
are usually written into the contract on a dis-
count or add-on basis. The inclusion of insur-
ance charges is already of importance in the
case of automobile instalment credit and is
becoming more significant for other types of
credit.

In addition, the figures on instalment credit
extended and repaid include loans to refinance
or consolidate other instalment obligations or
to renew existing loans. These items simul-
taneously add to credit extended and credit
repaid, without having any effect on the
amount outstanding, apart from small differ-
ences in total financing charges. The exact
amount of such refinancing is not known, but
it is large enough to affect comparison of
extensions and of repayments with such other
aggregates as disposable personal income or
consumer purchases of goods and services.
Renewals and refinancing occur most fre-
quently in the personal instalment loan
category, and they often provide the occasion
for extension of new credit as well. They are
perhaps somewhat less common in the case of
automobile loans, although no longer ago than
1955 one-fifth of all credit buyers of new cars
still owed money on the cars that they were
trading in.5

The inclusion of these various items in the
estimates of instalment credit extended and
repaid probably causes no serious difficulty for
many analytical purposes. Most of the time

the broad movements of credit extended and
repaid would not appear significantly different
if financing and insurance charges and loan
renewals were excluded.

Comparisons with certain other economic
measures are complicated, however, by such
characteristics of the data. For example, for
the purpose of measuring the role of instal-
ment credit extensions in financing the pur-
chase of automobiles, adjustments would be
required to eliminate renewals and refinancing
from the series for extensions. Adjustments
also would be required in the estimates of con-
sumption expenditures for automobiles, as pub-
lished by the Department of Commerce in the
annual gross national product accounts. These
estimates are intended to measure only current
production and to exclude transfers of exist-
ing goods. Consequently, sales of used cars
are not included, but the dealers' margins on
such sales are included. Furthermore, in the
Commerce series the estimates for automobile
expenditures exclude some of the accessories
purchased with new cars. Expenditures for
these items are included instead in a separate
series for expenditures on automobile parts
and accessories. Finally, the adjustment that is
made to eliminate business credit from the esti-
mates of instalment credit extended differs
from the adjustment made by the Department
of Commerce to eliminate business purchases
from the consumption expenditure estimates.

ESTIMATES OF INSTALMENT CREDIT

The estimates for instalment credit center
around a set of national figures on the amounts
of such credit outstanding, extended, and re-
paid. For noninstalment credit, on the other
hand, the only estimates are those for outstand-
ing balances.

5 Consumer Instalment Credit, Part IV, "Financing New Car
Purchases" (Board of Governors of the Federal Reserve
System, 1957).

Estimates for instalment credit are made by
type of credit for each major holder group—
commercial banks, sales finance companies,
other financial institutions, and retail outlets.
Inasmuch as the series are built up from the
parts to the whole, and there are differences
among the holder groups in the sources of
data and the methods of estimation, the va-
rious holder groups will be considered in turn.
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