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ALASCQM, INC.. 
?KONEi 586.044*

fc,i<2l2 A N C H O R A G E  AK

P M S  SEN R I C H A R D  E L I A S O N
V-

P O U C H  V A 7 1 0

J U N E A U  A K

WE U RG E YO U  T O  HO LD  CSHB  2 4 6  IN C O M M I T T E E  AND  TA K E HO A C T I O N

T H I S  L E G I S L A T I V E  S E S S I O N  T O  I N S U R E  A M P L E  P U B L I C  R E V I E W  AND 

C O M M E N T  ON T H I S  BILL.

G O R D O N  A SMITH, P R E S I D E N T

A N C H O R A G E  AREA D E M O C R A T I C  CO U N C I L
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MS G 8 4 - 0 0 0 1 3 2 3 7  P R T Y  1 
FROM: K I M  / A N C H  L I O  

T A RG ET : L J M K  S U B  J : P C M

'02/23/84 1 0 : 1 4 : 1 4  GRIG: L A 1 7  IN= 0 0 0 6  OUT=-- 004:

b TO: PO M / J.NU INFO

TO: S E N A T O R S  E L I A S O N , MIJLCAHY, P E T T Y J O H N ,  S A C K E T T ,  A N D  R O D E Y

FROM: PC H L I B B E Y ,  SR A  BOX 4011, A N C H O R A G E  9 9 5 0 7
H 3 4 5 - 3 0 8 3  W 27 8- 95 51

>

I-IB246 RE: D E R E G U L A T I O N  OF I N T E R E S T  R A T E S

DO N O T  P A S S  L E G I S L A T I O N  D E R E G U L A T I N G  I N T E R E S T  R A T E S  ON C O N S U M E R  LO AN S.  
R E S E A R C H  C L E A R L Y  S H O W S  IT W I L L  NO T L E ‘0 TO I N C R E A S E D  C O M P E T I T I O N  A M O N G  
L E N D E R S .  D E R E G U L A T I O N  W I L L  L E A D  TO H I G H E R  I N T E R E S T  C H A R G E S  TO LO W IN CO ME  
F A M I L I E S ,  T H U S  I N F L I C T I N G  U N N E C E S S A R Y  H A R D S H I P  U P O N  THEM.
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M S G  3 4 - 0 0 0 1 6 7 0 6  P R T Y  1 0 2 / 2 3 / 3 4  1 1 : 0 3 : 2 0  ORIG: L A O ?  IN* OOO;
FROM: S H I R L E E  A N C  L I O  TO: R O M S / J U N E A U  I N F O
TARGET: LJHK  SUBJ: P .O . M .

O U T *  0 0 5 5

TO:

F R O M

¥

AL L  M E M B E R S  
A L A S K A  L E G I S L A T U R E

B Y R O N  M O R R I S
B O X  141, C R E S T V I E W  L A N E
E A G L E  RI VER , AK 9 9 5 7 7
(H) 6 9 4 - 3 5 6 5  <U> 2 7 1 - 5 0 0 6

P L E A S E  R E P R E S E N T  TH E P U B L I C  I N T E R E S T  AN D V O T E  A G A I N S T  S E N A T E  B I L L  40 5  
OR H O U S E  B I L L  246  ( D E R E G U L A T I O N  OF I N T E R E S T  R A T E S ) .
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MSG  8 4 - 0 0 0 1 6 7 3 4  P R T Y  1 0 2 / 2 3 / 3 4
FROM. L I Z  IN D E L T A  
17 P G E T : L .II IK SUBJ: P O M

TO: A L L L E G I S L A T O R S

FROM: D I A N E  S H A L E
1 4 0 0 . 2  A L A S K A  H I G H W A Y  
D E L T A  J C T ., AK 9 9 7 3 7  
8 9 5 - 4 6 7 5

11 3 7 : 3 6  ORIG: L D O O  
TO: J U N E A U

IN- 0 0 0 3  O U T -  00 69

RE: S E N A T E  B I L L  3 3 8

S E C T I O N  2 A P P R O P R I A T E S  M O N E Y  FO R  S T U D Y  OF T OU RIS T F A C I L I T I E S  OF A R E A  D E S I G N E D  
TO C O N T A I N  B U F F A L O  O N L Y  D U R I N G  W IN TER . VE R Y FEW  T O U R I S T S  T R A V E L  O R S T O P  
A L O N G  A L A S K A  H I G H W A Y  D U R I N G  WIN TER . S A V E  P U B L I C  FUNDS, D E L E T E  S E C T I O N  2. 
S U G G E S T  D E V E L O P I N G  N O  F U R T H E R  E A S T  TH A N M I L E  1402  A L A S K A  H I G H W A Y  E X I S T I N G
RA NGE , TO C U T  COS TS .
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PROM- L I N D A  J A C K S O N  
BOX 164

D O U GL AS , A L A S K A  ,99824 PHONE: 3 6 4 - 3 2 9 2

P L E A S E  P A S S  S B 354 ON p r i v a t e  s c h o o l s , t h a n k  y o u .

* #  K *  *  * * * » * «• * * * * * *  * * * * *  * * * * * *  *  *  * *  * * * * * * *  * * * *  * * * * * * * * * *  *  *  *  * * * * *  * *  # * * #  *  * * * # *  *  *  *

FROM: T H O M A S  R E H A R U  
PO B O X  8 7 1 5 5 ©

- H A S I L L A  9 9 6 8 7  
3 7 6 - 2 3 7  ?

RE: IIB 485
I D O N ' T  THINK THE A N N U A L  I N T E R E S T  R A T E  F O R  C R E D I T  C A R D  U S E R S  S H O U L D  BE 
R A I S E D  F R O M  13% TO 24%. I C A N  U N D E R S T A N D  WHY  TH E R A I N I E R  C O R P O R A T I O N  W O U L D  
W A N T  IT R A I S E D .  IT'S T H E I R  B U S I N E S S  A N D  T H E Y ' L L  M A K E  M O R E  M O N E Y . PU T  THAT' 
I N F L A T I O N ,  S P E N D I N G  M O R E — B U Y I N G  LE SS.

KR M E L O D Y  D O U G L A S  2 6 2 - 5 8 4 6  tJ
P . O . B O X  3 4 4

I S U P P O R  T I IB-277 AN D  S B -236. B O T H  A L L O W  c OR  R E T I R E M E N  T * C R E D I T  FOR’ U N U S E D  
SICK I F A V F  F O R  EM PI O Y E F S  OF AN O R G A N I Z A T I O N  P A R T I C I P A T I N G  IN PEK'S. I URGI: 
YOUR S U P P O R T  A N D  A I D  IN G E T T I N G  T H E S E  M I L L S  TO THE F L O O R  F O R  P A S S A G E . T H I S  
B E N E F I T  W O U L D  E N C O U R A G E  E M P L O Y E E S  TO N OT  M I S U S E  T H E I R  S I C K  L EA V E .



MS G 9 4 - 0 0 0 1 3 6 8 8  P R T Y  1 0 2 / 1 4 / 8 4  1 7 : 37 :3 1 ORIG: L A 1 7 IN= 0 0 2 0  0 U T =  0 1 4 5
FROM: K I M  / A N C H  L E O  
T A R G E T : L J H K  S U B J : P 0 M ^

TO: RO M  / J N U  IN F O

TO A L L  M E M B E R S  OF S E N A T E  F I N A N C E
S E N A T O R S  B E N N E T T ,  S A C K ET T,  F E R G U S O N ,  V. F I S C H E R ,  M U L C A H Y  
FA IKS, J O S E P H S O N

A L L  M E M B E R S  OF  S E N A T E  J U D I C I A R Y
S E N A T O R S  RAY, J O S E P H S O N ,  E L I A S O N ,  Z I E G L E R ,  P E T T Y J O H N

FROM: K A T H Y  M A R S H A L L , E X E C U T I V E  D I R E C T O R ,  A L A S K A  W O M E N ' S  C O M M I S S I O N
3601 C S T RE ET , SIJTIE 742, A N C H O R A G E  9 9 5 0 3  
W 5 6 1 - 4 2 2 7

THE  A L A S K A  W O M E N ' S  C O M M I S S I O N  U R G E S  THE  A D O P T I O N  OF S J R 3 0  W H I C H  W O U L D  
A M E N D  42 U S C 6 6 4  TO P R O V I D E  TH A T THE P R O C E D U R E S  T H A T  ARE P R E S E N T L Y  
A V A I L A B L E  TO  AFI)C F A M I L I E S  F O R  T H E C O L L E C T I O N  OF P A S T  D U E  C H I L D  S U P P O R T  
F R O M  F E D E R A L  T A X  R E F U N D S  BE A V A I L A B L E  TO A L L  C H I L D R E N  IN T H E U.S. O N  AN 
E Q U A L  BA SI S .

FROM: K A T H Y  M A R S H A L L ,  E X E C U T I V E  D I R E C T O R ,  A L A S K A  W O M E N ' S  C O M M I S S I O N
3601 C S T R E E T ,  S U T I E  742, A N C H O R A G E  9 9 5 0 3  
W 5 6 1 - 4 2 2 7

THE A L A S K A  W O M E N ' S  C O M M I S S I O N  O P P O S E S  S B 2 /6 W H I C H  R E L A T E S  TO THE 
D E R E G U L A T I O N  OF  I N T E R E S T  RA TES . TH E  C O M M I S S I O N  B E L I E V E S  T H I S  B I L L  
W O U L D  A D V E R S E L Y  A F F E C T  WOMEN, M I N O R I T I E S  A N D  THE  PO QR.
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A L A S K A N  I N T E K K S T  K A T E  HUIiUr.n.AH O N  F A C T S I I E K T

1. W o u l d  d e r e g u l a t i o n  ol i n t e r e s t  r a t e s  i n c r e a s e  c o m p e t i t i o n  
a m o n g  l e n d e r s  a n d  t h e r e b y  k e e p  r a l e s  r e a s o n a b ’e?

Ho. C o m p e t i t i o n  in a n y  m a r k e t  r e q u i r e s  that c o n s u m e r s  s h o p  
f o r  tiie g o o d  o r  s e r v i c e  a n d  c o m p a r e  p r i c e s .  A 197 7 s t u d y  by 
t he F e d e r a l  R e s e r v e  B o a r d  r e v e a l s  t ha t o n l y  30(7 o f  p o t e n t i a l  
b o r r o w e r s  s h o p  for  loans. T h i s  f i g u r e  w o u l d  b e  m u c h  l o w e r  f o r  
l o w - i n e o m e  b o r r o w e r s - - t h o s e  w h o  h a v e  th e  m o s t  to l o s e  u n d e r  

d e r e g u l a t i o n .

T h e  N o w  Y o r k  S t a t e  B a n k i n g  D e p a r t m e n t  f o u n d  l i t t l e  i n c r e a s e  
in c o m p e t i t i o n  t h e r e  lit er r a t e s  w e r e  d e r e g u l a t e d  in 1980. 
N i n e t y - t h r e e  p e r c e n t  o f  N e w  Y o r k  b a n k s  s u r v e y e d  i n c r e a s e d  t h e i r  
i n t e r e s t  r a t e s  a f t e r  d e r e g u l a t i o n .

2. W o u i J  d e r e g u l a t i o n  a l l o w  l e n d e r s  to g i v e  m o r e  p e o p l e  a c c e s s  
t o  c r e C i t ?

A g a i n ,  the M e w  Y o r k  B a n k i n g  D e p a r t m e n t  s t u d y  d i d  n ot f i n d  t h i s  
to b e  the  cas e. A v e r y  s m a l l  m i n o r i t y  o f  a l l  l e n d i n g  i n s t i­
t u t i o n s  c h a n g e d  t h e i r  l e n d i n g  q u a l i f i c a t i o n s  a f t e r  d e r e g u l a­
tio n.  C o n s u m e r  F e d e r a t i o n  o f  A m e r i c a  t e s t i m o n y  b e f o r e  the 
S e n a t e  B a n k i n g  C o m m i t t e e  e x p l a i n e d  tha t " c o n s u m e r s  w h o  a r e  

e l i g i b l e  fo r  credit, at 05(7 tiro t h e  s a m e  c o n s u m e r s  w h o  w e r e  
e l i g i b l e  f o r  c r e d i t  at li?f7."

A  1981 P u r d u e  U n i v e r s i t y  s t u d y  f o u n d  t h a t  A r k a n s a s  r e s i d e n t s
( w h e r e  the i n t e r e s t  r a t e  c e i l i n g  w a s  10(7.) h e l d  as m u c h  c o n s u m e r
d e b t  a s  r e s i d e n t s  o f  n e i g h b o r i n g  L o u i s i a n a  ( w i t h  a 3 l' I AP R  
c e i l i n g ) .  L o w e r - i n c o n n • A r k a n s a s  r e s i d e n t s  a c t u a l l y  h e l d  m o r e  
debt, t h a n  s i m i l a r  c o n s u m e r s  in L o u i s i a n a .

3. W h a t  a d v e r s e  e f f e c t s  w o u l d  u s u r y  d e r e g u l a t i o n  c a u s e ?

T h e  i n e v i t a b l e  i n c r e a s e  in r a t e s  w o u l d  lie ini I at i o n a r v .

—  T h e  s t a t e  e c o n o m y  w o u l d  a l s o  s u f f e r  as c o n s u m e r s  put nil m a j o r  
p u r c h a s e s  in th e  f a c e  o f  h i g h  i n t e r e s t  ra te s. T h i s  im p a c t  
w o u l d  b e  e s p e c i a l l y  n o t i c e a b l e  in A l a s k a ,  a s t a t e  o f  c o n s u m e r s  
r a t h e r  tha n p r o d u c e r s .

A C o n s u m e r  F e d e r a t i o n  o f  A m e r i c a  s t u d y  f o u n d  t hat  s t a t e s  w i t h  
h i g h  i n t e r e s t  r a t e  l e v e l s  h a d  a hi gh  *r b a n k r u p t  cy r a t e — l9'o 
h i g h e r — than s t a t e s  w i t h  r a t e s  b e l o w  h e  a v e r a g e .

•1. What, w o u l d  th e  i m p a c t  u o  o n  l o w - i n c o m e  b o r r o w e r s ?

A s  o u t l i n e d  a b o v e ,  l o w - i n c o m e  c o n s u m e r s  w o u l d  r.>xporlo.'*'o 
h i g h e r  r a t e s  o f  i n t e r e s t  w i t h  n o  c o r r e s p o n d i n g  i n c r e a s e  in 
a v a i l a b l e  c r e d i t .

B e c a u s e  a c c e s s  to l e n d i n g  i n s t i t u t i o n s  is o f t e n  I inti toil in 
p o o r e r  n e i g h b o r h o o d s  a n d  in rural a r c u s ,  r e s i d e n t s  w o u l d  not. 

c o m p a r i s o n  s h o p  for c r e d i t ,

—  U n s c r u p u l o u s  l e n d e r s  c h a r g i n g  u n c o n s c i o n a b l e  r a t e s  o f  interest, 
w o u l d  o p e r a t e  l e g a l l y — a s  l on g as the b o r r o w e r  c o u l d  b e  p e r­
s u a d e d  to s i g n  it c o n t r a c t .

F i n a n c e  c o m p a n i e s ,  w h i c h  c o n s t i t u t e  th e  p r i m a r y  s o u r c e  of 

credit, for l o w - i n e o m e  b o r r o w e r s  a n d  w h i c h  a l r e a d y  o p e r a t e  at 
the le g a l  i n t e r e s t  r a t e  limit, w o u l d  r a c h e t  t h e i r  r a t e s  u p­
wa r d ,  f u r t h e r  c o n s t r i c t i n g  c r e d i t  a v a i l a b i l i t y  a n d  b u y i n g  p o w e r  
f o r  l o w e r - i n c o m e  b o r r o w e r s .

F o r  m o r e  i n f o r m a t i o n ,  call o r  w r i t e  AKIMIPl, P O  B o x  1093, A n c h o r a g e  
A K  9 9 5 1 0 .  278-30(11.



JCPenney

J u n e  2, 198 3

S e n a t o r  F i c h a r d  E l i a p o n  

S t a t e  C a p i t o l  P o u c h  V 

Juneau, .Alaska 9 9 8 1 1

D e a r  S e n a t o r  Eliason:

H.B. 2 b 6  r e l a t i n g  t o  i n t e r e s t  r a t e s w i l l  give c o m p e t i t i v e  

r a t e s  t o  all b o r r o w e r s ,  w h e t h e r  t h e y  are c o n s u m e r s  or 

b u s i n e s s e s . I u r g e  f a v o r a b l e  a c t i o n  on this b i l l  in its 

p r e s e n t  form.

T h e  c o n c e r n  t h a t  r e t a i l e r s  in s m a l l e r  a n d  i s o l a t e d  c o m­

mu n i t i e s  w i l l  c h a r g e  e x o r b i t a n t  r a t e s is u n f o u n d e d .  P e n neys, 

N e r l a n d s ,  Sears, P r a i r i e  M a r k e t  and m a n y  o t h e r  r e t a i l e r s  

in A n c h o r a g e  and F a i r b a n k s  a c t i v e l y  s o l i ci t  b u s i n e s s  in t h e s e  

m o r e  r e m o t e  c o m m u n i t i e s .  C e r t a i n l y  l o c a l  r e t a i l e r s  in 

D i l l i n g h a m ,  K o d i a k  or o t h e r  c o m m u n i t i e s  are not g o i n g  to 

s u r r e n d e r  t h e i r  b u s i n e s s  t o  " o u t s i d e r s "  b y  c h a r g i n g  non 

c o m p e t i t i v e  i n t e r e s t  rates.

It is u n r e a l i s t i c  t o  e s t a b l i s h  s t p e r a t e  s t a n d a r d s  for 

b a n k  cr e d i t  a n d  r e t a i l  credit. Al m o s t  a l l  r e t a i l e r s  o p e r a t e  

on b o r r o w e d  funds a n d  in tur n  re le n d  t h i s  m o n e y  a3 r e t a i l  

credit.

D u r i n g  the r e c e n t  p e r i o d  of  h i g h  i n t e r e s t  rates, w e  all 

e x p e r i e n c e d  a se ve r e  t i g h t e n i n g  o f  cr ed i t  g r a n t i n g .  B e c a u s e  

o f  a r t i f i c i a l  l i m i t s  on rates, c r e d i t  w a s  d i f f i c u l t  t o  ob t a in  

o r  u n a v a i l a b l e  t o  m a n y  c o n s u m e r s  and b u s i n e s s e s .

H.B. 2 b 6  w o u l d  let r ates rise or fal l  n a t u r a l l y  w i t h  p r e v a i l i n g  

i n t e r e s t  rates and  p r o v i d e  m o r e  a v a i l a b l e  c r e d i t  t o  eve r y o n e .  

T h i s  w o u l d  i m p r o ve  the s t a b i l i t y  of the A l a s k p n  e c o n o m y  and 

h e l p  p r o v i d e  m o r e  Jobs in the future.

Again, I u r g e  p a s s a g e  o f  H.B. 2 !|6 in its p r e s e n t  form.

incerely,

J.C. Penney Compnny, inc.
S t o r e  M a n a g e r



A laska Retail A ssociation
174 S. Fran kiln St. #205 

Juneau. Alaska 99801 

(907) 586-6706. ;
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To: All M e m b e r s  o f the H o u s e  of R e p r e s e n t a t i v e s

F r o m :  Don  M a g n u s s c n ,  E x e c u t i v e  D i r e c t o r

S u b j e c t :  HB 246 "An Ac t r e l a t i n g  to the d e r e g u l a t i o n  of

i n t e r e s t  r a t e s "

The  A l a s k a  R e t a i l  A s s o c i a t i o n  s u p p o r t s  p a s s a g e  of HB 246 w h i c h  

w o u l d  d e r e g u l a t e  i n t e r e s t  and s e r v i c e  c h a r g e  r a t e s  in r e t a i l  

c r e d i t  t r a n s a c t i o n s .

The f i x i n g  of s t a t u t o r y  c e i l i n g s  on r at es  is a for m of g o v e r n­

m e n t a l  p r i c e  f i x i n g  - a p r a c t i c e  w h i c h  r e c e n t  h i s t o r y  s h o w s  

i n e v i t a b l y  l e a d s  to u n i n t e n d e d  h a r m f u l  c o n s e q u e n c e s .  In the 

c a s e  of r e t a i l  c r e d i t  the c o n s e q u e n c e  of g o v e r n m e n t a l  p r i c e  

f i x i n g  is th e s h i f t i n g  of the cost of e x t e n d i n g  c r e d i t  from 

c r e d i t  u s i n g  c u s t o m e r s  to all c u s t o m e r s  in the f o r m  of h i g h e r  

p r i c e s  for g o o d s  an d s e r v i c e s .

G r a n t i n g  c r e d i t  is c o s t l y  to r e t a i l e r s .  F i r s t ,  they must, of 

c o u r s e ,  f i n a n c e  the g o o d s  w h i c h  they  se l l cn cr e d i t .  In a d d i t i o n  

t n e y  m u s t  pa y the c o s t s  of p r e p a r i n g  and  p r o c e s s i n g  m o n t h l y  

s t a t e m e n t s ,  of p o s t a g e ,  of the s a l a r i e s  a n d  b e n e f i t s  of c r e d i t  

d e p a r t m e n t  s t af fs , and of o f f i c e  s p a c e  a n d  e q u i p m e n t .  T h e y  must 

a l s o  a b s o r b  l o s s e s  r e s u l t i n g  from b a n k r u p t c i e s  an d bad debts.

If a r e t a i l e r  c a n n o t  r e c o v e r  the c o s t s  of it.s c r e d i t  o p e r a t i o n  

from s e r v i c e  c h a r g e s  it mus t - if it i n t e n d s  to r e m a i n  in 

b u s i n e s s  - r e c o v e r  them  in the p r i c e  of it s g o o d s  and s e r v i c e s .  

W h e n  it do es  so th e cost  of a p o r t i o n  of its c r e d i t  o p e r a t i o n  

is s h i f t e d  to its cas h c u s t o m e r s .  T h i s  i n h e r e n t l y  u n f a i r  r e s u l t  

is m a n d a t e d  by g o v e r n m e n t  w he n  g o v e r n m e n t  i n t e r v e n e s  in the
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e c n n o m i c  p r o c e s s  and f o r b i d s  a r e t a i l e r  to r e c o v e r  the c o s t s  of 

its c r e d i t  o p e r a t i o n  fr om  its c r e d i t  c u s t o m e r s  w h e n  t h o s e  c o s t s  

e x c e e d  l £ %  per mo.'th.

E i g h t e e n  s t a t e s ,  i n c l u d i n g  a m a j o r i t y  of the w e s t e r n  s ta te s,  ha v e 

d e r e g u l a t e d  s t a t u t o r y  f i n a n c e  c h a r g e  c e i l i n g s .  (An i l l u s t r a t i v e  

m a p  and a list  of  d e r e g u l a t e d  s t a t e s  are  a t t a c h e d . )  In t h o s e  

s t a t e s  c o m p e t i t i v e  f o r c e s  now set rate c e i l i n g s .  S e v e r a l  r e c e n t  

s t u d i e s  h a v e  c o n c l u d e d  that c o n s u m e r s  h a v e  not b e e n  h a r m e d  by the 

r e m o v a l  o f  ra t e c e i l i n g s .  T y p i c a l  is a N e w  Y o r k  S t a t e  B a n k i n g  

D e p a r t m e n t  r e p o r t  on th e e f f e c t s ,  s i n c e  1980, of d e r e g u l a t i o n  in 

th a t state. C o m m e n t i n g  on that s t ud y in D e c e m b e r  1982, the 

B a n k i n g  C o m m i s s i o n e r  stated,

"T he  f i n d i n g s  of our s t ud y i n d i c a t e  that p a s s a g e  of the 
O m n i b u s  B a n k i n g  Bi l l ha s led to a m o r e  h i g h l y  c o m p e t i t i v e  
m a r k e t  for c o n s u m e r  lo ans  and  a b r o a d e r  r a ng e of c h o i c e  for 
c o n s u m e r s  as mo re  i n s t i t u t i o n s  are c o m p e t i n g  for c o n s u m e r  
c r e d i t  b u s i n e s s .  The s t u d y  al s o r e v e a l e d  that w i d e  v a r i a t i o n s  
in i n t e r e s t  r a te s ex ist  a m o n g  l e n d e r s  in e v e r y  m e t r o l i t a n  
area in the St ate ; that i n t e r e s t  r a t e s  on ma ny  t y pe s of 
c o n s u m e r  l o a n s  ha v e b e e n  r e d u c e d  d u r i n g  1982; and t h;>t mo re  
l i b e r a l  c r e d i t  s t a n d a r d s  an d l ar g e r  c r e d i t  l in es  h a v e  bee n 
i n s t i t u t e d  at m a n y  b a n k s  an d t h e r e  is greater p a r t i c i p a t i o n  
in c o n s u m e r  l e n d i n g . "

S i m i l a r l y ,  in C a l i f o r n i a ,  w h e r e  i n t e r e s t  r a t e s  on ba nk  c r e d i t  

c a r d s  h a v e  n e v e r  b e e n  r e g u l a t e d ,  c o m p e t i t i o n  is i n t e n s e  e n o u g h  

t h a t  the p a p e r s  now  p u b l i s h  w e e k l y  c h a r t s  s h o w i n g  the c u r r e n t  

rates. (An e x a m p l e  is a t t a c h e d . )

HB 246 d o e s  not r e m o v e  any of the c o n s u m e r  p r o t e c t i o n s  c o n t a i n e d  

in the f e d e r a l  T r u t h - I n - L e n d i n g  L a w  and r e g u l a t i o n s  or A l a s k a  

s t a t e  s t a t u t e s .  It is fair to r e t a i l e r s  and t h e ir  c u s t o m e r s .

We urge  y o u r  s u p p o r t  for p a s sa ge .



W E S T E R N  U N I T E D  S T A T E S

M A X I  H  U M  F I N A  M C  K C M A  R G E  R A T E S

•For R e t a i l  R e v o l v i n g  C r e d i t  

• as o f  A p r i l  1, 1 9 8 3

18% to $1000 - 5% above Federal Discount Rate above 
r'tjj.A $1000, but all retail extensions of credit observe 

the former 12% limit above $1000.

N o S t a t u t o r i l y  
I m p o s e d  C e i l i n g

* C e i l i n g  R e m o v e d  
in 19 8 3

** S u n s e t  P r o v i s i o n  
R e m o v e d  in 1983

California 19.2% to $3000 - 12% above
Washington, Hawaii Colorado and Wyoming have no break point
California and Hawaii have deregulation and/or rate increase bills pending



2 .  P an  IV /M o nd ay , M arch 14. 1983 Poo Angeles (Simco

Deposit Hstsi
CreditcardS NOW

Bank, o f America
California First Bank
Crockrji
First Ints'Slnto

Lloyds Bank Californio
Socoiity Poi'ific
Sum itom o Uank o l Coliformu
W e lls  f at g o
SSL*

CuLforniu Federal
Fust Nationw ide Savings
Gibieltur Savings
Great W es te rn
Home Suvmgs o f Amorico
hom e Federa l Savings
Imperial Savings
W orld  Savings
1Ihrougri • soOw fcsiy  m C iu m ,  Ctlilornm  First llonk i) t U n  lu oiler the chocking  account 
with t i  opa<».>g minimum belance ut S 1,000

Key R^tes quoted bv ''"ading California financial institutions 
In percent for the week ended arch 9. 1983.

Deposit Rat«L
MMA: Money-m rrket deposit accounts ere a type of savings account requiring 
I  minimum balance of $ 2 ,5 0 0  and allowing up to si* fund transit, 'or month. 
Aveiage annual rate during the 7 days ending Wednesday on a coi. •nor account 
with e balance under $ 1 0 0 ,0 0 0 .
8 -N O W : Super-NOW are checking accounts reqiming u minimum balance of 
$2.£>00. Averoga annual rate during the 7 days ending Wednesday.

Loan Rates
M o rtg a g e  (M tg .) : Rate for a 30-yuar. J  1 50 .0 00  adjustable ruto loan. Appraisal 
fees and loan origination charges vory with each institution.
A u to  to n n : Interest rote for en $ 8 ,0 0 0 . 4Q-niunth new car loan.
C red it c e n t  Annual percent ape ralo charger! on credit card balunce. Institutions 
charge an annual loo of $ 1 0  to $ 15 for the credit card.



