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I apprec ia te the opportun i ty to appear before t h i s Committee 

to d iscuss the recent developments i n the bank c r ed i t card f i e l d and 

to explore w i th you some of the imp l i ca t i ons of these developments on 

the f i nanc ing of consumer expenditures. 

The use of c r e d i t cards fo r consumer purchases i s not a new 

technique. O i l companies and large department stores f i r s t developed 

t h i s device over h a l f a century ago, but i t was not u n t i l the rap id 

expansion of c r ed i t cards, e spe c i a l l y bank c r ed i t cards, i n recent 

years that they a t t r a c t ed widespread a t t en t i on . The f i r s t c r e d i t cards 

were developed by the r e t a i l e r s themselves i n order to encourage customer 

l o y a l t y to a p a r t i c u l a r o i l company or r e t a i l merchant. The development 

of the na t i ona l t r a ve l and entertainment cards such as Diners Club, 

Carte Blanche and American Express a f t e r World War I I introduced a new 

concept i n which the c r ed i t cards were issued by a f i n a n c i a l i n s t i t u t i o n 

fo r use at a large number of r e t a i l merchants located throughout the 

country. A few commercial banks entered t h i s f i e l d i n the 1950's deal-

ing p r ima r i l y w i t h cardholders and merchants i n t h e i r l o c a l areas. 

But many of these banks found the c r ed i t card business unp ro f i t ab l e— 

or l ess p r o f i t a b l e than an t i c i pa ted—and d iscont inued t he i r operat ions. 

In l a t e 1966, however, banks began to enter the f i e l d i n s i g n i f i c a n t 

numbers and by now near ly a l l of the major banks i n the country, and 

a large p ropor t i on of the smal ler banks, engage i n c r e d i t card operat ions. 

In order to expand t h e i r scope of c r ed i t card operat ions and compete w i th 

the t r a ve l and entertainment cards, the banks soon developed reg iona l 
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interchange arrangements and these have now expanded to na t i ona l i n t e r -

change systems. As you know, most of the banks now engaged i n c r e d i t 

card operat ions are members of e i t he r the Interbank (Master Charge) or 

BankAnericard o rgan i za t i ons . 

When the rap id expansion of bank c r ed i t cards began i n l a t e 

1966, v;e i n the Federa l Reserve System saw the need fo r studying 

t h i s development and f o r i n s t i t u t i n g current in fo rmat ion to permit 

mon i tor ing the rap id growth of t h i s mode of f i nanc i ng of consumers and 

merchants. We were concerned w i th the imp l i c a t i ons of the widespread 

use of bank c r e d i t cards fo r the f i nanc i ng of consumer expenditures and 

the e f f e c t on bank compet i t ion and the banking s t ruc tu re as w e l l as bank 

superv i s i on and the management of monetary p o l i c y . 

R e f l e c t i n g t h i s concern, i n March 1967, the Federa l Reserve 

Board e s tab l i shed a System-wide group to assess the imp l i c a t i ons of 

the r ap id development of bank c r ed i t card operat ions . Throughout the 

pe r i od of t h i s p r o j e c t , I maintained l i a i s o n between the System Task 

Group and Members of the Board. A Federa l Reserve System Report on 

t h i s study, Bank Cred i t -Card and Check-Credit P l ans , was re leased i n 

J u l y 1963. The conc lus ions of that study were that c r ed i t cards and 

check c r e d i t are both l eg i t ima te and use fu l serv i ces of banks and that 

the System has s u f f i c i e n t superv isory power to take care of 

unsafe and unsound bank p rac t i c e s i n t h i s area. During the per iod of 

t h i s study, e f f o r t s were made to expand the current repor t i ng of c r e d i t 

in fo rmat ion by banks to provide data from semiannual repor ts of c ond i t i on 

on the number of banks w i th c r e d i t card operat ions and the amount of 
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rece ivab les invo lved and a l so to ob ta in from our monthly reports of 

bank consumer c r e d i t a c t i v i t i e s in format ion on the volume of c r ed i t 

extended and the amount of c r ed i t outstanding. Th i s current informa-

t i o n has enabled us to keep abreast of bank c r e d i t card developments 

subsequent to the complet ion of the System study. 

