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APPENDIX D 

M e t h o d s o f E s t i m a t e a n d 
L i m i t a t i o n s o f t h e D a t a 

IN THE development of the quantitative measures of consumer instal

ment credit which have been presented in this study we have employed 

two general methods - one for the retail group estimates and the 

other for the cash loan estimates. Because of the diversity of the 

source material within each of these two major categories, moreover, 

it has been necessary to introduce certain deviations from the gen

eral methods in the compilation of individual series. The following 

exposition, therefore, seeks not only to set forth the principal 

procedures used for the two major fields of instalment credit, but 

also to explain how those methods were modified in several instances 

in order that they might be adjusted to the peculiarities and limi

tations of the data at hand. 

A. RETAIL INSTALMENT CREDIT 

General Procedure 

The procedure —' outlined below was employed in the construction of 

the estimates for the five principal types of establishments comprising 

1/ The steps in procedure sketched in this general outline must not 
be considered to apply rigidly to all fields in the retail group. Be
cause the data on automobile sales were derived from a special source, 
the method in this case differed in several respects from that de
scribed in the general outline. Estimates for *all other* stores are 
annual only, and the method for developing this series likewise dif
fered widely from that for the five principal retail categories* These 
deviations are discussed in detail at a later point. 
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the retail group: dealers in new and used passenger automobiles, and 

department, furniture, household appliance and jewelry stores. 

1, Annual total retail sales series were obtained for 
each of the five principal types of retail establish
ments* 

2* The percent of total sales made on an instalment 
basis by each type of establishment was calculated* 

3# The annual retail sales series were multiplied by the 
percent of retail sales made on instalment to produce 
annual series of instalment sales. These sales were 
considered to represent the amount of instalment 
credit granted. 

4. The instalment sales, or amounts of credit granted, 
were then distributed on a monthly basis for each year 
covered* 

5. The average duration of indebtedness in months was 
computed for each retail field. 

6. The size of monthly payment for each amount of credit 
granted was derived through division of the amount of 
credit granted in each month of one year by the aver
age duration of indebtedness (in months) for that 
year. 

7. The amount of repayments made in each month was calcu
lated by addition of the monthly payments due in a 
given month on all unliquidated credit grants of pre
vious months. 

8. Outstandings were estimated by subtraction of total 
repayments from total credit granted. 

Characteristics and Limitations of the Data 

As we have already indicated, differences in the characteristics of 

source materials necessitated certain additional steps in procedure* 

These deviations we shall describe at this point, before we treat in 

separate detail each of the six fields of retail credit covered in 

this study. 
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Annual retail sales series of four types of retail establish** 

ments - department, furniture, household appliance and jewelry stores 

- were obtained from the Census of Business «=r for the censal years 

1929, 1933 and 1935, and from Department of Commerce 5/ estimates for 

interoensal years. Series on instalment sales as a percentage of total 

s^les for these four groups were worked up, with the 1935 Census in

stalment sales percentages used as bases, from the trend shown in the 

annual Retail Credit Surveys -/ covering the years 1925-27 and 1929-38* 

The total instalment sales of each of these four types of retail es

tablishments were computed through multiplication of their retail sales 

estimates by the percent of their total sales made on instalment in 

each year. 

Monthly instalment sales series were constructed as follows: 

the estimated annual total instalment sales series were distributed 

monthly according to the sales of similar trade samples reporting to 

the Retail Credit Survey for most recent years; additional compilations 

2/ Census of Business, Bureau of the Census, Department of Commerce, 

J3/ Market Data Section, Marketing Research Division, Bureau of For
eign and Domestic Commerce, Department of Commerce» 

4/ The Retail Credit Survey is an annual publication of the Credit 
Analysis Unit, Bureau of Foreign and Domestic Commerce, Department of 
Commerce. Bach Retail Credit Survey reports the operation of an iden
tical number of stores over a two-year period. Stores are separated 
according to type of business, i.e., furniture$ jewelry, household ap
pliance , etc. Using the figures relating to the percent sold on in
stalment, we calculated the increase or decrease in these percentage 
figures over a two-year period for identical stores, then worked back
ward and forward to apply the calculated results to the 1935 Census of 
Business instalment sales percentages as a base (Census of Business? 
1935, vol. VI, p. 11). Thus the magnitude of the series is governed 
by the 1935 Census of Business figure for each of the trades mentioned, 
and the trend of the series is that exhibited by the Retail Credit 
Survey reports. 
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were obtained through the use of rough seasonals, calculated from 

Federal Reserve Board data, retail association data, and other mis

cellaneous sources. These sample data employed for the calculation 

of monthly estimates of instalment sales varied in sales coverage and 

in geographic representativeness, and some of them are naturally sub

ject to the errors inherent in any sampling process. 