R E T A I L  R E V O L V I N G  C R E D I T  R A T E S  

D E R E G U L A T E D  S T A T E S

S t a t e s  w h i c h  p r i o r  to 1 9 8 0  d i d  n o t  i m p o s e  r a t e  c e i l i n g s

1. K e n t u c k y

2. N e w  H a m p s h i r e

3. O r e g o n

S t a t e s  w h i c h  r e m o v e d  r a t e  c e i l i n g s  in 1980:

4. A r i z o n a

5. N e w  Y o r k  (251 c r i m i n a l  u s u r y  c e i l i n g )

S t a t e s  Vvhich r e m o v e d  r a t e  c e i l i n g s  in 1981:

6. D e l a w a r e

7. I 1 l i n o i s

8. M o n t a n a

9. N e v a d a

10. N e w  J e r s e y

11. N e w  M e x i c o

12. O h i o  (251)

13 . U t a h

14 . W i s c o n s i n  ( e f f e c t i v e  1984)

S t a t e s  w h i c h  r e m o v e d  r a t e  c e i l i n g s  in 1902:

15. S o u t h  C a r o l i n a

16. S o u t h  D a k o t a

17. V i r g i n i a  ( e f f e c t i v e  A p r i l  1, 1983)

S t a t e s  w h i c h  h a v e  r e m o v e d  r a t e  c e i l i n o s  in 1983:

18. I d a h o



k Don’t Blame the Bankers
MY TURN/IRWIN L. KELLNER

T >  an k e rs  m ust be ve ry  responsib le  
• " p e o p l e .  W h e n e v e r  a n y th in g  goes 
w rong  in th e  eco n o m y , we seem to be 
responsible . D o n ' t  take m y w o rd  for it: 
ask the  R eag an  ad m in is t ra t io n .  Its  offi­
cials believe th a t  th e  b an k s  are  re spo n s i­
ble for h igh  in te res t  rates.

Initially , it does  a p p e a r  th a t  the gap  
has  w idened  betw een th e  ra tes  b a n k s  
c h a rg e o n  m o n ey  they  lend a n d  the  ra tes  
th e y p a y f o rm o n e y  t h e y a t t r a c t . I n  1977, 
for  exam ple ,  li ttle m o re  th a n  a  single 
p e rcen tag e  poin t  s ep a ra ted  m oney-  
m arke t ra tes  from  bank  len d in g  charges  
on p r im e  business  loans. T o d a y  tha t 
spread  is as h igh  as 3 pe rcen tag e  points,

But n  is m is lead ing  to look at 
spreads  in ab so lu te  term s. A bank , like 
any  o th e r  business , sets its prices in 
acco rd a n c e  wi«h its costs. Between 
1977 a n d  19S2, s h o r t - t e rm  interest 
ra tes  doub led . O bviously , the  sam e a b ­
solu te  s p tc a d  in 1982 th a t  existed in 
1977 w ou ld  result in a pe rcen tage  
m a rk u p  on ly  h a lf  as  great.

Money M a r k e t s  But th is  is not all, 
W hile  the  p r im e  ra te  is an  im p o r ta n t  
b e n c h m a rk ,  it does  not accu ra te ly  r e p ­
resent the  ta le s  th a t  banks  c h a rg e  on  
m an y  s h o r t - t e rm  business  loans. T h e  
Federa l  R eserve  B oard  tells us th a t  to ­
day the  w eigh ted -average  interest ra te  
on these business  loans is n ea r ly  a w hole  
percen tage  poin t below th e  posted  
prime. T h is  reflects the  abil ity  o f  large, 
top -ra ted  c o rp o ra t io n s  to  nego tia te  
ra tes  below the  p r im e  because  they have  
access to  the  d o m es t ic  an d  in te rn a t io n a l  
m oney  m a rk e ts ,  w h ere  ra tes  a re  lower.

W h e n  co n sid erin g  the  b a n k s ’ costs, it 
is im p o r ta n t  to r e m e m b e r  th a t  the  latest 
interest ra te  on  federal funds , c o m m e r ­
cial p a p e r  o r  certificates o f  deposit  docs 
not represent the  average  cost to  a b an k  
at a given m o m e n t .  T h is  is because 
banks  get the i r  m o n e y  from  a  var ie ty  o f  
sources, w ith  m atu r i t ie s  r an g in g  from  
overnight to  several years. It is neces­
sary to  c o m b in e  these sou rces  :n to  a 
blend to  get th e  t ru e  p ic tu re  o f  a b a n k ’s

cos ts— a n d  a n y o n e  w h o  takes th e  t r o u ­
ble will find th a t  these  cos ts  a re  above 
th e  cu r re n t  m o n e y -m a rk e t  rate.

Even th is  is no t th e  w hole  s tory. A s  a 
result o f  bo th  de reg u la t ion  an d  a 
ch a n g e  in  c o rp o ra te  deposit habits , 
b a n k s  h av e  seen a recen t d ra m a t ic  d e ­
cline  in in te res t-free  deposits  by c o rp o ­
ra tions .  A d d  to  th is  th e  deregu la t ion  o f  
co n su m e r  deposits, w h ich  rep laced  in ­
teres t-free ch e c k in g  acco u n ts  and  low- 
in terest sav ings a c c o u n ts  w ith  N O W  
acco u n ts ,  m o n e y -m a rk e t  acco u n ts  and  
S up er  N O W ’s, and  you can  see tha t  
cos ts  a re  even h ig h e r  th a n  they  look.

C o n su m e r  lending  ra tes  a re  high for 
several o th e r  reasons . F irst ,  c o n su m e r

Yes, consumer interest 
rates remain high, 
but there are 
reasons beyond 
the banks’ control.

loans tend  to  be s m a l le r  th a n  business  
loans, a n d  th e re fo re  involve m o re  p a ­
p e rw o rk  per dollar .  Second, such loans 
tend  to  be at fixed ra les  o f  interest 
fo r  several years  a n d  could  becom e 
unpro fitab le  if ra tes  rise again. F inally , 
th e re  a re  g rea te r  risks involved in c o n ­
su m e r  loans  th a n  in loans to  business­
es, a n d  th is  too m u st  be factored  in to  
the  b a n k ’s costs.

In the  final analysis ,  banks  can  
squeeze  the ir  in te re s t- ra te  sp reads  only  
so far in o rd e r  to  b r ing  d ow n  the  cost o f  
bo rro w in g . I f  the  level o f  in te rest rates 
in the m o n e y  m a rk e ts  is h igh, th e re 's  no 
w ay  b a n k  lend ing  ch a rg es  can  com e 
d o w n  en o u g h  to  satisfy the  ad m in -  
i s t i a i . j n — o r  a n y o n e  else. A n d  m arke t  
in terest ra tes  are  high because  the  m a r ­
kets  got scared  in th e  s u m m r  o f  1981, 
w hen  W a sh in g to n  revealed that budge t 
deficits w ere  not go in g  *o get sm alle r

and  d i s a p p e a r  by  m id -d e c a d e ,  b u t  w e re  
going  to  get b igger  a n d  e x p a n d  in to  th e  
12-digit range .

In  th e  m o n e y  m a r k e t s ,  th e re  is fe a r  o f  
a r e n e w e d  c red it  sq u e e z e  i f  th e  F e d e ra l  
R ese rv e  b e c o m e s  c o n c e r n e d  aga in  o v e r  
rap id  m o n e y - s u p p ly  g r o w th  a n d  seeks 
to  s low  i t  d o w n  in  th e  face  o f  ' h e  h u g e  
a m o u n t  o f  m o n ey  th a t  W a s h i  g to n  will 
have  to  b o r ro w  t o  f inance its deficits. 
M e a n w h ile ,  th e  b o n d  m a r k e t s  a re  w o r ­
ried a b o u t  th e  h ig h e r  in f la t ion  w e ’re 
likely to  see  if  th e  F e d  d o e s  not s low  th e  
g ro w th  o f  m oney .

If  the  a d m in i s t r a t io n  is ser ious  a b o u t  
low ering  in te res t  r a te s ,  it m u s t  s lash  
these  b u d g e t  deficits. L e t  m e  suggest 
how  it s h o u ld  be d o n e .

T ax  Base: T h e  Office o f  M a n a g e m e n t  
a n d  B u d g e t  e s t im a te s  th a t  b e tw e e n  
1982 a n d  1986, th e  E c o n o m ic  R e c o v e ry  
T a x  A c t  ( E R T A )  o f  1981 will cost th e  
g o v e rn m e n t  S609 bill ion  in tax  re v ­
enues. T h a t ’s 72 p e rc e n t  o f  th e  S850  
billion c u m u la t iv e  deficit th a t  th e  a d ­
m in is t r a t io n  believes it will ru n  d u r in g  
this  tim e! It s h o u ld  be c le a r  f ro m  th is  
tha t  the  o r ig in a l  p la n  to  boost g o v e rn ­
m ent rev cn u cs  by  c u t t in g  taxes  has  not 
w orked  a n d  will n o t  w o rk .  It s h o u ld  
also be o b v io u s  t h a t  us ing  low er r e v ­
enues as  a  c lub  to  fo rce  C o n g re s s  to  cut 
s p e n d in g  h as  o n ly  a l im ited  effect. I f  
vou d o n ' t  believe m e ,  ta k e  a look a t  th e  
reco rd : w i th  o n ly  tw o  b u d g e t  su rp lu se s  
in the  p a s t  q u a r t e r  o f  a  c e n tu ry ,  w h e n  
did lack, o f  re v e n u e s  ev e r  p rev en t  th e  
g o v e rn m e n t  f ro m  s p e n d in g ?  T h e  deficit 
will no t b e  cu t s ign if ican tly  unti l  E R T A  
is r e sc in d e d  a n d  th e  tax  base  re s to re d .

B a n k e r s  like l o b e  c o n s id e re d  r e s p o n ­
sible p eop le .  B ut i t ’s th e  a d m in is t r a t io n  
th a t ’s  re sp o n s ib le  for  keep in g  in te res t  
ra tes  h ig h ,  no t us. A n d  i t ’s th e  a d m in i s ­
t r a t io n 's  re spons ib i l i ty  to  d o  s o m e th in g  
ab o u t  i t .

Dr. Irw in  L. K e lln e r i: sen ior vice 
president and  ch it/econom ist o f  M an u ­
fa c tu re rs  H anover Trust Co.
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M arch 19S3 I n  T h i s  I s s u e :  I n t e r e s t  R a t e  D e r e g u l a t i o n :  N e w  Y o r k  B a n k e r s  A r g u e  f o r
\  o l u .me  16, NT m bek 5 P e r m a n e n t  E x t e n s i o n  o f  t h e  L a w  • C r e d i t  I n s u r a n c e  I s  B e i n g  E x p a n d e d

t o  C o v e r  U n e m p l o y m e n t  • R V  L e n d i n g :  A n  A t t r a c t i v e  M a r k e t  f o r  C o n ­
s u m e r  B a n k e r s *  C o a s t  G u a r d  W i l l  C o n t i n u e  t o  P r o v i d e  D o c u m e n t a t i o n  
S e r v i c e s  f o r  P l e a s u r e  B o a t s  • H o w  B a n k s  A r e  F i l l i n g  t h e  C r e d i t  C a r d  
G a p  a t  G a s  S t a t i o n s  • P l u s  L e g a l  R e p o r t

I n t e r e s t  R a t e  D e r e g u l a t i o n :
N e w  Y o r k  B a n k e r s  A r g u e  f o r  
P e r m a n e n t  E x t e n s i o n  o f  t h e  L a w

N ew  York S ta te  hankers  and o th e r  c o n su m e r  c r e d ­
itors hav e  b e e n  busy tes tify ing for p e rm a n e n t  d e re g ­
ulation of in te re s t  ra tes  at hear ings  held  across the  
state. In te re s t  ra te  de reg u la t ion  provisions w e re  incor­
p o ra ted  in the  O m n ib u s  B anking  Law of 19S0. hut 
will exp ire  Ju n e  30. 19S3 u n d e r  a sunset provision. 
T h e  lea de rsh ip  o f  th e  S e n a te  and  Assem bly  Banking 
C o m m it te e s  have e n d o rs e d  p e rm a n e n t  deregu la tion  
and th e  issue  is ex p ec ted  to  go before  the  legislature 
soon.

S urv ey s  show  in c re a se d  com peti t ion . T h e  bankers ' 
legislative effort is b e in g  a ided  by  surveys that show 
that c o n s u m e r  loan d e re g u la t io n  has resu l ted  in good 
price  co m p e t i t io n  a n d  m o re  options for th e  consum er,  
A survey  o f  N ew  York S ta te  Bankers Association m e m ­
bers  revc died tha t in practically  ev e ry  ca tegory  of loan 
su rveyed , th e r e  is a rea son ab le  ra n g e  of ra tes  or fees 
b e in g  ch a rg e d ,  and  ra tes  have been  d ecreas ing  for 
new  and u se d  ear loans a n d  hom e im p ro v em en t loans. 
T h e  Association’s su rv ey  indicates  that from N o v em b er
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1, 19S2 to January  1, 19S3, r a te s  d e c re a s e d  slightly for 
all loan categories.

T h e  N ew  York S ta te  B an k in g  D e p a r tm e n t  also re ­
v iew ed th e  cllects  o f  t h e  19S0 law a n d  su rv ey ed  som e 
898 hanks, savings h a n k s ,  S6cLs, c re d i t  un ions, li­
censed  le n d e rs ,  re ta i le rs ,  a n d  a u to m o b i le  dea lers .  R e­
sponses  svere r ece iv ed  from 4 7 5  o f  th e se .  T h e  resu l ts  
show ed:

□  A m ore  h ighly  c o m p e t i t iv e  m a rk e t  for c o n su m e r  
loans;

□  A b ro a d e r  range  o f  c h o ic e  for co n su m ers ;
□  W id e  variations in  in te re s t  r a te s  am ong  le n d e rs  

in every m e tro p o li tan  a rea  in the  s ta te ;
□  R ed u c e d  in te re s t  ra tes  on  m a n y  types  o f  c o n ­

s u m e r  loans;
□  M o re  liberal c r e d i t  s ta n d a rd s  a n d  la rger c red it  

lines in s t i tu ted  at m a n y  h an k s;  and
□  G re a te r  l e n d e r  p a r t ic ip a t io n  in  c o n su m e r  le n d ­

ing.

"The findings in o u r  s tu d y  in d ica te  that passage of 
th e  O m n ib u s  B ank ing  Bill has  led to  a m ore  highly 
co m p e t i t iv e  m ark e t  for  c o n s u m e r  loans and  a b ro a d e r  
range  o f  choice  for c o n s u m e r s  as m o re  ins ti tu t ions  are  
c o m p e t in g  lor c o n s u m e r  c r e d i t  b u s in e ss ,"  said Alan R 
C o h en , N ew  York's  a c t in g  b a n k  s u p e r in t e n d e n t .  H e  
testified that an  ex ten s io n  ts a  vital e le m e n t  in ach iev ­
ing th e  goals set b y  th e  law.

K eep ing  h anks  in N e w  Y ork . T h e r e  has b e e n  som e 
opposit ion  from c o n s u m e r  g ro up s ,  b u t  politicians seem  
to be acu te ly  aw are  th a t  th e  s ta te  o n c e  cam e close to 
losing c o n su m e r  h a n k in g  b u s in e ss  to  sta tes  w ith  m o re  
favorable in te re s t  r a t e  a n d  tax laws. C it ibank  me veil 
its c red it  o p e ra t io n s  to  S o u th  D ako ta  to avoid New
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York’s unrealis tic  u su ry  law, a n d  D e la w a re ’s 1981 F i ­
nancial C e n te r  D e v e lo p m e n t  Act, which  rem oved  
usury ceilings and  d id  not attach a sunse t  provision, 
has a tt rac ted  banks to that s tate . W h e n  C' ’ sc M an- j
hattan  Bank chose  to locate a subsidiary in W ilm ing- j
ton, F re de r ick  S. H a m m e r ,  execu tive  v ice -p res iden t  ■
of C hase  c o m m e n te d .  " W e  cannot Base long-term  
business plans on th e  c l im ate  o f  the  N ew  York legis- •
lature th r e e  years from  now ."  •

Apparen tly  th e  m essag e  cam e th ro u g h  loud and 
clear because  H e rm a n  D. F arre l l .  Jr.. th e  dem ocra t ic  
chairm an o f  the  A ssem bly  B anking C o m m it te e  said at 
hearings he ld  in A l b a n y , . th e  state 's  capital, "I d o n ’t 
want bankers  s i tting  a ro u n d  in the ir  bo a rd  rooms g e t ­
ting ne rvous  and saying, ‘L e t ’s go to a m o re  recep tive  [
s ta te ,’ 1 want th e m  to u n d e rs ta n d  tha t this s ta te  knows !
it needs  th em ."

O t h e r  a m e n d m e n ts  sough t. A ccording to  Jam es P. (
M u rp h y , execu tive  vice p re s id en t  of th e  N ew  York |
State Bankers  Association, on ce  th e  ex tension  issue is i
resolved, hankers  will seek a m e n d m e n ts  to rem o v e  ?
inconsistencies in th e  law, including  p e rm it t in g  n e w  f
products  such  as simple in te re s t  variable ra te  loans, 1
increased  in s ta lm ent a n d  revolv ing  loan limits, and  
o p en -end  m ortgages.



A l a s k a  R e t a i l  A s s o c i a t i o n  
P r o p o s e d

D E R E G U L A T I O N  O F  I N T E R E S T

1. I n t e r e s t  is o n e  of the b a s i c  e l e m e n t s  of  the free  e n t e r­
p r i s e  e c o n o m i c  s ys te m , and  it s h o u l d  find a n a t u r a l  l ev el  
g o v e r n e d  by ri sk, su p p l y ,  an d d e m a n d .  U n n a t u r a l  fixed 
r a t e s  c a u s e  i n e q u i t a b l e  d i s t r i b u t i o n  of c a p i t a l  an d s e r i o u s  
d i s t o r t i o n s  in the e c o n o m y .

57* oe.€CoA/
2. P-ftTs (&) W e s t e r n  s t a t e s  (Montana,'1 N e v a d a , Utah, A r i z o n a ,  

and  N e w  M e x i c o )  h a v e  no  s t a t u t o r i l y  i m p o s e d  c e i l i n g .  Idaho, 
W y o m i n g ,  a n d  C o l o r a d o  h a v e  n o w  e s t a b l i s h e d  a 211 m i n i m u m .  
I l l i n o i s ,  Iowa, O h i o  a n d L o u i s i a n a  h a v e  i n t r o d u c e d  d e r e g u­
l a t i o n  b il l s .

3. T h e  m o s t  c o m p r e h e n s i v e  r e c e n t  s t u d y  we h a v e  i n d i c a t e s  that 
r e t a i l e r s  i n c u r r e d  an a v e r a g e  of $ 1 . 2 9  of the e x p e n s e  for 
e a c h  $1 00  of  f i n a n c e  c h a r g e  inc o me . It s h o u l d  be r e m e m b e r e d  
t h a t  181 i n t e r e s t  g e n e r a t e s  o n l y  $ 9 . 0 0  in f i n a n c e  c h a r g e  
i n c o m e  on a $ 1 0 0  p u r c h a s e  p a i d  of f o v e r  o n e  y e a r  b e c a u s e  
the c h a r g e  is a s s e s s e d  on the d e c l i n i n g  b a l a n c e .

■1. L o s s e s  f r o m  c r e d i t  o p e r a t i o n s  m u s t  bo i n c l u d e d  in the c o s t
of g o o d s  an d s e r v i c e s  w h i c h  a r e sold. T h i s  c o s t  is bo r n 
o f  e v e r y o n e - - i n c l u d i n g  t h o s e  w h o  don't; u s e  c r e d i t  (such as 
r e t i r e d  p e r s o n s  an d  t h o s e  w h o  d o n ' t  q u a l i t y  for c r e d i t ) .  
R e t a i l o r s  b e l i e v e  that  o n l y  t h o s e  w h o  c h o o s e  to us e c r e d i t  
s e r v i c e s  s h o u l d  p a y  fo r it.

5. If a r e t a i l e r  is l o s i n g  m o n e y  in h i s  c r e d i t  o p e r a t i o n ,  s om e 
a p p l i c a n t s  w h o  ar e  c r e d i t  wortlv .vill no t  r e c e i v e  cr ed it , 
and  t h o s e  w h o  d o w i l l  r e c e i v e  ’ is. M a n y  r e j e c t e d  c u s t o m e r s  
w i l l  t h e n  b o r r o w  at s m a l l  l o a 1 a t e s  w h i c h  are  tar hi gh er .

D o n  M a g n u s  soil 

E x e c u t i v e  D i r e c t o r  
5 8 6 - 6 7 0 6

L a r r y  S n i d e r  
P r e s i d o n  t:
N o r 1 and:;
3 4 9 - 1 5 7 2

H o b  S t e v e n s o n  
V i c e  P r e s i d e n t  
M o n t g o m e r y  W a r d  
2 7 9 - 4 4 4 4
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P OR T L AN O  ..r ZA 503 227-5636

A Division of Associated Oregon Industries

January 22, 1982

Johr Andrew, Esq.

J. C. Penney Company, Inc.

333 S. Hope Street, #3720 
Los Angeles, California 90071

Dear John:

You will find enclosed a list of 20 stores in Oregon, showing the finance 

charge rate for their charge accounts and the date the rate became effective, 

if that information was available. Most of those on the 18% rate have 
maintained that level for a long period.

The stores include several of the larger chain department stores, some 

small Oregon chains, and some independents with a mix of jewelry, clothing, 

furniture and automotive.

We hope this will give you Sufficient information.

Si ncerely,

Otto J. WiIson

Vice President, Retail

Associated Oregon Industries

paj

Enclosure

T h e  V o i c e  o f  O  r e  g  o n  's R e t a i l  I n d u s t r y
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H U U S E  B A N K I N G  C H A I R M A N  W A N T S  T O  G O  S L O W  O N  N E W  B A N K I N G  P O W E R S

b r e a k i n g  a long s i l e n c e  on h o w  he t h i n k s  f i n a n c i a l  s e r v i c e s  d e r e g u l a t i o n  
s n o u l d  p r o c e e d ,  H o u s e  R a n k i n g  C o m m i t t e e  C h a i r m a n  F e r d n a n d  St. G e r m a i n  
lu -R I) h a s  s i g n a l e d  hp w a n t s  to p r o c e e d  s l o w l y  a n d  a s s e s s  the im p a c t  on 
t n e  p u b l i c .  In a F e b r u a r y  29 C o n g r e s s i o n a l  s p e e c h ,  St. G e r m a i n ,  w h o
 _______ *«    *___________________   a. u  ~  c u  ~  u ___ __ ̂    a

St. G e r m a i n  s h a r p l y  c r i t i c i z e d  b a n k i n g  p r a c t i c e s  w h i c h  he s a y s  f a v o r  the 
a f f l u e n t ,  s uc h  as c h a r g e s  for c a s h i n g  social s e c u r i t y  c h e c k s  o r  c u t t i n g  
b a c k  on b r a n c h e s  s e r v i n g  low  inc om e c u s t o m e r s .  He s u g g e s t e d  that f e d­
era l  d e p o s i t  i n s u r a n c e  be l i m i t e d  to i n s t i t u t i o n s  that s e r v e  the b r o a d  
p u b l i c  i nt e r e s t ,  and s e e m s  to b e l i e v e  that f e d e r a l  s u p p o r t  of the b a n k­
ing s y s t e m  s h o u l d  h i n g e  on b a n k s  s t a y i n g  s e p a r a t e  f r o m  g e n e r a l  c o m m e r c e .

St. G e r m a i n ' s  p h i l o s o p h y  d i r e c t l y  c o n t r a s t s  w i t h  S e n a t e  B a n k i n g  C o m m i t­

te e  C h a i r m a n  J a k e  G a r n  (R-UT) w h o  is now h o l d i n g  h e a r i n g s  on v a r i c j s
b i l l s  that w o u l d  a l l o w  bank  e n t r y  into i n s u r a n c e ,  s e c u r i t i e s ,  and  real 
e s t a t e .  Th e  H o u s e  c h a i r m a n ' s  p o s i t i o n  c a s t s  d o u b t s  on w h e t h e r  an y  
l e g i s l a t i o n  can p a s s  t h i s  ye ar.

C O I L  O p p o s e s  N e w  At a Feb. 29 S e n a t e  B a n k i n g  C o m m i t t e e  h e a r i n g ,  the
P o w e r s  for B a nk s C o n f e r e n c e  of I n s u r a n c e  L e g i s l a t o r s  (COIL) a n n o u n c e d

t hat it o p p o s e s  G a r n ' s  b a n k i n g  d e r e g u l a t i o n  bi 1 1.
N e w  York S t a t e  S e n a t o r  J o h n  D u n n e  s a i d ,  " It is the 

r e a l i t y  of risk, w e i g h e d  a g a i n s t  the p u b l i c  i n t e r e s t  in s o l v e n c y  o f 
o u r  f i n a n c i a l  i nst i t uti o ns  wh i ch is t he ma i n has i s for  CO T L 1s o p p o s  i t i o n ." 
C O I L  a r g u e d  that the r i s k s  of e a c h  fi na nci al  s e r v i c e s  i n d u s t r y  vary 
g r e a t l y  and ''their c o m b i n a t i o n  in a si n gl e e n t i t y  c o u l d  t h r e a t e n  the 
s o l v e n c y  of the i n s t i t u t i o n . "

C O I L  a l s o  c h a r g e d  that n o n e  of the financi al i n d u s t r i e s  h as  m a n a g e d  its 
o w n  r i s ks  well e n o u g h  to j u s t i f y  the e x p a n s i o n  a n d  e x p a n s i o n  c o u l d  c o m­
p o u n d  ri sk s,  lead to u n p r e c e d e n t e d  c o n c e n t r a t i o n s  of p o w e r ,  an d  re s ul t 
in a d i m i n u t i o n  of the u n d e r w r i t i n g  d i s c i p l i n e s .

L E N T  S P O N S O R S  B A S I C  S U P E R F U N D  R E A U T H O R I Z A T  I ON

Rep. N o r m a n  F. Lent (R-NY) has i n t r o d u c e d  his  v e r s i o n  of a p r o p o s a l  to 
r e a u t h o r i z e  the S u p e r f u n d  Act. Lent said HR 49 1 5 is a " s t r a i g h t f o r w a r d  
l e g i s l a t i v e  p a c k a g e " .  It a v o i d s  h i g h l y  c o n t r o v e r s i a l  p r o v i s i o n s  suc h 
a s v i c t i m s  c o m p e n s a t i o n  an d e x p a n d e d  rig hts  for c i t i z e n s  to sue for 
c l e a n u p .  The bill d e l e t e s  l a n g u a g e  that s u b j e c t s  i n s u r e r s  to u n l i m i t e d  

l i a b i l i t y  if c o u r t s  f i n d  t h e y  ar e not ac ti ng  in g o o d  fa ith .
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MARATHON BANK PEREC HEARINGS ENTER 2ND WEEK
legislation which would allow banks to underwrite insurance goes 
too far, the National Association o f  Insurance Commissioners 
(NA1C) told the  Senate Banking Committee last week. Testifying 
for the NAIC. Iowa Comm. Bruce Foudree expressed concern 
about the safety of depositors' funds if banks underwrite in su r­
ance risks. And he said the states aren 't convinced integration 
of financial services will improve competition. "Lor gst an ding 
solvency safeguards should not be sacrificed for the sake of 
consumer convenience," Foudree said.
The Conference of Insurance Legislators (COIL) also aubmitted 
written testimony opposing the bank deregulation bill (S2181). 
New York State Sen. John R. Dunne, who presented the te s ti­
mony, said, "It is the neat eggs of our constituents which may 
be broken i f  we let deregulation soove too far too fast."
Senate Banking Committee Chairman Jake Gera (R-Utah) com­
mented that insurers are entering the banking business and 
asserted, "You can't have it both woys." Meanwhile. Rep. 
Fernand St Germain (D -R .I.), the House Banking Committee 
chairman, announced be will be holding hearings on banking 
deregulation later this year. St Germain, who is known to 
oppose expanded powers for banks, has suggested that if banks 
are broadly deregulated as proposed, they should lose federal 
deposit Insurance.

SEC PROPOSES CHANGES IN DISCLOSURE RULES FOR INSURERS

The Securities and Exchange Commission, expressing concern 
about the ability of investors to evaluate the reserve liabilities of 
property/casualty insurance companies, has proposed rule 
changes for disclosures by publicly-held insurers. The SEC 
said the new rules would require "disclosure of past estimating 
experience, information concerning loss reserving methods cur­
rently employed and a discussion of any recent changes in 
circumstances and reserving methods." The SEC said the 
changes would provide investors with information on inflation 
accounting, on the effect of any reserve discounting and on 
adjustments to reserves. Interested parties have until May 31 to 
comment.
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Semi-Annual Statement of Condition

Assets
First  m o r tg a g e  loans
O il ie r  loans
Real e s ta te  o w n e d
S tock  in F edera l  H o m e  Loan Bank
C ash  on  h a n d  in b a n k s
Inves tm en t  secu r i t ie s
Office b u ild in g  & e q u ip m e n t  (net)
O th e r  a s se ts

Total Assets

!> 94,760,964 
7,105,881 
4,294,550 

879,000 
443.900 

16,979,056 
2,650,794 
3,674,938 

8130,789,083

Liabilities
S av ings  a c c o u n ts
A dvances  F ed e ra l  H o m e  Loan Bank  
L oans  in p ro cess
S pecific  r e se rv es  & d e le r r c d  c re d i ts
O t h e r  liabilit ies
R eserves  & u n d iv ided  p ro f i ts

Total L iab il i t ies  & Met W orth

S105.2I5.578 
10,940,000 
6 ,229 ,321 

740,311 
472.307 

7.191,566 
SI 30.789.083

President's Message:
We a r e  p r o u d  to m a r k  the  50th  an n iv e rsa ry  
ol A laska F edera l  w i th  8130 m illion  in assets .  
O u r  rap id  su c c e ss  is a lso  sh o w n  in o u r  
$2 m illion  in c rease  in net w o r th  in 1983—tin 
.n e re a se  u n p re c e d e n te d  in o u r  history.

