v a n c e  
a t  a  h e f t y  21 .9 p e r c e n t  i n t e r ­
e s t  r a t e .
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ALASKA W OMEN’S LOBBY
POST O FF ICE  BOX 10-1571. ANCHORAGE. A L A S K A  99510

February 11, 1987

Honorable Tim Kelly
Senate Labor and Commerce Committee
P.O. Box V
Juneau, Alaska 99811

Dear Chairman Kelly and members of the committee:

The Alaska Women's Lobby has consistently been opposed to efforts 
aimed at de-regulation or raising the legal limit on service 
charges and interest rates.

We cannot agree with the Alaska Banker's Association's 
characterization of SB 87 as a consumer bill rather than a banking 
bill.

The banks propose that if allowed to raise the limit on service 
charges on credit cards to a single rate of 18% per year there 
would be a result in consumer savings because they would not 
necessarily charge consumers the maximum allowed by law.

Over the years we have seen interest rates drop considerably as 
has the Federal discount rate and holders of Alaskan credit cards 
with balances of $1,000 or less have yet to experience a savings.

The supporters of SB87 claim that they must push the rate charged 
on lower balances to the maximum because the lowering of the discount 
rate has not allowed them to charge high enough interest on balances 
over $1,000. It would seem that the lowering of the discount rate 
might have resulted in increased profits for the banks if it was 
not met by a decrease in interest charged to the majority of 
consumers.

In previous years we have been told that if the statutes were 
not changed to allow for an increased maximum rate it would force 
Alaska's banks to give up therir credit card operations and in 
fact Alaska National Bank of the North did so and is now offering 
Alaskan customers a card from Seattle at a 15% single rate. This ’ 
resulted in an actual benefit to Alaskan consumers.

The present two-tier system does not penalize the lower balance 
user. The statutes do not mandate the banks to charge the maximum 
interest rate.

One of the two remaining banks offering in-state credit cards 
says if allowed to charge 18% to everyone they promise they will 
reduce the rate, "in today's market", the other bank, we are told 
will consider the question. These do not seem guarantees the consumer 
can count on.
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If the two-tier system is outdated and is indeed responsible for 
causing the majority of holders of Alaska issued cards to pay 
18% interest rates then we would not oppose providing a single 
maximum rate. That rate though,should guarantee a savings to 
Alaskan credit card holders, perhaps 16%.

Or you might consider a single floating rate of a certain number 
of percentage points above the discount rate set by the Federal 
Reserve Bank. This way the rate could adjust to current market 
conditions. Another possibility would be a choice of the higher 
of the two.

Consumers are becoming more sophisticated and their choices are 
broad. Some Alaskan banks are charging a 15% single rate on out 
of state cards. Credit Unions offer even lower rates. There is 
a push in Congress for a national ceiling on interest rates.

We do not wish to prevent Alaskan banks from competing with out 
of state issuers in attracting credit card customers, but as you 
consider amending our current consumer-protective statutes we 
would urge you to assure tha*- changes will result in an actual 
benefit to the average consumer.

Thank you for your consideration.

Sincerely,

Sherrie Goll
for the Alaska Women's Lobby



House subcommittee votes to limit credit card interest
By SANDY JOHNSON
Tno Associated Press

W A S H IN G T O N  — A  H o u s e  s u b c o m m i t t e e  
v o te d  W e d n e s d a y  t o  im p o s e  a n  a d ju s t a b l e  c a p  
o n  c r e d i t  c a r d  i n t e r e s t  r a t e s  t h a t  i f  in  e f f e c t 
to d a y  w o u ld  s e t  t o p  r a t e s  a t  13.8 p e r c e n t  — 
a b o u t f iv e  p o i n t s  b e lo w  p r e v a i l i n g  r a te s .

A lo n g  s t r a i g h t  p a r t y  l i n e s ,  t h e  D e m o c ra t ic -  
ru n  B a n k in g ,  F in a n c e  a n d  U r b a n  A f f a i r s  
s u b c o m m i t te e  o n  c o n s u m e r  a f f a i r s  a n d  c o in a g e  
a p p ro v e d  a  c e i l in g  o f  e i g h t  p e r c e n ta g e  p o in t s  
a b o v e  th e  y i e l d  o n  o n e - y e a r  T r e a s u r y  s e c u r i ­
t ie s . T h e  r a t e  w o u ld  b e  a d ju s t e d  q u a r t e r l y .

T h e  c e i l in g ,  o p p o s e d  b y  t h e  c r e d i t  c a rd  
i n d u s t r y  a n d  s o m e  b a n k i n g  r e g u la t o r s ,  n o w  
goes to  th e  f u l l  c o m m i t t e e .

