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Ill 

E s t i m a t e s o f R e t a i l I n s t a l 
m e n t C r e d i t 

THE dollar volume of consumer debt arising from retail instalment 

transactions reached an all-time peak in 1937, as Table A-l shows,-/ 

when average outstandings totaled $2,641,300,000. The amount of 

instalment credit granted by retailers was $3,666,800,000, and re

payments on instalment obligations came to $3,392,400,000 during that 

year. 

During the ten-year period covered by our estimates, average 

outstandings were lowest in 1933, when they stood at $1,052,500,000, 

although in that same year the volume of retail instalment credit 

granted increased from the 1932 figure - $1,584,100,000 as compared 

with $1,363,500,000. The slow liquidation of instalment debts in

curred during 1932 and prior to that year accounts substantially for 

the difference in time between the low point of the credit granted 

series and that of the average outstandings series. These two in

stalment credit items differed also with regard to the peak year. 

Thus credit granted was greatest in 1929, when the volume amounted 

to $4,298,400,000, whereas average outstandings, as we have already 

noted, reached a peak only in 1937. This divergence reflects the 

development of more liberal terms in the extension of instalment * 

credit, and particularly the trend toward longer contract duration 

1/ See Appendix A for tables referred to in this chapter. 
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during this ten-year period ; any increase in contract length naturally 

tends to prolong the time during which a given amount of credit re

mains outstanding, (See page 5.) 

Retail credit granted, repayments, and average outstandings 

fluctuate widely in volume. All three items show very similar per

centage changes from their peak to their trough years, and vice versa* 

In 1932 credit granted had decreased by 68 percent since 1929; at the 

peak in 1937 it had increased 169 percent over the 1932 low. Repay

ments and average outstandings declined 64 percent and 57 percent re

spectively in 1933 as compared with 1929, whereas from 1933 to 1937 

they rose 136 percent and 151 percent respectively. The volume of 

credit granted responded markedly to cyclical disturbances; in 1930 

it fell off 22 percent from the 1929 level. Repayments and average 

outstandings declined also, but only slightly, the former dropping 

2 percent and the latter 6 percent. Credit extensions to consumers 

in 1933 rose 16 percent over the volume for 1932. Repayments, how

ever, still showed the effects of heavy instalment debt liquidation, 

for they declined 28 percent while average outstandings dropped 18 

percent. In 1938 there was a very abrupt slump in the volume of 

credit granted, but only a moderate decrease in total repayments and 

in average instalment debt. 

The broad fluctuations in the volume of these retail instalment 

credit items are attributable in large measure to two key factors. 

First, and most important, the consumer instalment market tends to 

center about high-priced durable goods which consumers are likely to 

do without during periods of depression when they are unsure of their 

future income, and to acquire in eras of economic recovery when their 
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outlook appears brighter* Secondly, retail institutions respond to 

the ups and downs of business activity by tightening credit standards 

and thus curbing instalment transactions during bad times, and by re

laxing those standards somewhat when conditions improve• 

Chart I (Table A-2), illustrating monthly outstandings totals 

for the five principal retail series, indicates that retail instalment 

indebtedness during the ten-year period was highest at the end of Sep

tember 1937, and lowest at the end of March 1933. Prior to 1933, re

tail instalment debt reached a high point at the close of October 1929. 

It seems reasonable to suggest, therefore, that the cycles in retail 

consumer instalment debt move closely with the general trend of busi

ness. There are strong fluctuations in outstanding debt from peak to 

low months. From October 1929 to March 1933, for example, there was 

a decrease of 67 percent in the end-of-month outstandings of the chief 

retail outlets. This same series, on the other hand, shows an increase 

of 210 percent from March 1933 to September 1937. Again a precipitous 

change in outstandings occurred from September 1937 to December*1938, 

when instalment debt originating in the sales of the five principal 

types of retail establishments declined 24 percent. 