We alt r ib u le  o u r  recent g a ins  to o u r  c u s to m e r s ’ 
g r o w in g c o n l id c n c e  in using  Alaska Federa l lo r  
all ol th e i r  b a n k in g  n e e d s .T h is  a l t i tu d e  is 
re f lec ted  in the  d r a m a t i c  rise in check ing  
a c c o u n ts  in 1983, O u r  n ew  c o n s u m e r  lending  
p ro g ra m  w h ic h  h a s  in c o rp o ra te d  such  < ilferiugs 
a s  boat a n d  a i r p la n e  loans, a n d  the  ad d it io n  ol 
c re d i t  c a r d s  to o u r  list ol p ro d u c ts ,  have also 
b een  g rea t ly  received.

We a r e  p ie s e n l ly  w o rk in g  to w a rd  con tin u ed  
grow ill a n d  suc cess  w i th  the  r e s t ru c tu r in g  ol 
o u r  a s se ts  a n d  liabilities, a  m ove to w a rd  in su r ­
ing o u r  I til l ire  p rosperity .  And the  cud  ol 1984 
will b r in g  a  f u r th e r  e x a m p le  ol o u r  rap id  
g ro w th  a s  w e  c o m p le te  o u r  new  c o rp o ra te  h e a d ­
q u a r t e r s  bu ild ing .

We th a n k  yo u  fo r  v o u r  re spo n se  in 1983 to o u r  
im p ro v e d  offerings , a n d  hope that you  c o n t in u e  
to view Alaska  Sav ings a s  the s ingle  s o u rc e  lo r  
y o u r  I inanc ia l  needs.

And as  w e  look to  the I lit lire on  this, o u r  50th 
ann iversa ry , w e  lor-’sce bo th  in c reased  grow th 
a n d  the  c o n t in u a n c e  ol o u r  c o m m itm e n t  to 
giv ing you, the  peop le  ol S ou the as t  Alaska, the  
type o f  p ro d u c t s  and  level ol serv ice v o u ’ve 
c o m e  to  expec t I rom  
Alaska Federa l.

Siiicerclv,

I..I', ( 'o i lm a n  
P residen t
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§ 4 5 .1 0 .1 2 0 A l a s k a  S t a t u t e s § 4 5 .1 0 .1 3 0

S e c .  4 5 .1 0 .1 2 0 .  E x t e n t  o f  s e r v i c e  c h a r g e ,  (a) T h e  s e rv ic e  c h a r g e  
sh a l l  in c lu d e  a l l  c h a r g e s  in c i d e n t  to  in v e s t i g a t i n g  a n d  m a k i n g  th e  
r e t a i l  i n s t a l l m e n t  c o n t r a c t  o r  c h a r g e  a g r e e m e n t  a n d  for t h e  p r iv i l e g e  
o f  m a k i n g  t h e  in s t a l l m e n t  p a y m e n t s  u n d e r  th e  c o n t r a c t  o r  a g r e e m e n t .  
N o o t h e r  fee, e x p e n se ,  o r  c h a r g e  m a y  b e  t a k e n ,  r e c e iv e d ,  r e s e rv e d ,  o r  
c o n t r a c te d  for i n v e s t i g a t i n g  a n d  m a k i n g  t h e  c o n t r a c t  o r  a g r e e m e n t ,  o r  
for th e  p r iv i l e g e  o f  m a k i n g  t h e  p a y m e n t s .

(b) A s e l l e r  o r  h o ld e r  o f  a  r e t a i l  i n s t a l l m e n t  c o n t r a c t  m a y  c h a r g e ,  
re c e iv e  a n d  co llec t  a  s e rv ic e  c h a r g e  w h ic h  s h a l l  n o t  ex c e e d  t h e  
fo l lo w in g  r a t e s  m u l t ip l i e d  b y  t h e  n u m b e r  o f  m o n th s ,  i n c l u d i n g  a  
f r a c t io n  o f  a  m o n t h  in  e x cess  o f  15 d a y s  a s  on e  m o n th ,  e l a p s in g  b e tw e e n  
t h e  d a t e  o f  t h e  c o n t r a c t  a n d  t h e  d u e  d a t e  o f  th e  l a s t  i n s t a l l m e n t ,

(1) on  so m u c h  o f  t h e  u n p a i d  b a l a n c e  a s  does  n o t  ex c e e d  $1 ,0 0 0 ;—  
f iv e - s ix th s  o f  o n e  p e r  c e n t ;  ^

(2) i f  t h e  u n p a id  b a la n c e  e x c e e d s  on so m u c h  o f  t h e  u n p a id  
b a la n c e  a s  ex ceed s  S ’ .fV'Q, tw o - t h i r d s  o f  o n e  p e r  c e n t ;

(3) i f  t h e  to ta l  s e rv ice  c h a r g e  so c o m p u te d  is le ss  t h a n  $ 12 , b u t  i f  t h e  
d u e  d a t e  o f  t h e  l a s t  i n s t a l l m e n t  o f  t h e  c o n t r a c t  is e i g h t  m o n th s  o r  less  
a f t e r  i t s  e f fec t ive  d a te ,  $10.

(c) A s e l l e r  o r  h o ld e r  o f  a  r e t a i l  c h a r g e  a g r e e m e n t ,  r e v o lv in g  c h a r g e  
a g r e e m e n t  o r  o th e r  r e t a i l  c h a r g e  a g r e e m e n t  m a y  c h a r g e ,  r e c e iv e  a n d  
co llec t  a  s e rv ic e  c h a r g e  n o t  to  ex c e e d  th e  fo llow ing  r a t e s  c o m p u te d  on  
t h e  o u t s t a n d i n g  b a la n c e s  f rom  m o n t h  to  m o n th ,

(1) on  so m u c h  o f  t h e  o u t s t a n d i n g  b a la n c e  a s  do es  n o t  ex ceed  $ + ^ 007^  
o n e  a n d  o n e - h a l f  p e r  c e n t  p e r  m o n t h ;  ^ 3 / t r C r b

(2) i f  t h e  o u t s t a n d i n g  b a la n c e  is m o r e  t h a n  o n e - tw e l f th  o f  t h e
a n n u a l  r a t e  p e r m i t t e d  u n d e r  A S  4 5 .4 5 .0 1 0 (b )  p e r  m o n th  on  th e  e x cess  
o v e r  $ 1 ,0 0 0  o f  t h e  o u t s t a n d i n g  b a la n c e ;

(3) i f  t h e  s e rv ic e  c h a r g e  so c o m p u te d  is le s s  t h a n  $1 for a n y  m o n th ,  
$1;

(4) t h e  s e rv ic e  c h a r g e  m a y  b e  c o m p u te d  on a  s c h e d u le  o f  f ixed  
a m o u n t s  i f  a s  so c o m p u te d  it  is  a p p l ie d  to a l l  a m o u n t s  o f  o u t s t a n d i n g  
b a la n c e s  e q u a l  to th e  f ixed a m o u n t  m i n u s  a  d i f f e r e n t ia l  o f  n o t  m o re  
t h a n  $5  p ro v id e d  t h a t  i t  is a l s o  a p p l ie d  to  a l l  a m o u n t s  o f  o u t s t a n d i n g  
b a la n c e s  e q u a l  to th e  f ixed a m o u n t  p lu s  a t l e a s t  t h e  s a m e  d i f f e r e n t ia l .
(§ 13 ch  141 S L A  1962; a m  $ 1 c h  154 S L A  1966; a m  § 2  ch  79  S L A  
1980)

Cross reference. —  Ah to revolving 
credit plntis, see AS 06.0f> 208.

Kffeet o f  n n ie n d m e n t. — The 19H0 
iirnciidinenl substitu ted  "one-twelfth of

the unnunl rate permitted under AS 
•15 •l.'i.OIOibf for "one per cent" following 
"more than $1,000" in paragraph (2) of 
subsection (c).

S e c .  4 5 .1 0 .1 3 0 .  I n s u r a n c e .  I f  t h e  cos t  o f  i n s u r a n c e  is in c lu d e d  in  
th e  r e ta i l  i n s t a l l m e n t  c o n t r a c t  o r  r e t a i l  c h a r g e  a g r e e m e n t  .mil <i 
s e p a r a t e  c h a r g e  is m a d e  to t h e  b u y e r  for t h e  in s u ra n c e ,

~ D o r >  I V q g o i / s o ^
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§ 4 5 .1 0 .1 2 0 A l a s k a  S t a t u t e s § 4 5 .1 0 .1 3 0

I;.
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51,000,

S e c .  4 5 .1 0 .1 2 0 .  E x t e n t  o f  s e r v i c e  c h a r g e ,  (a) T h e  s e rv ic e  c h a r g e  
s h a l l  in c lu d e  a l l  c h a r g e s  in c id e n t  to  i n v e s t i g a t i n g  a n d  m a k i n g  th e  
r e ta i l  i n s t a l l m e n t  c o n t r a c t  o r  c h a r g e  a g r e e m e n t  a n d  for t h e  p r iv i le g e  
o f  m a k i n g  t h e  i n s t a l l m e n t  p a y m e n t s  u n d e r  t h e  c o n t r a c t  o r  a g r e e m e n t .  
N o o th e r  fee. e x p e n se ,  o r  c h a r g e  m a y  be  t a k e n ,  r e c e iv e d ,  r e s e rv e d ,  o r  
c o n t r a c t e d  for i n v e s t i g a t i n g  a n d  m a k i n g  t h e  c o n t r a c t  o r  a g r e e m e n t ,  o r  
for t h e  p r iv i le g e  o f  m a k i n g  th e  p a y m e n t s .

(b) A s e l l e r  o r  h o ld e r  o f  a  r e t a i l  i n s t a l l m e n t  c o n t r a c t  m a y  c h a r g e ,  
r e c e iv e  a n d  c o llec t  a  se rv ic e  c h a r g e  w h ic h  s h a l l  n o t  ex c e e d  -the= 
fo l lo w in g —cates- m u l t i p l i e d  by  t h e  n u m b e r  o f  m o n th s ,  i n c l u d i n g  a 
f r a c t io n  o f  a  m o n t h  in e x cess  o f  15 d a y s  a s  o n e  m o n th ,  e l a p s in g  b e tw e e n  
t h e  d a t e  o f  t h e  c o n t r a c t  a n d  th e  d u e  d a te  o f  th e  l a s t  in s t a l l m e n t

U L o n - s o  m u c h ~ o f‘then.Tnj3aui~b:rianee a s - d o e s  not- excocd~$ 
T L vo-six ths-o f-one-per-cen t;

(2 ) - i f - t -h e - im p a td -b n la n c e  e x ceed s  $1 ,000 , on  so m u c h  o f  t h e  u n p a i d  
b a l a n c e  a s - e x c e e d s  $ 1 ,0 0 0 ,  tw o - t h i r d s  o f  o n e  p e r  cent;*

(3) i f  t h e  to ta l  s e rv ic e  c h a r g e  so c o m p u te d  is le s s  t h a n  $ 1 2 , 1 ' i f  t h e  
d u e  d a t e  o f  th e  l a s t  i n s t a l l m e n t  o f  t h e  c o n t r a c t  is e i g h t  m o n th  - o r  le ss  
a f t e r  i t s  e f fec t ive  d a te ,  $10 .

(c) A s e l l e r  o r  h o ld e r  o f  a  r e t a i l  c h a r g e  a g r e e m e n t ,  r e v o lv in g  c h a r g e  
a g r e e m e n t  o r  o th e r  r e t a i l  c h a r g e  a g r e e m e n t  m a y  c h a r g e , r e c e iv e  a nd  
co llec t  a  s e rv ic e  c h a r g e  n o t  to  ex caed  the -fo llow + ng-ra to tf  c o m p u te d  on 
t h e  o u t s t a n d i n g  b a l a n c e s  from  m o n th  to  m o n th ;  vH<>-t

i4-)-on-K O Tm ieh-oP4be-ouUtanding-bu]ance a s  d o e s  n o t  e x c e e d  $1 ,000 , 
o n c - a n d - o n e - h a I f  p e r  e e n t - p e r  m o n th ;

(2 )-a f  t h e  o u t s t a n d i n g  b a la n c e  is m o r e  t h a n  $1 ,&005n n e - t w e l f t h  o f  th e  
a n u u a L r a t c  p e r m i t t e d  u n d e r - A S  45-.45.010d>) p e r  m o n th - o n - th e  e x c e s s  
oveHjrl-(>Od-uf- th e~ o u ts tn n d in g -b a lH n o e :-

(5)- i f  t h e  s e rv ic e  c h a r g e  so c o m p u te d  is le ss  t h a n  $1 for a n y  m o n th ,  
$ 1;

(4) t h e  s e rv ic e  c h a r g e  m a y  be  c o m p u te d  on  a  s c h e d u le  o f  f ixed  
a m o u n t s  i f  a s  so c o m p u te d  i t  is a p p l ie d  to a ll  a m o u n t s  o f  o u t s t a n d i n g  
b a la n c e s  e q u a l  to  t h e  f ix e d  a m o u n t  m i n u s  a  d i f f e r e n t ia l  o f  n o t  m o re  
t h a n  $5  p ro v id e d  t h a t  i t  is a lso  a p p l ie d  to a ll  a m o u n t s  o f  o u t s t a n d i n g  
b a la n c e s  e q u a l  to th e  f ixed  a m o u n t  p lu s  a t  l e a s t  t h e  s a m e  d i f f e r e n t ia l .  
(§ 13 ch  141 S L A  1962; a m  5 1 ch  154 SL A  1966; a m  § 2  ch  79  S L A  
1980)

v e-ti - si x

v-c e .
is cF

I r

CronH reference. — Ah lo revolving 
credit phins, see AS 0fi.05.208.

K ffee t o f  iitu en d in en t. — The 1080 
uiiii-iiiliiii'iit Hiihslituted "one-twelflh of

the annual rate pi'rinilted under AS 
•t5.'t5.(M0lh)" for "one per cent" liillowini; 
"more than $1,000" in paragraph (2) of 
siihsi'clion (c).

S e c .  4 5 .1 0 .1 3 0 .  I n s u r a n c e .  If t h e  co s t  o f  i n s u r a n c e  is in c lu d e d  in  
t h e  r e t a i l  i n s t a l l m e n t  c o n t r a c t  or r e t a i l  c h a r g e  a g r e e m e n t  a n d  it 
s e p a r a t e  c h a r g e  is m a d e  to  th e  b u y e r  for th e  in s u r a n c e ,
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issioner Seeks \New Jersey Co 
To Continue Ban on Rate Ceilings
S p td il to the American Banker

• *

TRENTON, N.J. — The New Jersey 
banking commissioner has recom­
mended to the L-gislature that a state 
ban on interest rate ceilings on all types 
of consumer loans be continued.

"Based on available evidence, it is' 
my determination that elimination of 
the interest rate ceilings over the past 
three years has served to increase the 
availability of consumer loans and to 
lower the interest rates charged," the 
commissioner, Michael M. Hom, said 
in a report to the legislature. Mr. Horn 
is leaving office March 20 to become 
state treasurer.

Ceilings were eliminated by law in 
1981 in an attempt to ease the state’s 
tight money market and to make credit 
more readily available to the consum­
er, Mr. Horn said. Since then, interest 
rates have dropped for three consecu­
tive years, he said.

The legislation has required the 
commissioner to monitor interest rates 
charged by banks and savings and loan 
associations and to determine whether 
the elimination of the interest rate ceil­
ings is in the best interests of the pub­
lic. The annual surveys that he has con­
ducted include checking rates charged 
by licensed companies engaging in 
home repairs, insurance premium fi­
nancing, secondary mortgages, small' 
loans, and retail installment sales.

Report Shows Sufficient Competition

Mr. Horn, who has been making an­
nual reports to the legislature about 
consumer credit —: another require­
ment cf the 1981 statute — said the 
latest survey shows:

•  That a substantial degree of com­
petition does exist in the state, as indi­
cated by the "reasonable" levels of in­
terest rates charged.

• That interest rates on consumer 
credit loans in New Jersey have fallen.

In October 1983, for instance, rates 
were generally 1.3% below compara­
ble levels for October 1982. The de­
cline was greater than the national 
drop, Mr. Horn said.

• That the elimination of ir.ierest 
rate ceilings serves to increase avail­
ability of consumer loans. For the 12 
months ending Sept. 30, 1983, con­
sumer credit loans by New Jersey com­
m ercial banks rose 14.8% , from 
$4,629 billion to $5,314 billion.

"The last increase cited represented 
the largest percentage rise during the 
last five years,” Mr. Hom said. "In 
1980, a year before statutory rate ceil­
ings on these types of loans were re­
moved, a decline was recorded, even 
without adjustment for inflation.

"With the recession and high inter­
est rates of 1981 and 1982, no mean­
ingful gains were made in consumer 
lending by consumer banks as a whole. 
However, in the year just passed, all 
three major types of depository institu­
tions — commercial banks, savings 
banks, and savings and loan associa­
tions — showed markedly increased 
activity in most areas of consumer 
lending, while the rates they charged 
were generally falling." II
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B Y  T H E  L A B O R  A N D
1 I N  T H E  H O U S E  - C O M M E R C E  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 246 (L&C)

3 I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to th e  d e r e g u l a t i o n  of i n t e r e s t

7 r a t e s ;  a n d  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A  SICA:

*  S e c t i o n  1. A S  0 6 . 2 0 . 2 3 0 ( a )  is a m e n d e d  to read:

10 \  (a) A l i c e n s e e  m a y  l e n d  any s u m  o f  m o n e y  n o t  e x c e e d i n g  $ 2 5 , 0 0 0

a n d  m a y  c h a r g e ,  c o n t r a c t  for, a n d  r e c e i v e  o n  t h e  l o a n  i n t e r e s t  at a 

r a t e  a g r e e d  o n  by c o n t r a c t  [NOT  E X C E E D I N G  T H R E E  P E R C E N T  A  M O N T H  ON 

T H A T  P A R T  OF T H E  U N P A I D  P R I N C I P A L  B A L A N C E  OF  A  L O A N  N O T  I N  E X C E S S  OF 

$ 8 5 0 ; T W O  P E R C E N T  A M O N T H  O N  T H E  U N P A I D  P R I N C I P A L  B A L A N C E  E X C E E D I N G  

$ 8 5 0  B U T  N O T  E X C E E D I N G  $ 1 0 , 0 0 0 ;  A N D  A T  A  R A T E  A G R E E D  B Y  C O N T R A C T  O N

J H E  R E M A I N D E R  O F  A N Y  U N P A I D  P R I N C I P A L  B A L A N C E  E X C E E D I N G  $ 1 0 , 0 0 0  B U T

N O T  E X C E E D I N G  $ 2 5 , 0 0 0 ] .

A n J -  —
J T u a ^ u

t r ^ f s  $ K > , b O C > -  ( h c a ~ f - l a J s r a  c > { ( o ^ . m J
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_18 *  Sec. 2. A S  0 6 . 4 0 . 1 2 0 ( c )  is a m e n d e d  to read:

19 (c) T h e  s e r v i c e  c h a r g e  m a y  n o t  e x c e e d  i n t e r e s t  at a r a t e  a g r e e d

20 o n  b v  c o n t r a c t .  A  [TH E N O M I N A L  A N N U A L  R A T E  O F  15 P E R C E N T  P L U S  A N  AD-

21 D I T I O N A L  C H A R G E  O F  $10 P E R  P R E M I U M  F I N A N C E  A G R E E M E N T  W H I C H  N E E D  N O T  B E

22 R E F U N D E D  U P O N  C A N C E L L A T I O N  O R  P R E P A Y M E N T .  H O W E V E R ,  A NY]  b o r r o w e r  m a y

23 p r e p a y  th e  [HIS] p r e m i u m  f i n a n c e  a g r e e m e n t  in f u l l  at an y t i m e  b e f o r e

24 t h e  d u e  d a t e  of the f i n a l  p a y m e n t  a n d  i n  th a t  e v e n t  th e  u n e a r n e d

25 s e r v i c e  c h a r g e . s h a l l  b e  r e f u n d e d .  T h e  a m o u n t  o f  an y  r e f u n d  s h a l l  be

26 c a l c u l a t e d  i n  a c c o r d a n c e  w i t h  r e g u l a t i o n s  a d o p t e d  b y  the com m i s s i o n er . .

^  ( y v ' —

_*•— — *

c r v —
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22----- — Sec. 3. A S  0 9 . 5 5 . 4 4 0 ( a )  is a m e n d e d  t o  read:

28 U p o n  the  f i l i n g  or the d e c l a r a t i o n  o f  taking, a n d  t h e  d e p o s i t

2 ^ w i t h  t h e  c o u r t  of the a m o u n t  of the e s t i m a t e d  c o m p e n s a t i o n  s t a t e d  in

*1* r«i£. 2 4 5 (LiC)

1 the d e c l a r a t i o n ,  t i t l e  to the e s t a t e  as s p e c i f i e d  i n  t h e  d e c l a r a t i o n

■\
/ m e  u c  n a i a i i u i i ,  n n e  lo une e s t a t e  as s p e c i n e a  i n  t h e  d e c l a r a t i o n

v e s t s  in t h e  p l a i n t i f f ,  a n d  t h a t  p r o p e r t y  is c o n d e m n e d  a n d  t a k e n  f o r  ^

D  • ll
3 the u s e  of t h e  p l a i n t i f f ,  a n d  the r i g h t  to j u s t  c o m p e n s a t i o n  for it

4 v e s t s  i n  t h e  p e r s o n s  e n t i t l e d  to jLt. T h e  c o m p e n s a t i o n  s h a l l  b e  asc e r-

5 t a i n e d  a n d  a w a r d e d  i n  th e  p r o c e e d i n g  a n d  e s t a b l i s h e d  b y  j u d g m e n t .  T h e
i .■

6 j u d g m e n t  s h a l l  i n c l u d e  l a w f u l  i n t e r e s t  [AT T H E  R A T E  O F  S I X  P E R C E N T  P E R

7 Y EAR] o n  the a m o u n t  f i n a l l y  a w a r d e d  ’•'hich e x c e e d s  the a m o u n t  p a i d  into

8 c o u r t  u n d e r  th e  d e c l a r a t i o n  of t a k i n g .  T h e  i n t e r e . t  r u n s  f r o m  the

9 d a t e  t i t l e  v e s t s  to th e  d a t e  o f  p a y m e n t  o f  t h e  j u d g m e n t

, - r v  ’ a J U l
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* Sec. 4. A S  4 5 . 1 0 . 1 2 0 ( b )  is a m e n d e d  to read:

(b) A  s e l l e r  o r  h o l d e r  of a r e t a i l  i n s t a l l m e n t  c o n t r a c t  m a y  

c h a r g e ,  r e c e i v e  a n d  c o l l e c t  a s e r v i c e  c h a r g e  o n  t h e  o u t s t a n d i n g  b a l ­

anc e  at a r a t e  a g r e e d  o n  by c o n t r a c t  [ W H I C H  S H A L L  N O T  E X C E E D  T H E

F O L L O W I N G  R A T E S  M U L T I P L I E D  BY T H E  N U M B E R  O F  M O N T H S ,  I N C L U D I N G  A  F R A C­

T I O N  O F  A  M O N T H  I N  E X C E S S  OF 15 D A Y S  A S  O N E  M O N T H ,  E L A P S I N G  B E T W E E N

T H E  D A T E  O F  T H E  C O N T R A C T  A N D  T H E  D U E  D A T E  O F  T H E  L A S T  I N S T A L L M E N T ,

(1) O N  SO M U C H  OF T H E  U N P A I D  B A L A N C E  A S  D O E S  N O T  E X C E E D

 ,S-^OAP, irxTJiT J T iT m b  U l UNc. PERCENT ; —  p ilr
(2) IF T H E  U N P A I D  E A L A N C E  E X C E E D S  $ 1 , 0 0 0 ,  O N  SO M U C H  O F  T H E  

U N P A I D  B A L A N C E  A S  E X C E E D S  $1,000, T W O - T H I R D S  O F  O N E  P E R C E N T ;  -  # % >

i p

2.

Of

I

p < y

(3) IF T H E  T O T A L  S E R V I C E  C H A R G E  SO C O M P U T E D  IS L E S S  T H A N  

$12, B U T  I F  T H E  D U E  D A T E  O F  T H E  L A S T  I N S T A L L M E N T  O F  T H E  C O N T R A C T  IS 

E I G H T  M O N T H S  O R  L E S S  A F T E R  ITS E F F E C T I V E  D AT E ,  $10].

a ,  V o J '' { j l h -  : a - d 5 M r  ^

y ^ 'jr y r ^ '
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24 *  Sec. 5. A S  4 5 . 1 0 . 1 2 0 ( c )  is a m e n d e d  to read:

25 (c) A  s e l l e r  o r  h o l d e r  of a r e t a i l  c h a r g e  a g r e e m e n t ,  r e v o l v i n g  ^

26 c h a r g e  a g r e e m e n t  or o t h e r  r e t a i l  c h a r g e  a g r e e m e n t  m a y  char g e ,  r e c e i v e

27 a n d  c o l l e c t  a s e r v i c e  c h a r g e  ac a r a t e  a g r e e d  o n  bv c o n t r a c t  [NOT T O  e>»*

25 E X C E E D  T H E  F O L L O W I N G  R A T E S  C O M P U T E D ]  on t he  o u t s t a n d i n g  b a l a n c e  [3AL-

29 A N C E S  F R O M  M O N T H  T O  M O N T H ,

1 (1) O N  SO M U C H  O F  T H E  O U T S T A N D I N G  B A L A N C E  A S  D O E S  N O T

I 2 E X C E E D  $ 1 , 0 0 0 ,  O N E  A N D  C U E - H A L F  P E R C E N T  P E R  M O N T H ;

3 (2) IF T H E  O U T S T A N D I N G  B A L A N C E  IS M O R E  T H A N  $ 1 , 0 0 0 ,  ONE-0 ^" '

4 T W E L F T H  O F  T H E  A N N U A L  R A T E  P E R M I T T E D  U N D E R  AS 4 5 . 4 5 . 0 1 0 ( b )  P E R  M O N T H

5 O N  T H E  E X C E S S  O V E R  $ 1 , 0 0 0  O F  T H E  O U T S T A N D I N G  B A L A N C E ;

6 (3) IF T H E  S E R V I C E  C H A R G E  SO C O M P U T E D  IS L E S S  T H A N  $1 F O R

7 A N Y  M O N T H ,  $1;
.  t

8 (4) T H E  S E R V I C E  C H A R G E  M A Y  B E  C O M P U T E D  O N  A  S C H E D U L E  O F

9 F I X E D  A M O U N T S  IF A c 50 C O M P U T E D  IT IS A P P L I E D  T O  A L L  A M O U N T S  O F  OU T -

10 S T A N D I N G  B A L A N C E S  E Q U A L  TO T H E  F I X E D  A M O U N T  M I N U S  A  D I F F E R E N T I A L  O F

11 N O T  M O R E  T H A N  $5 P R O V I D E D  T H A T  IT IS A L S O  A P P L I E D  TO A L L  A M O U N T S  O F

12 O U T S T A N D I N G  B A L A N C E S  E Q U A L  T O  T H E  F I X E D  A M O U N T  PLU S  A T  L E A S T  T H E  S A M E

13 D I F F E R E N T I A L ] .

- j - 1 ,  a - 4  C ^ u ^ y v u l y -  Ca'rC(L
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14 * Sec. 6. A S  4 5 . 4 5 . 0 1 0 ( a )  is a m e n d e d  to read:

1 5-------  (a ) T h e r a t e  of i n t e r e s t  in t h e  s t a t e  is 10.5 p e r c e n t  a -year *and "(S'  l(

16 n o  m o r e  on m o n e y  a f t e r  it is d u e  e x c e p t  as p r o v i d e d  b y  e x p r e s s  agrees

17 m e n t  of the p a r t i e s  in a c o n t r a c t  o r  l o a n  c o m m i t m e n t  [IN (b) O F  T H I S

18 S E C T I O N ]  . ---

-i& r ĉ jia ^
u w -l V &  *  ft l o ,  < F

I J  ^

(0.230(b) a n d  (c), AS 0 6 . 4 5 . 0 6 0 ( 5  ( A ) ( v i ), a n d  AS 45.

A S  01.-
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1 a n n u a l  r a t e  of 15 p e r c e n t  plus an a d d i t i o n a l  c h a r g e  o f  $10 p e r  p r e m i u m

2 f i n a n c e  a g r e e m e n t  w h i c h  n a e d  m e  h e r e f u n d e d  u p o n  c a n c e l l a t i o n  o r

3 p r e p a y m e n t .  H o w e v e r ,  any [A R A T E  A G R E E D  O N  BY C O N T R A C T .  A] b o r r o w e r

4 m a y  p r e p a y  th e p r e m i u m  f i n a n c e  a g r e e m e n t  i n  ful l  at an y  t i m e  b e f o r e

5 the d u e  d a t e  of the f inal p a y m e n t  a n d  i n  t h a t  e v e n t  the u n e a r n e d

6 s e r v i c e  c h a r g e  s h a l l  be r e f u n d e d.  T h e  a m o u n t  o f  a n y  r e f u n d  s h a l l  b e

7 c a l c u l a t e d  in a c c o r d a n c e  w i t h  r e g u l a t i o n s  a d o p t e d  by t h e  c o m m i s s i o n e r .

