
totals were adjusted to the 1950 registration
statement figures by the straight-line method.
For industrial loan companies the monthly esti-
mates for the December 1939-September 1950
period were made by applying the monthly
percentage changes shown by the reporting
sample to an estimate for the end of 1944 de-
rived from a special Federal Reserve survey.
Year-end estimates before 1939 were derived
from the Nugent (Russell Sage Foundation)
estimates for industrial banking companies and
from information for States in which industrial
loan companies operated. The other compo-
nent of Nugent's series, industrial banks, is in-
cluded in the commercial bank estimates for
those years.

For the other lenders monthly estimates for
the period December 1939 through September
1950 were benchmarked on an estimate for
the end of 1939 prepared by the Russell Sage
Foundation. These monthly estimates were
obtained by applying to the end-of-1939 figure
one-half of the percentage change shown by
the sample of consumer finance companies,
since over that period the amount of credit
held by such companies had increased about
twice as rapidly as for the group of miscel-
laneous lenders. Year-end estimates prepared
by the Russell Sage Foundation were used also
for the period prior to 1939.

Distributions by type of loan for industrial
loan and consumer finance companies were
based on data from the 1950 registration state-
ment and carried through the period 1944-51,
using changes for each type of loan reported
by the industrial loan company sample. Prior
to 1944, the distributions were based on data
for commercial banks.

RETAIL OUTLETS

Retail outlets hold nearly one-eighth of con-
sumers' instalment receivables. In addition,
they originate and then sell to financial insti-
tutions a large part of the instalment paper

arising from sales of automobiles and other
major durable goods to consumers. Only that
part of the instalment paper that retailers own
and carry on their books as customer accounts
is included in the estimates for retail outlets.
The remainder is included in estimates for the
banks, sales finance companies, or other insti-
tutions that purchase the paper. Noninstal-
ment (charge-account) credit arising from re-
tail sales is nearly always carried on the re-
tailers' books.

General estimating methods. Estimates of
consumer instalment credit held by retail out-
lets are based largely on data from monthly
reporting samples. Those reporting currently
to the Federal Reserve System—department
stores, furniture stores, household appliance
stores, and four large mail-order companies—
hold around two-thirds of all consumer instal-
ment credit outstanding at retail establishments.
Estimates for these kinds of business are cus-
tomarily adjusted to year-end benchmarks for
instalment accounts receivable as compiled by
the Bureau of the Census in its Retail Trade
Survey.

Outstanding credit at the remaining kinds
of business, for which the Federal Reserve
System does not collect monthly sample data,
are estimated by kind of business between
benchmark dates and extrapolated from the
latest year-end benchmark by using ratios of
receivables to weighted sales derived from the
Bureau of the Census Survey data. These esti-
mates, published monthly in the Federal Re-
serve Bulletin and in the "Consumer Credit"
release (G.19), are shown for department
stores and mail-order companies combined,
and separately for furniture stores, household
appliance stores, automobile dealers, and "all
other" retailers.

It is necessary to make two adjustments in
the figures that the Bureau of the Census re-
ports for retail receivables so that they will con-
form to the consumer credit concept. The first
is to add an estimate for the amount of con-
sumer credit arising from retail sales made at
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wholesale outlets. The second is to deduct non-
consumer credit owed to retail outlets. Both are
percentage adjustments derived from detailed
data for credit sales and for accounts receivable
which were collected in the Census of Business
in 1939 and 1948. In addition, the second
adjustment utilized the proportion of retail com-
modity sales made to consumers, as estimated
by the Bureau of Labor Statistics in its input-
output studies.

Wholesale adjustment. The estimated
amounts added to the series to cover consumer
credit extended by wholesalers have been ad-
justed to Census benchmarks for both 1939
and 1948. In the 1948 Census of Business for
Wholesale Trade, data were collected for
wholesale sales by line of trade and by class
of customer, with separate totals for a cate-
gory defined as "sales to household consumers,
individual users, and to farmers." Sales in
this category were concentrated in a relatively
few wholesale firms that did a large retail
business and used credit practices similar to
those of competitive retailers. Two types of
wholesale outlets—"merchant wholesalers" and
"manufacturers' sales branches (with stocks)"
—included lines in which a substantial propor-
tion of total sales were to consumers.

The estimates of credit sales and credit re-
ceivables of the household consumer group in
each of those trade lines were made as fol-
lows:

1. The distribution of sales by type of trans-
action (credit or cash) was made on the basis
of the distribution in comparable retail trade
lines as indicated by the Census of Retail
Trade.

