
Financing Pleasure Boats
District Banks Help Finance Family Fun

Fleets of sea-worthy craft manned by weekend admirals 
and their family crews have invaded the waterways of 
America. Boat builders estimate that 28 million persons 
participated in recreational boating more than once or 
twice last year and spent over 1.2 billion dollars on the 
sport. Nearly 6 million of these boating enthusiasts ac
tually owned pleasure boats, compared with 5 million 
in 1953 and 4 million in 1947. The number of boats 
churning the waters of our country has grown since 1946 
at a rate almost twice as fast as the number of cars on our 
highways.

In our own Sixth District states an estimated 200 
million dollars was spent on pleasure boating last year. 
This is more than was spent for all the new television 
sets bought during 1956. District residents, it appears, 
have been taking full advantage of the ever-growing 
number of man-made lakes suitable for boating. In the 
last ten years, the Corps of Army Engineers alone added 
over 300,000 acres of boating waters in the Southeast.

Rising incomes have been one reason for such growth. 
A second reason has been a change in the class of 
people interested in boating. Not too many years ago 
boating, or yachting, as it was called then, was a sport 
that only millionaires, who owned ocean-going craft and 
maintained paid crews, could afford. Today, boating is 
a form of relaxation that the whole family can share in. 
It is usually referred to as pleasure boating, for pleasure 
is what cruisers, runabouts, sail boats, and dinghys with 
outboard motors provide for the families that own them.

A third and perhaps the most important reason for the 
growth is that boat manufacturers have developed in
genious mass production methods which enable them 
to price attractive craft within the means of the average 
family. Finally, banks and other financial institutions are 
contributing significantly to the growth of boating by their 
willingness to lend money to boat buyers on instalment 
terms. Slightly over half of the boats, motors, and trailers 
bought today are paid for over a 24-month period.

Financing of pleasure boats is the principal concern 
of this article. District bankers have an estimated 6 million 
dollars outstanding in support of recreational boating. Be
cause the field is still growing and shows promise of even 
greater growth in the future, information on the credit 
needs and practices of the boating industry in our region 
should prove helpful to those immediately concerned, es
pecially bankers who may be called upon to furnish 
such credit.

Survey Findings
To determine the extent to which and the manner in which 
banks have moved into boat financing, this Bank con
ducted a survey of commercial banks in this area. During 
June, some 135 bankers throughout the Southeast received 
questionnaires, and over 125 of them responded. This 
excellent response is in itself witness to the interest in 
boat financing.

Approximately two-thirds of the banks replied that they 
do finance pleasure boats. The average banker, however, 
has been in the field for a fairly short time, less than four 
years. He entered the field to satisfy demands of his cus
tomers and boat dealers. Banks in large cities are much 
more active in boat financing than those in small towns, 
probably because of the higher per-capita income in 
larger cities and the larger volume of business available 
from metropolitan boat dealers.

Boat financing accounts for a small but growing pro
portion of total consumer instalment paper outstanding at 
District banks. Judging from the banks surveyed, it comes 
to not more than 2 percent of instalment loans. There are 
a few banks, however, where such financing looms larger. 
Two banks located near man-made lakes in Georgia, for 
example, reported that over 7 percent of their instalment 
loans was in boat paper. Both institutions called these 
loans a “good source of income.” Another banker re
marked, “Boat financing is in a stage of development 
similar to that of television several years ago. This will 
become most apparent where natural facilities encourage 
the use of boats.”

Typical Terms
Bankers continue to be a cautious breed. Most institutions, 
upon entering the pleasure boating field, offer conservative 
terms and agreements to their customers and dealers. The 
average banker secures a down payment of between 25 
and 33 percent on his boat loans and allows his cus
tomers between 19 and 24 months to pay off the balance. 
Under such terms, a 2,000 dollar rig, boat, motor, and 
trailer, would cost the buyer about 70 dollars a month. 
The interest charge is usually between 6 and 8 percent. A 
number of bankers reported terms longer than 24 months. 
Loans extended through boat dealers tended to be slightly 
more liberal than direct loans, probably because of re
course agreements with retailers.
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Interestingly, terms were most liberal in Florida, where 
pleasure boating has been popular for a considerably 
longer period than in other District states. Several South 
Florida banks listed maturities of 36 months and down 
payments of between 10 and 19 percent as their usual 
practice.

Lenders active in boat financing for more than a year 
were asked, “Have terms changed in any way in the past 
year?” Three-quarters of those replying indicated there 
had been no change; the remaining 25 percent referred to 
an easing of terms in recent months. Competition from 
other banks and favorable loss experience were given as 
reasons for the easing. Considerable variation in terms 
appears by market areas. Banks in tropical Florida typical
ly finance pleasure craft for 36-month periods; those in 
TV A lake territory extend credit for 24 months. None 
of the banks noted any tightening of terms because of 
restrictive monetary policy or a shortage of funds.