A l so i n l a t e 1967, the Federa l Reserve System strengthened 

i t s examination procedures to i d e n t i f y any major d e f i c i e n c i e s i n the 

c r e d i t card and check c r ed i t p lans operated by State member banks and 

to keep informed of developments i n t h e i r operat ion. Under these pro-

cedures, the System's examiners review and appraise the p o l i c i e s and 

p ra c t i c e s fo l l owed by State member banks i n e s t ab l i s h i ng and operat ing 

these p lans , as they do w i th a l l other forms of bank c r e d i t . Examiners 

a s ce r t a i n the trend i n t o t a l volume of rece ivab les or b i l l i n g s s ince 

i n cep t i on of each p lan and the maximum volume the bank expects to a t t a i n , 

as w e l l as the c r ed i t l i m i t s and repayment requirements i n e f f e c t under 

each p lan. They a l so look i n to the t o t a l number and volume of del inquent 

accounts, the bank's p o l i c y f o r charging o f f such accounts, and i t s l o ss 

exper ience. More important ly , however, any unsa t i s f a c t o ry features or 

d e f i c i e n c i e s i n the operat ions of the p lan--such as f a i l u r e to inves t iga te 

p roper ly the c red i twor th iness of the i n d i v i d ua l customers and the i n t e g r i t y 

of the p a r t i c i p a t i n g merchants, i n e f f e c t i v e c o l l e c t i o n p r a c t i c e s , lack 

of c on t r o l over unissued cards, or inadequate procedures fo r rec la iming 

de l inquent cards--are c a l l e d to the a t t en t i on of management and immediate 

c o r r e c t i on i s requested. The other Federa l banking agencies are f o l l ow i ng 

s im i l a r p ra c t i c e s w i t h respect to the banks they examine. 
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But I would a l so l i k e to s t ress that we do not look upon our 

strengthened examination procedures as a veh i c l e f o r r e l i e v i n g banks 

of t h e i r own r e s p o n s i b i l i t i e s i n the c r e d i t card f i e l d . We must r e l y 

i n the f i r s t instance on bank management to exerc i se p a r t i c u l a r caut ion 

i n ventur ing i n t o t h i s new f i e l d and to weigh c a r e f u l l y the lessons that 

may be learned from the experience of the innovat ing banks. I t i s 

reassur ing that those banks that experienced the most d i f f i c u l t y w i th 

t h e i r i n i t i a l ma i l i ngs of c r ed i t cards have subsequently taken steps to 

t i gh t en t h e i r procedures. Other banks that have entered the c r ed i t card 

f i e l d more recen t l y have taken precaut ions aga inst a r e p e t i t i o n of the 

e a r l i e r exper iences of banks that ran i n t o d i f f i c u l t i e s . 

Under the c r i t e r i a be ing fo l l owed by banks fo r i s su i ng c r e d i t 

cards , bank c r e d i t card operat ions are genera l l y sound from the po in t 

of view of the consumer as w e l l as the bank. Banks are tak ing care to 

see that the people to whom c r ed i t cards are sent are able to meet o b l i -

gat ions w i t h i n the es tab l i shed l i m i t s . 

A review of repor ts of examination rece ived dur ing the past nine 

months f o r 77 State member banks w i th c r e d i t card p lans i nd i ca t e s that 

they have exerc i sed prudence i n c r e d i t card management. 

Whi le u n s o l i c i t e d ma i l i ngs were found to have been the 

p r i n c i p a l means of d i s t r i b u t i n g cards, no s i g n i f i c a n t problems were 

uncovered- -ce r ta in l y none of the magnitude of the d i f f i c u l t i e s 

surrounding the Chicago episode of l a t e 1966 and ea r l y 1967. 
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Unsa t i s f a c to ry features drawing comments of examiners are 

as f o l l ows : 

1/ P lans became e f f e c t i v e i n the 1950 fs, and no problems 
have been encountered. 