2. Year-end estimates of instalment and
charge accounts receivable were estimated by
applying to the estimates of instalment sales
and charge sales, respectively, the ratios of in-
stalment receivables to sales and of charge
receivables to sales, at retail stores in compar-
able trade lines.

Available information indicated that vir-
tually all of the wholesale credit to consumers

was on a charge-account basis, and this was
the assumption used for the purpose of adjust-
ing estimates to data from the 1939 Census.

Nonconsumer adjustment. The noncon-
sumer adjustment in the 1939 Retail Census
data eliminated from both the charge and the
instalment sectors those kinds of business that
were predominantly nonconsumer: lumber and
building material dealers; plumbing, paint, and
electrical supply stores; farm equipment deal-
ers; feed, farm, and garden supply stores; and
office and store machinery and equipment
dealers. This adjustment assumed that the
amount of consumer receivables held by the
kinds of business excluded were roughly equal
to the nonconsumer receivables of those trade
lines that were retained.

The adjustment in the 1948 Retail Census
data, on the other hand, eliminated the non-
consumer portion of the credit held by each
kind of business; for this purpose, ratios de-
rived in an input-output study of the Bureau of
Labor Statistics, mentioned earlier, were used.

Estimates of nonconsumer instalment and
charge-account receivables for each trade line
were derived from nonconsumer sales (esti-
mated as mentioned earlier) by using ratios
of receivables to sales based on the Census
for Wholesale Trade and the Census for Retail
Trade. Available sources indicated that in most
cases the retail ratio was not representative of
the relationship between nonconsumer receiv-
ables and nonconsumer sales. Hence it was
necessary to use the wholesale ratio. The parti-
cular wholesale ratio to be used was selected
on the basis of the distribution of nonconsumer
sales by commodities. If the nonconsumer sales
of a given kind of retail business were largely
in one commodity line, a single appropriate
wholesale ratio for that line was used. But if
these sales were distributed among several com-
modities, a weighted average of the several
appropriate wholesale ratios was employed.

In a few kinds of retail business nearly all
of the sales were to nonconsumers, with the
result that the retail ratio of receivables to
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sales was heavily weighted by the noncon-
sumer transactions. Wholesale ratios for these
lines of business appeared to differ from the
retail relationships so much as to be inappro-
priate for use with the reported retail receiv-
ables. In such cases retail relationships were
used. This was true of the adjustments for
lumber dealers, business machine dealers, and
gasoline stations.

Through a spot check it was found that,
except at automotive and farm machinery
dealers, nonconsumer credit sales were on a
charge-account rather than an instalment basis.
Therefore, it was not necessary to make non-
consumer adjustments for most of the instal-
ment components.

Retail instalment credit by holder. For esti-
mating purposes, instalment credit held by
retailers is divided into five categories: depart-
ment stores, mail-order companies, furniture
stores, household appliance stores, and "all
other" retail stores.

Department stores. For nearly three decades
department store accounts receivable have been
reported to the Federal Reserve System by a
comprehensive sample of stores. The current
monthly estimates of consumer credit outstand-
ing are based on reports from about 500 stores.
These stores are representative of all 12 Fed-
eral Reserve districts. Approximately 400
stores report both charge and instalment out-
standings and collections, while the remainder
report these figures only for charge accounts.
The sample represents more than two-thirds of
the national total for each type of credit out-
standing. Department store outlets of the large
mail-order companies are not included in this
sample, but are incorporated regularly in con-
solidated reports from such companies.

Each Federal Reserve district reports
monthly totals for instalment and charge ac-
counts receivable and collections of respondent
stores. These data are combined into national
totals weighted by Federal Reserve district.
From the totals for the nation as a whole,
these two figures are calculated: (1) the per-

centage change for the month in accounts
receivable and (2) the ratio of collections
during the month to receivables at the end of
the preceding month. (Weights based on 1948
Census data are up-dated regularly to reflect
changes in the relative importance of each
Federal Reserve district in the total. ) The
percentage change so derived each month is
applied to the estimate for the preceding month
to obtain the estimate of accounts receivable
at the end of the current month. Weighted
collection ratios are applied to the amount out-
standing for the preceding month to give an
estimate of repayments. Extensions for the
current month are then derived by subtracting
from outstanding credit at the end of the cur-
rent month the total outstanding at the end of
the preceding month and then adding current
repayments.