Of the five principal retail series, month-end outstandings aris

ing from instalment sales of automobiles show the widest fluctuations• 

From August of 1929 to Mlarch of 1933 total automobile instalment debt 

fell off 80 percent. Instalment debt occasioned by department store 

sales showed the least violent drop, yet declined 48 percent from De

cember 1929 to March 1933. Decreases for the other three types of 

retail establishments ranged between the decline noted for automobile 

dealers and that for department stores. Increases in outstanding debt 
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Chart I 

MONTHLY TOTALS OF INSTALMENT OUTSTANDINGS8 FOR FIVE TYPES OF 

RETAIL ESTABLISHMENTS AND FOR THE FIVE TYPES COMBINED5 

1 9 2 6 - 1 9 3 8 

Millions of dollars 

3000 

1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 
a. End of month. 

b. Data on household appliances, jewelry stores and the five 

types of establishments combined available only from 1929. 
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from the low points of 1933 to the high points of 1937 show similar 

tendencies among the various outlets. Automobile instalment debt rose 

as much as 475 percent, while department store fiebt in comparison in

creased only slightly (123 percent). Instalment debt incurred through 

household appliance stores, jewelry stores, and furniture stores, was 

augmented 175 percent, 143 percent, and 44 percent respectively. The 

relatively small rise in furniture store outstandings is to be attri

buted to the fact that retail sales of furniture revived only slowly. 

Table A-3 shows that in 1929, 55.4 percent of the retail instal

ment credit grants covered automobile purchases and that the percent

age for 1937 was almost identical, 58.4. The volume of automobile 

instalment transactions as a percent of the instalment volume estimated 

for the total retail group declined considerably in 1932 and less mark

edly in 1938 - to 42.3 percent and 50,9 percent respectively - when cor

responding percentages for department stores and "all other" stores 

increased. Department stores, on the average, extended about 12 per

cent of all retail consumer instalment credit; furniture stores 15 

percent; household appliance stores about 10 percent; "all other" 

stores about 10 percent; and jewelry stores 2 percent* 

From Chart II (Table A-4) it is to be observed that the average 

length of time consumed in the paying out of consumer instalment debts 

for retail purchases in the 5 principal types of establishments ranged 

from 12 to 26 months over the ten-year period covered by our estimates. 

This actual duration of indebtedness (as distinguished from contract 

length, or the specified number of months of an original sales contract) 

was on the average longest for the furniture store group during these 

years; here the payment period ranged from 18 to 26 months. The duration 
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of indebtedness for department store instalment paper was shortest, 

generally about 12 months; this figure represents an average of pe

riods varying from 3 months for clothing (10-week payment plan) to at 

least 36 months for refrigerators. Chart II shows further that the 

duration of consumer instalment indebtedness increased markedly dur

ing this ten-year period. The most notable advance is recorded foi4 

household appliance financing,for which the paying-out time increased 

on the average from 12 to ?2 months. The entrance of governmental 

agencies into the instalment financing field and the resultant en

couragement to public utilities to sell appliances on contracts ex

tending for 36 months and to lending institutions to advance instal

ment loans for property improvement on terms of similar length, may 

account to a large degree for this rapid liberalization of financing 

arrangements. 

With regard to automobiles, our data refer not to the time con

sumed in liquidation of the debt but to the stipulated contract length. 

In this field, too, contracts lengthened appreciably, gradually rising 

from 12 to 17 months during the period covered by the data. These fig

ures do not reflect the effects of delinquent accounts and note renew

als, as do the data for the other retail groups 

The differences in the payment period as between the several re

tail groups are brought out more sharply by a study of the percent of 

total average outstandings (Table A-5) ascribed to each type of estab

lishment as compared to the percent of credit granted by it (Table A-3)• 

2/ As has already been noted, the payment period for automobile instal
ment transactions is synonymous with specified contract length; it does 
not cover the actual time consumed in the paying out of the obligation, 
as it does in the other retail series. 

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

1929-01-01 | 



I l l - 7 

Chart II 
AVERAGE DURATION OF INSTALMENT INDEBTEDNESS* IN 

FIVE TYPES OF RETAIL ESTABLISHMENTS 

1928-1938 

1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 
a. Oata on automobile* (passenger cars only) refer to 

formal length of contract and not to actual duration 

of indebtedness. 
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If two types of retail establishments extend the same amount of in

stalment credit, but for different periods of time, the one which 

allows the longer period will have on its books a greater proportion 

of the resultant instalment outstandings. The findings concerning 

the furniture series serve to support this observation. In 1929, fur

niture stores accounted for 22 percent of total average outstandings, 

but for only 16 percent of the total credit granted. This deviation 

between the two series indicates that average payment periods in fur

niture retailing are longer than those for all the retail groups com

bined. The department store and automobile dealer series show greater 

proportions of credit granted to total credit granted than of outstand

ings to total outstandings, and reflect in turn shorter average maturi

ties than prevail for all retail groups as a whole. 