In each of these instances, steps were taken by bank 

management to co r rec t the unsa t i s f a c to ry features noted by Federa l 

Reserve bank examiners. 

Recent Trends i n Cred i t Card Banking 

At the end of 1969, 1,207 insured commercial banks were 

o f f e r i n g c r e d i t card plans w i t h a t o t a l of $2.6 b i l l i o n of c r ed i t out-

standing. In add i t i on , severa l thousand banks p a r t i c i p a t e d as agents 

f o r the banks w i th c r e d i t card p lans but d i d not ho ld any rece ivab les . 

In jus t a l i t t l e more than two years s ince September 30, 1967, the date 

of the Federa l Preserve System Study, the number of banks operat ing 

t h e i r own plans has increased s i x times wh i l e the amount of c r e d i t 

outstanding has quadrupled (See Table 1). Expansion of bank c r ed i t 

card a c t i v i t y was e s pe c i a l l y rap id i n 1969 when the number of banks 

w i th plans increased by 697 or 137 per cent and the amount of c r ed i t 

outstanding doubled. 

Problem Number of banks 

Inadequate c r ed i t i n ve s t i g a t i on 5 
Lack of c on t r o l over unissued cards 1 
Inadequate c o l l e c t i o n p o l i c i e s and 

p ra c t i c e s 4 
No p repr in ted exp i r a t i on da tes l / 2 
Lack of c on t r o l on customers 

exceeding l i m i t s 2 
Slow process ing of items 1 
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The share of t o t a l c r e d i t card balances he ld by each c l a s s 

of bank has changed l i t t l e dur ing t h i s per iod . Na t i ona l banks cont inue 

to ho ld about three-quar ters of the t o t a l wh i l e another one-s ix th i s 

he ld by Federa l Reserve State member banks. Although the amount of 

c r e d i t outs tand ing at nonmember banks under c r ed i t card plans remains 

smal l , about G per cent, the number of such banks w i th c r ed i t card 

p lans has been i n c reas ing more rap id ly than f o r any other c l a s s of 

bank. At the end of 1969, 434 nonmember banks reported c r ed i t card 

rece i vab les , over one- th i rd of a l l c r ed i t card banks. Th i s i s evidence 

of the i n c reas ing ro l e that the smal ler banks are p l ay ing i n the c r ed i t 

card f i e l d . 

More d i r e c t evidence of the i nc reas ing c r e d i t card a c t i v i t y 

of the smal ler banks i s g iven i n Table 2. As of the end of l a s t year 

544 banks w i t h depos i ts of l e s s than $25 m i l l i o n i n t o t a l depos i ts 

had c r e d i t card p lans i n opera t ion as compared w i th 61 banks of that 

s i z e on September 30, 1967. These banks, which cons t i t u t ed over two-

f i f t h s of the t o t a l number of c r ed i t card banks, however, he ld only 

about 2 per cent of the t o t a l c r e d i t card rece ivab les , about the same as 

twenty-seven months e a r l i e r . The very l a rge banks cont inue to ho ld 

the bulk of the c r e d i t card rece i vab les , but t h e i r share i s g radua l l y 

d e c l i n i n g . At the end of 1969, the c r e d i t card banks w i th t o t a l depos i ts 

of $1 b i l l i o n and over he ld 46 per cent of the t o t a l of such c r ed i t out-

standing , down from the 64 per cent that the c r e d i t card banks i n t h i s 

s i z e group he ld twenty-seven months e a r l i e r . 
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As of the end of 1959, supplementary in format ion on bank 

c r ed i t cards was obta ined from the Report of C a l l . Th i s report shows 

that at that time a l l insured commercial banks had near ly 60 m i l l i o n 

c r ed i t cards outstanding, and about 17.5 m i l l i o n c r ed i t card accounts 

had balances outstanding at the end of the year.(See Table 3). The 

accounts w i th balances outstanding at ani one time cannot be taken as 

the complete measure of the number of a c t i ve accounts s ince not a l l 

c r ed i t card accounts are used every month. 