Estimates have been adjusted to Census
findings for 1939 and 1948 and in the later
years compared with the results of the Census
annual survey. Since the beginning of the
Census survey program, which the Board
helped to initiate in the early 1950's, the Fed-
eral Reserve estimates of accounts receivable
and those from the Census surveys have cor-
responded so closely that no adjustment has
seemed necessary.

For the 193O's and 1940's the department
store data are adjusted to findings of the
annual Retail Credit Survey conducted by the
Department of Commerce until 1941 and then
by the Federal Reserve through 1951. For the
earlier years of this period as well as for most
of the 1920's, total accounts receivable at
department stores were available from Rolf
Nugent's estimates, which were based on
returns from a national sample of depart-
ment stores. Since the Nugent estimates
covered all general merchandise stores, they
were considerably higher than the combined
charge-account and instalment estimates for
department stores in years when the series
overlapped, but the year-to-year movements
in the two corresponded closely. Therefore,
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percentage changes in the Nugent series were
used to carry estimates of total department
store receivables back to 1923. Percentage
changes were used also to develop figures for
total receivables in the 1919-22 period, but
these were based on a more limited coverage.

The instalment portion of accounts receiv-
able at department stores had been estimated
for the years 1925-40 by Duncan Holthausen
using data from the Federal Reserve together
with information from the Department of
Commerce, the National Bureau of Economic
Research, and retail trade associations. Dur-
ing 1928 and 1929, the earliest years for
which separate figures for both charge and
instalment accounts receivable were available,
charge accounts constituted the bulk of the
total. The proportion of total credit trans-
acted on an instalment basis was extremely
small at that time, but it was increasing. The
estimated division of receivables by type for
the period up to 1928 took into account both
the upward trend in instalment credit and the
effects of changing economic conditions on
the use of each type of credit.

After the division of accounts receivable be-
tween charge and instalment had been made,
the year-to-year changes in estimated charge
accounts receivable were compared with
changes in early Federal Reserve estimates of
department store sales. A high degree of
correlation existed between the two. Compari-
son with fragmentary information for that
period indicates that the estimating error is
probably small.

Mall-order companies Although charge ac-
counts receivable at mail-order companies are
reported separately only for benchmark dates,
the instalment balances and collections on these
balances have been reported monthly since
1929 by the four large companies. These
instalment balances account for virtually all
of the mail-order company receivables.

Currently totals for amounts outstanding and
collected are reported separately by these com-
panies for each type of holder; that is, separate

figures are shown for the amount held by the
parent company, that sold to banks, and that
transferred to sales finance companies, includ-
ing subsidiaries. These data are not shown
separately in the materials published by the
Board but are combined with corresponding
estimates for department stores, banks, and
finance companies, respectively. Extensions for
each type of holder are derived by adding cur-
rent repayments to the change in outstandings
recorded during the current month.

Historically figures for instalment credit out-
standing at mail-order companies are avail-
able from several sources. Rolf Nugent pub-
lished year-end figures for the years 1923-37
together with percentage changes for earlier
years. Instalment receivables also have been in-
cluded in Moody's Industrial Manual; how-
ever, these figures are less meaningful because
for several years in the early 1920's they in-
cluded such items as real estate mortgage loans
and employee loans in reported totals for
customer accounts receivable.

Furniture stores. Current monthly estimates
of accounts receivable at furniture stores are
based on reports of nearly 450 stores through-
out the United States, which provide figures
on both instalment and charge accounts out-
standing and collected. Reporting stores ac-
count for approximately one-eighth of all in-
stalment accounts receivable held by stores
of this type.

Instalment credit outstanding at all furniture
stores is estimated as follows: percentage
changes in the sample data by Federal Reserve
districts are combined into a weighted percent-
age change for the United States. The weights
used were derived from a special Census tabu-
lation by Federal Reserve districts as of the
end of 1948. The percentage change is ap-
plied to the preceding figure for instalment
credit. Then for sample stores, district ratios
of collections during the month to accounts
receivable at the end of the preceding month
are combined similarly to obtain a weighted
total ratio for collections. An estimate of re-
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payments is obtained by applying this weighted
collection ratio to the estimated total outstand-
ing at the preceding month-end. Extensions
for the current month are then derived by sub-
tracting from outstanding credit at the end of
the current month the preceding month's out-
standing credit and then adding repayments
for the current month.

Estimates of instalment credit outstanding
are adjusted regularly to end-of-year figures
from the Census Survey of Retail Trade. Other
benchmark data for the monthly furniture store
series were provided by the 1939 Census and
by the Retail Credit Survey through 1951.8

The Survey respondents held about one-fourth
of the instalment receivables of all furniture
stores.