8 *  Sec. 9. A S  4 5 . 1 0 . 1 2 0 ( b )  is a m e n d e d  to read:

9 (b) A  s e l l e r  o r  h o l d e r  of  a r e t a i l  i n s t a l l m e n t  c o n t r a c t  m a y

10 c h a r g e , r e c e i v e  and c o l l ec t  a s o r - i c e  c h a r g e  w h i c h  s h a l l  not e x c e e d

11 the f o l l o w i n g  r a t e s  m u l tir u «»•: uy t h e  n u m b e r  of m o n t h s .  i n c l u d i n g  a

12 f^ a c t i o n  of a m o n t h  in e x c e ss of 15 d a y s  as one m o n t h ,  e l a p s i n g  b e -

13 t w e e n  the d a t e  of the c o n t r a c t and the d u e  d a t e  of t he  last i n s t a l l -

14 m e n t .

15 (1) o n  so m u c h  of the u n p a i d  b a l a n c e  as d o e s  not e x c e e d

16 $1,000, f i v e - s i x t h s  of one p e r c e n t;

17 (2) if the u n p a i d  b a l a n c e  e x c e e d s  $ 1 , 0 0 0 ,  o n  so m u c h  of t h e

18 u n p a i d  b a l a n c e  as e x c e e d s  $1,000, t w o - t M r d s  of o n e  p e r c e n t ;

19 (3) if the total s e r v i c e  c h a r g e  so c o m p u t e d  is less t h a n

20 $12. but if the d ue  d a t e  o f the l a s t i n s t a l l m e n t  of the c o n t r a ct is

21 e i g h t  m o n t h s  o r  less a f t e r its e f f e c t i v e  d a t e. $1 0  [ON T H E  O U T S T A N D I N G

22 B A L A N C E  A T  A  R A T E  A G R E E D  ON BY C O N T R A C T ] .

23 *  Sec. 10. A S  4 5 . 1 0 . 1 2 0 ( c )  is a m e n d e d  to read:

24 (c) A  s e l l e r  o r  h o l d e r  of a r e t a i l  c h a r g e  a g r e e m e n t ,  r e v o l v i n g

25 c h a r g e  a g r e e m e n t  o r  o t h e r  re t a i l  c h a r g e  a g r e e m e n t  m a y  c h a r g e , r e c e i v e

26 an d  c o l l e c t  a s e r v i c e  ch a r g e not to e x c e e d  the f o l l o w i n g  u t e s  com-

0 7 p u t e d  [AT A R A T E  A G R E E D  ON BY C O N T R A C T ]  o n  the o u t s t a n d i n g  b a l a n c e s

28 f r o m  m o n t h  to m o n t h ,  [BALANCE]

9 (1) c..i so m u c h  of the o u t s t a n d ing b a l a n c e  as doe s  n o t

CSHB 2 4 6 ( L4C) -4-



1 e x c e e d  S I , O Q0, one and o n e - h a l f  p e r c e n t  p e r  m o n t h ;

2 (2) if the o u t s t a n d i n g  b a l a n c e  is m o r e  t h a n  $ 1 , 0 0 0 ,  o ne-

3 t w e l f t h  o f  th e  an n u a l  r ate p e r m i t t e d  u n d e r  AS 4 5 . 4 5 . 0 1 0 ( b )  p e r  m o n t h

4 o n  the e x c e s s  o v e r  $ 1 , 0 0 0  o f  t h e  o u t s t a n d i n g  b a l a n c e ;

5 (3) if the s e r v i c e  c h a r g e  so c o m p u t e d  is less t h a n  SI fo r

6 a n y  m o n t h ,  $1;

7 (4) the s e n / i c e  charge- m a y  be c o m p u t e d  o n  a s c h e d u l e  of

8 f i x e d  a m o u n t s  if as so c o m p u t e d  it is a p p l i e d  to all a m o u n t s  o f  o u t ­

9 s t a n d i n g  b a l a n c e s  equal to t h e  f i x e d  a m o u n t  m i n u s  a d i f f e r e n t i a l  of

10 not m o r e  t h a n  $5 p r o v i d e d  t h a t  it is a l s o  a p p l i e d  to all a m o u n t s  of

11 o u t s t a n d i n g  b a l a n c e s  e q u a l  to th e  f i x e d  a m o u n t  p l u s  at least t h e  s a m e

12 d i f f e r e n t i a l .

13 * Sec. 11. AS 4 5 . 4 5 . 0 1 0 ( a )  is a m e n d e d  to read:

14 (a) T h e  rate of i n t e r e s t  i n  t h e  s t a t e  is 10.5 p e r c e n t  a y e a r  a n d

15 no  m o r e  o n  m o n e y  a f t e r  it is d u e  e x c e p t  as p r o v i d e d  i n  (i) o f  t h i s

16 s e c t i o n  TBi' E X P R E S S  A G R E E M E N T  O F  T H E  P A R T I E S  IN A  C O N T R A C T  O R  L O A N

17 C O M M I T M E N T ] .

18 * Sec. 12. A S  0 6 . 2 0 . 2 3 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

19 (b) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  of (a) of this s e c t i o n ,  a

20 l i c e n s e e  w h o  m a k e s  o p e n - e n d  l o a n s  u n d e r  t his c h a p t e r  m a y  c h a r g e ,

21 c o n t r a c t  for, a n d  r e c e i v e  i n t e r e s t  at a r a t e  n o t  e x c e e d i n g  t h r e e

22 p e r c e n t  a m o n t h  on that p a r t  o f  t h e  u n p a i d  p r i n c i p a l  b a l a n c e  o f  a l o a n

23 not i n  e x c e s s  of $850; tw o  p e r c e n t  a m o n t h  o n  the u n p a i d  p r i n c i p a l

24 ;ala n c e  e x c e e d i n g  $850 but n o t  e x c e e d i n g  $ 1 0 , 0 C 0 ;  a n d  at a r a t e  a g r e e d

25 by c o n t r a c  on the r e m a i n d e r  of a n y  u n p a i d  p r i n c i p a l  b a l a n c e  e x c e e d i n g

26 $ 1 0 , 0 0 0  b u t  not e x c e e d i n g  $ 2 5 , 0 0 0 .

27 (c) I n t e r e s t  on l o a n s  u n d e r  (b) of t h i s  s e c t i o n  s h a l l  b e  c o m­

28 p u t e d  a c c o r d i n g  to the a c t u a r i a l  m e t h o d  o n  the e n t i r e  u n p a i d  p r i n c i p a l

29 b a l a n c e  as d e t e r m i n e d  in A S  0 6 . 2 0 . 2 8 5 ( b ) .

- 5 - r c u n  o h r ,  ( j



1 * Sec. 13. A S  0 6 . 4 5 . 0 6 0 ( 5 ) (A) is a m e n d e d  b y  a d d i n g  a n e w  s u b p a r a g r a p h

2 to r ead:

3 (xii) the r a c e  of i n t e r e s t  m a y  n o t  e x c e e d  t h e

4 g r e a t e r  of 15 p e r c e n t  a y e a r  o r  t h e  r a t e  s p e c i f i e d  as

5 A S  4 5 . 4 5 . 0 1 0 ( b ) ;

6 ■- Sec. 14. A S  4 5 . 4 5 . 0 1 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

7 (i) N o  i n t e r e s t  m a y  be c h a r g e d  b y  e x p r e s s  a g r e e m e n t  of t h e

8 p a r t i e s  in a c o n t r a c t  o r  loan c o m m i t m e n t  w h i c h  is m o r e  t han f i v e

9 p e r c e n t a g e  p o i n t s  a b o v e  the a n n u a l  r a t e  c h a r g e d  m e m b e r  b anks f o r

10 a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  o n  th e  d a y  o n  w h i c h  t h e

11 c o n t r a c t  o r  l o a n  c o m m i t m e n t  is m a d e .  A  c o n t r a c t  or  l o a n  c o m m i t m e n t  i n

12 w h i c h  the p r i n c i p a l  a m o u n t  e x c e e d s  $ 2 5 , 0 0 0  is e x e m p t  f r o m  th e  l i m i t a -

13 t i o n  o f  thi s  s u b s e c t i o n .

14 * Sec. 15. T h e  l e g i s l a t i v e  audit d i v i s i o n  s h a l l  r e p o r t  to the Firs'

15 S e s s i o n  of the F i f t e e n t h  L e g i s l a t u r e  o n  or b e f o r e  M a r c h  15, 1987 c o n c e r n i n g

16 t h e  e f f e c t s  of t h e  a m e n d m e n t s  m a d e  in secs. 1 - 6 o f  t h i s  A c t  o n  the p e o p l e

17 o f  the s t a t e  an d  i n  p a r t i c u l a r  those p e r s o n s  s e e k i n g  o r  r e c e i v i n g  credit.

18 * Sec. 16.^  A S  0 6 . 2 0 . 2 3 0 ( b )  and (c . 45 . 0 6 0  (5 ) (.AK^ p) , and AS 45 / -

19 4 5 . 0 1 0 ( b )  a r e  r e p e a l e d .  /

20 * Sec. 17. S e c t i o n s  1 - 6  and s ecs. 15 afid 16 of t h i s  A c t  take e f f e c t

21 J u l y  1, 1983. /

22 * Sec. 18. S e c t i o n s  7 - 14 of ttaCs A c t  take  e f f e c t  J u l y  1, 1987.

C S K ?  fy. p,C ) - 6 -



K E Y  C O N S U M E R  P R O T E C T I O N  L A W S  O F  A L A S K A

1. S M A L L  L O A N U  A C T ,  T i t l e  6, B a n k s  and F i n a n c i a l  
I n s t i t u t i o n s ,  C h a p t e r  20, §§ 6 . 2 0 . 0 1 0 - 6 . 2 0 - 9 2 0 .  R e q u i r e s  
t h a t  a n y  p e r s o n  e n g a g e d  in  t h e  b u s i n e s s  o f  m a k i n g  l o a n s  o f  
m o n e y ,  c r e d i t ,  g o o d s ,  o r  t h i n g s  in a c t i o n  in t h e  a m o u n t  o f 
$ 5 , 0 0 0  o r  l e s s  m u s t  h a v e  a l i c e n s e  if he  w i s h e s  to c h a r g e
a g r e a t e r  r a t e  o f  i n t e r e s t  t h a n  o t h e r w i s e  p r o v i d e d  by  law.
T h e  A c t  p r o v i d e s  f o r  t h e  l i c e n s i n g  o f  l e n d e r s  o f  m o n e y  a n d  
s e t s  f o r t h  t h e  m a x i m u m  a m o u n t  o f  i n t e r e s t  p e r m i t t e d  o n  t h e s e  
l o a n s .

2. A L A S K A  R E T A I L  I N S T A L L M E N T  S A L E S  A C T ,  T i t l e  45,
T r a d e  a n d  C o m m e r c e ,  C h a p t e r  10, §§ 4 5 . 1 0 . 0 1 0 - 4 5 . 1 0 . 2 3 0 .  S e t s  
f o r t h  t h e  r e q u i r e m e n t s  o f  t h e  f o r m  a n d  c o n t e n t  o f  a r e t a i l  
i n s t a l l m e n t  c o n t r a c t ,  t h e  a m o u n t  o f  s e r v i c e  c h a r g e  a l l o w e d  o n  
t h e  c o n t r a c t  a n d  d e f i n e s  t h e  t e r m s  u s e d  in t h e  c o n t r a c t s  (i.e. 
c a s h  s a l e  p r i c e ,  g o o d s ,  r e t a i l  b u y e r ,  r e t a i l  i n s t a l l m e n t  c o n­
tr a c t ,  e t c . ) .  A l s o  s e t s  f o r t h  p e n a l t i e s  f o r  v i o l a t i n g  th e  
A c t .

3. T R A D E  P R A C T I C E S  ( L e g a l  R a t e  o f  I n t e r e s t ,  U s u r y ) ,
T i t l e  45, T r a d e  a n d  C o m m e r c e ,  C h a p t e r  45, §§ 4 5 . 4 5 . 0 1 0 - 4 5 . 4 5 . 0 6 0 .
S e t s  f o r t h  t h e  l e g a l  r a t e  o f  i n t e r e s t  o f  1 0 . 5 %  a y e a r  a n d  e x ­
c e p t i o n s  to  t h i s  rate, p r o h i b i t s  a h i g h e r  r a t e  o f  i n t e r e s t ,  an d  
p r o v i d e s  f o r  p e n a l t i e s  if  t h i s  A c t  is v i o l a t e d .  P r o v i d e s  f o r  
c o l l e c t i o n  o f  i n t e r e s t  in  a d v a n c e .

4. C O M P E T I T I V E  P R A C T I C E S  A N D  R E G U L A T I O N  O F  C O M P E­
T I T I O N  ( U n f a i r  T r a d e  P r a c t i c e s  a n d  C o n s u m e r  P r o t e c t i o n ) , T i t l e  
45, T r a d e  a n d  C o m m e r c e ,  C h a p t e r  50, §§ 4 5 . 5 0 . 4 7 1 - 4 5 . 5 0 . 5 6 1 .  
P r o h i b i t s  u n f a i r  m e t h o d s  o f  c o m p e t i t i o n  a n d  u n f a i r  o r  d e c e p t i v e  
a c t s  o r  p r a c t i c e s ,  p r o h i b i t s  j u n k  t e l e p h o n e  c a l l s  w i t h o u t  t h e  
p r i o r  w r i t t e n  c o n s e n t  o f  t h e  p e r s o n  c a l l e d  a n d  p r o v i d e s  p e n a l t i e s  
fo r  v i o l a t i o n  o f  t h i s  a r t i c l e .  I f  t h e  c o n t r a c t  fo r s a l e  o r  l e a s e  
o f  c o n s u m e r  g o o d s  o r  s e r v i c e s  o n  c r e d i t  b e t w e e n  a r e t a i l  s e l l e r  
a n d  r e t a i l  b u y e r  r e q u i r e s  o r  i n v o l v e s  th e  e x e c u t i o n  o f  a p r o m­
i s s o r y  n o t e  o r  i n s t r u m e n t ,  th e  n o t e  o r  i n s t r u m e n t  m u s t  h a v e  
p r i n t e d  o n  it s f a c e  t h e  w o r d s  " c o n s u m e r  p a p e r . "



F E D E R A L  L A W

1. T R U T H  I N  L E N D I N G  A C T  ( i n c l u d i n g  F a i r  C r e d i t  
B i l l i n g  A c t ) ,  15 U . S . C .  § 1 6 0 1  e t  s e q . , a n d  R e g u l a t i o n  Z,
12 C .F . R .  § 2 2 6 . 1  e t  s e q . P a r t  o f  t h e  F e d e r a l  C o n s u m e r  
C r e d i t  P r o t e c t i o n  A c t .  R e q u i r e s  e x t e n s i v e  d i s c l o s u r e  of 
c r e d i t  t e r m s  in t h e  e x t e n s i o n  o f  c o n s u m e r  c r e d i t ,  r e g u l a t e s  
c e r t a i n  c r e d i t  a d v e r t i s i n g ,  r e g u l a t e s  i s s u a n c e  o f  c r e d i t  
c a r d s  w i t h  l i m i t a t i o n  o n  t h e  c a r d h o l d e r ' s  l i a b i l i t y  for  
u n a u t h o r i z e d  use; a n d  is d e s i g n e d  to a s s i s t  c o n s u m e r s  in 
r e s o l v i n g  c r e d i t  b i l l i n g  d i s p u t e s .  R e g u l a t i o n  Z i m p l e m e n t s  
t h e  A c t  b y  s e t t i n g  f o r t h  d i s c l o s u r e  r e q u i r e m e n t s .  T h e  F a i r  
C r e d i t  B i l l i n g  A c t  s e t s  f o r t h  p r o c e d u r e s  fo r b i l l i n g  c y c l e s ,  
i m p o s i t i o n  o f  f i n a n c e  c h a r g e s ,  a n d  t he  c o r r e c t i o n  o f  b i l l i n g  
e r r o r s .

2. E Q U A L  C R E D I T  O P P O R T U N I T Y  AC T,  15 U . S . C .  § 1 6 9 1
e t  s e q . , and  R e g u l a t i o n  B, 12 C . F . R .  § 2 0 2 . 1  e t  s e q . D e­
s i g n e d  to p r e v e n t  d i s c r i m i n a t i o n  in t h e  e x t e n s i o n  o f  c r e d i t  
o n  t h e  b a s i s  o f  ra ce , r e l i g i o n ,  n a t i o n a l  o r i g i n ,  sex, m a r i t a l  
s t a t u s ,  o r  a g e ,  o r  d e r i v a t i o n  o f  i n c o m e .  S e t s  f o r t h  p e n a l t i e s  
for  v i o l a t i o n  o f  A c t .  R e g u l a t i o n  B i m p l e m e n t s  t h e  A c t  b y 
s e t t i n g  f o r t h  r u l e s  c o n c e r n i n g  a p p l i c a t i o n s  a n d  e x t e n s i o n s  o f  
c r e d i t .

3. E L E C T R O N I C  F U N D  T R A N S F E R  AC T,  15 U . S . C .  § 1 6 9 3
e t  s e q . , a n d  R e g u l a t i o n  E, 12 C . F . R .  § 2 0 5 . 1  e t  s e q . E s t a b­
l i s h e s  th e r i g h t s ,  l i a b i l i t i e s ,  a n d  r e s p o n s i b i l i t i e s  o f  p a r­
t i c i p a n t s  in e l e c t r o n i c  f u n d  t r a n s f e r  s y s t e m s .  D e s i g n e d  to 
p r o t e c t  i n d i v i d u a l  c o n s u m e r  r i g h t s .  S e t s  f o r t h  r e q u i r e m e n t s  
a n d  p r o c e d u r e s  i n  t h e  t e r m s  a n d  c o n d i t i o n s  o f  t r a n s f e r s ,  d o­
c u m e n t a t i o n  o f  t r a n s f e r s ,  a n d  p e r i o d i c  s t a t e m e n t s ,  a n d  for 
th e  r e s o l u t i o n  o f  e r r o r s .  R e g u l a t i o n  E i m p l e m e n t s  t h e  A c t .

A . F A I R  C R E D I T  R E P O R T I N G  AC T , 15 U . S . C .  § 1681. 
G o v e r n s  th e p r o c e d u r e s  t h a t  c o n s u m e r  r e p o r t i n g  a g e n c i e s  m u s t  
f o l l o w  in t h e  u s e  a n d  d i s c l o s u r e  o f  c o n s u m e r  c r e d i t  r e p o r t s .  
S e t s  f o r t h  p r o c e d u r e s  in r e s o l v i n g  d i s p u t e s  o f  the r e p o r t s .

5. F A I R  D E B T  C O L L E C T I O N  P R A C T I C E S  A C T ,  15 U .S . C .
§ 1 6 9 2  e t  s e q . D e s i g n e d  to  p r o t e c t  c o n s u m e r s  f r o m  a b u s i v e ,  
d e c e p t i v e  a n d  u n f a i r  d e b t  c o l l e c t i o n  p r a c t i c e s  b y  d e b t  c o l­
l e c t o r s .  P r o v i d e s  p r o c e d u r e s  f or  r e d r e s s i n g  c o l l e c t i o n  a b u s e s .
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6. M A G N U S O N - M O S S  W A R R A N T Y  AC T , 15 U . S . C .  § 23 0 1  
e t  s e q . S e t s  f o r t h  r u l e s  g o v e r n i n g  t h e  c o n t e n t  o f  c o n s u m e r  
p r o d u c t  w a r r a n t i e s .  D e s i g n e d  t o i m p r o v e  t h e  a d e q u a c y  o f  i n­
f o r m a t i o n  a v a i l a b l e  to  c o n s u m e r s  a n d  to p r e v e n t  d e c e p t i o n .  
D e s i g n e d  to e x p l a i n  to c o n s u m e r  in s i m p l e  l a n g u a g e  t h e  t e r m s  
a n d  c o n d i t i o n s  o f  t h e w a r r a n t y .

7. E X T O R T I O N A T E  C R E D I T  T R A N S A C T I O N S ,  18 U . S . C .
§ 891 et_ s e q . S e t s  f o r t h  p e n a l t i e s  f o r  e x t o r t i o n a t e  e x t e n­
s i o n s  o f  c r e d i t  ( e x t e n s i o n  o f  c r e d i t  w i t h  u n d e r s t a n d i n g  t h a t  
a d e l a y  in m a k i n g  r e p a y m e n t  c o u l d  r e s u l t  in  u s e  o f  v i o l e n c e  
o r  o t h e r  c r i m i n a l  m e a n s  to  c a u s e  h a r m  to the  p e r s o n ,  r e p u t a­
tion,  o r  p r o p e r t y  o f  a n y  p e r s o n ) , f i n a n c i n g  e x t o r t i o n a t e  
e x t e n s i o n s  o f  c r e d i t ,  a n d  e x t o r t i o n a t e  c o l l e c t i o n s  o f  e x t e n­
s i o n s  o f  c r e d i t .

8. F E D E R A L  T R A D E  C O M M I S I O N  T R A D E  R E G U L A T I O N S  R U L E S

(a) D o o r - T o - D o o r  S a l e s ,  16 C . F . R .  § 42 9 .1 . 
R e g u l a t e s  p r a c t i c e s  o f  d o o r - t o - d o o r  s a l e s p e r s o n s .

(b) P r e s e r v a t i o n  o f  C o n s u m e r s '  C l a i m s  a n d  
D e f e n s e s ,  16 C . F . R .  §433.1 el: s e q . P r o t e c t s  b u y e r s  in c o n s u m e r  
t r a n s a c t i o n s  a g a i n s t  a p p l i c a t i o n  o f  h o l d e r - i n - d u e - c o u r s e  rule; 
s i m i l a r  to A l a s k a  l a w  in the U n f a i r  T r a d e  P r a c t i c e s  a n d  
C o n s u m e r  P r o t e c t i o n  Act.

- 3 -



Dietrich- 
18 F.2d
Where a financing statement and its

corporation. Jietrich-PoKi " o ' 1
If n Nni'l RonL n o  f o i  _ '-'O.. v. Alaska Nal'I Bank. Alaska Nat'1 Bank. 63B F 2d 1T 7 iriT?' *• 638 F.2d 117 (9th Cir. 1981). 1981). 117 ,&u> Cir. * A

A rticle 5. D efault.
Sec. 45.09.504. S ecured  p a r ty ’s r ig h t to d ispose of collat^j-,1 ?
te r  defau lt; effect o f  d*: 'osition . cffiifev.:-r5

NOTES TO DEC IS IONS
M MrSh-r'-*

 i-wafe
■

Noncompliance with subsection (c). Ct. Op. No. 2346 (File No 447Si
1060(1931).In accord with 1st paragraph in original. 

See Hoch v. E llis, Sup. Ct. Op. No. 2346 
(File No. 4475), 627 P.2d 1060 (1981).

I f  a 6ale was deficient with respect to 
either notice or commercial reason­
ableness, then a burden is placed upon the 
secured party to rebut the presumption 
that the fair market value o f the collateral 
was at least equal to the nmount o f the 
outstanding debt. Hoch v. E llis, Sup. Ct. 
Op. No. 2346 (File No. 4475), 627 P.2d 
1060 (1981).

The burden is on the secured party to 
prove by clear and convincing evidence the 
vnlue of the collateral. Hoch v. E llis, Sup.

C h ap te r 45. T ra d e  P ra c tic e s .
Article
1. Interest (§ 45.45.010)

1060 (1931).
I f  the secured pu rly  fa ll- o rebut 

presumption that the fair market 
of the collateral was at I - bsI equal to ^
amount o f the outstanding debt, the„ '-H~ 
presumption leads to the conclusion th*i s(?. 
the entire debt is discharged. Hoch /, E1LU:
Sup. Ct. Op. No. 2346 (File No. 4476) 627 P.2d 1060 (1961). ‘

Fnctors in determ ining vnlue o f  ccj. H  
Intern). — The local economic market «t 
the time o f sale in a rccognired factor la 
determining the value of the co 1LleraLv£S''*!fcsSfcyJ 
Hoch v. E llis , Sup. C l. Op. No. 2346 (FIW 5—̂
No. 4475), G27 T .2d 1060 (19Bi).

■

.1gf3

A rticle 1. In te res t.
Section
10, Legal rate of interest \

- T ^  tSee. 45.45.010. Legal ra te  of in te rest, (a) The rate of interest in

the 12th Federal Reserve District on the duy on which the contractor v
Joan commitment is made. A contract or loan commitment in which Lho ?
principal amount exceeds $25,000 is exempt from the limitation of this 
subsection. *

g f t f e i j

■ w $ m %
SBW P *



§ .45.02.301 A l a s k a  S t a t u t e s . § 45.02.304 |

Sec. 45.02.301. G eneral obligations of parties. The obligation of 
the seller is to transfer and deliver, and that of the buyer to accept and 
pay, in accordance with the contract. (§ 2.301 ch 114 SLA 1962)

A p p lie d  in A & G C onstr. Co. v. Reid 
Bros. Lodging Co., Sup. C t.O p . No. 1244

(File Nos. 2360, 2388), 547 P .2d  1207 
(1976).

Sec. 45.02.302. U nconscionable co n trac t o r clause, (a) If the 
court as a m atter of law finds the contract or a clause of the contract 
was unconscionable at the time it was made, the court may refuse to 
enforce the contract, enforce the remainder of the contract without the 
unconscionable clause, or so limit the application of an unconscionable 
clause as to avoid an unconscionable result.

(b) If it is claimed or appears to the court that the contract or any 
clause of the contract may be unconscionable, the parties shall be given 
a reasonable opportunity to present evidence as 'to  its commercial 
setting, purpose, and effect to aid the court in making the 
determination. (§ 2.302 ch 114 SLA 1962)

A p p lie d  in M orrow v. New Moon 
Homes, S ’.ip. C t. Op. No. 1253 (F ile No. 
2206), 548 P.2d 279 (1976).

Sec. 45.02.303. A llocation o r d ivision of risks. Where AS 
45.02.101 — 45.02.725 allocate a risk or a burden as between the 
parties "unless otherwise agreed,” the agreement m ay  not only shift 
the allocation but may also divide the r s k  or burden. (§ 2.303 ch 114 
SLA 1962)

A m . J u r .  2d  re fe re n c e . ■ 
2d, Sales, §§ 248-254. .

67 Am, J u r .

Sec. 45.02.304. P rice  p ay ab le  in money, goods, rea lty , or 
o therw ise, (a) The price can be made payable in money or otherwise. 
If it is payable in whole or in part in goods, each party is a seller of the 
goods which he is to transfer.

(b) Even though all or part of the price is payable in an interest in 
realty, the transfer of the goods and the seller’s obligations with 
reference to them are subject to AS 45.02.101 — 45.02.725 but not the 
transfer of the interest in realty or the transferor’s obligations in 
connection with the transfer of the real interest. (§ 2.304 ch 114 SLA 
1962)

Am . J u r .  2d  re fe re n c e . — 67 Am. J u r . 
2d, SnlcB, i  405.
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O r i g i n a l  s p o n s o r :  S p e c i a l  C o m m i t t e e  o n  R e f e r r e d .  F i n a n c e

B a n k i n g  b y  r e q u e s t

Offered: 4/8/82

BY T H E  L A R O R  A N D
s’ T H E  S E N A T E  C O M M E R C E  C O M M I T T E E

CS FOR S E N A T E  B I L L  MO. 750 (L&C)

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A BILL

Dr a n  Act e n t i t l e d :  "An Act r e l a t i n g  to i n t e r e s t  rates; a n d  p r o v i d i n g  for

a n  e f f e c t i v e  d a t e . "

S IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A :

* S e c t i o n  1. A S  0 6 . 4 0 . 1 2 0 ( c )  is a m e n d e d  to read:

(c) T h e  s e r v i c e  c h a r g e  ma y  n o t  e x c e e d  i n t e r e s t  at a r a t e  of two 

p e r c e n t  a m o n t h  o n  t h a t  p a r t  o f  t h e  b a l a n c e  o f  p r e m i u m s  d u e  as d oe s  n o t  

e x c e e d  $ 1 0 , 0 0 0  a n d  a t  a r a t e  a g r e e d  b y  c o n t r a c t  o n  the b a l a n c e  of p r e­

miu m s  d u e  e x c e e d i n g  $10,000. A [THE N O M I N A L  A N N U A L  R A T E  O F  15 P E R C E N T  

PLUS AM A D D I T I O N A L  C H A R G E  OF $ 1 0  P E R  P R E M I U M  F I N A N C E  A G R E E M E N T  W H I C H  

N E E D  N O T  BE R E F U N D E D  U P O N  C A N C E L L A T I O N  O R  P R E P A Y M E N T .  H O W E V E R ,  ANY] 

b o r r o w e r  may p r e p a y  h i s  p r e m i u m  f i n a n c e  a g r e e m e n t  in full a t  any  time 

b e f o r e  the d u e  d a t e  of the  f i n a l  p a y m e n t  a n d  in  th a t  c v e n c  the u n e a r n e d  

s e r v i c e  c h a r g e  s h a l l  be r e f u n d e d .  T h e  a m o u n t  of an y  r e f u n d  s h a l l  be 

c a l c u l a t e d  in a c c o r d a n c e  w i t h  r e g u l a t i o n s  a d o p t e d  b y  th e  c o m m i s s i o n e r .