Having discussed for each retail category the proportion of in

stalment credit volume which each constitutes of the total, let us 

now consider the percent of the total retail volume transacted on an 

instalment basis by each type of retail establishment. As Chart III 

(Table A-6) shews, the automobile dealer group is clearly at the head 

of the list in this respect, for approximately 60 percent of all auto 

sales are made on an instalment basis. Household appliance and fur

niture stores also do a large volume of instalment business; the pro

portion ranged between 40 and 50 percent of their total sales during 

the ten-year period. Department stores and jewelry stores sell a much 

smaller proportion of their goods on time; department store instalment 

sales amounted to 12 percent of the total in 1937, and jewelry store 

instalment sales to 27 percent of the total in the same year. Never

theless instalment selling increased markedly within these two retail 
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Chart III 

INSTALMENT SALES AS A PERCENT OF TOTAL SALES OF EACH 

OF FIVE TYPES OF RETAIL ESTABLISHMENTS' 

1925 -1938 
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a. Data on household appliance and jewelry stores available only 

from 1928. In the case of automobile dealers the percentage 

figures apply to units of passenger cars sold; for other 

groups the total figures apply to volume of sales. 
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fields during the entire period under discussion* Both were charac

terized by gradually rising percentages of instalment sales through

out the period covered, except for slight declines during certain 

stages of the depression. An opposite trend is to be noted for the 

automobile dealer group, for here the percent of csrs sold on ah in

stalment basis decreased. This decline is probably to be attributed 

in large part to the direct granting of cash loans (to be applied to 

automobile purchases) by industrial banking companies, personal loan 

departments of commercial banks, personal finance companies, and other 

types of lending agencies* Although the consumer-borrower would natu

rally be repaying the bank in monthly instalments, the transaction 

would of course be considered a cash sale by the dealer. 

INDIVIDUAL RETAIL SERIES 

Automobile Dealer Series 

The total instalment credit granted for automobile purchases amounted 

to over $2,000,000,000 in. each of three years - 1929, 1936 and 1937 

(Table A-7). Average outstandings were highest in 1937, when they to

taled $1,523,900,000, whereas repayments by consumers against instal

ment debts bulked largest in 1929, amounting in that year to 

$2,143,200,000* The change in outstandings was most startling in 

1938, when actual end-of-month balances decreased by #440,200,000* 

The range in the volume of the various credit items between high and 

low years shows intense fluctuations. Credit granted dropped 76 per

cent from 1929 to its lowest point in 1932. Itom 1929 to 1933 outstand

ings declined 70 percent and repayments 72 percent. From these low 

points up to 1937, credit granted rose 271 percent, repayments 218 per

cent, and average outstandings 303 percent• 
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The monthly figures for the automobile group show wide seasonal 

movements (Chart IV-A, Table A-8). The bulk of automobile instalment 

credit granted centered about the months of May and June, whereas out

standings reached a later seasonal peak during the fall months. After 

the introduction of new car models at the end of each year (beginning 

in 1935), both credit granted and outstandings evidenced slight seasonal 

rises in December and January. The repayments curve is a smooth one, 

distinguished by no seasonal movement whatever. Viewed statistically, 

repayments are the equivalent of a 12-month-or-over (depending upon the 

length of contract or paying-out time) moving average of credit granted. 

Department Store Series 

As v*;e have stated previously, department stores have become increasingly 

important, over the past ten years, as instalment credit institutions. 

