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Consumer instalment credit arising from the sale of goods is
outstanding at present in the amount of more than 4 billion dollars,
as compared with about 3 billion at the end of 1939* Most of this
credit has been used to purchase consumers1 durable goods. At least
half represents credit for purchasing passenger automobiles* This
credit is being made available principally by sales finance companies
and commercial banks, but some of it is supplied by personal finance
companies, industrial banks, and other agencies• Time-payment sales
have risen sharply in recent months* In the first four months of
1941> automobile financing for example was more than 40 per cent
larger than in the corresponding months of 1940 and similar gains
are being registered in other lines*

The volume of demand for consumers1 durable goods can be
materially influenced by controlling the terms on which instalment
credit is available* For example, it is estimated that at least 60
per cent of the new automobiles purchased are financed with instal-
ment credit, that the down-payment amounts to less than 1/3 in more
than 20 per cent of the cases, and that the contract runs for more
than 18 months in more than 30 per cent of the cases*

If instalment credit texms, particularly the down-payment
and length of contract, are brought under control with respect to such
consumers1 durable goods as absorb in their production resources needed
for national defense, civilian demand for such goods can be reduced
during the present national emergency by tightening instalment credit
terms, and then permitted to increase in the post-defense period by
relaxing such terms*

In the present national emergency the control of instalment
credit could be effectively used for the following purposes: (a) to
facilitate the transfer of productive resources to defense industries;
(b) to assist in curbing unwarranted price advances and profiteering
which tend to result when the supply of a commodity is curtailed with-
out corresponding curtailment of demand; (c) to assist in restrain-
ing general inflationary tendencies, to support or supplement taxation
imposed to restrain such tendencies, and to promote the accumulation
of savings available for financing the defense program; (d) to aid in
creating a backlog of demand for consumers1 durable goods; and (e) to
restrain the development of a consumer debt structure that would re-
press effective demand for goods and services in the post-defense period.
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