The estimated series on instalment sales which we have just de

scribed were considered to represent the actual amount of credit 

granted by each of the four types of retail establishments with which 

we are here concerned* There was little accurate information on aver

age down payments and finance charges for the instalment sales of 

these four retail groups; and since amounts of instalment sales and 

amounts of credit granted are approximately equal for these groups, 

it was decided that the instalment sale might be regarded as the 

actual amount of credit granted.-/ 

5/ Where average down payments are 10 percent or less, and average 
lengths of contract 18 months or more with typical financing charges, 
the cash selling price of an article sold on instalment (i#e«, be
fore deduction of down payment) would very likely be equal to or less 
than the amount of credit granted. This observation is particularly 
applicable to instalment sales by furniture and household appliance 
stores. For department and jewelry stores, however, the average con
tract duration is shorter; in such cases the cash price of the in
stalment sale is greater than the amount of credit granted. Thus the 
estimates for department and jewelry stores are biased upward to some 
extent, and those for furniture and household appliance stores down
ward. The bias is not likely to be more than 4 percent either way 
for any individual series. When totals are made of the four groups, 
these biases are largely offset. For further discussion of this 
point, see National Bureau of Economic Research (Financial Research 
Program), Government Agencies of Consumer Instalment Credit, by 
J. D# Ooppock (ms. 1939) Chapter VX9 p. 9. 
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Average durations of instalment indebtedness for every year 

were then estimated for each type of establishment. These estimates 

were computed from yearly collection percentages -' reported to the 

Retail Credit Survey; the 1937 and 1938 collection percentages, ex

cluding down payments taken from the 1938 Retail Credit Survey, were 

used as bases. Working backward, and using link relatives calculated 

from collection percentages of surveys of the years preceding, we es

timated collection percentages for 1929 through 1936. Through use of 

the formula n * _J2 - 1, figures on duration of indebtedness were then 

computed/-* Corresponding figures for 1925, 1926, 1927 and 1928 for 

all retail outlets were extrapolations based upon available data. For 

furniture and household appliance stores, a two-year forward moving 

average was applied to the durations of indebtedness estimated by the 

regular formula, since collection percentages indicating contracts ex

tending over 18 months or more are attributable predominantly to con

tracts granted in the previous year. In these estimates for department 

6/ The yearly collection percentage is the sum of the instalment col
lections during each month of the year divided by the sum pt the in
stalment amounts outstanding as of the first of each month in that 
year* 

7/ n - duration of indebtedness in months; cr • collection ratio. 

Figures on duration of indebtedness computed from collection ra
tios by this formula constitute the best available indicators of the 
actual time covered by the paying out of instalment accounts in these 
four retail classifications. However, the use of collection percent
ages in such computation has its limitations as well* If we assume 
no change in collection conditions or length of indebtedness, we may 
conclude that a sharp rise in sales will cause a drop in the collec
tion ratio, while a sharp drop in sales will produce a rise in the 
collection ratio. This limitation has been largely offset through the 
use of annual collection ratios. 
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stores, furniture stores, household appliance stores, and jewelry 

stores, the actual duration of indebtedness, or npaying outn time, 

M S accounted for largely by computation from annual collection ra

tios. Such ratios showed the annual effects, in statistical terms, 

of prepayments, delinquencies, renewals, and repossessions upon the 

volume of repayments and outstandings. The series did not reflect, 

however, fortuitous monthly occurrences affecting the repayments and 

outstandings columns. Having computed the durations of indebtedness 

for these four retail groups, we then applied these figures to the 

monthly amounts of credit granted in corresponding years to calculate 

outstandings, repayments and net credit change. The procedure em

ployed in this calculation was developed at the National Bureau. 