Table A-9 indicates that instalment credit grants by department stores 

reached a peak in 1937 of $441,200,000, and 18 percent increase over 

1929Ts total. The trough year in instalment credit granted by such 

firms was 1932, when the volume was $211,300,000, constituting a 43 

percent decrease from 1929. Average outstandings were highest during 

1937 ($238,800,000) and lowest in 1933 ($126,800,000)* The decline 

in outstandings from 1929 to 1933 was 37 percent. Repayments were 

greatest during 1937, when they totaled $429,900,000; this item, like 

credit granted, had risen 18 percent since 1929. The largest net 

changes in end-of-month outstandings took place in 1932 and in 1936; in 

the former year outstandings decreased $49,000,000 and in the latter 

they increased by the same amount. In general, the year-to-year move

ments of the several credit items in the department store series are 

much less marked than in the automobile series. 
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Chart IV 

MONTHLY TOTALS OF INSTALMENT CREDIT GRANTED, REPAYMENTS AND 

OUTSTANDINGS8 FOR FIVE TYPES OF RETAIL ESTABLISHMENTS 

AND FOR THE FIVE TYPES COMBINED 
Credit granted and repayments 
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Chart IV (continued) 
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The monthly estimates for department stores show significant 

seasonal variations (Chart IV-B, Table A-10)• The primary seasonal 

peak in both credit granted and outstandings occurs in December, and 

the trpugh usually in July or August. For credit granted a secondary 

peak is to be noted in October, for outstandings in May or June* As 

in the automobile series, outstandings of department stores show smaller 

seasonal movements than credit granted. It is noteworthy also that the 

volume of department store outstandings reached a seasonal peak in the 

same month as the volume of credit granted, whereas in the automobile 

series the outstandings peak lagged two to three months behind the 

seasonal peak of credit granted. This divergence reflects a heavy con

centration of department store credit grants in December (when credit 

granted exceeds the volume of repayments by a considerable amount and 

results in a sharp increase in outstandings) and a tremendous drop in 

January (when repayments exceed credit grants and cause a decrease in 

outstanding debt). Automobile instalment sales, on the other hand, are 

concentrated in three or four consecutive months during the spring. 

Since the credit sales in these few months rise and fall at a moderate 

rate, the volume of credit granted continues to exceed repayments for 

several months after the seasonal peak in sales is reached, and out

standings naturally continue to rise. 

Furniture Store Series 

Table A-ll indicates that furniture store instalment credit sales were 

greatest in 1929, when $690,900,000 worth of instalment credit was ex

tended to consumers. During this same year average outstandings, to

taling $541,900,000, and repayments, amounting to #659,000,000, were 
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likewise at their respective peaks. As in the automobile and depart

ment store series, the series for furniture stores shows that the 

lowest point for credit granted was reached in 1932, for average out

standings in 1933, and for repayments in 1933. All these items had de

creased from 1929 - by 66 percent, 46 percent, and 57 percent respect

ively. Unlike the two series already discussed, however, the volume of 

furniture store retail sales never again came close to its 1929 peak, 

and since there was no substantial change in average paying-out period 

of furniture store instalment paper during this period, the volume of 

outstandings as well as that of credit granted and repayments remained 

approximately 30 percent below the 1929 levels. The largest change in 

actual outstandings during any one year was the'decrease in 1932 amount

ing to $140,600,000. 

Monthly figures for furniture stores reveal seasonal movements 

very much like those which characterize the department store series 

(Chart IV-C, Table A-12). Here too December is the peak month for 

credit granted and outstandings. Smaller seasonal peaks are regis

tered for both items in October and in the spring months, The trough 

month for the amount of credit granted is January and for outstandings 

February or March. 

Household Appliance Store Series 

From Table A-13 it appears that the household appliance store instalment 

credit series have moved in much the same way as the furniture store 

series, except for outstandings. Credit granted and repayments were 

high in 1929, with volumes of #466,800,000 and #417,400,000 respect

ively, but average outstandings were highest in 1937, totaling 

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

1929-01-01 | 



Ill - 16 

$255,900,000* Despite the fact that credit granted and repayments fell 

approximately 40 percent from 1929 to 1937, average outstandings rose 

6 percent. This wide divergence in the movements of outstandings as 

compared with credit granted and repayments was a result of the pro* 

nounced movement of appliance retailers to extend the length of instal

ment contracts during the period (see p. 5). Credit granted fell 68 

percent from 1929 to 1932, reaching a low point of #149,200,000. Re

payments and outstandings decreased until the close of 1933, during 

which year the volume of the former item was $156,400,000 and of the 

latter $113,900,000. These figures represent decreases from 1929 of 

63 percent in repayments, and 53 percent in average outstandings. The 

greatest changes in the movement of outstandings occurred in 1932, when 

the volume decreased by about $63,000,000, and again in 1936, when it 

rose by the same amount. 