"A n y o n e  w h o  c a n ' t  m a k e  a  p r o f i t  b y  
b o r r o w in g  m o n e y  a t  5 .8 p e r c e n t  a n d  l e n d in g  a t
13.8 p e r c e n t  s h o u ld  f i n d  a n o t h e r  l i n e  o f  
w o r k ,"  s a i d  R e p . F r a n k  A n n u n z io ,  D - I l l . ,  t h e  
s u b c o m m it te e  c h a i rm a n .

A n n u n z io  a n d  o t h e r  s u p p o r t e r s  o f  t h e  c e i l ­
in g  n o te d  t h a t  b a n k  c r e d i t  c a r d  i n t e r e s t  r a t e s  
h a v e  h o v e r e d  a t  18 p e r c e n t  w h i l e  o t h e r  i n t e r ­
e s t r a t e s ,  s u c h  a s  h o m e  m o r tg a g e ,  a u to  a n d  
c o rp o r a te  b o r r o w in g  r a t e s ,  h a v e  g r a d u a l l y

Anyone who can’t make a profit by borrowing money at 
5.8 percent and lending at 13.8 percent should find another 
line of work. . . The real reason for high interest rates is 
simple enough, and that is spelled ‘record high profits. 9

— Rep . Frank A nnun z io , D-lll.
d e c l in e d  o v e r  t h e  l a s t  f iv e  y e a r s .

" T h e  r e a l  r e a s o n  f o r  h ig h  i n t e r e s t  r a t e s  is  
s im p le  e n o u g h , a n d  t h a t  is  s p e l l e d  ‘r e c o rd  h ig h  
p r o f i t s , '"  A n n u n z io  s a id .

H e  a n d  o th e r s  c i t e d  V is a  U .S .A . I n c . ’s 
a t t e m p t  l a s t  W eek  to  m o b i l i z e  i n d u s t r y  c r i t i ­
c ism  o f  a  n e w  A m e r ic a n  E x p r e s s  " O p t im a "  
c r e d i t  c a rd  o f f e r e d  a t  13.5 p e r c e n t  a s  p r o o f  
t h a t  a  f e d e r a l  c a p  w a s  n e c e s s a r y .  A  M a rc h  11 
t e l e g r a m  f r o m  V is a  P r e s i d e n t  C h a r le s  R u s s e l l  
u r g e d  b a n k s  to  " r e t h i n k  y o u r  p o s i t i o n  in  
o f f e r in g  A m e r ic a n  E x p r e s s  p r o d u c t s "  a n d  c a l l  
t h e  c o m p a n y  to  v o ic e  t h e i r  o p p o s i t io n .

A n n u n z io  s a id  t h e  V is a  m o v e  " c o m e s  d a n ­

g e ro u s ly  c lo s e  t o  e m b r a c in g  a  c o n s p i r a c y  
a p p r o a c h  t h a t  sm a c k s  o f  a n t i t r u s t  v i o l a t i o n s ."

" T h a t  s u r e  s o u n d s  to  m e  l i k e  a  b o y c o t t  
t h r e a t ,  a n  a c t io n  in  r e s t r a i n t  o f  t r a d e  t h a t  m a y  
v e r y  w e l l  b e  a  v i o l a t i o n  o f  a n t i t r u s t  l a w ,"  
s a id  R ep . C h a r l e s  S c h u m e r ,  D -N .Y .

“W e can- t h i n k  o f  n o  b e t t e r  r e s p o n s e  t o  M r. 
R u s s e l l ’s l e t t e r  t h a n  f o r  C o n g r e s s  to  t e l l  V is a  
a n d  th e  b a n k s  t h a t  t h e i r  i r r e s p o n s i b i l i t y  
r e q u i r e s  t h e  e n a c tm e n t  o f  a  m a x im u m  le g a l 
i n t e r e s t  r a t e  o n  c r e d i t  c a r d s , "  s a i d  A la n  F o x ,

s p o k e sm a n  f o r  t h e  C o n s u m e r  F e d e r a t i o n  o f  
A m e r ic a .

B u t  D a v id  H u n t  o f  t h e  A m e r ic a n  B a n k e r s  
A s s o c ia t io n  a r g u e d  t h a t  a  f e d e r a l  a t t e m p t  to  
r e g u la t e  i n t e r e s t  r a t e s  “w o u ld  le a d  t o  a  
c o n t r a c t io n  in  t h e  s u p p ly  o f  c r e d i t  c a rd  c r e d ­
i t . "  H e  a l s o  s a i d  c a r d  i s s u e r s  s im p ly  w o u ld  
r e p r i c e  t h e i r  w a r e s ,  p e r h a p s  r a i s in g  a n n u a l-  
fe e s  o r  i n c r e a s in g  c h a r g e s  f o r  l a t e  p a y m e n ts .

T h e  s u b c o m m i t t e e  v o te  w a s  5-3. T h e  p a n e l  
r e je c te d  a  s im i l a r  c e i l in g  l a s t  y e a r .