Low Losses
The loss and repossession experience of bankers proved to 
be a highlight of the survey. When asked, “What has been 
your repossession experience?” 45 percent of the institu
tions answered, “No repossessions.” The others, all of 
whom reported only nominal repossessions, apparently 
were able to work out the defaults satisfactorily, for most 
of them reported, “No losses.” Not one banker mentioned 
losses as a problem.

Because boats are considered luxury items, the average 
banker is probably more exacting in the credit standards 
he sets for borrowers. In addition, boat dealers have not 
been able to put as much pressure on bankers screening 
credit applications as volume-conscious automobile deal
ers have. As one banker states, “Boat paper is easily ap
proved or rejected with no ‘backlash,’ unlike the situation 
with auto paper.”

Dealer Agreements
How about bank-dealer agreements? It appears that they 
are still in the early stages of development. Only about 
half of the banks active in retail financing do any floor 
plan or inventory financing for dealers. Activity in this 
field probably will continue to increase as banks do 
more business with dealers and come to a greater realiza
tion of their financial needs. As a rule, if a banker expects 
to obtain durable goods paper in satisfactory volume and 
of desirable quality, he must be willing to help his dealer 
finance inventory. Such financing is especially important 
in the boating field for three reasons: (1) Financing plans 
on the part of manufacturers are practically non-existent. 
(2) The business is highly seasonal and inventories must 
usually be built prior to the selling season. (3) The style 
factor has become important, and the dealer who is able 
to show the actual boat to a customer enjoys a definite 
sales advantage.

Floor plan terms typically are an advance of 90 percent 
of invoice for 90 days, renewable in three 30-day periods 
with a 10-percent reduction at the time of each renewal. 
The interest charge is usually 6 percent simple interest.

Full recourse agreements, giving the banker the right 
to return any finance contract to the dealer, are the most

common type of dealer arrangement. Almost 90 percent 
of the banker-dealer agreements were of this type. In 1 
automobile financing the practice is somewhat different, j 
Generally, bankers and new car dealers have agreements 
limiting the liability of the dealer to a specific percentage 
of the finance contract, usually 10 percent. If no reposses
sions or losses occur, or if they are nominal, part of the 
reserve is “kicked back” to the dealer. Funds accumulated | 
in this manner are placed in a special account called the , 
dealer reserve. Non-recourse agreements are also fairly 
common.

Boat dealers have been unable to secure more liberal 
arrangements from bankers for a number of reasons. 
Most important, the typical boat dealer today is a rela
tively recent entry to the retailing scene; he does not have 
the financial resources and credit standing in his com
munity enjoyed by the automobile dealer.

Financing Problems of Dealers
Financing is the primary problem in selling, so say boat 
and motor manufacturers and their dealers. A number of 
Atlanta dealers tell us that at least 75 percent of their j 
boat sales are on credit terms. The sales manager of a 
major Florida boat manufacturer states he spends more 
time trying to arrange retail and wholesale financing for 
his dealers than selling boats. Several sales finance and 
consumer finance companies recently began to show con
siderable interest in underwriting sales of pleasure craft, i 
Possibly, they recognize the parallel between the financing ! 
problems of the pleasure boating business today and those 
of the automobile business of the early 1920’s. Some 
finance companies have already made arrangements with 
manufacturers to finance their boats and motors on a 
national scale. Other companies are using selected dealers 
in the Southeast to test the feasibility of boat financing.

Looking Toward the Future
A recent market survey conducted by the Outboard Boat 
Club of America revealed why folks buy outboard boats. 
The fisherman has always been the principal user of such 
equipment. Now cruising and water skiing as family sports 
are becoming quite popular. In Georgia, boat purchases 
for family use rose from 11 percent in 1954 to 24 percent 
in 1956; in Tennessee they grew from 5 percent to 16 
percent, and in Alabama from 7 percent to 16 percent. 
Such growing markets in our “inland states” bespeak a 
promising future for pleasure boating in the Southeast.

The luxuries of one generation often become the neces
sities of the next. The automobile, electric lights, auto
matic heating, the electric kitchen and laundry are just 
a few examples. Boating was once the exclusive pleasure 
of the rich man. Today it is enjoyed by many. District 
bankers, fully aware of such trends, have taken steps 
both to share and assist in the development of America’s 
newest family sport, recreational boating. In doing so, 
they are also furthering the development of a growing 
group of this region’s small businesses. A careful study 
of the area as a potential outlet for instalment funds 
seems particularly justified in those parts of the Sixth 
District where man-made lakes are now being developed.

L e o n  T. K e n d a l l
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