* Sec. 2. AS 0 9 . 5 5 . 4 4 0 ( a )  is a m e n d e d  t o  read:

(a) U p o n  t h e  f i l i n g  of t h e  d e c l a r a t i o n  of t a k i n g  a n d  the d e p o s i t  

w i t h  th e  c o u r t  of the a m o u n t  of the e s t i m a t e d  c o m p e n s a t i o n  s t a t e d  in t h e  

d e c l a r a t i o n ,  t i t l e  to th e e s t a t e  as s p e c i f i e d  in the d e c l a r a t i o n  v e s t s  

in t h e  p l a i n t i f f ,  a n d  t h a t  p r o p e r t y  is c o n d e m n e d  a n d  t a k e n  for the u s e  

of t h e  p l a i n t i f f ,  a n d  the r i g h t  to j u s t  c o m p e n s a t i o n  for i t  v ests in the 

p e r s o n s  e n t i t l e d  to it. T h e  c o m p e n s a t i o n  s h a l l  be a s c e r t a i n e d  a n d  

a w a r d e d  in the p r o c e e d i n g  a n d  e s t a b l i s h e d  b y  j u d g m e n t .  T h e  j u d g m e n t  

s h a l l  i n c l u d e  lawful i n t e r e s t  [AT T H E  R A T E  OF SIX P E R C E N T  P E R  Y EAR) o n  

the a m o u n t  f i n a l l y  a w a r d e d  w h i c h  e x c e e d s  the a m o u n t  p a i d  i n t o  c o u r t

-1- CSSB 750(L&C)
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u n d e r  the d e c l a r a t i o n  of t a ki n g .  T h e  i n t e r e s t  runs f r o m  th e  d a t a  title 

v e s t s  to t h e  d a t e  o f  p a y m e n t  of the j u d g m e n t .

* Sec. 3. A S  4 5 . 1 0 . 1 2 0 ( b )  is a m e n d e d  to read:

(b) A s e l l e r  o r  h o l d e r  o f  a r e t a i l  i n s t a l l m e n t  c o n t r a c t  m a y  charge, 

r e c e i v e  a n d  c o l l e c t  a s e r v i c e  c h a r g e  w h i c h  s h a l l  n o t  e x c e e d  t h e  follow 

i n g  r a t e s  m u l t i p l i e d  b y  th e  n u m b e r  of m o n t h s ,  i n c l u d i n g  a f r a c t i o n  o f  a 

m o n t h  in e x c e s s  of 15 d a y s  as o n e  month, e l a p s i n g  b e t w e e n  the  d a t e  of

the c o n t r a c t  a n d  t h e  d u e  dat e  of t h e  last i n s t a l l m e n t ,

(1) o n  so m u c h  of the u n p a i d  b a l a n c e  as d o e s  n o t  e x c e e d

$ 1 0 , 0 0 0 ,  J & j g  [$1,000, F I V E - S I X T H S  O F  ONE] p e r c e n t ;

(2) [IF T H E  U N P A I D  B A L A N C E  E X C E E D S  $ 1 , 0 0 0 , ]  o n  so m u c h  of the 

u n p a i d  b a l a n c e  a s  e x c e e d s  $ 1 0 , 0 0 0  a t  a r a t e  a g r e e d  b y  c o n t r a c t  [$1,000, 

T W O - T H I R D S  O F  O N E  P E R C E N T ] ;

(3) i f  the total s e r v i c e  c h a r g e  so c o m p u t e d  is l ess t h a n  $12, 

but if the d u e  d a t e  o f  the  last i n s t a l l m e n t  o f  th e  c o n t r a c t  i s  e i g h t  

m o n t h s  or l e s s  a f t e r  its e f f e c t i v e  date, $10.

* Sec. 4. A S  4 5 . 1 0 . 1 2 0 ( c )  is a m e n d e d  t o  r e a d :

(c) A s e l l e r  o r  h o l d e r  of a re t a i l c h a r g e  a g r e e m e n t ,  r e v o l v i n g  

c h a r g e  a g r e e m e n t  o r  o t h e r  r e t a i l  c h a r g e  a g r e e m e n t  m a y  char ge ,  r e c e i v e  

a n d  c o l l e c t  a s e r v i c e  c h a r g e  n o t  to e x c e e d  t h e  f o l l o w i n g  r a t e s  c o m p u t e d  

o n  the o u t s t a n d i n g  b a l a n c e s  f r o m  m o n t h  t o  m o n t h ,

(1) o n  so m u c h  of th e  o u t s t a n d i n g  b a l a n c e  as d o e s  no t  e x c e e d

iY4
$ 1 0 , 0 0 0 ,  X u * .  [$1,000, O N E  A N D  O N E - H A L F ]  p e r c e n t  p e r  m o n t h ;

(2) at a r a t e  a g r e e d  b y  c o n t r a c t  [IF T H E  O U T S T A N D I N G  B A L A N C E  

IS MORF. T H A N  $1,000, O N E - T W E L F T H  OF T H E  A N N U A L  R A T E  P E R M I T T E D  U N D E R  

A S  4 5 . 4 5 . 0 1 0 ( b )  P E R  M O N T H ]  o n  t h e  e x c e s s  o v e r  $ 1 0 , 0 0 0  [$1,000] o f  the 

o u t s t a n d i n g  b a l a n c e ;

(3) i f  th e  s e r v i c e  c h a r g e  so c o m p u t e d  is less t h a n  $1 f or  any

mo n t h ,  $1;

-2- CSSB 750(L&C)
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Proposal to deregulate interest rates draws fire

Tent Alvarez.'Anchomoo Daily Nows

Maureen Kennedy, of the Alaska Public Interest Group, testifies.

By JIM ERICKSON
Daily News business reporter

A  b i l l  th a t  w o u ld  d e r e g u la te  in ­
te r e s t  r a te s  fo r  v i r tu a l ly  a l l  fo rm s  of 
le n d in g  in A la sk a  e n c o u n te re d  s t i f f  
o p p o s i t io n  S a tu r d a y  w h e n  r e p r e s e n t ­
a t i v e s  f r o m  A l a s k a  c o n s u m e r  
g ro u p s ,  b u s in e ss  a s so c ia t io n s ,  la b o r  
u n io n s  a n d  w o m e n s ’ o rg a n iz a t io n s  
t e s t i f i e d  a g a in s t  th e  le g is la t io n  a t  a 
S e n a te  L a b o r  a n d  C o m m e rc e  C o m ­
m i t t e e  h ea r in g .

“ F r a n k l y ,  th e r e  seem s  to  be  l i t t le  
e v id e n c e  o f  need ( fo r  th e  leg is la t ion )  
on  th e  p a r t  of th e  b a n k in g  c o m m u n i ­
t y  a n d  th e  la rg e  r e t a i l e r s , "  sa id  
G a r y  J e n k i n s  o f  th e  N a t io n a l  F e d e r ­
a t i o n  of In d e p e n d e n t  B u siness .

J e n k i n s  s a id  th o s e  i n s t i t u t i o n s  
h a v e  m a n a g e d  to  p o s t  h e a l t h y  p ro f ­
i ts  fo r  th e  p a s t  s e v e ra l  y e a r s .  H e  
a lso  c i ted  a s u rv e y  o f  3.700 A la sk a  
m e m b e r  b u s ine sses  w h ic h  h e  sa id  
d e m o n s t r a te s  o v e rw h e lm in g  o p p o s i ­
t io n  to  H ouse  Bill 246, w h ic h  p assed  
th e  H o u se  las t sess ion . S m a l l  b u s i ­
n e s sm e n  fea red  t h a t  re m o v a l  of in- 
te r e s t - r a te  cei l ings  on  lo an s  less th a n  
$25,000 could  s t i f le  t h e i r  b o r ro w in g  
a b i l i t y  a n d  h en ce  b u s in e ss  e x p a n ­
sion .

T h e  le g is la t io n  a lso  ca l ls  fo r  r e ­
m o v a l  o f  in te re s t  r a te  ce i l in g s  on 
c re d i t - c a rd  t r a n a c t io n s .  c u r r e n t ly  se t  
a t  18 percen t a n n u a l ly

" I  th in k  c o n su m e rs  h a v e  enough

b u rd e n s  to  b e a r  w i th o u t  inc reas ing  
p ro f i t s  fo r  le n d e r s ,"  sa id  B en n ie  
B a rk e r ,  b u s in e ss  r e p r e s e n t i t iv e  for 
T e a m s te r s  Local 959.

S en . R ich a rd  E lia so n ,  a R e p u b l i ­
can  f ro m  S i tk a  a n d  c h a i r m a n  o f  th e  
L a b o r  a n d  C o m m e r c e  c o m m i t t e e ,  
sa id  a f t e r  th e  s t a t e w id e  te le c o n fe r ­
ence t h a t  f u r th e r  h e a r in g s  on th e  bill  
w e re  n o t  l ike ly .

“ T h e r e ’s n o t  a  g r e a t  dea l o f  s u p ­
p o r t  in th e  S e n a te  to  m ove  it o u t  of 
c o m m it te e ,”  he  sa id .

T he  b a n k in g  i n d u s t r y  b ack ed  th e  
b ill ,  a rg u in g  t h a t  t h e  cost of o b ta in ­
ing fu n d s  to  len d  h a d  r isen  m a r k e d ­
ly s ince  federa l  d e re g u la t io n ,  ye t  
those  in c reases  co u ld  not be  m ad e  u p  
b ecau se  of s t a t e  u su ry  law s. In 
a d d i t io n ,  b a n k e r s  sa id ,  re g u la t io n  
a c tu a l ly  d ec reased  th e  m o n e y  su p p ly  
to  s m a l le r  b o r ro w e r s  w h e n  in te re s t  
r a te s  a r e  h igh . In t h a t  case, he sa id , 
m o n ey  is d iv e r te d  f rom  th e  re g u la t ­
ed to  th e  d e re g u la te d  m a rk e t  — in 
A la sk a ,  loans m o re  th a n  $25,000.

Win G ru e n in g ,  p re s id e n t  o f  th e  
A la s k a  B a n k e r s  A ssoc ia t ion , said  
l a w m a k e r s  s h o u ld  no t w a i t  fo r  a 
c r is is  in th e  le n d in g  in d u s t ry  to 
m a k e  changes .

"T h is  is an  is su e  th a t  needs  to  be 
e x a m in e d  n o w ,"  h e  said..

L a r r y  S n id e r ,  p re s id e n t  o f  th e  
A la sk a  R e ta i l  A ssoc ia t ion ,  sa id  his  
o rg a n iz a t io n ,  m a d e  u p  o f  sm a ll  b u s i ­

nesses  as w e ll  as  la rg e  d e p a r tm e n t  
s to re s ,  s u p p o r te d  H B  246.

" T h e  s t a t u to r y  ce i l in g s  on r a te s  is 
a  fo rm  of  g o v e rn m e n ta l  p r ice -f ix ing , 
a  p r a c t i c e  w h i c h  r e c e n t  h i s t o r y  
sh o w s  in e v i t a b ly  lea ds  to  u n in te n d ­
ed h a r m f u l  co n se q u e n c e s ."

S n id e r  sa id  c re d i t  le n d in g  is co s t­
ly  to  s to re s ,  a n d  th a t  cost' is s p re a d  
to  a l l  co n su m e rs  in th e  fo rm  of 
h ig h e r  p r ices  w h e n  le n d e r s  c a n n o t  
a d e q u a te ly  c o v e r  c r e d i t  o p e ra t io n  
ex p en ses .

T he  p o s s ib i l i ty  t h a t  R a n ie r  Ban- 
c o rp o ra t io n  w o u ld  m o v e  c red it  op ­
e r a t io n s  f rom  S e a t t l e  to  A l a s k a  was 
ra is e d  w i th  th e  in t ro d u c t io n  in F e b ­
ru a r y  o f  S e n a te  Bill 485, w hich  
w o u ld  r a is e  th e  in te re s t  r a t e  ce i l ing  
on  b a n k -a d m in is te r e d  c re d i t  c a rd s  
f ro m  18 to  24 pe rcen t  a n n u a l ly .  T he  
b i l l ’s spo n so r ,  Sen . J o e  Jo sep h so n ,  
D -A nchorage , sa id  he  d id  n o t  neces­
s a r i ly  s u p p o r t  th e  le g is la t io n ,  but 
t h a t  h e  h a d  been  to ld  b y  R a n ie r  
r e p re s e n ta t iv e s  th a t  as m a n y  as  1,- 
400 jo b s  w o u ld  be c re a te d  if th e  bill  
passed .

N ancy  G ro szek , t e s t i fy in g  a t the  
h e a r in g  fo r  the  A la s k a  W om en 's  
L obby , s a id  it w o u ld  be  " a b s u r d  to 
ju s t i f y  p a s sa g e  o f  th is  leg is la t io n  on 
th e  b as is  of a c re d i t -c a rd  c o m p a n y  
m o v in g  i ts  se rv ices  to A l a s k a . "  G r o ­
szek  m a in ta in e d  t h a t  th e  h igh  cost of 
do ing  b u s in e ss  in A la sk a  w o u ld  m i t ­
ig a te  a g a in s t  such  act ion .



Credit system based on points
By MARY H.J. FARRELL

A new cedit-rating system 
is being adopted by more and 
more banks and large stores 
around the country. While the 
system has many pluses, it 
sometimes produces surpris­
ing ratings.

For example, two 46-year- 
old men, one a doctor, the 
other a mailman, applied for 
a loan from a major bank. 
Although the doctor had a 
higher income and the same 
ratio of debt to income, his 
loan application was rejected 
while the mailman’s was ac­
cepted. The bank said the 
doctor was a poor credit risk 
because he had lived at his 
present address for only 2Vi 
years. The mailman had lived 
at his current address for lf> 
years.

Stability (length of time at 
a job or address) is one char­
acteristic considered by large 
creditors in a new credit-rat­
ing method called "cred it 
scoring." The major bank re* 
quired its applicants to score 
at least 11)5 points to qualify 
for a loan. The mailman 
scored 107; the doctor 88.

Occupation, income, finan­
cial history, and age are other 
factors considered in credit 
scoring. Each characteristic is 
assigned a numerical value, 
then all are totaled according 
to a formula used by the 
creditor.

The scoring system differs 
with each creditor because 
each bases its decisions on its 
own lending experience. A 
large department store may 
place more importance on in­
come, while a bank may feel 
stability is more significant.

One major difference be­
tween the new credit-scoring 
system and the widely used 
credit-rating bureau' is that it 
considers other factors be­
sides an applicant's credit his­
tory. Credit-rating bureaus of­
ten automatically disqualify 
applicants who have failed to

consumer
pay back loans; creditors who 
use the* scoring system may or 
may not.

Other benefits to the con­
sumer: Tne applicant is less 
likely to lie discrim inated 
against on the basis of race 
and, if turned down for cred­
it, is entitled to know the 
reasons why.

"If a credit applicant is 
refused credit by a scoring 
system, the lender must noti­
fy the applicant in writing," 
said Bruce Hall, a consumer 
economitt for Cornell Univer­
sity's extension service.

The Federal Equal Credit 
Opportunity Act gives reject­
ed applicants the right to 
object to the creditor's deci­
sion within CO days and to 
ask on what grounds the re­
jection was based. Although 
creditors rarely reverse a de­
cision based on the scoring

system, an applicant may be 
able to point out a mistake or 
j. rovide new, favorable infor­
mation by discussing the ap­
plication with the creditor.

One major credit-card is­
suer actually adds points to 
the score of an applicant who 
complains about being turned 
down.

I 1 From King Featuros Syndicnto



Expert foresees rising interest 
rates that could slow recovery

The Associated Press 
A prominent Wall Street economist says in­

terest rates are headed upward, but he discoun­
ted the possibility of a major increase that 
would stall the economic recovery.

Henry Kaufman, whose forecasts are widely 
watched in the financial community, said Thurs­
day that he saw little chance of avoiding an up­
ward trend in rates.

Kaufman, chief economist at Salomon 
Brothers Inc., repeated earlier predictions that 
interest rates would rise between 1 and 1W per­
centage points in 1984, He added that he expec­
ted interest rates to keep rising in 1985, but in­
dicated the increases would not be enough to 
halt the economy's growth in 1984.

Asked by reporters what would change the 
outlook for interest rates, he said:

"One, a basic reversal of economic activity 
from expansion to topping out and economic 
decline. Two, a massive change in fiscal policy, 
from one of substantial expansion to clear- cut 
indication that the budget deficit is going down 
very sharply over the next year or two. I believe 
neither of those tsvo events are about to 
materialize."

However, a more optimistic outlook was of­
fered Thursday by Treasury Secretary Donald 
Regan

While indicating he was concerned about a 
too-rapid expansion of the nation's money sup­
ply, Regan told the Joint Economic Committee 
that the economy "is poised for a long period of 
expansion without a return to high and rising 
rates of inflation."

Regan reiterated the administration's forecast 
that the expansion would remain solid this year, 
with the economy growing at a rate of 4.5 per­
cent after adjustment for inflation. It expanded 
at a rate of 6.1 percent in 1983, when measured 
by the gross national product between the 
fourth quarters of 1982 and 1983.

Regan also predicted that the unemployment 
rate, which stood at 8.2 percent of the civilian 
labor force in December, would drop to 7.7 per­
cent by the end of 1984.

In other economic developments Thursday:
—The National Association of Realtors said 

sales of single- family homes jumped 8,5 percent 
in December because of slightly lower prices 
and buyers' greater willingness to accept 
adjustable-rate mortgages.

—The Investment Company Institute said 
assets of money market mutual funds rose $603 
million in the week ended Wednesday to $105.42 
billion. The seven-day average yield on the 
money funds fell to 8.75 percent from 8.78 per- 

. cent the previous week._ _  cent the previous week. / /
J  u n zcu EnpUc. /1^-7J H
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Bills propose raising interest limits
By JIM ERICKSON
Daily News business reporter

T h e  m o n th ly  b i l l s  A l a s k a n s  p a y  
fo r  a v a r i e t y  o f  lo a n s  a n d  c re d i t ,  
i n c l u d i n g  r e v o l v i n g  c h a r g e  a c ­
coun ts ,  co u ld  in c re a se  if  p ro p o s a ls  
b e fo re  th e  A l a s k a  L e g is la tu re  to  
d e re g u la te  in t e r e s t  r a te s  becom e 
law .

F o u r  b i l l s  a w a i t i n g  a c t io n  in 
th e  S e n a te  L a b o r  a n d  C o m m e rc e  
c o m m it te e  w o u ld  e i t h e r  in c re a se  
o r  e l im in a te  in t e r e s t  r a t e  ce i l ings  
now  re g u la te d  b y  a  c o m p le x  se t  of 
A la s k a 's  so-ca l led  " u s u r y "  law s.

C h a rg e  c a rd  h o ld e r s  b y  law  
ca n n o t  b e  a sse sse d  m o re  t h a n  111 
p e rc e n t  in t e r e s t  a n n u a l ly  on  c red i t  
b a lances  o f  less  th a n  $1,000.

F o r  a c c o u n ts  w i th  b a la n c e s  e x ­
ceed ing  $1,000, th e  in te re s t  r a te

" f l o a t s "  f iv e  p e r c e n t a g e  p o i n t s  
a b o v e  th e  d is c o u n t  r a t e  se t  b y  th e  
F e d e ra l  R ese rv e  B a n k ,  c u r r e n t l y  
8.5 p e rc e n t  a n n u a l ly .

U n d e r  S e n a te  B ill  485, i n t r o ­
duced  F eb . 13 by  Sen . J o e  J o s e p h ­
son, D -A nchorage , b a n k s  a n d  o t h ­
e r  f in a n c ia l  in s t i t u t io n s  w o u ld  be  
a l lo w e d  to  c h a rg e  c r e d i t  c a rd  u se rs  
up  to  24 p e rcen t  a n n u a l ly .

J o se p h so n  sa id  t h a t  h e  h a d  i n ­
t ro d u c e d  h is  b i l l  a t  th e  re q u e s t  o f  
R a n ie r  B a n c o rp o ra t io n ,  a n d  t h a t  
he  d id  no t n e c e s sa r i ly  a d v o c a te  
p a s sa g e  a t  th is  t im e .

" B u t  I t h in k  it m e r i t s  c o n s id e r ­
a t i o n , "  he  sa id ,  b e c a u se  a n  in ­
c rease  in  r a te s  co u ld  a l lo w  h ig h e r-  
r isk  b o r ro w e r s  access  to  c re d i t .

H o u se  B ill  240, s p o n s o re d  by  
Bob B e t t i s w o r th ,  R-College, w o u ld

d e re g u la te  v i r tu a l ly  a l l  fo rm s  of 
le n d in g  a n d  c re d i t  in th e  s ta te .

I n te r e s t  r a t e  c e i l in g s  o n  b a n k -  
a d m in is te r e d  c re d i t  p l a n s  (such as 
V isa  o r  M a s te rC a rd ) ,  d e p a r t m e n t  
s to re  c h a rg e  acco u n ts ,  r e ta i l  in ­
s ta l lm e n t  c o n t ra c ts  a n d  lo an s  of 
less t h a n  $25,000 w o u l d  b e  re ­
p e a le d  u n d e r  H B  246, w h i c h  p a s s ­
ed th e  h o u se  in 1983. It is n o w  
b e fo re  th e  S e n a te .

T h e  bil l  h a s  been  e a r  m a rk e d  as 
th e  v eh ic le  fo r  p o ss ib le  c h an g es  in 
s t a t e  le n d in g  a n d  c r e d i t  la w s  th is  
sess ion . A p u b l ic  h e a r i n g  on th e  
le g i s la t io n  is s c h e d u le d  fo r  M arch  
3 a t  th e  A n c h o ra g e  L e g is la t iv e  
I n f o r m a t io n  Office.

A la s k a  r e ta i l e r s  a n d  b a n k e r s  
h a v e  been  lo b b y in g  fo r  so m e  fo rm  
of  d e re g u la t io n  s in ce  1980, d u r in g

a p e r io d  w h e n  th e  fe d e ra l  p r im e  
r a t e  w e n t  th ro u g h  th e  roof  and  
le n d e rs  w e re  h a r d  p re sse d  to  fi­
n an ce  c re d i t  p r o  , r a m s .

M ore th a n  40 s ta te s  h a v e  in  th e  
p a s t  f o u r  y e a r s  p a s se d  le g is la t io n  
ra is in g  u s u r y  ce i l ings.  O f th o se  
s ta te s ,  18 h a v e  d one  a w a y  w i th  
c a p s  e n t i r e l y  t h r o u g h  v a r y i n g  
fo rm s  o f  d e re g u la t io n .

" F r o m  th e  r e t a i l e r ’s  s ta n d p o i n t ,  
b a s ic a l ly  w h a t  w e re  t r y in g  to  do is 
ju s t  com e c lo se r  to  c o v e r in g  th e  
cost o f  e x te n d in g  c r e d i t , "  s a id  Don 
M agnusson , e x e c u t iv e  d i r e c to r  of 
th e  A la s k a  R e ta i l  A ssoc ia t ion ,  a 
s t a t e  t r a d e  o r g a n i z a t i o n  w h o s e  
m e m b e r s h ip  in c lud es  m a jo r  d e ­
p a r tm e n t  s to re s .

See PaqeD-3, INTEREST
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Bank failures could increase 
as federal regulations eased

By ROBERTFURLOW 
Associated Press Writer

WASHINGTON -  Bank failures, already at 
the highest rate in four decades, could increase 
as the government further eases rules on what 
banks can or can't do, says the head of the 
federal agency that insures deposits.

"You give people more leeway to go out and 
do new and different things, and It stands to 
reason they won't all do them >vell," said 
William Isaac, chairman of the Federal Deposit 
Insurance Corp.

Hut while the failure total may r.we, he said, 
"1 don't expect It to be unreasonably. igh."

Isaac made his comments to repn:‘.ciB Wed­
nesday at u bank-deregulntlon conference spon­
sored by the Washington Journalism Center.

Speaking at the same conference, Federal 
Reserve Governor Charles Partee seemed a bit 
more concerned about bank failures, suggesting

a parallel between the current deregulating of 
banking activities and the hard times that have 
followed deregulation of airlines.

"We can't stand many large bankruptcies" in 
banking, he said. Nor could the nation easily 
stand to see banks concentrate their serglces 
only in large cities or the most profitable areas, 
he said, again using the example of airlines that 
cut back service to many small cities after 
routes were partly deregulated.

By all accounts, traditional barriers 'hat once 
separated banks, savings and loans, inu'rance 
companies and securities dealers are collapsing, 
with many of them taking on or hoping to take 
on at least some activities of the others. Govern­
ment regulatory agencies, including Isaac's and 
Partee's, have helped or tried to slow them to 
varying degrees, but there Ls wide agreement 
that broad deregulation is only a matter of t me.
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Interest
Continued from Page D 1

C u r re n t  in te re s t  lev e l  ceil 
ings  w e re  e s ta b l i s h e d  a t  i 
t im e  th e  p r im e  ra te  w a s  less 
th a n  5 p e rc e n t ,  M agn u sso n  
sa id .  B u t  in  recen t y e a r s  the 
p r im e  ra te  h a s  e x c e e d e d  20 
p e rc e n t  — a b o v e  th e  in te re s t  
r a t e  r e ta i le r s  ca n  c h a rg e  for 
c r e d i t  p u rch a ses .

A l t h o u g h  t h e  p r i m e  h a s  
d ro p p e d  to  11 p e rc e n t ,  r e t a i l ­
e r s  o f te n  c a n n o t  reco u p  th e  
cos ts  o f  e x te n d in g  c r e d i t  ev en  
b y  c h a rg in g  th e  m a x im u m ,  he 
sa id .

" I n  effect,  w h a t  y o u  h a v e  
is th e  c r e d i t  c u s to m e r ,  u s u a l ly  
th e  m id d le  c lass , b e in g  s u b s i ­
d ized  b y  th o se  w h o  m u s t  p a y  
c a s h ,"  h e  sa id .

M a gn u sso n  s a id  it w o u ld  b e  
d i f f ic u l t  to  p re d ic t  h o w  m uch  
r a te s  w o u ld  r ise  if d e r e g u la ­
t io n  w e re  in s t i t u t e d ,  b u t  n a ­
t io n a l ly  th e  level a p p e a r s  to  
b e  a b o u t  21 p ercen t .

" T h a t ' s  p ro v e n  to  be  th e  
p ra c t ic a l  cap , ev en  in  th o se  
s ta te s  t h a t  a l lo w  m o re  th a n  21 
p e rc e n t . "  h e  sa id .

H B  246 w o u ld  a lso  re m o v e  
th e  in te re s t  ce i l ing  on  co n ­
s u m e r  a n d  b u s in e ss  lo an s  of 
less tn a n  $25,000.

C u r r e n t l y ,  b a n k s  c a n n o t  
ch a rg e  m o re  th a n  13.5 p e rc e n t  
for loans  of less t h a n  t h a t  
am o u n t .

Win G ru e n in g ,  p r e s id e n t  of 
th e  A la sk a  B a n k e r s  A sso c ia ­
t ion ,  sa id  fed e ra l  d e re g u la t io n  
h as  in c re a se d  th e  cost o f  o b ­
ta in in g  fu n d s  to  lend  by  a l ­
low ing  h ig h e r  r a te s  o f  i n t e r ­
est to  be p a id  to  d e p o s i to rs .

Y et a t  th e  s a m e  t im e ,  b a n k ­
ers  h a v e  b een  u n a b le  to  c o u n ­
te ra c t  th e  in c re a se  by  r a i s in g  
i n t e r e s t  r a t e s  on  c o n s u m e r  
and  sm a l l  b u s in e ss  loans  b e ­
cause  c f  in te re s t  r a t e  caps .

T h e  m o s t  l i k e l y  r e s u l t ,  
G ru e n in g  a n d  o th e r s  say ,  is 
th a t  d u r in g  p e r io d s  o f  h igh  
in te re s t  r a te s  b a n k e r s  w ill  be  
less inc l ined  to  lend  m o n e y  in 
a m o u n ts  o f  less t h a n  $25,000, 
p r e fe r r in g  to  lend  o n ly  to  
those  w ho  need  f in a n c in g  in 
a m o u n ts  a b o v e  th e  ceiling.



a u re e n  K e n n ed y ,  d i r e c to r  
o f  t h e  A l a s k a  P u b l ic  In te r e s t  
R esearch  G ro u p ,  sa id  d e re g u ­
la t io n  w o u ld  fuel in f la t io n ,  
a n d  a d v e r s e l y  a f f e c t  t h e  
s t a t e ' s  eco n o m y  as  c o n su m e rs  
p u t  o ff  m a jo r  p u rc h a se s  in  th e  
face o f  h ig h e r  in te re s t  ra te s .  
L o w -incom e b o r ro w e r s  w o u ld  
be  h a rd e s t  h i t  b y  th e  increase ,  
she  sa id .