The year-end report a l so showed t o t a l charge-o f f s on c r e d i t 

card accounts fo r the year 1969 to be about $70 m i l l i o n . Th i s was equal 

to 2.7 per cent of the amount of c r ed i t outstanding on such accounts at 

the end of the year. 

Monthly Ser ies 

In add i t i on to the bank c r ed i t card in format ion obtained 

every s i x months i n the C a l l Reports, monthly data on c r ed i t extens ions, 

repayments and amounts outstanding have been c o l l e c t e d s ince the 

beginning of 1963 (See Table 4). Th i s se r i es has been pub l i shed as part 

of the Board's monthly report on consumer c r ed i t s ince June 1968. The 

monthly data show l i t t l e increase i n the amount of c r ed i t outstanding 

under bank c r ed i t card plans dur ing the f i r s t quarter of 1970. Th i s 

s t a b i l i t y i n the ear ly months of the year, hox^ever, appears to be 

p r ima r i l y a seasonal pa t te rn that a l so occurred i n ea r l y 1968 and 

1969. A l so , the A p r i l expansion has been l ess than i n e i t he r of the 

two preceding years. 
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Another measure of the r ap id growth i n bank c r ed i t card 

operat ions i s the increase i n the amount of c r e d i t extended over the 

l a s t two years, as shown i n Table 4. In 1969, c r e d i t extended under 

bank c r e d i t card p lans amounted to an est imated $3.8 b i l l i o n , about 

80 per cent more than i n 1968. Approximately $1.1 b i l l i o n of such 

c r e d i t was extended i n the f i r s t quarter of t h i s year, an increase of 

near ly 75 per cent from the f i r s t quarter of l a s t year. 

A f t e r more experience has been gained w i th t h i s monthly se r i e s 

i t w i l l be po s s i b l e to quant i fy the seasonal f a c t o r s invo lved and to pre-

pare a seasonal ly adjusted se r i e s . Another l i m i t a t i o n of the reported 

monthly t o t a l s i s a s l i g h t understatement because of the l ag i n a l l ow-

ing f o r a d d i t i o n a l banks that cont inue to enter the c r e d i t card f i e l d . 

Because o f the sharp expansion i n the number of banks en te r ing the c r e d i t 

card f i e l d i n the l a s t h a l f of 1969, the d i s p a r i t y increased to 

$300 thousand, or a l i t t l e over 10 per cent at the end of 1969. We are 

now i n the process of developing adjustment f a c t o r s to co r rec t f o r t h i s 

understatement. 

Regional Growth Pa t te rns 

The western s e c t i on of the country, which was the f i r s t to 

develop bank c r e d i t cards on a la rge s ca l e , cont inues to be the area 

most a c t i v e i n c r e d i t card banking, but t h i s technique of consumer 

f i nanc i ng i s spreading r a p i d l y i n other reg ions of the country (Table 5). 

At the end of l a s t December, 132 both member and nonmember banks i n 

the San F ranc i s co Federa l Reserve D i s t r i c t had $694 m i l l i o n of rece ivab les 

outs tand ing under c r e d i t cards, represent ing 11 per cent of a l l the banks 
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wi th such plans and about one-fourth of the t o t a l c r e d i t . Th i s was a 

subs tan t i a l dec l i ne from the share he ld by the San Franc i sco D i s t r i c t 

at the time of the System study when i t accounted fo r one- th i rd of the 

banks w i th c r ed i t card p lans and near ly one-hal f of the c r ed i t out-

standing. 