To simplify the explanation of the method used for calculating 

outstandings, let us assume a "paying-out" period of 12 months for a 

given number of credit grants. Each monthly credit grant would then 

be divided by 12 to produce the monthly payment due for the 12 months 

following the extension of that particular amount of credit. In order 

to compute outstandings as of the end of the first year, for example, 

We totaled the credit grants for the 12-month period and deducted from 

that sum the amount of payments made during the last eleven months on 

credit extensions of that year. After the first outstandings estimate 

was made, we calculated successive month-end outstandings as follows* 

we obtained the difference between credit granted and repayments made 

in a given month; if this difference was positive, we added the amount 

of grants in excess of repayments to the outstandings for the pre

ceding month; but if it was negative, we subtracted the decrease from 

the outstandings of the preceding month* 
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We used a breakdown of the average durations of indebtedness in 

order to take account in our estimates of the short and long maturi

ties which go to make up the average. Thus durations of indebtedness 

were split into 12*- and 24-month series for some groups, and into 12-

and 30-month series for others. If an average duration of indebted

ness were 18 months under the 12- and 24-month series, 50 percent of 

the credit grants in that year would run for 12 months, and 50 percent 

for 24 months. Under a 12- and 30-month series, 67 percent of the 

credit extensions would run for 12 monthst and. 33 for 30 months. Out

standings, repayments, and net credit change were calculated in the 

same manner as that described in the preceding paragraph, except that 

the 12- and 24-month series or 12- and 30-jnonth series for these items 

8/ 

were summed up for each month*-' 

For automobile dealers, the estimates of retail sales were those 

supplied by the Automobile Manufacturers* Association and covering 

the number of new passenger cars sold each year. Likewise from the 

Associations figures the ratio ^used cars sold as a percent of new 

cars soldniS/ was obtained and then employed for a calculation of the 

8/ The department store and jewelry store series were worked up on 
the basis of 12- and 24-month distributions; 12- and 30-month dis
tributions were used for household appliance and furniture store 
series. 

9/ See Automobile Facts and Figures (1939), a publication of the Auto
mobile Manufacturers* Association. The Association^ estimates of 
new cars sold are based upon reports collected monthly on new car 
sales of the dealers connected with each automobile manufacturing com
pany. 

,10/ See Composite Experience of Sales Finance Companies and Automo
bile Dealers (1959), a publication of the National Association of 
Sales Finance Companies. 
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number of used cars sold, The next step was to multiply the number 

of new cars and the number of usod cars sold each year by the percent 

of each type sold on an instalment basis,—-» a process which yielded 

the number of nev; and used cars sold on instalment • Series on the 

ntjmbor of nev/ and used cars sold on instalment each month were then 

computed as follows: the number of each type financed during a year 

was distributed by months to conform to the number of new and used 

cars financed monthly during the same year by approximately 456 sales 

finance companies importing to the Bureau of the Census, Department 

12/ 
of Commerce •~l The total numbers of new and used cars financed each 

month were then multiplied by the average amount of note 
13/ 

in cor

responding months for both new and used cars as reported by the same 

sales finance companies. The summation of these two products for each 

month produced the total amounts of actual credit granted per month 

on new and usod automobiles» 
11/ Instalment percentages were reported in Composite Experience of 
Sales Finance Companies and Automobile Dealers, These figures were 
taken from annual surreys made by the National Automobile. Dealers 
Association, It is to be noted that these instalment percentages 
agree closely with those reported by General Motors Acceptance Cor
poration^ 

12/ See Automobile Financing, Bureau of the Census, Department of 
Commerce. Approximately 456 companies reported from 1933 through 
1938, In 1932, 313 companies reported, and from 1928 through 1931, 
356 companies• 

13/ Amount of note is the instalment sale price minus down payment 
plus financing and insurance charges. In the case of used automo
biles, the average amounts of note were reduced 10 percent at the 
suggestion of several persons with long experience in the sales fi
nance field* It is the practice of most sales finance companies to 
buy only the better used-car paper, so that an average figure from 
their used-car records would not be altogether typical. 
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Maturities in the automobile group were calculated from the fig

ures of three large sales finance companies. These figures referred 

to the actual length of contract granted. For outstandings and repay

ments the average length of contract for cars bought on instalment was 

applied to the monthly amounts of credit granted. From this point the 

procedure was the same as that described above with reference to repay

ments and outstandings of the other four types of retail establishments; 

Since the length of contract granted in automobile transactions refers 

to the number of months specified at the time of the sale, the actual 

time consumed in the paying off of instalment obligations was not ac

counted for in the automobile dealer series. The statistical effects 

of prepayments of instalment accounts, renewals of notes, delinquencies 

and repossessions are therefore not reflected in the repayments and 

outstandings columns of the automobile dealer series. Presumably there 

would be a tendency for the estimated outstandings to acquire a down

ward bias when actual delinquencies and renewals exceeded prepayments, 

and an upward bias when prepayments exceeded delinquencies and renew

als. 