C o m p e t i t io n  a lo n e  w o u ld  
n o t  p ro v id e  a su f f ic ien t  b r a k e  
to  r i s in g  in te re s t  r a te s ,  she  
sa id ,  becau se  th e  c re d i t  and  
len d in g  in d u s t r ie s  a re  n o t  t r u ­
ly c o m p e t i t iv e ,

" I f  y o u  lo o k  a t  s t a t e s  
w h e re  th e  lid  h a s  been  ta k e n  
off, th e  b a n k s  a u to m a t ic a l ly  
r a i s e  t h e  r a t e s , "  K e n n e d y  
sa id .  " T h e  th e o re t ic a l  a r g u ­
m e n t  is on  th e  b a n k e r s '  side, 
b u t  t h a t ' s  n o t  w h a t  h a p p e n s  
in a c tu a l  p rac t ic e .  In o r d e r  for  
th a t  logic to  c a r ry ,  you  h a v e  
to  a s su m e  b a n k in g  is a  c o m ­
p e t i t iv e  in d u s t r y ,  a n d  th a t  
p eo p le  w i l l  shop  for c r e d i t . "

K e n n e d y  sa id  a 1977 s tu d y  
b y  th e  F e d e ra l  R eserve  B oard  
s h o w ed  o n ly  30 p e rcen t  of 
p o te n t ia l  b o r ro w e rs  sh o p  for 
loans ,  a n d  th a t  f ig u re  w o u ld  
be m uch  lo w e r  lo r  low -incom e 
b o r ro w e rs .

D e r e g u l a t i o n  c o u ld  a l s o  
h a v e  a  s e v e re  im p ac t  on ru ra l  
A la sk a n s  l iv in g  in c o m m u n i ­
t ies  w h e re  th e re  is on ly  one 
s to re , she  m a in ta in e d .

C red it  in  B ush  a r e a s  is 
e s sen t ia l  becau se  of th e  s e a ­
so n a l  n a tu r e  o f  local eco n o ­
m ies , she  sa id .  B ut w i th o u t  
ie g u la to ry  o r  c o m p e t i t iv e  c o n ­
tro l ,  r e ta i le r s  could  c h a rg e  
in te re s t  r a te s  f a r  a b o v e  w h a t  
m ip ‘ t be c o n s id e re d  f a i r  m a r ­
k e t  ra tes .
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T h e r e ’s a lo t  o f  ta lk  t o d a y  a b o u t  th e  f in a n c e  
c h a rg e s  d e p a r t m e n t  s t o r e  c u s to m e r s  a re  
a s k e d  to  pay  o n  th e i r  R e v o lv in g  C h a r g e  
A c c o u n t s .

M o s t  p e o p le  a g r e e  t h a t  r e v o lv in g  c h a rg e  
c re d i t  is a g o o d  th in g  fo r  p e o p le  b u t  th e y  
th in k  it c o s ts  to o  m u c h .  T h e y  th in k  th e  
s to r e s  a r e  m a k i n g  h u g e  p ro f i t s  o n  c red it .

W ell ,  it ju s t  is n ’t so .

For  m a n y  y e a r s  n o w , retail s to re s  have 
ch a rg ed  an 1 S' r annua l p e rc e n ta g e  ra te  on 
R evolv ing  C h a rg e  A c c o u n ts .  A nd  we d o n ’t 
get r ich  on  it— all o f  the  f inance  charge  
re v e n u e  at IS' , and  then  som e goes  to pay 
for th e  eos t  o f  p rov id ing  the  serv ice .

Hut to  th e  c u s to m e r ,  IN'* s o u n d s  like  a g re a t  
d e a l  o f  m o n e y .  I his is b e c a u s e  ve ry  few 
p e o p le  rea l ly  u n d e r s t a n d  it c o r re c t ly :  it isn’t 
w h a t  it a p p e a r s  to  be a t  all.



T hen  where  docs the 18% figure come from? 
T h a t ’s easy. If  you pay 1 V2% each m o n th  for 
twelve months ,  twelve onc-and-a -hal f  per  
cents add up to 18%. The  Federa l Tru th- in -  
Lend ing  Law requires that  we s tate the full 
annual  rate clearly, to  every credit customer .

But  an 18% annua l  rate does not  mean the 
cu s tomer  is paying SI8 a year for every SI 00- 
wor th  o f  merchandise lie buys!

Actual ly,  the cus tomer  pays far less, since he 
pays  only 1 Vi% a m on th  on his monthly  
balance.

Retailers use many methods  to comput e  the 
f inance charge.  Herd’s one popula r  method ,  
an d a char t  which ,ws you what  would 
ha p p en  with a cus tomer  who m a d e  a 5100 
pu .cnasc  and paid for it in monthly  
paym en ts  of  510.00 each.

Initial
Purchase

Monthly
Payment

!!4%
Finance 

Charge on 
Average Daily 

Balance •

Customer's
Balance

after
Payment

1. $100.00 $00.00 $0.00 $100.00
2. 10.00 1.43 91.43
3. 10.00 1.28 82.71
4. 10.00 1.16 73.87
5. 10.00 1.02 64.89
6. 10.00 .89 55.78
7. 10.00 .75 46.53
8. 10.00 .62 37.15
9. 10.00 .50 27.65

10. 10.00 .50 ISIS
II. 10.00 .50 8.65
12. 8.6$ .00 .00

Total Finance Charge S8.65

‘Assumes payment received on the 15th day of the 
month.

As you can sec, the account  would  be cleared 
within a year,  a n d  the cu s tomer  would  have 
paid a  total  ac tual  finance charge  of  
onlyS8.65! O the r  methods  could p ro d u c e a n  
even lower f inance charge!

But  even SS.65 is a long way f rom the $18 
most  people natura lly think o f  when you tell 
them they are paying at the rale o f  18% a 
year! But the Federal  Truth- in-1.ending Law 
requi tes  us to make this disclosure clear to 
every customer .  It’s safe to assume that few, 
if any of them,  realize the modest  am o u n t  of 
money actual ly involved: 18% jus t  sounds  
like a great  deal more.



Once an account  is open,  there are opera ting 
costs.

Each t ime a cus tomer  makes a new 
purchase ,  new records have to be made. An 
accura te  running account  of  the t ransactions 
must  be kept.  If the account stays active 
t h ro ughou t  the year,  there arc twelve bills to 
be prepared and mailed. In addi tion to the 
work ,  tha t  co m es  to S 2 . 16 in postage 
alone.
In response to the bills, the cus tomer  makes 
payments  — all of  which must  be processed 
quickly and accurate ly  to be sure the 
account  is credited for them.

All o f  this complex effort,  which goes on 
cont inuously,  takes t ime and money.  A 
substant ial  cost to  stores providing credit is 
incurred in just  the  day-to-day opera t ion of  
millions of  active accounts  an d literally 
billions of  senarutc  t ransactions.

W hy  does credit cost as much as it does?

Even though revolving credit doe sn’t cost as 
m uch  as most  people think,  it’s still fair to 
ask why it costs as much as it does.

T he  answer  is that running a credit 
ope ra t ion  is an  ext remely involved, complex 
under taking.  It requires a great many 
special ly-t rained people, a good deal  of 
special equ ipm ent ,  an d a great  deal  of 
expensive  time.

It is im por t an t  to remember  that  a credit 
ope ra t ion  is financed in large part  by 
bo rrowed funds,  which the creditor  obta ins  
in the marketplace  at a cost close to the 
prevai ling prime rate charged by major  
banks.

First »f all, there are s ta r t -up costs of 
(i|K'ning a new account.

It takes t ime and money to interview a new 
credit  appl icant  and take  do wn  all the 
necessary informat ion the cu s to mer  gives us.

T h e r e ’s the  cost  of  ve r i fy ing credit  
informat ion,  to he sure the cus tomer  really 
can pay for the things the cus tomer  wiil buy 
wi thout gett ing in too deep.  (That  w ou ld n’t 
be good for ei ther of  us.)

And when you consider that hu ndreds  of 
tho usan ds  of  new revolving charge accounts  
arc opened  at stores each year,  you can sec 
that  jus t  the  s t ar t -up costs co me to a 
considerable  am o u n t  o f  money.



H e re ’s one  cost tha t  really hur ts  everyone.

Unfor tunate ly ,  not  every cus tomer  pays on 
time, and we have to do  some collection 
fol low-up.

M ay be  the cus to mer  jus t  forgot.  O r  maybe 
there’s been an accident  or  illness an d 
paym en t  ca nnot  be m ade  right now.

Whatever  the  reason,  if a credit cu s to mer  
star ts  falling behind in payments ,  we have to  
find out  why.

In a few cas t s  - -  for tunately,  very few —  we 
find som e accounts  are  simply uncollectible.

Unfor tuna te ly ,  110  merchant  has ever found 
a way to avoid so m e  account  collection 
costs,  an d  they have tu  be shared by 
everyone w ho  uses the credit services. 
Because of  the  efficiency with which ou r  
credit  professionals handle  new account  
interviews, an d the skill wi th which those 
first credit checks  arc made,  we have been 
able to hold collection costs to the lowest 
possible min imum.

Mere’s anothe r  cost o f  providing credit  that  
few o f  o u r  cus tomers  have ever thought  
about .

Although we t rust  o u r  cus tomer  and are 
willing to wait for  his payments ,  our  
suppliers can’t wait,  t hey have to be paid 
right away.

And because most  stores mainta in  a good 
record of p ro m p t  payment  to suppl iers,  we 
are able to buy advantageously,  an d  keep 
ou r  prices do wn  wnerc  cus tomers  like to see 
them.

But how can we pay our  suppliers promp t ly  
if the cus tomer  himself isn’t going to  pay us 
back until  later — sometimes  mon ths  later?

T he  merchant  docs  the  only thing he can do 
— borrows from the banks.  And banks ,  as 
you know, charge  interest on loans.

So the cost of  bo r rowing  money to  p;.y ou r  
suppliers adds  significantly to the cost of 
providing credit  to o u r  customers.

As everyone knows,  the cost of  borrowed 
funds has risen steadily in recent years.  In 
I960, for example,  the cost to retailers of 
b )i rowing money was at a cost  close to the 
4 /ir/c prime rate charged by major banks.
At the end of 1980, the prime rate was at 
2 \ W X > .



There are o the r  costs,  t oo .

Cost for space and equipment and for the 
facilities required by a complex business 
operation.

More  and more ,  the high speed techniques 
o f  data process ing are used as  an aid in 
handling t ransactions.  But  even though  the 
speed of  advanced 1 :chnolog> has  enabled 
more  cus tomers  to bo serviced, the high cost 
of encigy has m ade  costs sky iockct .

Ar.d since it takes  a salesperson; longer  to 
complete a credit sale than  it d 'cs a cash 
sale, the ext ra  sales t ime has to bo figured in.

And,  there are  m an a ge m e n t  costs,  to keep 
the whole complex  ope ra t ion  flowing 
smoothly.

As an  example,  look a t  the  fol lowing chart .  
In 1967, the C o n s u m e r  Price Index was 
established.  The base year of  1967 was given 
a value of  100. With this as  a reference point  
let’s see how prices an d  expenses have 
increased.

C O M P A R I S O N  O F  
S E L E C T E D  F A C T O R S  A F F E C T IN G  

T H E  C O S T  O F  C R E D I T 1

1967 1960 Increase

Consumer Price 
Index 1007c 234% 134%

Average Prime 
Rate1 67 c 21.5% 258%

Postage1 S .05 $ .15 200%

Minimum Wage J 1.25 $ 3.10 148%

Social Security 
Tax4 4.407 c 6.13% 39%

Wages Subject to 
Social Security 
Tax1 56,600.00 525,900.00 292%

Energy Cost Index 100% 162% 62%

Prevailing 
Finance Charge 
Rate 18% 18% None

'Source: Consumer Price Index, U.S. Deportment o f 
Labor

1Source: Federal Reserve System 
'1981— .18. 2607c Increase '

*1981— 6.68% , 517c Increase 

51981— 29.500, Increase



All of  these things cost money ,  an d  all of  
t h em  have to be paid  for  by someone.  
Should  the retailer pay?

The  only  way we could  do  it would  be to  
raise prices on everything,  to get en ough  
m on ey  to  pay for  the  cost  of  ope ra t ing 
credit .

But  tha t  way, cash cus tomers ,  too ,  would  be 
paying  for  par t  of  the  cost  o f  credit ,  whe the r  
they wanted to buy on credi t  or  not .  And  
m ost  retailers th ink t h a t ’s a  bad  idea.

Does  the 18% an nua l  rate produce  enough 
to  cover these costs?

'Tie answer  in mos t  cases is no.  It usually 
takes all of  the  f inance charge revenue at 
18% and then some to cover  the cost  of  the 
service itself. In fact, in one  s tudy the  cost  of  
providing revolving credit  was found to be 
SI.29 for every dol la r  of finance charge  
revenue paid in by the  customers  and the 
s tudy was done  in 1969!*

We believe that  the  cus tomer  w ho  chooses  t o  
buy on credit — an d only  those  cus tom ers  
w ho  choose  it — should  pay for  the  cost  o f  
credit .

*5OURCE: Robert tV Johnson and Touche, Ross, Dailey 
and Sntar,, ECONOMIC CHARACTERISTICS OF 
DEPARTMENT STORE CREDIT, (New York: National 
Retail Merchants Association, 1969) p. 53.



As a result, d ep a r tm en t  stores are losing 
money on credit opera t ions  at an  18% 
annua l  percentage rate. Let ’s see why. We 
have looked at a S100 purchase  an d  have 
seen that  it yields SS.65 in f inance charges if 
the purchase  is paid off  at SI 0.00 per month .  
W ha t  this really means  is tha t  the gross 
f inance charge  yield when viewed as a 
percentage is 16%. A s tudy of  one  national  
retailer’s 1979 opera t ing costs6 showed that  
the opera t ing expenses for the  process ing of 
a SI00 credit purchase  was S6.79. The study 
also showed that  when the cost to the retailer 
o f  borrowed funds is 14%, the  annua l  cost to 
the retailer to finance this $100 credit  
purchase  is $7.55. S o  we sec that  the total  
expenses to the retailer arc:

$7.55 
$6.79 

S 14.34

Cost o f  bor rowed  funds 
Expenses

and the income is only $8.65. This is a loss of  
$5.69. T o  break even on the $100 credit  
purchase,  the creditor  would  need to be able 
to charge  an an nua l  percentage  late o f  at 
least 30%.('

We're sure you w on de r  what  the pr im e rate 
would have to  be for the cred i tor  to break 
even with an income of  $8.65. Well,  the 
pr ime rate would have to be at 3'/j%! that  
rate last occurred in li>55P



Other  states have begun to recognize that  
unless laws arc changed to  allow retailers to 
increase finance charge rates to pay for the 
cost of credit,  d isas trous  things can happen,  
both  to the stoics an d to the customers .

The states o f  Arizona,  Delaware ,  K e n ­
tucky, Montana,  Nevada,  New Hampshire,  
New Jersey,  New Mexico,  N ew  York,  
Oregon and Utah,  have deregulated credit 
by removing all legal limits upon maximum 
finance charge rates. Eight of these states 
have deregulated credit since 1980. Rate 
deregulation allows marketplace competi­
tion to determine f inance charge rates.  
S imply,  credi t  deregu la t ion  subst i tu tes  
proven free market economic principles for 
arbitrary competitive restraints.

As of July 1981, other  states with laws that 
permit retail merchants  to charge more 
than 18% nominal annual percentage rate 
inc lude A labam a ,  Cal i fornia ,  Il linois,  
Kansas, Michigan, Mississippi, Nebraska,  
O k la hom a ,  C o lo ra d o ,  Georgia ,  Idaho ,  
South Carolina, Texas,  and Wyoming.

F or  these reasons,  we badly need laws which 
permit us to  come somewhere  close to 
covering our  costs of offering revolving 
credit service.

And not only the  stores need 
consumer  needs it, too.

it — the



Research shows th a t  cash prices for 
merchandise  an d services in states wi th low 
rates are higher t h an  cash prices of  the  same 
i tems in neighbor ing states.

Cash  prices of  • ppl ianccs in A rkansa s  are 
f rom  three to seven percent higher than cash 
prices of  the same i tems in neighboring 
states.8 In Wash ing ton ,  m an y  prices ju m p ed  
immediate ly  af ter  rates were reduced.9

This is because the cost  o f  providing credit  is 
still there,  t hough  the  a m o u n t  of  money 
genera ted  to pay for  it is restricted by law. 
T he  retailer has little recourse  but  to cover  
this deficit by increas ing prices.

A n d  when prices have to be increased to  pay 
for the  cost  of  credit,  the cash cus tomer  
au tomat ica l ly  has to pay more ,  whe ther  he 
wants  to or  not .

Unless he decides to buy in a neighboring 
state where  prices are not  affected.

It’s happen ing  in Arkansas  right now.10 
People are  ac tual ly going out  of  their way to 
do  their shopp in g  out  of  state at  the borders.  
S tores  in Arkan sa s  bor de r  towns are 
suffering — an d  merchants  across the 
borders ,  where prices arc  l o w e r , are  
gett ing ex t ra  business.

^SOURCE: Roland Stuck i, UTA II CONSUMER CREDIT 
RETORT Supplement to the Report by r Utah State 
Commissioner o f Einancial Institutions to the Governor anti 
Legislature of the State o f Utah on the Use of Consumer 
Credit in Utah. (Salt lake City: State of Utah Department of 

Eint.ncial Institutions, 1970).

'SOURCE: Gene C. Lynch, "Consumer Cm/it at Ten Ter 
Cent Simple: Vie Arkansas Case," University of Illinois 
IA  It' FORUM, Tax Fraud I',>1. 1968. Winter Number, pp. 
592-620.
'SOURCE: Guy G. Gordon, ami others, THE IMTA CT OF 

A CONSUMER C R E D IT  L IM IT A T IO N  LAW . 
WASHINGTON STATE; IN IT IAT IVE 745. (Seattle: 
Graduate School o f liusiness Administration, University of 
WashiriKlon. 1970).



And  if a merchant  finds himself in a money-  
losing si tua tion over which he has no 
control ,  it i sn’t good for anyone.  New 
developers  arc  re luctant  to come into such 
an area ,  v h i l e  others  flock to  the o ther  side 
o f  the s ta:e line. In Arkansas ,  for  example,  
s tudies show  that  outlets o f  national  firms 
have no t  ex panded  at the same ra te as 
out lets in o the r  states which do  no t  have 
restrictive, legislat ion.11

Also,  at lower rates,  deserving, responsible 
cus tomers  will be denied credit.

Because if the retailer can only recover part  
o f  his cost o f  providing credit,  he has to limit 
the nu m b e r  o f  new credit cus tomers  he can 
accept.  M a n y  others  who  want  it, and who 
would  normal ly  qualify for  credit,  just  can’t 
get it when the  rates arc restricted.

And if tivey can’t get legitimate credit,  it’s 
easier for loan sharks  to move in. Sure 
they’re illegal — but  studies show they thrive 
where people are denied legitimate credi t .12 
M a ny  people can’t pay for  unexpected needs 
out  o f  pocket  — they must  have credit.

Lower  rates ju i t  d o n ’t work to anyone’s 
advantage,  ei ther the retailer or  the 
customer!

The facts of  the tnaMer, then,  arc these: The 
merchants  need m o h '  t h a n  an 18% annua l  
percentage ra te in ordiir to  come somewhere  
close to breaking even on their  credit 
opera tions .  In states where low annua l  rates 
have been legislated, \both stores and 
cus tomers  have suffered.

We su ppor t  laws which protec t  both  the 
cus tomer  and the retailer in svery state!

"SOURCE: Jan Robert Williams, "Tins credit deficiency o f 
mailers in Arkansas, "ARKANSAS HUS I NESS AND 
ECONOMIC REi I EH’. Auxusl. 1970. taxe Ik-19,

"SOURCE: Paul A. Samarium, "Statement Re fare the 
Commit, •<• of the Judiciary o f the General Court of 
Massachusetts in Sup/tort of the Uniform Consumer Credit 
Cotie." January '9, 1969, />/>. J-4,



New parents,  who suddenly  have new needs, 
like layctts,  playpens,  toys and furni ture.  We 
k n o w  they’re good for the money,  a n d  we 
wan t  to  help.

C ust om er s  who  want  to take advantage  of  
sales, when prices are  especially at tract ive.  
Credi t  lets it happen.

Any on e  w h o  wants  to enjoy some of  life’s 
pleasures now,  an d  pay for them over  a 
comfor table  period of time. With credit,  
they can — in re turn  for a modest  charge for 
the service,

M os t  people unde rs t and  this, and agree that  
the bargain  is fair. Credi t is a mat te r  of 
choice — a service th a t  comes with a price 
tag which pays  for the  convenience of  bc.ng 
able to  buy now an d pay later.

We sincerely believe that  credit ,  proper ly 
used,  is a vital part  o f  the American way o f  
life.

And  wc arc  pro ud  of  our  part  in m ak ing  it 
avai lable  to  those who want  it an d  need it.

But it must be on a reasonable basis — at the 
c u s to m er ’s o w n  choice, an d at a rate which 
assures us wc can come reasonably  close to 
meeting the cost  o f  providing the  service.

1 'SOURCE: George Katuna, ami others, 1967 SURVEY OF 
CONSUMER FINANCES (Ann Arbor, Mich.: Survey 
Research C< liter, The University o f Michigan, I96S). pp, 38-
J9.

Why have revolving credit  a t  all? Because 
consum er s  want  it! 88% o f  all consumers  
have chosen at som e  t ime to buy on credi t !13

Newlyweds,  for instance — just  s tar t ing  out,  
with lots of  d r e a m s  but  not  much pocket  
money.
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D e a r  H o n o r a b l e  R i c h a r d  Eliason:

N e w  J e r s e y  B a n k i n g  D e p a r t m e n t ' s  latest report, O c t o b e r  1982 shows a v e r a g e  rat e  on 

b a n k  c r e d i t  ca r d  l o a n s  is E i g h t e e n  P o i n t  O n e  Percent. R a n g e  is f r o m  l e s s  than 

e i g h t e e n  to less than twenty. U n d e r  N e w  Je r s e y  L a w  most loans by licen s e d  lend e r s  

i n c l u d i n g  c r e d i t  c a r d s  h a v e  no i nt e r e s t  ceiling. Th e rate is agreed b e t w e e n  l e n d e r  

an d  borrower. M a x i m u m  loan d o l l a r  a m o u n t  d e p e n d s  on type of lender, wit h  same for 

ba n k s ,  s a v i n g s  banks, s a v i ng s  an d  loans and less for small loan c o mpanies, cr e d i t  

u n i o n s  and  retailers. But n o n e  h a v e  rate ceiling.

N e w  J e r s e y  C r i m i n a l  S t a t u t e  d o e s  hav e  m a x i m u m  of 30% for loans to i n d i v i d u a l s  and 

50% for l o a n s  to c o r p o r a ti o n s ,  c o m m o n l y  k n o w n  as loan s h a r k  law. Any loan o v e r  

those f i g ur e s  is c r i m i n a l  usury.

U n d e r  la w  s e t t i n g  m a r k e t  rates w i t h o u t  ceiling, ou r  Ban k  C o m m i s s i o n e 1.' files annual 

r e p o r t  w i t h  L e g i s l a t u r e  on loan funds a v a i l a b l e  to cons u m e r s ,  and rates. C o p y  of 

this follows, w i t h  c o p y  of C o m m i s s i o n e r ' s  J a n u a r y  1.983 report.

R C F r s l b  

e n c .
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State  o f  Ne w  J e r s e y  
Depa rtm ekt  of B a nk in g  

Tre :;ton 08625

M i c h a e l  M .  H o r n  

Commissioner

J a n u a r y  II, 1983

T o  the M e m b e r s  of the Senate and G e n e r a l  A s s e m b l y :

In c o m p l i a n c e  w i t h  P.L. 1981, c. 103, I s u b m i t  the R e p o r t  

of the C o m m i s s i o n e r  of B a n k i n g  c o n c e r n i n g  in t e r e s t  r ates on loans 

a f f e c t e d  by this law.

T h i s  r e p o r t  is b a s e d  u p o n  a m a i l  s u r v e y  c o n d u c t e d  b y  the 

D e p a r t m e n t  of B a n k i n g  of N e w  J e r s e y  i n s t i t u t i o n s  e n g a g e d  in c o n s u m e r  

c r e d i t  l e n ding. A m o n g  those r e s p o n d i n g  to the D e p a r t m e n t ' s  q u e s t i o n n a i r e  

wer e  more than t h r e e - f o u r t h s  of the Stat e ' s  c o m m e r c i a l  b a n k s ,  s a v i n g s  

b a n k s  and s a v i n g s  and loa n  a s s o c i a t i o n s  a n d  more t han t w o - t h i r d s  of the 

i n s u r a n c e  p r e m i u m  fi n a n c e ,  s e c o n d a r y  m o r t g a g e ,  and s m a l l  loan c o m p a n i e s  

l i c ensed by the D e p a r t m e n t ' s  C o n s u m e r  C r e d i t  B u r ea u .

R e s p e c t f u l l y  s u b m i t t e d ,

M i c h a e l  M. H o r n  

C o m m i s s l o n e r

1-2-fll: no 

e n c .



P age

TABLE OF CONTENTS

I n t r o d u c t i o n  1

Do the i n t e r e s t  r a t e s  b e i n g  c h a r g e d  o n  c o n s u m r  c r e d i t  loans r e f l e c t  m a r k e t

c o n d i t i o n s ?  . 3

C o m m e r c i a l  B a n k s  7

S a v i n g s  B a n k s  a n d  S a v i n g s  and L o a n  A s s o c i a t i o n s  3

L e n d e r s  L i c e n s e d  b y  the D e p a r t m e n t  of B a n k i n g  C o n s u m e r  C r e d i t  B u r e a u  9

D e p a r t m e n t  Store R e t a i l e r s  t ]0

D o e s  a s u b s t a n t i a l  d e g r e e  of c o m p e t i t i o n  exi s t ?  10

Has e l i m i n a t i o n  of the i n t e r e s t  rate c e i l i n g s  s e r v e d  to i n c r e a s e  the

a v a i l a b i l i t y  of cer.surcr loans? ]1

L I S T  O F  T A B L E S

T a b l e  I M o s t  C o m m o n  I n t e r e s t  Ra t e  - J u n e / O c t o b e r  1982 - C o m m e r c i a l  Ban k s ,

S a v i n g s  B a n k s  , S a v i n g s  and L o a n  A s s o c i a t i o n s

T a b l e  2 M o s t  C o m m o n  I n t e r e s t  R ate - O c t o b e r  1982 - C o n s u n e r  C r e d i t  L i c e n s e e s

T a b l e  3 T a b u l a t i o n  of R e s p o n s es  to M a i n  Q u e s t i o n s  A m o n g  C o m m e r c i a l  Banks

R e s p o n d i n g  to D e p a r t m e n t ' s  C o n s u m e r  C r e d i t  S u r v e y

T a b l e  4 T a b u l a t i o n  01 L o a n  Volume R e s p o n s e s  A m o n g  C o m m e r c i a l  Banks R e s p o n d i n g

to D e p a r t m e n t ' s  C o n s u m e r  C r e d i t  S u r v e y

T a b l e  5 T a b u l a t i o n  of R e s p o n s e s  to Q u e s t i o n s  C o n c e r n i n g  R e t a i l  I n s t a l l m e n t  

C r e d i t  P a p e r  and Hone I m p r o v e m e n t  P a p e r  A m o n g  C o m m e r c i a l  B anks 

R e s p o n d i n g  to D e p a r t m e n t ' s  C o n s u m e r  C r e d i t  S u r v e y

T a b l e  6 P r e v a i l i n g  I n t e r e s t  Rates on Charge A c c o u n t s  A m o n g  10 S e l e c t e d  D e p a r t m e n t  

S t o r e  R e t a i l e r s  W i t h  O u t l e t s  in New J e r s e y



I n t r o d u c t i o n

T h i s  is the s e c o n d  r e p o r t  i s s u e d  b y  the N e w  J e r s e y  D e p a r t m e n t  of B a n k i n g  

in c o m p l i a n c e  w i t h  P.L. 1981, c. 103, w h i c h  r e m o v e d  the i n t e r e s t  r ate l i m i t s  

on v i r t u a l l y  a l l  types of c o n s u m e r  c r e d i t .  T h e  l a w  r e q u i r e s  the C o m m i s s i o n e r  

of B a n k i n g  to m o n i t o r  the i n t e r e s t  r a t e s  on l oans t h e r e b y  a f f e c t e d  and t o  r e­

p o r t  a n n u a l l y  to the L e g i s l a t u r e  " w h e t h e r  or n o t  the e l i m i n a t i o n  of s t a t u t o r y  

i n t e r e s t  ra t e  c e i l i n g s  as p r o v i d e d  h e r e i n  s h a l l  c o n t i n u e  or w h e t h e r  or n o t . . .  

(they) s h a l l  b e  r e i m p o s e d . "

In  m a k i n g  h i s  r e p o r t  the C o m m i s s i o n e r  m u s t  c o n s i d e r  w h e t h e r :

. a s u b s t a n t i a l  d e g r e e  of c o m p e t i t i o n  e x i s t s  a m o n g  

l e n d e r s  w i t h  r e s p e c t  to the m a k i n g  of the loans;

. the i n t e r e s t  rates b e i n g  c h a r g e d  on the loans 

r e a s o n a b l y  r e f l e c t  ma r k e t  c o n d i t i o n s ;  and

. the e l i m i n a t i o n  of the i n t e r e s t  rate c e i l i n g s  h a s  

s e r v e d  to i n c r e a s e  the a v a i l a b i l i t y  of c o n s u m e r  

loans i:i this State.

