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Address reply to 

'Hillside', W. 254th St. and Independence Ave., Riverdale, N. Y. 

Telephone: Kingf bridge 9-8536 

February 6, 1940 

Mr. We McC. Martin, President 
Federal Reserve Bank of St. Louis 
411 Locust Street 
St. Louis, Missouri 

Dear Mr. Martin: 

We enclose for your information a copy of our special statistical study, 
The Volume of Consumer Instalment Credit, 1929-38, prepared by the National 
Bureau in collaboration with the Marketing Research Division of the United States 
Bureau of Foreign and Domestic Commerce and the Department of Consumer Credit 
Studies of the Russell Sage Foundation. 

The importance of this study is that it presents for the first time reliable 
monthly estimates, over a period of ten years, covering the principal segments of 
consumer instalment credit, and annual estimates of these segments combined* The 
lack of such data has long been a barrier to an understanding of the slgatticance 
of consumer instalment credit in our financial system, and one of the original ob
jectives of the consumer instalment financing project was to develop quantitative 
measures to fill this gap. In this connection, we are gratified to inform you that 
the tJnited States Department of Commerce has provided for the continuation of these 
estimates under its auspices, and that ultimately the Department hopes to make them 
available on a current basis* 

Our estimates are broken down into two main instalment groups, one covering 
principal retail establishments (automobile dealers, department stores, furniture 
stores, household appliance stores, jewelry stores, and all others), and the second 
covering cash loan agencies (personal finance companies, industrial banking com
panies, personal loan departments of commercial banks, and credit unions). I at
tach a summary of the principal findings of the study. We should greatly appreciate 
receiving your comments and criticisms. 

Very truly yours, 

Director, Financial Research Program 

NATIONAL 
BUREAU OF 
ECONOMIC 
RESEARCH 
INCORPORATED 

RAYtLR 
lacs . 
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National Bureau of Economic Research, Inc. February 1, 1940 
Financial Research Program 

The Volume of Consumer Instalment Credit, 1929-38 

Summary of Findings 

Total consumer instalment indebtedness was greatest in 1937, when it averaged 
#3,700,000,000. 

Debt arising from retail instalment sales accounted for 72 percent of this 
$3,700,000,000 volume, and debt arising from cash loans accounted for 28 per
cent. Quantitatively, cash loan indebtedness was a much more significant 
factor in this year than in 1929, when it totaled 17 percent of consumer in
stalment indebtedness. This shift indicates that cash loan instalment credit 
is characterized by a more pronounced secular growth than retail instalment 
credit. 

From the close of 1937 to the close of 1938, outstandings of all cash lending 
agencies combined increased 9 percent. During the same period, outstandings 
arising from instalment sales of retail establishments dropped 20 percent. 

The credit extensions of automobile dealers, averaging at least 50 percent of 
all instalment credit granted by retailers during the ten-year period, ac
counted for the largest proportion of credit extended by any one type of re
tail establishment. In the cash loan group, personal finance companies ac
counted for the largest share of instalment loans made by cash lending in
stitutions during this period. 

During 1934-38, the volume of loans made through personal loan departments of 
commercial banks increased over eight-fold. This was the greatest secular 
growth revealed by any agency. Whereas in 1929 commercial banks extended 7 
percent of all instalment loans granted to consumers by the four principal 
cash lending institutions, by 1938 these banks accounted for 24 percent of 
all loans made by these same institutions. 

Month-end outstanding figures indicate that total consumer instalment indebt
edness during the ten-year period covered in our study reached a peak point 
in September of 1937 after an increase of 181 percent from March 1933, the 
low point. Prior to 1933, instalment indebtedness has been greatest at the 
close of October 1929. 

Consumer instalment credit outstandings fall off rapidly during periods of 
severe business recession, owing to the excess of repayments over new credits 
granted; and they rise rapidly in periods of revival, when new credits granted 
exceed repayments. The cyclical response of retail instalment credit, how
ever, appears to be prompter and the amplitude of the movement greater than 
in the case of cash loan instalment credit. Thus, average outstandings of 
retail instalment credit declined 57 percent from 1929 to 1933 and rose 151 
percent from 1933 to 1937; average cash loan instalment outstandings declined 
18 percent from 1930 to 1933 and rose 122 percent to 1938. 