It is to be noted that credit extensions by household appliance 

stores amounted to less in 1937 than in 1929 despite the fact that the 

number of appliances sold on an instalment basis had increased greatly 

over the years. Most of this decrease in credit granted may be attri

buted to two principal factors. In the first place, the average price 

of appliances fell sharply in the ten-year period; and in the second 

place, appliances were being distributed through many other retail out

lets besides the household appliance store. Department stores, drug

stores, furniture stores, hardware stores, mail order houses and many 

other miscellaneous enterprises were selling appliances on a wide scale*. 

The tremendous decline in household appliance retail prices over the 

last ten years is well illustrated by data from Electrical Merchandising, 
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a trade journal. These findings show that the average retail price 

for electric refrigerators sold in 1938 was 41 percent lower than for 

those sold in 1929. Washing machine prices dropped 36 percent during 

the same period* Electric ranges declined 19 percent in price over the 

ten years, while radio prices decreased 60 percent from 1929 through 

1937* Vacuum cleaners, increasing in price by 19 percent during 1929-38, 

provided the one exception* 

Chart IV-D (Table A-14) indicates that the seasonal movements in 

household appliance store instalment credit items for 1929-38 bear a 

strong resemblance to the trend of the automobile series after 1934. 

The primary seasonal peak in credit granted usually occurred in May or 

June after a heavy concentration of sales for several months. A second

ary peak was registered during December. The peak in outstandings 

lagged by one to three months behind that for credit granted; usually 

it developed in July or August. January seems to have been the trough 

month for credit granted, and February or March for outstanding debt. 

Jewelry Store Series 

Of the five principal types of retail establishments covered in this 

study, the jewelry store group is the least significant with respect 

to volume of instalment transactions* Instalment credit extended to 

consumers by jewelry stores was greatest in 1929, totaling $88,800,000 

(Table A-15) , and almost as large in 1937, when it stood at $84,600,000* 

Average outstandings in each of these years came to approximately 

$47,000,000. Credit granted, repayments, and average outstandings were 

3/ See Electrical Merchandising, Statistical and Marketing Issue 
(January 1939)* 
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lowest in 1933, when the respective volumes were $32,300,000, $33,000,000 

and $25,400,000, These figures represented decreases from 1929 of 64 

percent, 61 percent, and 52 percent respectively. The greatest net 

change in end-of-month outstandings during one year was a $15,600,000 

decrease in 1932, 

The monthly estimates for jewelry stores show very broad seasonal 

movements (Chart IV-E, Table A-16). Extensions of instalment credit 

reach a tremendous seasonal peak in December, when at least one-third 

of the jewelry store's annual instalment transactions are made. This 

sudden December spurt brings about a pronounced December seasonal peak 

in outstandings as well* 

"All Other" StoresSeries 

For the "all other" stores classification, Table A-17 indicates that 

the volume of instalment credit extended was at its peak in 1929, when 

it amounted to $296,600,000. Repayments, totaling $276,700,000, were 

highest in 1930, and average outstandings in 1938, when they reached 

$195,000,000. This group of stores included many retail apparel and 

accessory outlets whose sales neither declined nor rose as precipi

tously as did those of most concerns selling on an instalment basis. 

As with the other groups in our series, credit granted was lowest 

in 1932 when the volume stood at $153,500,000; both repayments, total

ing $152,800,000, and outstandings, amounting to $116,500,000, were 

lowest in 1933. Decreases in these items were 48 percent, 44 percent 

and 33 percent respectively, as compared with 1929. 
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Monthly Totals for the Five Principal Retail Instalment Credit 
Establishments 

Chart TV-F (Table A-2) reveals a seasonal pattern in credit granted for 

the five major retail establishments combined which is quite similar to 

that exhibited by the automobile dealer series, in that the heaviest 

concentration of credit granted occurred during the spring months. 

There was, however, a more pronounced rise in the volume of credit ex

tended by the combined establishments during December than by automo

bile dealers alone* For the five outlets combined, outstandings, reach

ing modified seasonal peaks during the summer months and in December, 

showed intra-year movements of minor amplitude. 

* * * 
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