F o l l o w i n g  the sam e  p r o c e d u r e  as w h e n  the f ir s t  r e p o r t  w a s  pr epared, this 

D e p a r t m e n t  c o n d u c t e d  a m a i l  s u r v e y  of the S t a t e ' s  c o m n e r c i a l  b a n k s ,  s a v i n g s  

ba n k s ,  s a v i n g s  a n d  l o a n  a s s o c i a t i o n s ,  p l u s  c o m p a n i e s  l i c e n s e d  by the D e p a r t m e n t ' s  

C o n s u m e r  C r e d i t  B u r e a u  to en g a g e  in h o  nr; r e p a i r  c o n t r a c t i n g ,  i n s u r an c e  p r e m i u m  

f i n a n c e ,  s e c o n d a r y  m o r t g a g e ,  s m a l l  loan, or r e t a i l  i n s t a l l m e n t  sales o p e r a t i o n s .

'Hit s u r v e y  q u e s t i o n n a i r e  in q u i r e d  a b o u t  the i n t e r e s t  r a t e s and d o l l a r  

v o l u m e  of loans e x t e n d e d  in June and O c t o b e r  of 1982 for the v a r i o u s  types of 

c o n s u m e r  c r e d i t  a d d r e s s e d  in the a b o v e  law. T hese t w o  m o n t h s  w e r e  s p e c i f i e d  

b e c a u s e  of the f act that i n t e r es t  r a t e s  h a v e  g e n e r a l l y  b e e n  o n  the d e c l i n e  

s i n c e  J un e .  By i n q u i r i n g  a b o u t  b o t h  m o n t h s  the q u e s t i o n n a i r e  w a s  inten d e d  to 

r e v e a l  the e x t e n t  to w h i c h  N e w  Je'rsey c o n s u m e r  c r e d i L  r a te s  w e r e  in k e e p i n g  

w i t h  o v e r a l l  m a r k e t  p a t t e r n s .  O c t o b e r  w a s  c o n s i d e r e d  the la t e s t  m o nt h  for 

w h i c h  d a t a  c o u l d  be o b t a i n e d  and s t i l l  p e r m i t  c o m p l e t i o n  of the r e p o r t  in
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i n  a t i m e l y  m a n n e r .

T h e  r e s u l t s  of this s e c o n d  s u r v e y  i n d i c a t e ,  as w a s  the c a s e  a y ear a g o ,  

t h a t  the i n t e r e s t  r a t e  ce i l i n g s  s h o u l d  n o t  be re imposed a t  this time. There 

a r e  s e v e r a l  r e a s o n s  for this d e t e r m i n a t i o n .

V i r t u a l l y  a l l  i n t e r e s t  rates are a t  l e a s t  200 b a s i s  points and in s o m e  

c a s e s  m o r e  t h a n  3 0 0  b a s i s  poi nt s  (100 b a s i s  p o i n t s  = 1.00 p e r c e n t )  b e l o w  

t h e i r  r e s p e c t i v e  l e v e l s  at y ear end 1 9 8 1 .  F r o m  June through O c t o b e r  of 19S2 

the a v e r a g e  c o n s u m e r  c r e d i t  loan rate d r o p p e d  b y  more t h a n  160 basis points 

a m o n g  those N e w  J e r s e y  c o m m e r c i a l  b a n k s r e s p o n d i n g  to the D e p a r t m e n t ' s  s u r ve y .  

W h i l e  it is n o t  w i d e l y  b e l i e v e d  that s i g n i f i c a n t  rate i n c r e a s e s  w i l l  occur i n  

th e  y e a r  a h e a d ,  the e x t e n t  of any p o s s i b l e  d e c r e a s e s  r e m ai n s  a m a t t e r  of c o n­

je c t u r e .  T h i s  p o i n t  w i l l  b e  further discussed, i n  the f o l l o w i n g  section.

In any e v e n t ,  there s e e m s  little m e r i t  in r e i m p o s i n g  c e i l i n g s  c o m p a r a b l e  

t o  c u r r e n t l y  p r e v a i l i n g  levels. The r a t e s  b e i n g  charged b y  the large m a j o r i t y  

o f  c o n s u m e r  c r e d i t  lend e rs  are r e a s o n a b l y  r e f l e c t i v e  of m a r k e t  c o n d i t i o n s ,  in 

a c c o r d a n c e  w i t h  the s e c o n d  s t a t u t o r y  c r i t e r i o n  l i s t e d  above, A n y  c r e d i t w o r t h y  

r e s i d e n t  of this S t a t e  s h o u l d ,  wit h  a m i n i m u m  of " s h o p p i n g  a r o u n d , "  be able to 

o b t a i n  a loan, at r e a s o n a b l e  cost. Fur the m o r e , at m i d - y e a r  1982, the most 

r e c e n t  p e r i o d  for w h i c h  such a s t a t i s t i c  is a v a i l a b l e ,  the a g g r e g a t e  net i n c o m e  

of  a l l  N e w  J e r s e y  c o m m e r c i a l  banks m e a s u r e d  .83 p e r c e n t  of total assets. Thi s  

f i g u r e  is h i g h l y  s i m i l a r  to the o v e r a l l  m e a n  and m e d i a n  levels for the prior 

f i f t e e n  y e a r s  of .84 a n d  . 8 6  percent, r e s p e c t i v e l y .  The s i m i l a r i t y  sugge st s  

t h a t  b a n k s  o n  the w h o l e  are not r e a l i z i n g  e x c e s s i v e  p r of i t s  to the d e t r i m e n t  

of the p u b l i c  i n t e r e s t .  M o r e o v e r ,  the l a t e s t  n e t  income r a t i o s  of most t h r i f t  

i n s t i t u t i o n s  are far b e l o w  norm a l ,  with m a n y  r e g i s t e r i n g  d e f i c i t s .
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It s h o u l d  a l s o  be n o t e d  that the m a j o r i t y  of c o m m e r c i a l  b a n k s  offer s i x  

o f  the e i g h t  t yp e s  o f  b a n k  c o n s u m e r  c r e d i t  a f f e c t e d  b y  the s t a t u t e  in q u e s t i o n .  

T h e r e f o r e ,  a s u b s t a n t i a l  d e g r e e  of c o m p e t i t i o n  e x i s t s  a m o n g  l e n d e r s  w ith r e s p e c t  

t o  the m a k i n g  of t h e s e  lo a n s,  in a c c o r d a n c e  w i t h  the f i r s t  c r i t e r i o n  b y  w h i c h  

t h e  C o m m i s s i o n e r  o f  B a n k i n g  must e v a l u a t e  the e f f e c t i v e n e s s  o f  P.L .  1981, c. 103. 

T h e  two t ypes of c o n s u m e r  c r e d i t  d e n o t e d  in the s t a t u t e  and no t  o f f e r e d  b y  a 

m a j o r i t y  of b a n k s  a r e  e d u c a t i o n  l oa n s ,  w h i c h  a r e  g e n e r a l l y  p r o v i d e d  under 

a n o t h e r  s t a t u t o r y  l o a n  p r o g r a m  s u p e r v i s e d  by the N e w  J e r s e y  D e p a r t m e n t  of 

E d u c a t i o n ,  and c r e d i t  card p u r c h a s i n g .  O n l y  a s m a l l  n u m b e r  o f  th r i ft  i n s t i t u t i o n s  

a n d  a p p r o x i m a t e l y  a f o u r t h  of the c o m m e r c i a l  b a n k s  in the state i ssue c r e d i t  

c a r d s  s uch as M a s t e r c a r d  a n d  VISA. H o w e v e r ,  it is n e i t h e r  d i f f i c u l t  nor i n­

c o n v e n i e n t  for c r e d i t w o r t h y  i n d i v i d u a l s  to o b t a i n  suc h  cards f r o m  an i s s u i n g  

b a n k ,  e v e n  if t h e y  h a v e  no other d e a l i n g s  w i t h  that b a n k.

I n  the f o l l o w i n g  s e c t i o n s  of this r e p o r t  the r e s u l t s  of the m o n i t o r i n g  

s u r v e y  a r e  e x a m i n e d  in terms of the a f o r e n o t e d  s t a t u t o r y  p r o v i s i o n s  which the 

s u r v e y  w a s  d e s i g n e d  to implement.

D o  the i n t e r e s t  r a t e s  b e i n g  charged on c o n s u m e r  c r e d i t  loans r e a s o n a b l y  r e­

f l e c t  m a r k e t  c o n d i t i o n s ?

As s t a t e d  in last y e a r ' s  r e p or t ,  the a m o u n t  of a g i v e n  i n t e r e s t  rate 

d e p e n d s ,  in a d d i t i o n  t o  the d u r a t i o n  o f  the loan, the c r e d i t w o r t h i n e s s  of 

t h e  b o r r o w e r ,  and the c o l l a t e r a l ,  u p o n  the g e n e r a l  a v a i l a b i l i t y  of money 

r e l a t i v e  to the d e m a n d  for credit. It w a s  r e l a t e d  in that r e p o r t  that ore 

i n d i c a t o r  of the a v a i l a b i l i t y  of m o n e y  r e l a t i v e  to d e m a n d  was the r a t i o  of 

t o t a l  c o m m e r c i a l  b a n k  loans n at i o n w i d e  as a p e r c e n t a g e  of the n a t i o n ' s  m o n e y  

s u p p l y .  In this i n s t a n c e  the M3 m o n e t a r y  a g g r e g a t e ,  w h i c h  c o n s i s t s  mainly 

of c u r r e n c y  p l u s  the d e p o s i t s  of c o m m e r c i a l  b a n k s ,  s a v i n g s  b a n k s ,  savings
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and l o a n  a s s o c i a t i o n s ,  and c r e d i t  u n io n s ,  was used as the m e a s u r e  of the m o n e y  

s u p p l y .

It  wa s  f u r t h e r  s h o w n  that over the y e a r s  w h e n e v e r  this r a t i o  e x c e e d e d  

4 5  p e r c e n t  i n t e r e s t  r a t e s  w o u l d  b e  h i g h e r  t han n o r m a l .  The f a c t  tha t  this 

r a t i o  h a s  b e e n  a b o v e  4 5  p e r c e n t  for mo r e  than four y e a r s  und u b t e d l y  e x­

pl a i n s  to s o m e  e x t e n t  w h y  i n t e r e s t  r a t e s ,  a l t h o u g h  b e l o w  the p e a k  levels 

of D e c e m b e r  198 0  and J a n u a r y  198], are s t i l l  q u i t e  h i g h  b y  a n y  m o d e r n  s t a n­

da r d s  e x c l u d  ing those of the p a s t  ten y e a r s .

The c o m m e r c i a l  b a n k  loan/13 r a t i o  h a s  d r o p p e d  m a r g i n a l l y  f r o m  4 6 . 0  p e r c e n t  

d u r i n g  D e c e b m e r  1981 t o  4 5 . 7  p e r c e n t  in N o v e m b e r  1982 . This r e f l e c t s  the 

s l i g h t l y  more r a p i d  g r o w t h  of 13 c o m p a r e d  w i t h  b a n k  l oans through N o v e m b e r  

of '82. The f o rm e r  ha s  r i s e n  at an a n n u a l i z e d  rate of 10.2 p e r c e n t  and 

the latter by S . 8 p er c e n t .  This s m a l l  d e c l i n e  in the l o a n  to m o n e y  s u p p l y  

r a t i o  p l u s  a g e n e r a l l y  l ower level of i n f l a t i o n  in 1 9 8 2 ,  as c o n t r a s t e d  w i t h  

the p r i o r  y e a r ,  a p p a r e n t l y  s e r v e d  to b r i n g  a b o u t  the o v e r a l l  d e c r e a s e  in 

i n t e r e s t  r a t e s  d u r i n g  the p a s t  s e v e r a l  mont h s . H o w e v e r ,  the b e s t  w o r k i n g  

a s s u m p t i o n  for the c o m i n g  y e a r  a p p e a r s  to be that the l o a n / m o n e y  sup p l y  r a t i o ,  

i n f l a t i o n ,  a n d  i n t e r e s t  r a t e s  w i l l  r e m a i n  f a i r l y  m u c h  as they are.

The F e d e r a l  R e s e r v e - r e p o r t e d  t o ' C o n g r e s s  in J u l y  of 19S2 that it

i n t e n d e d  to m a i n t a i n  for 1983 the same m o n e t a r y  gr o w t h  targets of the p a s t

t w o  ye a r s .  G i v e n  the e x t r a o r d i n a r i l y  p r o t r a c t e d  b o t t o m i n g  out phase of

the c u r r e n t  r e c e s s i o n ,  the large a m o u n t  of u n u s e d  i n d u st r i a l  c a p a c i t y ,  a n d

the r e d u c t i o n  in m a n u f a c t u r e r s '  c a p i t a l  p r o g r a m s ,  it d c u s  not ap p ea r  li k e l y

*
t hat c o m m e r c i a l  b a n k  loan v o l u m e  w i l l  s i g n i f i c a n t l y  e x c e e d  the 1982 rate of 

e x p a n s i o n .  W h i l e  there are some fears that the F e d e r a l  b u d g e t  d e f i c i t  w i l l  

a b s o r b  a n  u ndue a m o u n t  of the .’.983 i n c r e a s e  in the m o n e y  s u p p l y ,  it is p r e­

mat u r e  to a n t i c i p a t e  s u c h  an e v e n t  as a c e r t a i n t y .  A c c o r d i n g l y ,  f r o m  the
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c u r r e n t  v a n t a g e  p o i n t  the b a n k  l o a n / m o n e y  s u p p l y  r a t i o  and c e r t a i n  b a s i c  s h o r t  

t e r m  r a t e s  s u c h  a s  t h a t  of the 3 - m o n t h  U.S. T r e a s u r y  b i l l  m a y  fl u c t u a t e  v e r y  

l i t t l e  f r o m  p r e s e n t  leve l s ,  n o r  m i g h t  t h e y  be e x p e c t e d  to.

F o r  i n s t a n c e ,  f r o m  1963 t h r o ug h  1965, w h e n  i n f l a t i o n  m e a s u r e d  less t h a n  

2 p e r c e n t  a n n u a l l y  and r e a l  i n c r e a s e s  in the g ross n a t i o n a l  p r o d u c t  w e r e  a t  

l e a s t  4 p e r c e n t  e a c h  y e a r ,  the 3 - m o n t h  " T - b i l l "  i n t e r e s t  rat e  t e n d e d  t o  be

e
s o m e  2 0 0  to 225  b a s i s  p o i n t s  a b o v e  the c o n s u m e r  p r i c e  i n d e x  g r o w t h  rate.

D u r i n g  the e x t e n d e d  p e r i o d  of h i g u  i n f l a t i o n  that f o l l o w e d ,  i n t e r e s t  r ates 

o f t e n  r e f l e c t e d  n e g a t i v e  v a l u e s  w h e n  t hose h i g h  r a t e s  of i n f l a t i o n  were d e­

d u c t e d .  If, h o w e v e r ,  it is a s s u m e d  t h a t  c u r r e n t  i n f l a t i o n  is a p p r o x i m a t e l y  

5 p e r c e n t ,  t h e n  the t h r e e - u o n t h  T - b i l l  m i g h t  b e  ex'pected to c a r r y  a n  i n t e r e s t  

r a t e  of a b o u t  7 . 2 5  p e r c e n t .  . C u r r e n t l y  this i n s t r u m e n t  is t r a di n g  at a bout 

7 . 8 5  p e r c e n t ,  w h i c h  does n o t  a p p e a r  u n r e a s o n a b l e  in light of the h i g h  b a n k  

l o a n / m o n e y  s u p p l y  r a t i o .  In o t h e r  w o r d s ,  m o n e y  is s t i l l  r e l a t i v e l y  tight.

B e c a u s e  d e p o s i t o r y  i n s t i t u t i o n s  a r e  s t i l l  p a y i n g  r e l a t i v e l y  h i g h  i n t e r e s t  

on c e r t a i n  i n s t r u m e n t s  i s s u e d  s e v e r a l  m o n t h s  ago, s u c h  as the 2 ^ - y e a r  c e r t i f i c a t e ,  

the r a t e s  o n  some loans, s u c h  as the p r i m e ,  m a y  d e c r e a s e  a b i t  m ore as suc h  

c e r t i f i c a t e s  m a t u r e  and there is f u r t h e r  m o d e r a t i o n  in d e p o s i t  costs. H c w -  

e v e r  , this t e n d e n c y  w i l l  b e  n e g a t i v e l y  a f f e c t e d  by the n e w l y  i n t r o d u c e d  mo., y 

m a r k e t  a c c o u n t s ,  w h i c h  have no rate limit, and w h i c h  are a l r e a d y  b e i n g  o f f e r e d  

to the p u b l i c  by s o m e  i n s t i t u t i o n s  at r tes of o ver 11 p e r c e n t .  T h o s e  i n s t i t u t i o n s  

h a v e  g e n e r a l l y  a n n o u n c e d  t h a t  s uch rat s are s u b j e c t  to change a f t e r  the f i r s t  

m o n t h ,  a n  i n d i c a t i o n  that the r a t e s  may be less out of line w i t h  those of m o s t  

s h o r t  t e r m  i n s t r u m e n t s  as the new y ear pr' .esses and d o l l a r s  are " r e p a t r i a t e d "  

f r o m  m o n e y  m a r k e t  m u t u a l  funds.

As c o n c e r n s  longer t e r m  i n s t r u m e n t s ,  m a t u r i n g  in a y e a r  or more, an in­

f l a t i o n  p r e m i u m  c u r r e n t l y  a p p e a r s  to e x i s t .  T h a t  is, b e c a u s e  of the rapid p r i c e



i n c r e a s e s  o f  the l a s t  s e v e r a l  y e a r s ,  l i n g e r i n g  fears a b o u t  r e n e w e d  d o u b l e  d i g i t  

i n f l a t i o n  are a p p a r e n t l y  c a u s i n g  these longer t e r n  is s u e s  to c a r r y  h i g h e r  t han 

n o r n a !  i n t e r e s t  rate d i f f e r e n t i a l s  r e l a t i v e  t o  s h o r t  t e r n  i n s t r u m e n t s .  T h e r e­

fore, the l o n g e r  that the n a t i o n  c a n  m a i n t a i n  a n  i n f l a t i o n  rate c o m p a r a b l e  to 

the p a t t e r n  s i n c e  M a r c h  of 1981, v?hen f uel p r i c e s  b e g a n  to d e c l i n e ,  the m o r e  

l i k e l y  that r a t e s  on m u l t i p l e  y e a r  i n s t r u m e n t s  w i l l  d i o i n i s h  s o m e w h a t .

I n  the m o n i t o r i n g  s u r v e y  c o m m e r c i a l  b a n k s ,  s a v i n g s  b a n k s ,  and s a v i n g s  

and l o a n  a s s o c i a t i o n s  w e r e  q u e s t i o n e d  a b o u t  the s e v e n  types o f  c r e d i t  l i s t e d  

b e l o w .  V i r t u a l l y  a l l  r e s p o n s e s  f r o m  s a v i n g s  b a n k s  and s a v i n g s  an d  loan 

a s s o c i a t i o n s  w e r e  l i m i t e d  t o  the first four items. For b a n k i n g  i n s t 't u t i o n s 

N . J . S . A .  1 7 : 9A—5 3 et seq . , c o n t a i n i n g  the A r t i c l e  12 p r o v i s i o n s ,  c o n t r o l s  a l l  

b u t  the last item, w h i c h  is go v e r n e d  b y  the R e t a i l  I n s t a l l m e n t  Sales Act,

N . J . S . A .  17 : 1 6 C — 1 et s e q . For s a v i n g s  and loan a s s o c i a t i o n s  the a u t h o r i t y  

to  e n g a g e  in the f ir s t  four types of c o n s u m e r  c r e d i t  l e n d i n g  d e r i v e s  f r o m

. S . A . 17: I2B-I55 et seq.

1 . P e r s o n a l  loan, u n s e c u r e d

2, 3. D i r e c t  loan for. n e w  and used a u t o m o b i l e s

4 . H om e  i m p r o v e m e n t / s e c o n d a r y  m o r t g a g e  loan

5. Cas h  a d v a n c e  t h r o u g h  c r e d i t  c a r d / o v e r d r a f t  c h o c k i n g  loan

6 . S m a l l  b u s i n e s s  l o a n

7. P u r c h a s e s  w i t h  c r e d i t  c ard

M o s t  d e p o s i t o r y  i n s t i t u t i o n s  m a k i n g  e d u c a t i o n  lotns d o  s c  u n d e r  o t h e r  

s t a t u t o r y  p r o v i s i o n s  than t h o se  e m b r a c e d  in P.L. l9ol, c. 103. Therefor-e , the 

D e p a r t m e n t ' s  s u r v e y  d i d  not o b t a i n  data on this type of loan.

Iii o r d e r  to d e t e r m i n e  w h a t  c o n s t i t u t e s  a r e a s o n a b l e  i n terest rat e u n d e r  

p r e s e n t  m o n e y  c o n d i t i o n s ,  a n  e x a m i n a t i o n  was m a d e  of in t e r e s t  r a t a  le v el s  just 

p r i o r  tc the p a s s a g e  of the A p r i l  1976 l e g i s l a t i o n  w h i c h  e s t a b l i s h e d  a 12 p e r c e n t
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l i m i t  o n  A r t i c l e  12 loans. It is b e l i e v e d  t h a t  this c e i l i n g  r a t e  w a s  s u b­

s e q u e n t l y  u t i l i z e d  o n  m o s t  l o a n s  of t hi s  type.

I n  the c u r r e n t  a n a l y s i s ,  U.S. T r e a s u r y  issues h a v i n g  a three to f i v e  y e a r  

m a t u r i t y  s e r v e d  as the b a s i s  for the p a s t  v e r s u s  p r e s e n t  c o m p a r i s i o n .  D u r i n g  

th e  f i r s t  f o u r  m o n t h s  of 1 9 7 6  these T r e a s u r y  i n s t r u m e n t s  r e v e a l e d  a n  a v e r a g e  

i n t e r e s t  r a t e  of 7.15 p e r c e n t ,  w hi l e  t h e  m o n t h l y  a v e r a g e  for O c t o b e r  1 982 w a s  

a l m o s t  e x a c t l y  5 0  p e r c e n t  h i g h e r .  If the 12 p e r c e n t  s t a t u t o r y  l imit which, p r e­

va i l e d  at the time o n  A r t i c l e  12 loans was r a i s e d  b y  a m a g n i t u d e  of one h a l f ,  

th_ . esult, o b v i o u s l y ,  w o u l d  b e  18 p e r c e n t .  A c c o r d i n g  to this r a t i o n a l e ,  the 

coiu.umer credit, i n t e r e s t  r a t e s  b e i n g  c h a r g e d  b y  N e w  J e r s e y ' s  d e p o s i t o r y  i n s t i t u­

tions are  not ey.cessive w h e n  judged by the rat e  p a t t e r n s  p r e v a i l i n g  in O c t o b e r  

o f  1982.

C o m m e r c i a l  B anks

As d e m o n s t r a t e d  in T a b l e  1, 18 p e r c e n t  w a s  the m o s t  c o m m o n  o v e r a l l  i n t e r e s t  

r a t e  c h a r g e d  by c o m m e r c i a l  b a n k s  in O c t o b e r  '82 for u n s e c u r e d  p e r s o n a l  loans, 

this f i g u r e  b e i n g  bo t h  the m e d i a n  (mid point) and m o d e  (most f r e q u e n t l y  r e p o r t e d ) .  

T h e  a v e r a g e  r a t e  c h a r g e d  f or  l o a n s of t h i s  type w a s  1 7.93 p e r c e n t .  The l o w e s t  

r a t e  d i s t r i b u t i o n  for a n y  k i n d  of c o n s u m e r  c r e d i t  e x t e n d e d  b y  c o m m e r c i a l  b a n k s  

w a s  r e f l e c t e d  in n e w  a u t o m o b i l e  loans, w h e r e  the a v e r a g e  O c t o b e r  rate wa s  15.54 

p e r c e n t ,  ike m e d i a n  15.38, and the mode 15. Tne fact  that the b a n k  h o l d s  title 

to a t a n g i b l e  a s s e t  - the a u t o m o b i l e  i t s e l f  - is p r e s u m a b l y  o n e  r e a s o n  for the 

l o w e r  r a t e  le v e l s  on th i s  typ e  of loan.

T h o s e  t y p e s  of c o n s u m e r  c r e d i t  r e f l e c t i n g  the h i g h e s t  i n t e r e s t  r ate d i s­

t r i b u t i o n s  for c o m m e r c i a l  b a n k s  w e r e  A r t i c l e  12A loans (cash a d v a n c e  t h r o u g h  

c r e d i t  c a r d / o v e r d r a f t  c h e c k i n g )  a n d  c r e d i t  car d  p u r c h a s e s . I n  the f i r s t  

i n s t a n c e  the a v e r a g e  r e p o r t e d  r a t e  was 18.18 p e r c e n t ,  the m e d i a n  and m o d e  b o t h  

18 p e r c e n t .  A m o n g  the 22 p e r c e n t  of r e p o r t i n g  c o m m e r c i a l  b a n k s  w h i c h  i ssue
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c r e d i t  c a r d s ,  18.10 p e r c e n t  w a s  the a v e r a g e  r a t e  c h a r g e d ,  the c e d i a n  and m o d e  

b e i n g  18 p e r c e n t .  M o r e o v e r ,  t hree f o u r t h s  of the b a n k s  i s s u i n g  c r e d i t  c a r d s  

c h a r g e d  n o  m o r e  tha n  18 p e r c e n t ,  a l t h o u g h  all b u t  o n e  b a n k  r e q u i r e d  a fee.

I n  e v e r y  i n s t a n c e  e x c e p t  on e the fee m a t c h e d  the s t a t u t o r y  l i m i t  of §15,

w h i l e  the l o n e  e x c e p t i o n  w a s  §12. A  §15 fee c o u l d  be c o n s i d e r e d  to a d d  up

to  2 0 0 b a s i s  p o i n t s  to the e f f e c t i v e  a n n u a l  i n t e r e s t  rate on a n  a v e r a g e  o u t­

s t a n d i n g  c r e d i t  c a r d  loan b a l a n c e .

S a v i n g s  B a n k s  and S a v i n g s  an d  L o a n  A s s o c i a t i o n s
f

A s  r e l a t e d  abo v e,  the k inds of c o n s u m e r  c r e d i t  offered b y  s a v i n g s  b a n k s  

a n d  s a v i n g s  and l o a n  a s s o c i a t i o n s  are c o n f i n e d  e s s e n t i a l l y  t o  u n s e c u r e d  p e r s o n a l ,  

n e w  and u s e d  car, and h o m e  i m p r o v e m e n t / s e c o n d a r y  m o r t g a g e  loans. It c a n  be s e e n  

f r o m  Table 1 that there is a h i g h  d eg r e e  cf s i m i l a r i t y  a m o n g  the three types of 

d e p o s i t o r y  i n s t i t u t i o n s  in terms of the in t e r e s t  rate d i s t r i b u t i o n  for e a c h  of 

t hese four k i n d s  of loans.

Tne d e g r e e  of d i f f e r e n c e  in i n t e r e s t  r a t e s  s h o w n  b y  c o m m e r c i a l  b a n k s ,  

for e x a m p l e ,  on a g i v e n  type of loa n  tends to b e  l ar g e r  than the d e g r e e  by w h i c h  

c o m m e r c i a l  b a n k s  loan r a t e s ,  on the w h o l e ,  d i f f e r  f r o m  s a v i n g s  b a n k  rates or 

S i L  r a t e s  w i t h  r e s p e c t  to the same  kind of loan. T o  i l l u s t r a t e  this p o i n t  it 

c a n  b e  n o t e d  in Table 1 that the O c t o b e r  '82 s a vi n g s  b a n k  m e a n  rate for n e w

a u t o m o b i l e  loans, 14.90 p e r c e n t ,  is 92 b a s i s  p o i n t s  b e l o w  the c o m p a r a b l e  m e a n

of 15.82 p e r c e n t  r e f l e c t e d  b y  s a v i n g s  and loan a s s o c i a t i o n s .  This is the: 

w i d e s t  a m o u n t  of d i s c r e p a n c y  b e t w e e n  the m ean r a t e  of one type of i n s t i t u t i o n  

and that of a n o t h e r  type i n v o l v i n g  the same k i n d  of loan.

H o w e v e r ,  uiien an e x a m i n a t i o n  is m ad e  of the 'levels of s t a n d a r d  d e v i a t i o n  

f r o m  the m e a n  r e f l e c t e d  by any s i n g l e  type of d e p o s i t o r y  i n s t i t u t i o n  for any 

of the Lour k i n d s  o f  l oans in q u e s t i o n ,  the s m a l l e s t  l e v e l  is f ound to be 118 

b a s i s  p o i n t s ,  w h i c h  o c c u r s  in the case of c o m m e r c i a l  b a n k  n e w  car loans.