A small adjustment is made in the bench-
mark for consumer credit arising from instal-
ment sales to consumers by wholesalers. Non-
consumer transactions on instalment credit at
retail furniture stores are too small to require
adjustment.

The series as constructed goes back to
December 1939 on a monthly basis. The year-
end estimates for 1919-38 are extrapolations
based on Rolf Nugent's aggregates for 1923-38
and his estimates of annual percentage changes
for prior years.

The instalment component of total credit at
furniture stores was estimated for 1926-38
using Retail Credit Survey data as adjusted
(and extended back from 1928 to 1926)
jointly by the Department of Commerce
and the National Bureau of Economic Re-
search.9 These estimates include paper sold as
well as that retained by the dealer, but this
seems of little consequence since data from
the Retail Credit Survey and from the Census,
as well as information from sales finance com-
pany reports covering a long period, indicate

that furniture stores sold little paper to finan-
cial institutions.

For 1919-25 instalment credit was estimated
as a percentage of total credit, the trend in
this percentage being extrapolated back from
1926-38 with the aid of Seligman's separate
figures for instalment and charge credit at furni-
ture stores in 192310 and Ayres' 1923 and 1925
totals for the instalment component.11

Charge-account credit was then estimated
as a residual for this 1919-38 period, the re-
sults being checked against the movement
shown by Raymond Goldsmith's estimates of
expenditures of nonfarm individuals for house-
hold goods.12

Household appliance stores. Estimates of
instalment accounts receivable and collections
of household appliance stores are based on
monthly reports of some 50 stores represent-
ing about 10 per cent of all instalment ac-
counts receivable in this category. Benchmark
data for this series, as for furniture stores, are
derived from Census data and from Retail
Credit Surveys. In most of the Survey years
some 2,000 household appliance stores re-
ported, providing instalment receivables cover-
age of about 25 per cent of the national total.

Current monthly estimates are derived by
applying to the preceding month-end estimate
for credit outstanding a weighted percentage
change figure. As in the furniture stores series,
percentage changes in the sample data by Fed-
eral Reserve district are weighted to obtain a
national figure. Monthly collection ratios (in-
stalment collections as a percentage of the
end of preceding month's instalment receiv-
ables) for the sample are applied to estimated
total instalment accounts receivable to obtain
monthly aggregates for collections. Estimates
of credit extended are derived by subtracting

8 Conducted by the Department of Commerce during the
period 1928-41 and by the Federal Reserve thereafter.

9 Duncan McC. Holthausen, The Volume of Consumer In-
stalment Credit, 1929-38 (National Bureau of Economic Re-
search, 1940).

10 E. R. A. Seligman, The Economics of Instalment Selling,
Vol. I (Harper and Brothers, 1927).

11 Milan V. Ayres, Instalment Selling and Its Financing (a
pamphlet, Third National Automotive Financing Conference,
The National Association of Finance Companies, Chicago,
November 15-16, 1926).

12 Raymond W. Goldsmith, A Study of Saving in the United
States, Vol. I (Princeton University Press, 1955).
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from outstanding credit at the end of the cur-
rent month the preceding month's outstanding
credit and then adding repayments for the
current month. The current monthly series for
appliance stores is adjusted by the straight-line
method to Census data for year-end instalment
accounts receivable.

The estimates of instalment accounts receiv-
able for years prior to 1940 were derived in
part from data in the Retail Credit Survey and
in part from Nugent's series for utility-oper-
ated and other household equipment stores.
This distinction by type of store was not made
in estimates from 1939 forward, or in estimates
for earlier years made by Ayres, Seligman, and
the National Bureau of Economic Research,
or in any of the Retail Credit Survey data. The
method of estimation for the period before
1940 was the same as that described for furni-
ture stores.

In estimating consumer instalment credit
for the 1930's and 1940's, the National Bureau
of Economic Research and the Department of
Commerce included in the estimated holdings
of appliance dealers both the amounts held by
dealers and the amounts sold to financial
institutions. Household appliance stores gen-
erally sell a larger proportion of their paper to
financial institutions than do other kinds of
nonautomotive retailers. The Retail Credit
Survey for several years and, for some over-
lapping and earlier years, Nugent's estimates
of intermediary financing provided data for
allocating to financial institutions that portion
of the paper that appliance stores had origi-
nated and then sold.