T h e  l e g i s l a t i o n  a ls o  w o u ld  r e q u i r e  c r e d i t  
c a r d  i s s u e r s  t o  d i s c lo s e  k e y  in f o rm a t i o n  u p  
f r o n t :  i n t e r e s t  r a t e s ,  a n n u a l  fe e s  a n d  t h e  g ra c e , 
p e r io d  f o r  p a y m e n t .  C u r r e n t  la w  r e q u i r e s ' 
d is c lo s u r e ,  b u t  n o t  u n t i l  a f t e r  th e  c o n s u m e r  
r e c e iv e s  t h e  c a rd .

A n  e s t im a t e d  75 m i l l i o n  A m e r ic a n s  h o ld  186 
m i l l i o n  b a n k  c r e d i t  c a rd s .  C o n s u m e r s  c u r r e n t ­
ly  o w e  a b o u t  $85 b i l l i o n  o n  b a n k  c r e d i t  c a rd s , 
a  150 p e r c e n t  i n c r e a s e  in  f o u r  y e a r s .  T h e  
c o n s u m e r  f e d e r a t i o n  s a i d  $15 b i l l io n  o f  t h a t  
t o t a l  p a y s  f o r  i n t e r e s t  a n d  a n n u a l  fee s .

House panel moves to cap credit card interest
By S A N D Y  JO H N S O N
THE A SSO C IATED  PRESS

W A SH IN G TO N  -  A House sub­
com m ittee , p roc la im ing a first-round 
v ic to ry  fo r  consumers, launched an 
attem pt to impose a fede ra l ceiling 
on c red it card interest ra te s .

The ceiling would be set a t eight 
percentage points above the y ie ld  on 
one-yea r T rea su ry  securities, to be 
ad justed  qu a rte r ly . I f  it were in e f­
fect today, top c red it card rates 
would be 13.8 percent -  n ea rly  5 per­
centage points below p revailing 
ra tes .

Proponents hailed Wednesday’s

subcom m ittee vote , 5-3 along pa rty  
lines, as good news fo r m illions o f 
cred it ca rd  ho lders.

"W ith  the p rim e rate at 7.5 per­
cent and the F ede ra l R eserve d is­
count ra te  at 5.5 percent, there is no 
econom ic ju stifica tion  fo r credit card  
ra te s o f  18, 19 and even 22 pe rcen t," 
said Rep . F ra n k  Annunzio, D - ll l . ,  
cha irm an  o f the House Consumer A f­
fa irs  and Coinage Subcommittee.

"Som eth ing had to be done, and 
the subcom m ittee has got the p ro ­
cess o f f  to a roa rin g  s ta rt . The first 
battle  fo r  low er rates has been won 
by consum ers," he said.

“ There can be no question now 
that credit ca rd  issuers have been 
gouging Am erican consum ers ,"  Rep. 
Charles Schum er, D -N .Y ., said. 
"C le a r ly  it is time fo r  Congress to 
help bring fa irn ess to the c red it card 
m a rk e t ."

Opponents, however, warned the 
cap would s im p ly  sh rin k  cred it.

"C aps do not w o rk ,"  said Rep. 
Cha lm ers W y lie , R-Ohio. "F e d e ra lly  
m andated caps could lead to severe  
res tric tion s in c red it ."

A spokesman fo r  industry giant 
V isa said the ceiling would hurt those 
who most need cred it.

"T h e  on ly  known resu lt o f (caps) 
is that the ava ila b ility  o f c red it be­
com es reduced "  V isa Sen ior Vice 
P residen t John Bennett said.

V isa came under fire  at the hear­
ing fo r  its attem pt last week to mobi­
lize industry opposition to a new 
Am erican Exp ress “ O ptim a”  credit 
ca rd  o ffe red  at 13.5 percent.



Cardwars may 
shoot down 
interest rates
By WILLIAM KRONHOLM
The Associated Press s

W A S H IN G T O N  — C r a c k s  a r e  s h o w in g  in  
t h e  o n c e - s o l id  f r o n t  o f  b a n k  c r e d i t  c a rd  i s s u ­
e r s , w h o  h a v e  lo n g  k e p t  i n t e r e s t  r a t e s  h a n g in g  
s t u b b o r n ly  in  th e  h ig h  te e n s , ' s u g g e s t in g  t h a t  
t h e  c o s t  o f  b u y in g  w i th  p l a s t i c  m g y  b e  a b o u t  
to  tu m b le .