- 8 -



In o t h e r  w o r d s ,  the i n t e r e s t  r a t e  o n  a ne w  c a r  loan issued b y  ore commercial 

b a n k  t e n d s  to d i f f e r  f r o m  that o f  a n o t h e r  c o m m e r c i a l  b a n k  b y  a g r e a t e r  m a r g i n  

t h a n  c o m m e r c i a l  b a n k  n e w  c a r  l o a n  r a t e s  in g e n e r a l  d i f f e r  f r o m  the n e w  c a r  

l o a n  r a t e s  of s a v i n g s  b a n k s  or s a v i n g s  and l o a n  a s s o c i a t i o n s  as a w h o l e .  

A c c o r d i n g l y ,  as h a s  b e e n  s t a t e d  in the cas e  o f  c o m m e r c i a l  b a n k s ,  the i n t e r e s t

r a t e s  b e i n g  c h a r g e d  b y  th ri f t  i n s t i t u t i o n s  r e a s o n a b l y  reflr.ct e x i s t i n g  m a r k e t

*
c o n d  i t i o n s .

L e n d e r s  l i c e n s e d  b y  the D e p a r t m e n t  of B a n k i n g  C o n s u m e r  C r e d i t  B u r e a u

I n  T a b l e  2 the O c t o b e r  '82 i n t e r e s t  r a t e  p a t t e r n s  are s h o w n  for l i c e n s e e s  

e n g a g e d  in one or more of the f o l l o w i n g  types of l e n ding: r e t a i l  i n s t a l l m e n t

s a l e s ,  h o m e  r e p a i r ,  and i n s u r a n c e  p r e m i u m  f i n a n c e  c o n t r a c t s ,  plus s e c o n d a r y  

m o r t g a g e  and s m a l l  loans. R e t a i l  i n s t a l l m e n t  sales c o n t r a c t s  w r i t t e n  in O c t o b e r  

of 1 9 8 2  r e f l e c t e d  m e a n  and m e d i a n  i n t e r e s t  r a t e s  of 22.01 and 22.41 r e s p e c t i v e l y ,  

a n d  a m ode of 24 pe r c e n t .  In o r d e r  to c o m p a r e  these r a t e s  w i t h  t hose s t a t u t o r y  

c e i l i n g s  f o r m e r l y  in effec t ,  it c a n  be noted that rates o n  the three to fiva 

y e a r  T r e a s u r y  i n s t r u m e n t s  in O c t o b e r  of '82 w e r e  some 168 p e r c e n t  h i g h e r  t h e n  

t h e y  h a d  b e e n  in 1960, w h e n  the s t a t u t o r y  c e i l i n g s  in q u e s t i o n  w e r e  e s t a b l i s h e d .  

If t h o s e  c e i l i n g s  were e x p r e s s e d  as a n n u a l  p e r c e n t a g e  r a t e s  a n d  r a i s e d  b y  168 

p e r c e n t ,  t h e n  the m a x i u m  p e r m i s s i b l e  i n t e r e s t  r a t e s  o n  al l  t ypes of r e t a i l  i n­

s t a l l m e n t  sa l e s  c o n t r a c t s  w o u l d  be in e x c e s s  of 30 p e r c e n t .

Hoc.a r e p a i r  c o n t r a c t s  and s e c o n d a r y  m o r t g a g e  loans, w h o s e  fo rm e r  s t a t u t o r y  

i n t e r e s t  r a t e  c e i l i n g s  a l s o  d a t e  f r o m  1960, w o u l d ,  li k e w is e ,  h a v e  r e f l e c t e d  

h y p o t h e t i c a l  i n t e r e s t  rate li m it s  in O c t o b e r  '82 of m o r e  than 30 p e r c e n t  if 

t h o s e  c e i l i n g s  w e r e  increased b y  the a f o r e s a i d  168 p e r c e n t .  The m e a n  l e v e l s  

o b t a i n e d  in the s u r v e y  w e r e  18.5 'percent and 2 0 . 1 6  p e r c e n t ,  r e s p e c t i v e l y ,  f o r  

h o m e  r e p a i r  c o n t r a c t s  and s e c o n d a r y  m o r t g a g e  l oa n s  e x t e n d e d  i n  O c t o b e r  of 1932.

S i m i l a r l y ,  s m a l l  loans and i n s u r a n c e  p r e m i u m  f i n a n c e  c o n t r a c t s ,  w h o s e  

f o r m e r  s t a t u t o r y  i n t e r e s t  rat e  c e i l i n g s  w e r e  e s t a b l i s h e d  in 1967, w o u l d  have:

-9-
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r e f l e c t e d  c e i l i n g s  o f  36 an d  25 p e r c e n t ,  r e s p e c t i v e l y ,  if th e s e  1 9 6 7  s t a t u t o r y  

lim it s  h a d  k e p t  p a c e  w i t h  i n t e r e s t  r ate r i s e s  t h r o u g h  O c t o b e r  ol 'B2 in the 

three, t o  five y e a r  T r e a s u r y  i n s t r u m e n t s .  In  this c o n t e x t ,  th e  O c t o b e r  '82 m e a n  

levels r e v e a l e d  b y  the s u r v e y  of 26.84 p e r c e n t  in the cas e  of s nail loans and 

19.67 p e r c e n t  for i n s u r a n c e  p r e m i u m  finan c e  c o n t r a c t s  are n o t  i n c o n s i s t e n t  w i t h  

the p r i o r  c e i l i n g s .

D e p a r t m e n t  Store R e t a i l e r s

T e n  of the l a r g e r  d e p a r t m e n t  s t o r e s  o p e r a t i n g  in N e w  J e r s e y  were c o n t a c t e d  

b y  t e l e p h o n e  on J a n u a r y  7 , 1983 for the p u r p o s e ' o f  r e c o r d i n g  their e x i s t i n g  

c h a r g e  a c c o u n t  i n t e r e s t  rates. The d i s t r i b u t i o n  p a t t e r n  cf these r a t e s  is r e­

lated in T a b l e  6 , w i t h  the r e s p e c t i v e  m e a n  an d  m e d i a n  b e i n g  19.9 a n d  19.8 p e r­

cent. O n  the w h o l e  t hese r ates s h o w  v e r y  l i t t l e  c h a n g e  from a y e a r  ago, w h e n  

the r e s p e c t i v e  m e a n  and m e d i a n  w e r e  19.6 and 19.8 p e r c e n t .  T h e  h i g h  and lo w 

r a t e s  r e m a i n  the s a m e ,  these b e i n g  2 1 . 6  and 18 p e r c e n t .  The f o r m e r  s t a t u t o r y  

c e i l i n g s  on this type of r e t a i l  i n s t a l l m e n t  c r e d i t  p e r m i t t e d  a m a x i m u m  i n t e r e s t  

r a t e  of 18 p e r c e n t  on b a l a n c e s  up to $ 7 0 0  and 12 p e r c e n t  on h i g h e r  a m o u n t s .

T n e s e  r ate l im i t s  w ere e n a c t e d  in 1971, w h e n  three t o  five y e a r  U.S. T r e a s u r y  

i n s t r u m e n t s  r e f l e c t e d  an a v e r a g e  a n n u a l  rate o nly s l i g h t l y  mor e  t h a n  h a l f  the 

c o m p a r a b l e  c u r r e n t  level.

Does a s u b s t a n t i a l  d e g r e e  of c o m p e t i t i o n  e x i s t ?

As s h o w n  in T a b l e 3, over 95 p e r c e n t  of the r e s p o n d i n g  commercial, b a n k s  

are o f f e r i n g  u n s e c u r e d  p e r s o n a l  loans, n e w  and used ca r  loans, and home i m p r o v e­

m e n t / s e c o n d a r y  m o r t g a g e  loans. K o r e  t h a n  three f o u r t h s  are o f f e r i n g  A r t i c l e  12A 

c r e d i t  ( c a sh  a d v a n c e  t h r o u g h  c r e d i t  c a r d / o v e r d r a f t  c h e c k i n g ) .  Kore than h a l f ,

59 p e r c e n t ,  e n g a g e  in s m a l l  b u s i n e s s  loans. G i v e n  this d e g r e e  of c r e d i t  a v a i l­

ab i l i t y ,  the d i s t r i b u t i o n  of i n t e r e s t  r a t e s ,  a n d  the g e n e r a l l y  r e a s o n a b l e  levels 

of these r a t e s ,  a s u b s t a n t i a l  d e g r e e  of c o m p e t i t i o n  c o u l d  be s a i d  to e x i s t  w i t h  

r e s p e c t  to th e m a k i n g  of the a b o v e  t y p e s  of loans.

— Miffuynim— i
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As  i n d i c a t e d  in T a b l e  4, a m o n g  a m a j o r i t y  of c o m m e r c i a l  b a n ks  r e s p o n d i n g  

to the s u r v e y ,  a u t o m o b i l e  and b u s i n e s s  loans as w e l l  as c r e d i t  card p u r c h a s e s  

a l l  s h o w  h i g h e r  v o l u m e s  of a c t i v i t y  5n O c t o b e r  1982 as c o n t r a s t e d  w i t h  A u g u s t  

of '81, the m o n t h  e x a m i n e d  in the p r i o r  y e a r ' s  s u r v e y .  H o w e v e r ,  a m a j o r i t y  of 

c o m m e r c i a l  b a n k s  a l s o  r e f l e c t e d  lower v o l u m e  w i t h  r e s p e c t  to u n s e c u r e d  p e r s o n a l  

loa ns ,  h o m e  i m p r o v e m e n t / s e c o n d a r y  m o r t g a g e  and A r t i c l e  I2A loans.

N a t i o n w i d e  c o m m e r c i a l  b a n k  d a t a  p u b l i s h e d  b y  the F e d e r a l  R e s e r v e  f o r  

t h e s e  s a m e  t w o  m o n t h s  r e v e a l  a g r e a t e r  l ev e l  o f  e x t e n s i o n s  in O c t o b e r  '82 for 

c r e d i t  p u r c h a s e s  and a u t o m o b i l e  loans, and a d e c r e a s e  in all other types of 

c o n s u m e r  c r e d i t  as a w h o l e .  T h e r e f o r e ,  the p a t t e r n s  of i n c r e a s e  and d e c l i n e  

s u g g e s t e d  in T a b l e  4 a p p e a r  to be in k e e p i n g  w i t h  n a t i o n a l  trends.

R e t a i l  i n s t a l l m e n t  c r e d i t  p a p e r  and h o m e  i m p r o v e m e n t  p ap e r  w e r e  i s s u e d  

by less t h a n  h a l f  of the r e s p o n d i n g  c o m m e r c i a l  b a n k s  (Table 5).

N e w  J e r s e y  s a v i n g s  b a n k s  r e v e a l  a p p r o x i m a t e l y  the same d o l l a r  le v e l s  o f  

l o a n  e x t e n s i o n s  in O c t o b e r  '82 as in A u g u s t  of '81 for u n s e c u r e d  p e r s o n a l  loans, 

n e w  and used car loans, and home i m p r o v e m e n t / s e c o n d a r y  m o r t g a g e  loans. W i t h  

r e s p e c t  to s a v i n g s  and l oan a s s o c i a t i o n s  the m a j o r  c h a n g e  b e t w e e n  these two 

p e r i o d s  a p p e a r s  to be that a g r e a t e r  n u m b e r  of a s s o c i a t i o n s  are ne w  m a k i n g  

a u t o m o b i l e  lo a n s .  In A u g u s t  of '81 24 a s s o c i a t i o n s  w e r e  w r i t i n g  n e w  c a r  loans 

and only 13 s h o w e d  a n y  used car a c t i v i t y .  In O c t o b e r  '82 32 a s s o c i a t i o n s  e x t e n d e d  

n e w  ca r loans and 26 w e r e  u n d e r w r i t i n g  used c a r  p u r c h a s e s .  H o m e  i m p r o v e m e n t /  

s e c o n d a r y  m o r t g a g e  loans r e p r e s e n t e d  the most p r e v a l e n t  type of c o n s u m e r  c r e d i t  

l e n d i n g  for S&Ls, w i t h  83 of the 114 r e s p o n d i n g  a s s o c i a t i o n s  p r o v i d i n g  s u c h  c r e d i t  

in O c t o b e r  of '82.

Has e l i m i n a t i o n  of the, i nt e r e s t  rate c e i l i n g s  s e r v e d  to i n c r e a s e  the a v a i l a b i l i t y  

of c o n s u m e r l o a n s ?

In J un e  of 1982 N e w  J e r s e y  c o m m e r c i a l  b an k s  in the ag g r e g a t e  r e f l e c t e d  an 

11.1 p e r c e n t  r a t i o  of total e x p e n s e s  to l i a b i l i t i e s  and notes. Had t o t al
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e x p e n s e s  b e e n  e x p r e s s e d  as a r a t i o  o f  e a r n i n g s  a s s e t s ,  the r e s u l t  w o u l d  h a v e  

b e e n  in e x c e s s  of 12 p e r c e n t . A c c o r d i n g l y ,  it s e e m s  r e a s o n a b l e  to a s s u m e  t h a t  

b a n k s  w o u l d ,  to a s i g n i f i c a n t  e x t e n t ,  ha v e  s o u g h t  o t h e r  l e n d i n g  and i n v e s t m e n t  

p o s s i b i l i t i e s  if limit e d  to a 12 p e r c e n t  r e t u r n  on c o n s u m e r  c r e d i t  loans.

T o t a l  e x p e n s e s  o f  s a v i n g s  b a n k s  at m i d - y e a r  1 9 S 2  m e a s u r e d  m o r e  than 11 p e r c e n t  

of a s s e t s ,  w h i l e  state c h a r t e r e d  s a v i n g s  and l o a n  a s s o c i a t i o n s  r e f l e c t e d  t o t a l  

e x p e n s e s  e q u a l l i n g  1 1. 8  p e r c e n t  as of O c t o b e r  1982. T h e r e f o r e ,  it is l i k e l y  

t h a t  t h r i f t  i n s t i t u t i o n s  w o u l d  not g e n e r a l l y  h a v e  o f f e r e d  12 p e r c e n t  c o n s u m e r  

l oans g i v e n  the p r e v a i l i n g  i n t e r e s t  rate climate'.
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TABLE 6

P R E V A I L I N G  I N T E R E S T  R ATES O N  C H A R G E  A C C O U N T S  

A M O N G  10 S E L E C T E D  D E P A R T M E N T  S T O R E  R E T A I L E R S  

W I T H  O U T L E T S  IN N E W  J E R S E Y

J A N U A R Y  7, 1983

( A b r a h a m  and S t r a u s ,  B a m b e r g e r ' s ,  B l o o m i n g d a l e’s , 

J.C. Pe nne y  C o m p a n y , J e f f e r s o n  W a r d,  Lord & T a y l o r  

O h r b a c h ' s ,  Sears, R o e b u c k  and C o . ,  Ster n s )

2 1 .6 % -  1 

21 .5 - I 

2 !  -  I

1 9 . 9 / 1 9. 8  - 5

Clover,

*

I
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TABLE 1 I

H O S T  C O M M O N  I N T E R E S T  RAT E  

J U N E / O C T O B E R  1982 

C O M M E R C I A L  BA NK S ,  S A V I N G S  

B ANKS, S & L  A S S O C I A T I O N S

H o m e  I m p r o v e m e n t /

P e r s o n a l  L o a n , D i r e c  t L o a n , D i r e c t L o a n , S e c o n d a r y

U n s e c u r e d N e w  A u t o m o b i l e U s e d  A u t o m o b i l e M o r  tgage L o a n

June Oc toR.r June O c t o b e r Jun e Oc tober J un e O c t o b e r
M e a n

C o m m e r c i a l  B a n k s 19.32 17.93 17.77 15.54 18.80 16.91 18.33 16.43

S a v i n g s  Banks 19.75 18. 15 17.80 14 .90 10.70 16.05 18.20 15.98

S &Ls 19. A 7 18.30 17.55 15.82 18.48 16.78 18.05 16.49

Mod e

C o m m e r c i a l  B anks 19 13 18 15 18

♦

17 18 16
S a v i n g s  B anks 19 19 18 14 19 15 18 14

S&Ls 2 0 18 18 15 18 15 IP ! 5

Lowe st

C ommercial. B a nk s

i

16 15 15 13.50 16 14 16 14
S a v i n g s  Banks 10 15 16 13.50 17.50 14 16.50 14

S&Ls 17 15 16 14 .50 16 14.50 15 14

F i r s t  Q u a r t i l c

C o m m e r c i a l  B a n k s 18 17 17 14 . 8 8 18 16 18 15.50

S a v i n g s  Banks 19 17.25 17.50 13.88 10 14 .08 17.88 14.56

S&Ls 18 17.63 16.75 15 17.50 15. 13 17.50 16

Med ian

C omma rc in L Banks 19 18 18 1 5 - 3 11 19 17 18 16

S a v i n g s  B a n k s • 20 18.75 10 14 .35 19 16.25 18.25 16.25

S &Ls 10 19 10 15.50 10 ' 16. 13 18 16

T h i r d  Q u a r t i l c

C o m m e r c i a l  Banks 2 0 19 18 16 19 18 19 17.50

S a v i n g s  B a n k s 20.63 19 18 16 19 17 19 17.50

S&Ls 2 0 19.50 10 16. 13 19 17.50 18.50 17.50

llighcs t

C o m m e r c i a l  Banks 25 2 : 21 19 22 21 22 19

S a v i n g s  Banks 21 21 19 10 2 0 19 19 18

S&Ls 25 21 21 21 2 0 2 6 . 5 0 21 21



M O S T  C O M M O N  I N T E R E S T  R A T E  

O C T O B E R  1 982 

C O N S U M E R  C R E D I T  L I C E N S E E S

TABLE 2

I n s u r a n c e

R e t a i l  I n s t a l l m e n t  

Sales C o n t r a c t s

Hom e R e p a i r  

C o n t r a c t s S m a l l  L o a n s

S e c o n d a r y  

Mtg. L oans

P r e m i u m  F i n a n c e  

C o n t r a c t s

K e a n

26*

2 2 . 0 1

14*

18.5

27*

26.84

51*

2 0 . 16

42 *

19.87

M o d e 24 19 30 IS 18

L o w e s  t 16.5 13 15 17 10.24

F i r s t  Q u a r t i l e 18 17.75 24 18 15. 19

M e d i a n 22.4 1 19 29 19.25 IS

T h i r d  Q u a r t i l e 24 .65 19.13 30 22 21.81

H i g h e s  t 30 24 30 29 30

N u m b e r  of l i c e n s e e s  a n s w e r i n g  q u e s t i o n



TA B L E  3

T a b u l a t i o n  o f  r e s p o n s e s  to m a i n  q u e s t i o n s  a m o n g  c o m m e r c i a l  b a n k s  

r e s p o n d i n g  to D e p a r t m e n t ' s  c o n s u m e r  c r e d i t  s u r v e y

M o s t  c o m m o n  

i n t e r e s t  r a t e  

(a v erage)

6-82 10-82

A m o u n t  

exte nded 

l$ l , 0 0 0 )

10-82

( A r t i c l e  12, C l a s s I)

P e r s o n a l  loans, 

u n s e c u r e d

( A r t i c l e  12, C l a s s  I)

D i r e c t  l oan, new 

a u t o m o b  ile

( A r t i c l e  12, C l a s s  I)

D i r e c t  loan, used 

autoraob ile

( A r t i c l e  12, C l a ss  II)

H o m e  i m p ./ s e c o n d a r y  

m o r t g a g e

( A r t i c l e  12A)

C a s h  a d v a n c e  thr u  c r e d i t

c a r d / o v e r d r a f t  c h e c k i n g  l o a n

98* 

i y .32

98*

17.77

97*

8 . 8 0

95*
18.83

78*

18.34

99*

17.93

99*

15.54

98*

16.91

’ 96* 

16.43

79*

18.18

98* 

20 , 1 7 4

98*

2 7 , 2 9 5

7 1* 

5 , 5 9 4 * *

94*
14,872

73* 

2 7 , 9 3 7

( A r t i c l e  I2B)

S m a l l  b u s i n e s s  l o a n

5 7 *

18.80

5 9 *

16.72

61*

6 , 5 4 8

C r e d i t  c a r d  p u r c h a s e s

22*

1 8 . 0 2
21 « 

18.10

20* 

35 ,4 87

* P e r c e n t a g e  of c o m m e r c i a l  b a n k s  a n s w e r i n g  q u e s t i o n

** M o s t  used car l o a n  v o l u m e  is r e f l e c t e d  in new ca r  d a t a



T a b u l a t i o n  of l o a n  v o l u m e  r e s p o n s e s  a m o n g  c o m m e r c i a l  b a n k s  

r e s p o n d i n g  to D e p a r t m e n t ' s  c o n s u m e r  c r e d i t  s u r v e y

TABLE *

H i g h e r  L o a n  V o l u m e  R e p o r t e d  

C w L o b e r  '82 A u g u s t  '81

( A r t i c l e  12, C l a s s  I)

P e r s o n a l  loans, 

u n s e c u r e d

( A r t i c l e  12, C l a s s  I)

D i r e c t  loan, new 

a u t o m o b i l e

( A r t i c l e  12, C l a s s  I)

D i r e c t  loan, lsed 

a u t o m o b i l e

( A r t i c l e  12, C l a s s  II)

H o m e  i m p . / s e c o n d a r y  

m o r t g a g e

( A r t i c l e  12A)

C a s h  a d v a n c e  t hru c r e d i t

c a r d / o v e r d r a f t  c h e c k i n g  loan

( A r t i c l e  12B)

S m a l l  b u s i n e s s  l o a n

3 8 %

68  .

71

4 0

44

74

62%

32

29

60

56

26

C r e d i t  c ard p u r c h a s e s 67 33



TA B L E  5

T a b u l a t i o n  o f  r e s p o n s e s  to q u e s t i o n s  c o n c e r n i n g  r e t a i l  i n s t a l l m e n t  c r e d  

p a p e r  and h o m e  i m p r o v e m e n t  p a p e r  a m o n g  c o m m e r c i a l  b a n k s  r e s p o n d i n g  

to D e p a r t m e n t ' s  c o n s u m e r  c r e d i t  s u r v e y

M o s t  C o m m o n  A m o u n t

I n t e r e s t  Rat e  P u r c h a s e d

( a v e r a g e )  ( $ 1 ,0 0 0 )

6 - 8 2  10-82 10-82

R e t a i l  i n s t a l l m e n t  c r e d i t  p a p e r  4 4 *  4 4 *  44*

fo r  n e w  a u t o m o b i l e s  17.76 16.10 33,5 3 7

R e t a i l  i n s t a l l m e n t  c r e d i t  p a p e r  4 8 *  4 9 *  36*

fo r  u s e d  a u t o m o b i l e s * *  19.94 18.38 6 , 9 1 9

R e t a i l  i n s t a l l m e n t  c r e d i t  p a p e r  for 35* . 36* 35*

p u r c h a s e s  o t h e r  t h a n  a u t o m o b i l e s  18.78 17.72 4 , 5 7 5

1 1 * 1 0 * 1 0 *

H o m e  i m p r o v e m e n t  p a p e r  18.77 18.11 2 , 8 1 8

* P e r c e n t a g e  of c o m m e r c i a l  b a n k s  a n s w e r i n g  q u e s t i o n

** Some u s e d  a u t o m o b i l e  p a p e r  p u r c h a s e s  r e f l e c t e d  in ne w  a u t o m o b i l e  d a t a



Siate Credit Union Loan Rate Ceilings
S U M M A R Y

1 9 8 3

o As of January 1, 1983 all states had authorized credit unions to
charge a loan interest rate in excess of 12% per year. Most of these 
rate changes were effected legislatively within the last five years.

o Thirteen states within the past two years have moved to an essentially
deregulated loan rate structure, California, South Carolina, and 
Louisiana having done so in 1982 and Idaho in 1983. This generally 
means the parties concerned are free to determine loan rates.

o Seme of the state rate changes are temporary in nature, due to expire
within the next two or three years. Thus far in 1983, Montana and 
New Mexico have made permanent the removal of usury ceilings of 
regulated lenders— legislation that was to expire July 1.

No interest rate ceiling in credit union act; rate determined by credit 
union through method indicated;

Arizona —  board of Directors. [§6-513(D)(2)]

California —  Doard of Directors. [§15000]

Connecticut —  Set by board of directors, but requires prior approval of 
Bank Conmissioner. Ccnmissioner may not approve rates 
exceeding those allowed a federal credit union or 
federally insured credit union. Under "most favored 
lender" doctrine, federally insured credit unions in 
Connecticut railed to be not subject to any interest rate 
limitations. Non-federally insured credit unions also 
ruled to be unl.'mited as to rates. [§36-206(a), §37-9; 
Declaratory Ruling of Bank Conmissioner, 8/10/81]

Illinois —  Board of Directors. [§4447(1)]

Louisiana —  Board ol Directors, subject to Conmissioner approval.
[§6:654(A)1

New Hampshire —  By the bylaws or vote of the members. [§394-B:35(VI)]

Oregon —  Board of Directors. [§723.296]

Puerto ldco —  Board of Directors. [§16]

South Carolina —  May cliarge 18% or any rate it files with the Department of
Consumer Affairs tind posts at its places of business.
[§37-3-201(2) J

Source: CUNA State Governmental Affairs
July 1983 (Rev.)
1WP591482



Rate determined by agreement of parties; subject to indicated restrictions:

Idaho —  Subject to disclosure requirements of Consumer Credit 
Code. [§28-42-201]

Montana —  Credit unions exempt from interest rate limit in credit 
union act. [§31-1-106]

Nevada —  No restrictions in act. [§678.710]

New Jersey —  30% ceiling in criminal usurv statute. [§17:13-42,
§2c:21-19]

New Mexico —  Certain disclosures to borrowers must be made. 
[§58-11-17]

New York —  Until June 30, 1987 subject only to 25% ceiling in 
state's criminal usury statute. [§453(5a), §190.40]

Virginia —  Installment loans not limited. Rate on non-installment 
loans not to exceed 1-1/2% per month. [§6.1-330.18]

Interest rate indexed to specified market rate indicator:

Alabama —  May charge rates under Consumer Code, or 2% above prime 
rate of three largest New York banks. If open-end 
credit, the maximum finance charge is 1-3/4% per month on 
first $750 and 1-1/2% per month on excess. A  surcharge 
of 2% of amount financed, not to exceed $20, also 
allowed. Another alternate allows a financial 
institution to charge the same rate authorized any other 
financial institution in state. [L. 1982, Act 82-271]

Minnesota —  12%, or 4-1/2% above the Federal Reserve discount rate, 
whichever is greater. [§52.14, §48.195]

Rhode Island —  21%, or the Treasury bill index for preceding week, plus 
9 percentage points, whichever is greater. "[§6-26-2]

Tennessee —  18%, or 5% above die Federal Reserve discount rate or die 
rate federal credit unions are authorized, whichever is 
greater. [§45-4-602]

Texas —  Interest charged may equal twice the average rate for
26-week treasury bills during the preceding week, not to 
exceed 24%. [§7.01]

Washington —  Credit unions may charge interest rates up to 4% above 
the rate on Treasury bills during die preceding mend), 
[laws of 1981, U. 143]

Interest rate not to exceed 1-1/4% per month (15% per annum) on unpaid 
balance:

Alaska —  Unless higher rate provided by regulation. [§06.45.06CA]



Georgia —  Or rates allowed federal credit unions, whichever is 
greater. [§§41A-31C9(a), 41A-1G2]

Michigan —  16-1/2% on motor vehicle loans. [§490.14]

Pennsylvania —  [§15-12319]

Interest rate not to exceed 1-1/2% per month (18% per annum) on unpaid 
balance;

Florida [§657.038(1)] Mississippi [§81-13-39]

Hawaii [§410-15(a)] Nebraska [§21-1773(6)]

Kentucky [§290.200] West Virginia [§31-10-16]

Interest rate in statute is applicable unless a higher rate is approved by 
regulatory authority:

North Carolina —  Statutory rate is 18%. Ccrmission may set rate up to
that of federal credit unions. [§54-109.65]

Vermont —  Statutory rate is 12%. Supervisor set rate at 18 to 24%. 
[§8-2076(a)]

Interest rate subject to indicated maximum in state's consumer credit code:

Ale <ma —  May charge rates under Alabana Consumer Credit Code or 
alternate rate indexed to prime rate. (See page 2)

Colorado —  For closed-end credit, either 36% on unpaid balance up to 
$630 and 2]% on part of unpaid balance over $630 up to 
$2,100, or 21% on total unpaid balance. For open-end 
credit, 2.1% on total unpaid balance of principal. 
[§11-30-114; §5-3-508(2), (3)]

Indiana —  For both open and closed-enu credit, either 36% on part of 
unpaid balance up to $660; 21% cr, port over $660 up to 
$2,200, and 15% on part of unpaid balance over $2,200, or 
21% on entire unpaid balance, whichever is greater. 
[§§24-4.5-3-508, 28-7-1-16(b)]

Iowa —  Rate ceilings are: For closed-end credit, 21% per year on
the unpaid balance. For new car loans, 21% and for loans 
on used cars over 2 years old, 24%. Fcr open-end credit, 
18% on part of unpaid balance up to $500 and 15% on 
remainder. On real estate '^ens entirely lifted. 
[§537.2401, 2402|

Kansas —  Code allows 18% on balances under $.1,000 and 14.45% on
amounts exceeding $1,000. For any consumer loan an alter­
native 21% interest ceiling on the entire outstanding 
balance is in effect until July 1, 1985. Credit unions