Since the source data for the series covering all types of re

tail establishments made no allowances for purchases of instalment 

paper from retailers by sales finance companies or other agencies, 

the estimated outstandings must be regarded as the total amount of 

consumer instalment debt arising from instalment sales by retailers. 

The total outstandings are not to be considered the instalment re

ceivables of these retailers alone; they are also the receivables of 

sales finance companies, industrial banking companies, commercial 

banks, and any other agencies which purchase retail instalment paper. 
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The foregoing exposition has covered the basic data and pro

cedures employed in the calculation of the quantitative estimates of 

retail instalment credit for the five principal groups of establish

ments. The remaining discussion of the retail field supplements the 

material just presented. Here divergences in both sources of data 

and method are described for the separate types of establishments 

comprising the entire retail group. 

1. Dealers in New and Used Automobiles (passenger cars only) 

With few exceptions these estimates were calculated according to the 

procedure set forth above. Unit new-car sales data for 1925 through 

1929 were taken from the new-car registration figures prepared by R. L. 

Polk and Company and adjusted according to estimates made by the Auto

mobile Manufacturers' Association. For the period 1925-27, the num

bers of new and used cars financed yearly were distributed according 

to the Polk figures. The average amounts of note in this period were 

assumed to be the same during each month of a year. Since no monthly 

average amount-of-note calculations were available for these three 

years, Milan V. Ayres1 annual estimates were employed. 

2. Department Stores 

Data on total department store retail sales were taken directly from 

the Census for 1929, 1933, and 1935. For non-census years the Federal 

Reserve Board index of department store retail sales was used for es

timates of yearly sales. The instalment sales percentage for 1928 was 

an extrapolation, and the percentages for 1925 through 1927 were based 

14/ See footnote 9, p. 7. 
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on the National Retail Credit Survey published in 1930. For the pe

riods 1929-33, and 1936-38, yearly instalment sales were distributed 

by months according to the monthly instalment experience of department 

store samples reporting to the Retail Credit Survey for these same 

years. For other periods, 1934-35 and 1925-28, we took the Retail 

Credit Survey monthly instalment sales indices for 1929,1930, 1931, 

1932 and 1933 of 33 department stores and computed them as a percent 

of the monthly retail sales indices for these 33 stores during the 

same years. Averages of the percent which these instalment sales in

dices were-of the retail sales indices for each month over the 5-year 

period were then used for multiplication of the monthly Federal Reserve 

retail sales indices in 1925, 1926, 1927, 1928, 1934 and 1935 to pro

duce instalment sales indices for these same years. In the computation 

of all the indices just mentioned, the average month in each year was 

treated as a base (i.e., average month - 100). 

3. Furniture Stores 

Except for censal years, yearly estimates of retail sales by furniture 

stores were worked up from diverse sources. For 1936 through 1938 fig

ures supplied by the Market Data Section were used. For annual sales 

for 1934, and for 1929 through 1932, it was assumed that 57 percent i^/ 

of the furniture-household appliance group sales estimated by the Market 

Data Section for these years were furniture store sales. For 1924, 1927 

and 1928 retail furniture sales were estimated from Federal Reserve 

15/ Fifty-seven percent represents the proportion of total furniture 
and household appliance store sales attributed to furniture stores alone 
in the 1929, 1933 and 1935 Censuses. 
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Board 
16/ 

data on furniture sales of department stores. The 1925 and 

1936 estimates were based upon Retail Credit Survey data. 

Instalment sales for 1936 through 1938 were distributed monthly 

according to indices computed from Retail Credit Survey samples for 

those years. For 1934 and 1935 indices, a procedure similar to that 

used in the department store series was employed. In this case aver

age ratios of monthly instalment sales indices to retail sales indices 

were worked up from a sample of 15 stores reporting retail and instal

ment sales to the Retail Credit Survey for 1929 through 1933. 
17/ 

These 

ratios for each month were used to multiply the retail indices taken 
from National Retail Furniture Association reports 

18/ 

for 1934 and 1935: 

the result was instalment sales indices for these two years. For 1932 

and 1933, ratios were computed which this time showed the average 

monthly relationship between retail sales indices (1934-38) of stores 

reporting to the National Retail Furniture Association 
19/ 

and retail 

16/ In the year 1924, department stores of 7 Federal Reserve districts 
reported departmental sales to their respective Federal Reserve Banks. 
The 7 districts were: Boston, Chicago, Cleveland, Dallas, New York, 
Philadelphia, and San Francisco. For 1927 and 1928, 6 of these dis
tricts reported (Philadelphia was the exception) along with the St. 
Louis and Richmond districts. 