A m e r ic a n  E x p r e s s  C o . r e c e n t ly  f i r e d  th e  
f i r s t  b ig  s a lv o  in  a  p o s s i b l e  c r e d i t  c a r d  w a r  
w h e n  i t  u n v e i l e d  i t s  O p t im a  c a r d ,  c a r r y in g  a 
13.5 p e r c e n t  a n n u a l  i n t e r e s t  r a t e  c o m p a r e d  
w i t h  r a t e s  o f  18 p e r c e n t  o r  m o r e  f o r  m a n y  
V is a  a n d  M a s te r c a rd  i s s u e r s .

M o re  q u ie t ly ,  th e  A F L -C IO  h a s  b e g u n  o f f e r ­
in g  c r e d i t  c a rd s  w i t h  .n o  a n n u a l  fe e  a n d  
i n t e r e s t  r a t e s  a s  lo w  a s  12.5 p e r c e n t  to  m o s t  o f  
i t s  13 m i l l i o n  u n io n  m e m b e r s .

A n d  e a r l i e r  t h i s  w e e k ,  t h e  A m e r ic a n  S o c i­
e ty  o f  T r a v e l  A g e n ts  s a i d  i t s  m e m b e r  a g e n ts  
w o u ld  b e g in  o f f e r in g  c o n s u m e r s  a  M a s te r c a rd  
a t  10.5 p e r c e n t  b e g in n in g  n e x t  m o n th .

“ I t h i n k  w e ’re  o f f  t o  t h e  r a c e s ,” s a id  J o h n  
C . P o l lo c k ,  a n  in d u s t r y  a n a l y s t  a n d  p u b l i s h e r  
o f  t h e  B a n k  C re d i t  C a r d  O b s e r v e r ,  a  N ew  
J e r s e y - b a s e d  n e w s le t t e r .  “T h e  b a n k s  h a v e  to  
b e  v e r y  s o b e re d  b y  t h e  A m e r ic a n  E x p r e s s  
a c t io n ,  a n d  w e  m ig h t  w e l l  s e e  a  s u m m e r  r a t e  
w a r . "

A s k e d  f o r  a  p r e d ic t io n ,  h e  s u g g e s te d  a v e r ­
a g e  c r e d i t  c a rd  r a t e s  m a y  d e c l in e  b y  a  fu ll 
p e r c e n ta g e  p o in t  b y  s u m m e r ’s e n d .

R a y  D e n is o n , p r e s id e n t  o f  t h e  A F L -C IO -a f-  
f i l i a t e d  U n io n  P r i v i l e g e  B e n e f i t  P r o g r a m s  
C o rp .,  a ls o  p r e d ic te d  c o m p e t i t i v e  p r e s s u r e  
w i l l  f o r c e  r a t e s  d o w n .

H e  s a id  t h e  l a b o r  o r g a n i z a t i o n  h a s  s e e n  a n  
u n p r e c e d e n te d  r e s p o n s e  r a t e  a m o n g  u n io n  
m e m b e r s ,  m a n y  o f  w h o m  th e n  t r a n s f e r  la r g e  
a m o u n t s  o f  h ig h - r a te  d e b t  o n to  t h e i r  n ew  
lo w - r a t e  A F L -C IO  c a rd s .

“T h e r e 's  n o  d o u b t t h e r e ’s a  g r e a t e r  c o n ­
s c io u s n e s s "  a b o u t  i n t e r e s t  r a t e s ,  h e  s a id .  T h e  
A F L -C IO  is  s e n d in g  b r o c h u r e s  to  s o m e  10 
m i l l i o n  m e m b e r s ,  h e  s a id ,  a n d  " o u r  m a i l in g s  
a r e  r a i s i n g  th e  c o n s c io u s n e s s  o f  th e  a v e r a g e  
c a r d - h o ld e r . "

B u t  i t ' s  n o t  a  u n a n im o u s  p r e d ic t io n .  W ith  
m o r e  t h a n  80 m i l l io n  c a r d h o ld e r s  in  th e  
U n i t e d  S t a t e s ,  th e  A F L -C IO  m a i l in g s  w i l l  h i t  
o n ly  a  sm a l l  f r a c t io n  o f  t h e  m a r k e t .

A n d  A la n  F o x  o f  th e  C o n s u m e r  F e d e r a t io n  
o f  A m e r ic a  n o te d  t h e  O p t im a  is  t a r g e t e d  a t  
a f f l u e n t  c a rd -h o ld e r s  w h o  a l r e a d y  h o ld  r e g u ­
l a r  A m e r ic a n  E x p r e s s  c a r d s .

"W e  c o u ld  s e e  a b ig  p r i c e  w a r  b r e a k in g  o u t 
a t  t h e  u p p e r  le v e ls  b e c a u s e  t h a t ’s w h e r e  th e  
O p t im a  c a r d  is  f o c u s e d ,"  h e  s a id .  “B u t  th e r e 's  
s t i l l  a  q u e s t io n  w h e th e r  t h a t  w i l l  f i l t e r  d o w n ” 
to  t h e  a v e r a g e  c o n su m e r .