All other retail stores. The Federal Reserve
does not collect monthly data for instalment
credit held by the remaining kinds of retail
stores. However, it does prepare monthly esti-
mates for automobile dealers, even though they
customarily hold only a small fraction of the
instalment paper they originate, and for "other
retail outlets," a group that represents seven
other types of retail trade: jewelry stores;
lumber, building, hardware dealers; apparel

stores; automobile tire and accessory stores;
gasoline service stations; general merchandise
stores; and all other retailers. Estimates of
the amount outstanding for these two group-
ings (with no breakdown for the components
of "other retail outlets") are published monthly
in the Federal Reserve Bulletin and on the
"Consumer Credit" release (G.19). Estimates
for credit held by automobile dealers are based
on end-of-month estimates of the Bureau of
the Census for dealer-held receivables. For
the most recent months, estimates are based
on the changes in automobile paper outstand-
ing at financial institutions; later they are ad-
justed to the Census data. For the period be-
fore 1961 a ratio-to-weighted-sales method was
used for estimating outstandings between
benchmark dates; this method is described
below.

Credit extended by automobile dealers is
estimated by reference to the amounts of
credit they hold, using the month-to-month
relationships of automobile credit extended to
that held by banks, finance companies, and
other nonretail groups. Repayments are com-
puted by subtracting outstanding credit at the
end of the current month from the amount
outstanding at the preceding month-end and
then adding current extensions. For the 1930's
and 1940's the annual Retail Credit Survey
provided benchmark information for automo-
bile dealers.

Current benchmark data for each of the re-
maining major types of retail instalment credit,
which make up the "other retail outlet" group,
are derived from year-end Census figures for
instalment accounts receivable. These have
been interpolated and extrapolated by indica-
tor series based on lagged sales. The sales data
used are those reported by the Census Bureau
each month. The lag patterns are of the
form :

iSo , ( n - 1)S,

( n - 2 ) S _ , ( n - 3 ) S - 3
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Where
Reco is the indicator of receivables at the end
of the given month,
n is the average number of full months given
buyers to pay for credit purchases in the par-
ticular line of business, and
S is sales during the month.

A more concise expression of this formula is:

Reco = / (-i

where S_i is sales in ith month preceding period.
For example, if a dealer's instalment con-

tracts averaged 5 months to maturity (assumed
to be paid exactly on schedule), his receivables
for any particular month would be composed
of all of the most recent month's instalment
credit granted, four-fifths of the amount for
the previous month, three-fifths for the second
previous month, and so forth. This suggests
that, in this case, the most reasonable relation-
ship between receivables and sales would be
one that made the receivables of any given
month a function of the previous 5 months'
sales (the number of months equal to average

maturity of instalment contracts) weighted
successively 5,4,3,2, and 1, beginning with the
most recent month.

The values of n used for each line of busi-
ness are those found empirically to minimize
the error in movement of the indicator series
from one benchmark to the next.

Sources for benchmark data prior to 1940
are the same as those for household appliance
stores.

Extensions and repayments for these retailers
have not been reported monthly to either the
Bureau of the Census or the Federal Reserve.
Census data for 1939 and 1948 permitted
derivation of an average collection ratio for
each component. A relationship of these ratios
to the collection pattern shown by the Federal
Reserve sample of department stores was
established for each of the seven groups. These
relationships, adjusted from time to time for
differences in certain credit patterns, have been
used with the currently reported department
store data to estimate repayments relative to
outstandings and to derive instalment exten-
sions of the "all other retail" group.

ESTIMATES OF NONINSTALMENT CREDIT

Consumer noninstalment credit represents
obligations of consumers scheduled to be re-
tired in a single payment. This ordinarily takes
the form of open-account transactions, with
payment due upon billing.

Noninstalment credit is divided into three
classes: single-payment loans, charge accounts,
and service credit. Single-payment loans are
held primarily by commercial banks, while
charge accounts and service credit are owed
to a variety of establishments and professional
practitioners.

SINGLE-PAYMENT LOANS

Monthly estimates of single-payment loans at
commercial banks are based on sample data

collected by the Federal Reserve Banks. As
of June 1963 the sample included about 375
banks, accounting for approximately one-
fourth of all single-payment loans held by
commercial banks.

Monthly estimates of single-payment loans
are adjusted to benchmark totals by the
straight-line method. These benchmarks—like
those for bank-held instalment credit—are ob-
tained from the regular reports of condition
made to supervisory agencies by all commer-
cial banks.

According to a 1952 survey covering about
8,700 such loans in 180 commercial banks,
about one-half of the volume of all single-
payment loans made by commercial banks to
individuals are for nonconsumer purposes.
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