17/ For purposes of convenience, these ratios are termed the average 
monthly variations between instalment and retail sales indices. 

18/ Retail Furniture Store Operating Experiences, Comptrollers1 Divi
sion, National Retail Furniture Association. Annual reports for 1934 
and 1935 were used. 

19/ Ibid. Annual reports for 1936., 1937 and 1938 were used as well. 
Approximately 250 to 300 retail stores were represented in these annual 
reports. Indices of retail sales for 1936, 1937 and 1938 agreed closely 
with furniture retail sales indices for similar years reported by the 
Market Data Section. 
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sales indices of department store furniture sales (1934-38) calculated 

from Federal Reserve Banks _ ' reporting such sales. The Federal Re

serve Banks1 department store furniture sales indices for 1932 and 

1933 were multiplied by these ratios to produce retail sales indices 

for these years. The retail indices so obtained were then adjusted 

in the light of the monthly variation between instalment and retail 

sales indices. 

For the instalment sales indices for 1924 through 1931, we first 

calculated a rough seasonal index of furniture store retail sales from 

monthly indices (1934 through 1938) of stores reporting to the National 

Retail Furniture Association. The procedure was as follows: the per

centage change- in sales of these stores for each year over the previous 

year was worked out and a two-year forward moving average was applied 

to these percentages; dividing the results for each year by 12, we com

puted what was termed the average monthly change in ssles for each year; 

these monthly change percentages we proceeded to multiply by 5j?9 4§, 

3il% 2§, l|, |-, •§•, li|, 2TT, 3ijr, 4f, and 5-g- for January through December 

respectively. Where the monthly change for a year was a decrease, the 

results were subtracted from the first half-year figures and added to 

the last half-year figures. The indices thus estimated for 1934 thrcugh 

1938 were averaged for each month to yield the seasonal index. To this 

seasonal index were added and subtracted the average amounts of monthly 

20/ Approximately 200 department stores from 6 Federal Reserve dis
tricts (Boston, Chicago, Cleveland, New York, Richmond, and San Fran
cisco) reported departmental sales to reserve banks. These data were 
obtained from the International Statistical Bureau. 
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change in retail sales for the years 1924 through 1931 multiplied by 

5i"> 4i"> etc« These average monthly changes were again calculated by a 

two-year forward moving average of the percentage change in sales over 

the previous year. In this case, however, where the monthly change for 

a year was an increase, the results after multiplication were subtracted 

from the seasonal index for the first half-year and added to the season

al index for the last half-year. 
21/ 

Thus retail furniture sales in

dices were compiled for each year of the 1924-31 period. These indices 

were then adjusted for variation between instalment and retail sales 

indices to yield instalment sales indices. 

4. Household Appliance Stores 

Retail sales were obtained directly from Census data for 1929, 1933 and 

1935. Market Data Section estimates of household appliance store sales 

were used for the years following 1935, while for intercensal years 43 

percent of the Market Data Section estimates of the furniture-household 

appliance group sales were employed .î !/ The 1928 retail sales figure 

was an extrapolation, as was also the instalment sales percentage for 

the same year. Instalment sales in 1936, 1937 and 1938 were distributed 

according to the instalment sales of stores reporting to the Retail 

Credit Survey in the same years. For the years 1932 through 1935, aver

age monthly ratios of the Retail Credit Survey instalment indices 

(1936-38) to the Federal Reserve Banks1 indices of department store 

21/ The procedure was reversed where the monthly change was a decrease• 

22/ See footnote 15, p. 11, above. 
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household appliance sales (1936-38)55/ were computed* The monthly in

dices of department store household appliance sales (1932, 1933, 1934 

and 1935) were then multiplied by these ratios to produce instalment 

indices for these years. Instalment indices for 1928, 1929, 1930 and 

1931 were based upon a seasonal index of instalment sales computed 

from instalment indices of the years 1932 through 1938.51/ The season

al index was adjusted on the basis of the monthly Ghange in sales dur

ing each of the four years (1928-31) to yield the instalment indices 

for these years* The 1938 collection percentage reported for household 

appliance stores was adjusted on the basis of collection ratio move

ments for other outlets in order to offset the artificial rise in the 

collection ratio caused by a very rapid decline in household appliance 

sales. 

