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Honorable R. ¥ . Evans Auvgust
Boerd of Governmors 16
Federal Reserve System » 1948

Federal Reserve
Weshington 25, D. C.

Deer Governor Evans:

Re: Credit Terms in Commection with
A e

First, on behslf of o met with you last Friday, may
K I express to you their for the attentive hearing

accorded us and for the amount of your time which you de-

voted to the of ible credit terms for automobile in-
stalment sales under yo pated consumer credit regulation.
/our vu:lt&ﬁ you will provide you and your colleesgues
tter understanding of the problems of the sutomobile sales
finsneing and possible adverse effects which credit
controls co have upon this industry, if all factors pertaining

a\ \% in connection with the imposition of such

I

ﬁr”u- and by way of a record, we should like to sum-
- marize the points presented to you orally last Friday, sand

‘m.w'um.mumwumuuqm

regul JMCMCWICI.M‘.““‘-
such regulation is promulgated.

m LE1) SULOmODlIle 1nsSté . mer
&t this time. Your own reports ind
tail automobile outstandings held by sales fineance companies were
only 19% =bove the 1939 year-end level, and that these outstendings
were still thirty points below the 1941 year-end level. When the in-
crease in the price level of automobiles during the past few yesrs is
up some 50% to €0%), it is clesr that the wmit
: 3 bile instalment contreacts outstanding is still far be-
o A i " low that of the 1939 or the 1941 level. When these outstandings are
considered as & percemtage of disposable income out of which such out-
stendings may be liquidated, the compsrison is &lso very striking.
&8 end of Mey 1948, were only eight tenths
cent (.8) of the current annuel rate of disposable income
Digitized for FRASER for 1948. This figure compares with 2.11% as of the end of 1941. Om
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this comparstive basis, such outstandings sre only sbout 38% of what they were
in 1941.

h' pooplo Iho have nnt lt\ﬂiod this utter of printe nttonohilo tx\uportation
realize the extent to which workers in industry and commerce are dependent wupon
-0 automobiles for transportation. A recent survey amomg personnel
managers of factories located in the Detroit area, shows thet from 40% to 85% of
the workers employed in esch of these factories use their own cars to get to work
~ many of these workers trensport other workers also. Another survey made among
ninety-four war plants, selected at random, show that 73% of the employees em-
ployed in these plants drive their cers to work. Studies in still other cities
show the following percentage of workers using their own cars to get to work im
the cities nsmeds Chicego suburbs, 45.5%; Fort Weyme, Indiana, 49.3%; Fort Worth,
Texas, 51.9%; Massillon, Ohio, 67.3%; Hagerstown, Meryland, 73.0%; Providence,
Rhode Island, 78.68, There are 2137 American communities with & populstion of
2500 to 10,000 thet have mo public means of transportetion whatscever. Approxie-
mately, eleven million people live in these communities. Add to this group the
thousands of hamlets below this 2500 nww iho number of people dependent upon
private transportation is even putor, /

mﬂ‘ eI I conditions lmposeqd under credit CONLIols Siould Deée Suck

N o make it possib Or WOr 3, or others dépéndent upon pi au TE&ns
portetion, to secure dependable transportstion, The aversge hdultrhl 'orkcr
cnnetmnrothuz to})tut 8 ¢ mt income to meet his instalment ob-
ligations, In normel times mroxi:%sgly of new esr purchsses must use in-
stelment eredit and 60% to 75% of used-csr purchasers must use such credit. Al-
though these percenteges &re somewhat Hlu these figures at the present time, a
very large number of persons, pnrucmyly those in the lower income groups, must
use this mesns of purﬂau\ Under the present price levels terms must be such as

to produce nnﬁlywh 'MW met,

lm utomobile instsalmen B&1E .L‘..‘,~<"_ ould Ts 1000 888
ormel historigel pattern w

These M‘mnﬂﬁoﬂdhnﬁpﬁdhm.mlllliu
u-muupmm ,&;mmtuumua:m-mt.wtumm
retail automobile sales preactices group themselves around the following clssses of
vehicles: (&) Postewar model cars snd (b) Post-wer model
ears further divide themselves, naturally, into two growps: (1) New cars and
mt-‘ol-dnn(imldiumowrutyurndolmdthpunuum
model) snd (2) late model used cers (modelsP¥Rd yesrs of age and not over four yeers
of age.). Pre-war model cars likewise divide themselves, naturally, into two
grouwps, (1) 1941 and 1942 models end (2) 1940 models and older, These groups are
eesily identifisble and the use of these four classes should mot involve any ad-
ministrative difficulties insofer as regulation is concerned,
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householder eonsiders the refrigerator, washing machine and other sppliences
&s much & household item &8 he does other pieces of furniture used in the
household, It, therefore, seems inconsistent to reguire stricter terms for
the sequisition of sueh appliences, then those required for the acquisition
of furniture and similar types of goods,

In view of the above facts, we respectively suggest and reguest
that your regulation to control consumer instelment credit, insofar as it re-
lstes to sutomobiles, embody the following:

1. That automobiles for purposes of determing down peyments end terms be di-
vided into the four classes noted above,

2. Thet the following terms be mede appliceble to esch of the elasses noted,
nemelys

For Post-Wer Cars :
(a) New cars end current model “ears - 1/3 down with meximum
3 maturity of twenty-four monthisc :
(b) Late model used cars - 1/3 and ;-\,m.- meturity of eighteea
months, _:\’/ <’
Zon For Pre-fiar Cars heT s
{a; 1941 end 1942 odels = 1/3 down and fifteen months maximm msturity
b) 1940 models uﬂ/pldcr = 1/3\ down twelve months maximum maturity
S \f}:\\‘ /// Cordielly yours,
B AMERICAN FINANCE CONFERENCE

TWRiek T Executive Vice Presidemt
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