* * * 
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National Bureau of Economic Research, Inc. Confidential 

Financial Research Program (Not to be quoted) 
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Malcolm L. Merriam, Chief, Credit Analysis 
Unit, Marketing Research Division, Bureau 
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P r e f a c e 

THIS study presents monthly and annual estimates of the quan
tity of consumer instalment credit, including both retail in
stalment (sales finance) credit and cash loan instalment credit, 
for the period 1929-38. It was initiated in 1938 as one phase 
of the National Bureau's investigation of consumer instalment 
financing, the first project under the program of research in 
finance supported by special grants from the Association of 
Reserve City Bankers and the Rockefeller Foundation, 

The estimates have been prepared by Duncan Holthausen in 
collaboration with Rolf Nugent, Director of the Division of 
Consumer Credit of the Russell Sage Foundation, and Malcolm 
Merriam, Chief of the Credit Analysis Unit of the Marketing 
Research Division, United States Department of Commerce. Mr. 
Holthausen, who was in general charge of the statistical work, 
is responsible for the first draft of the manuscript. Mr. Nu
gent prepared the year-end estimates of outstandings of personal 
finance companies, industrial banking companies, personal loan 
departments of commercial banks, and credit unions, and colla
borated in the preparation of the monthly series for these same 
agencies. Mr. Merriam contributed much special information on 
retail instalment credit, derived from the Retail Credit Sur
veys made annually under his direction by the Bureau of Foreign 
and Domestic Commerce. At all stages of the work close coopera
tive relations were maintained by the collaborators, and the 
resulting estimates are in a very real sense their joint product. 
Mr. Holthausen*s original manuscript has been revised and elabora
ted in the light of criticisms and suggestions made by Mr. Mer
riam and Mr. Nugent* 

For suggestions as to approach and method in the planning 
and development of the present estimates of consumer instalment 
credit, we are greatly indebted to W. W. Riefler of the Insti
tute for Advanced Study, and Chairman of the National Bureau's 
Committee on Research in Finance, and to Simon Kuznets of the 
University of Pennsylvania and the research staff of the Nation
al Bureau. Mr. Riefler especially kept in close contact with 
the statistical work and assisted in the solution of many tech
nical problems. 

The preparation of these estimates has been greatly faci
litated by the cordial cooperation of public agencies and trade 
associations interested in consumer instalment financing, as 
well as by private institutions actively engaged in the field. 
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We are obligated for assistance and materials to the research 
divisions of the following public agencies: Board of Gover
nors of the Federal Reserve System; Farm Credit Administration; 
and Federal Housing Administration• The trade associations 
which have cooperated generously in our work include American 
Industrial Bankers Association; Automobile llanufacturers Asso
ciation; Edison Electric Institute; National Association of 
Sales Finance Companies; National Automobile Dealers Associa
tion; National Retail Goods Association; and National Retail 
Furniture Association, Leading sales finance companies, per
sonal finance companies, industrial banking concerns, commer
cial banks operating personal loan departments, credit unions, 
retailers and manufacturers have responded graciously to our 
specific requests for information and we are glad to acknow
ledge our indebtedness to them. 

The successful outcome of this statistical undertaking 
is due largely to the cordial cooperation received from the 
Russell Sage Foundation and the United States Department of 
Commerce, and the National Bureau welcomes the opportunity to 
express its appreciation to these agencies. The estimates 
themselves fill a notable gap in existing quantitative data 
pertaining to the consumer credit field. In recognition of 
their importance, the Department of Commerce has provided for 
their continued preparation under its auspices, on a current 
basis, by the Credit Analysis Unit, Marketing Research Divi
sion of the Bureau of Foreign and Domestic Commerce. 

Bettina Sinclair has been in full charge of editing this 
manuscript, and both the text and the tables have greatly bene
fited from her careful work* Mr. Holthausen was assisted in 
preparing these data by the following staff members of the Con
sumer Instalment Financing Project of the National Bureau: 
Mary Deeley, who carried the brunt of the statistical tabula
tions; Esther Skala, who prepared the chart forms; and Aileen 
Barry and Dorothy Weitzel, who assisted generally in the sta
tistical work. 

Ralph A. Young 
Director, Financial Research Frogram 

February 1, 1940 
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