5. Jewelry Stores 

Census figures were used for retail sales in 1929, 1933 and 1935, 

whereas Market Data Section estimates were relied upon for 1930 through 

1932, 1934, and 1936 through 1938. The 1928 figure was an extrapola

tion, as was the instalment sales percentage for that year. 

Since no reliable sample data were available for jewelry store 

instalment sales, it was necessary to use monthly retail sales indices 

for a distribution of instalment sales on a monthly basis. Basic to 

such a distribution was the assumption that the percentage of retail 

instalment sales remained constant throughout the 12 months of each 

23/ See footnote 20, p. 13. 

24/ The seasonal index was calculated in the same way as was the fur
niture retail sales seasonal index* 
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year* The retail sales indices employed were the calculations of the 

Marketing Research Division, Department of Commerce, for the years 

1936, 1937 and 1938, and those of the International Statistical Bureau 

for the years 1929 through 1935. The 1928 index was arrived at after 

a computation of a seasonal index of retail sales from the indices of 

1929 through 1938 and adjustment of the seasonal index on the basis of 

the average monthly change in sales during 1938. 

6* "All Other" Stores 

In the development of our estimates for "all other" stores, we used 

the retail sales estimates (1929-38) of the Market Data Section for re

tail groups which included our "all other*1 stores. A figure on instal

ment sales of our "all other" stores category (reported in the 1935 

Census) as a percent of total retail sales in 1935 of the Market Data 

Section estimates was calculated. With this 1935 figure as a base, we 

calculated similar percentage figures for 1929-34 and 1936-38 by apply

ing the percentage change from 1935 exhibited by the combined instal

ment sales percentages for the 5 principal types of retail establish

ments. The percentages thus calculated were used as multipliers of 

the Market Data Section sales estimates to produce estimates of in

stalment sales for the "all other" stores group. End-of-year outstand

ings (1929-38) were then estimated as follows: the total of instalment 

sales of "all other" stores in each year was multiplied by the average 

ratios for the same year's outstandings (end-of-year) to instalment 

sales for the 5 principal types of retail establishments. 
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B. CASH LOAN INSTADflENT CREDIT 

General Procedure 

In our estimates of cash loan instalment credit, which were on the 

whole simpler to derive than those of retail instalment credit, we 

have included five types of cash lending agencies - commercial banks 

(personal loan departments), credit unions, industrial banking com

panies, personal finance companies, and unregulated lenders; and also 

total figures, for all lending institutions combined, covering Title I 

loans insured by the Federal Housing Administration (FKA). We have 

developed complete annual data on credit granted, repayments, net 

credit change and outstandings î Y from 1929 through 1938 for all in

stalment loan operations except those of unregulated lenders and those 

insured by IHA. The series for these latter two groups cover net 

credit change and outstandings, from 1929 through 1938 in the case of 

unregulated lenders, and from 1934 through 1938 in the case of FHA in

sured loans. Monthly estimates have been compiled for the four prin

cipal cash lending agencies. 
26/ 

The industrial banking company and 

personal finance company series run monthly from 1929 through 1938 

and cover credit granted, repayments, net credit change and outstand

ings. The commercial bank series extends monthly during the same 
25/ Estimates of outstandings for personal finance companies do not 
include interest charges. This type of agency computes interest due 
on outstanding amounts as a separate item. 

26/ Commercial banks, credit unions, industrial banking companies, 
and personal finance companies. 
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10-year period for net credit change and outstandings, and from 1934 

through 1938 for credit granted and repayments as well. The credit 

union series contains month-end outstandings during 1929-38. 

The general procedure employed for these estimates may be sum

marized as follows: 

1. Outstandings totals as of the end of each year were 
obtained for the four agencies comprising the cash 
loan group. 

2. Monthly outstandings Fere calculated by interpola
tion of the year-end outstandings totals on the 
basis of sample data. 

3. Ratios of monthly loans extended to outstandings 
as of the end of each month v.ere calculated from 
sample data. 

4. The computed monthly outstandings totals (2) were 
multiplied by the ratios computed (3) to yield to
tal monthly loans. 

5. Net credit change was calculated by subtraction of 
the outstandings of one month from the outstandings 
of previous months. 

6. For the computation of repayments, net credit change 
was subtracted from loans extended (if an increase) 
or (if a decrease) added to loans made. 

Characteristics and Limitations of the Data 

The starting point for our calculations was outstandings in all in

stances but one, namely, the estimates of loans insured by the Fed

eral Housing Administration which will be discussed below (p. 23). 

Year-end complete coverage outstandings estimates compiled by the 

Russell Sage Foundation 
27/ 

for each type of cash lending agency were 

used for our December estimates and for basing points from which we 
27/ See Russell Sage Foundation, Consumer Credit and Economic Sta
bility, by R. Nugent (1939). 
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interpolated monthly outstandings figures on the basis of sample data. 

To estimate outstandings monthly for a certain agency in 1930, for ex

ample, we would divide the Russell Sage Foundation's 1929 year-end 

outstandings estimate by our sample 1929 year-end outstandings estimate 

and multiply the sample's outstandings totals for January through De

cember 1930 by the quotient. The computed December 1930 figure would 

then be subtracted from the Russell Sage Foundation's December 1930 es

timate, and the difference adjusted so that the calculated estimates 

would accord with the Russell Sage Foundation's year-end figure• Thus 

if the Russell Sage Foundation's December 1930 estimate were $1,200,000 

larger than our computed figure, $1,200,000 would be added to our De

cember 1930 figure, $1,100,000 to the November figure, $1,000,000 tn 

the October figure, and so forth, on a pro rata scale over the entire 

year. If, on the other hand, our estimated figure were $1,200,000 

larger than that of the Russell Sage Foundation, these amounts would 

be subtracted instead. 

Monthly estimates of loans made we calculated by multiplying the 

estimated total outstandings figures by the ratios of loans made to 

outstandings for the sample. It is to be noted that these figures on 

loans made include renewals, which represent not new loans but merely 

the refinancing of old notes. Figures on payments due likewise include 

payments on renewals. 
28/ 

28/ If an outstanding loan for $50 is renewed, $50 is added to the pay
ments due in that month and $50 to the loans made. The result is a 
rise in both loans made and payments due; outstandings, however, remain 
the same. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1929-01-01 | 



20 -

We calculated net credit change for each month by subtracting 

one month's outstandings from the previous month's outstandings (the 

net credit change applying to the former month). If the credit change 

were positive, it would be subtracted from loans made of the same month 

to show repayments for that month; if it were negative, it would be 

added to loans made to produce repayments. 

There follows a discussion of the sample data used in each cash 

loan series (1) to interpolate the Russell Sage Foundation's year-end 

outstandings, and (2) to calculate our totals of loans made and repay

ments. In conclusion, we describe the procedure employed in the es

timates of Title I insured loans made by all types of lending institu

tions combined. 

1. Personal Finance Companies 

Data from 18 personal finance companies reporting their month-end out

standings from 1929 through 1938 supplied the basis for interpolation 

of the Russell Sage Foundation's year-end estimates of total outstand

ings for all personal finance companies 
29/ 

on a monthly basis. This 
29/ It is possible to estimate the amount of interest due and to become 
due on outstandings totals of personal finance companies (the only type 
of cash lending agency whose estimates do not include this item) through 
use of the formula oi (d + 2) in which o » outstandings, c s monthly 

3 ' 
interest rate, and d = duration of loan. See National Bureau of Economic 
Research (Financial Research Program), Personal Finance Companies and 
Their Credit Practices, by Ralph A. Young and Associates (1940), Chapter 
I, p. 23. 

If we substitute 2.8 for i, and 13 for d, interest due and to be
come due amounts to approximately 14 percent of estimated outstandings. 
In 1938, for example, when average outstandings of personal finance com
panies totaled $347,600,000, interest due and to become due amounted to 
approximately $48,700,000. When these two figures are added together, 
it is found that total average outstandings of personal finance companies 
for 1938 (including interest due and to become due) came to about 
$396,300,000, 
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sample covered about 35 percent by volume of total personal finance 

company outstandings, but it was too heavily weighted by the figures 

of two companies. In order to counteract this bias in the sample, we 

used in the summation only 10 percent of one company's outstandings to

tals and 50 percent of the totals for the other company. For our es

timates of loans made, we multiplied our computed outstandings totals 

by the ratios of monthly loans made to month-end outstandings calculated 

from the figures of two large personal finance companies (accounting for 

approximately 35 percent by volume of all personal finance company out

standings) . 

2. Industrial Banking Companies 

Monthly estimates of outstandings for industrial banking companies were 

compiled from the figures of a sample of 20 Morris Plan banks which 

were used for interpolating the Russell Sage Foundation's year-end es

timates. This sample covered approximately 30 percent by volume of to

tal industrial banking company outstandings. Loans made monthly were 

reported also for the same sample so that it wes possible to compute 

ratios of loans made to outstandings. Total loans made monthly we de

rived by multiplying total estimated monthly outstandings by these ratios. 

3. Commercial Banks (Personal Loan Departments) 

Samples of commercial banks varying in coverage were employed as a basis 

for estimates of month-end outstandings from 1934 through 1938. Our 

monthly figures for 1929-34 we estimated by assuming a straight-line 

movement in outstandings between year-end totals. Since month-end out

standings of commercial banks show but slight seasonal variance, the 
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degree of error within these monthly estimates for 1954-38 should be 

slight. Eleven banks, accounting for almost 20 percent of the total 

volume of cash loans extended by commercial banks, provided the data 

requisite to an interpolation of the Russell Sage Foundation's outstand

ings figures for 1934 and 1935, and to a calculation of the volume of 

loans made. Because one bank in this sample was so heavily represented, 

however, only 10 percent of its figures were included in the calculations. 

For 1936, 4 additional banks were added to the initial sample of 

11; these 15 banks made up 25 percent of total volume of cash loans in 

that year. For 1937, 7 more banks were added, so that 22 were included 

in the sample. In the summation of the totals for these 7 additional 

banks, only 10 percent and 50 percent of the totals of two of them were 

used. The 1937 sample also accounted for approximately 25 percent of 

the volume of all cash loans made by personal loan departments of com

mercial banks in that year* In 1938, the figures of 8 more banks were 

included, resulting In a sample composed of 30 banks. This sample con

tributed 25 percent of the total volume of cash loans by commercial 

banks for 1938. 

For the years prior to 1934, we calculated annual estimates of 

loans made by applying to the ratio of loans to receivables (for 1934) 

the percentage change in loans to receivables ratios for the previous 

years as estimated from year-end data supplied by various banks. 

4. Credit Unions 

A group of credit unions reporting monthly to the Russell Sage Founda

tion served as a basis for the interpolation of the Russell Sage 
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Foundation year-end outstandings totals• Loans extended annually were 

calculated according to ratios of loans made to outstandings as computed 

from state banking reports* 
30/ 

5. Unregulated Lenders 

The year-end outstandings totals are those of the Russell Sage Founda

tion. In this instance we calculated average outstandings by averaging 

year-end figures, since there were no monthly estimates by which we 

might measure average outstandings. 

6. Title I Loans Insured by the Federal Housing Administration 

The procedure used for estimating outstandings of notes insured by the 

Federal Housing Administration was very similar to that employed for 

the estimates of outstandings of retail establishments. Figures cover

ing the actual length of contract granted on Title I FHA loans were ap

plied to a monthly series of loans extended (1934-38) and outstand

ings were estimated according to the method described on page 6, abovef 

Basic data for estimates of loans made monthly and of actual length of 

contract granted were taken from Federal Housing Administration Annual 

Reports (1934, 1935, 1936, 1937 and 1938). For all years, approximately 

80 percent of the insured Title I loans under $2,000 were considered to 

have been consumer loans; this percentage accounted for all notes for 

single-family residences, all notes for farm dwellings, one-half the notes 

for multiple residences, and one-half "all other property" notes. 
* * * 

30/ Cf. The Commonwealth of Massachusetts, Annual Reports of the Com
missioner of Banks Relating to Credit Unions, 1929-38; Wisconsin State 
Banking Commission, Annual Report of Wisconsin Credit Unions, 1934-38. 
Ratios computed from Massachusetts reports were used for 1929 through 
1933; means of the ratios calculated from both state reports were em
ployed for the years 1934 through 1938. 

31/ No Title I notes were insured by FHA during the period from May 
1937 through January 1938. 
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