In terms of amount of c r ed i t outstanding, the New York Federa l 

Reserve D i s t r i c t was second w i th $43G m i l l i o n or 17 per cent of the 

t o t a l . Th i s represented a subs tan t i a l increase from the 10 per cent 

share he ld on September 30, 1967. Rapid expansion of c r e d i t card 

operat ions have occurred i n both the Richmond and A t l an t a D i s t r i c t s . 

At the end of 1969, these two D i s t r i c t s accounted fo r a l i t t l e over 

one-fourth of the banks w i th c r ed i t card plans and ho ld about one-

four th of the amount outstanding, more than twice the shares they 

he ld on September 30, 1967. The Boston and Cleveland Federa l Reserve 

D i s t r i c t s have a l so shown a rap id expansion i n bank c r ed i t card a c t i v -

i t i e s , p a r t i c u l a r l y i n the l a s t h a l f o f 1969. tJh i le the Chicago D i s t r i c t 

had 13 per cent of the banks w i th c r ed i t card p lans , at the end of 1969 

they he ld a l i t t l e l e s s than one-tenth of the amount of c r ed i t out-

standing, as compared w i th near ly o n e - f i f t h of the t o t a l twenty-seven 

months e a r l i e r . 

Holder Cha ra c t e r i s t i c s 

Evidence that the pub l i c accepts the c r ed i t card as a u se fu l 

innovat ion i n banking i s contained i n a Survey of Consumer Awareness of 

Cred i t Costs, conducted fo r the Board i n mid-1959. Jus t over one-quarter 

of the 5,137 respondents interv iewed i n that survey possessed a bank 
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c r e d i t card (See Tab le 6). The p ropo r t i on of households w i th bank c r e d i t 

cards increased s t e a d i l y as the l e v e l of educat ion and income rose. 

Whi le on ly 13 per cent of the respondents w i th grade school educat ions 

had bank c r e d i t cards , the p ropo r t i on was 27 per cent f o r h igh school 

graduates and 40 per cent f o r co l l ege graduates. 

Wi th respect to persona l income, the same t rend i s ev ident . 

Only 10 per cent o f respondents w i th incomes under $3,000 reported having 

a bank c r e d i t card. I n the income range $5,000-7,999, about o n e - f i f t h 

of the households repor ted having such a card. I n the range $10,000-14,999, 

the p ropo r t i on was 34 per cent , wh i l e f o r those w i th incomes over $15,000 

the r a t i o reached 44 per cent . 

Economic Impact 

One can approach the economic impact o f bank c r e d i t cards from 

two genera l v iewpo in ts : (1) how cards a f f e c t the aggregate economic 

v a r i a b l e s , such as t o t a l consumer c r e d i t , consumption spending and the 

genera l l e v e l of p r i c e s , and (2) how cards i n f l uence c e r t a i n s p e c i f i c 

areas of the economy, such as the compet i t ive s i t u a t i o n of banks versus 

other consumer lenders and compet i t ion among banks. 

C red i t card l oan volume has increased r a p i d l y i n the l a s t two 

years . C red i t outstand ing rose from $.8 b i l l i o n at the end of 1967 to 

$2.6 b i l l i o n i n December 1969. I t should be noted, however, that t h i s 

amount s t i l l represents on ly 2.6 per cent of t o t a l consumer instalment 

c r e d i t from a l l sources and 6.5 per cent of bank insta lment c r e d i t to 

consumers. The $1.8 b i l l i o n increase i n c r e d i t card outstandings from the 

end of 1967 to the end of 1969 accounts f o r about 10 per cent of the $17.2 

b i l l i o n increase i n t o t a l consumer insta lment c r e d i t over the same per i od . 
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Th i s increase i n the amount of c r ed i t outstanding under bank c r e d i t card 

p lans cannot be regarded as a net add i t i o n to t o t a l consumer c r e d i t 

a v a i l a b l e , however, s ince the c r ed i t card f a c i l i t y i s be ing used i n part 

as a subs t i t u t e f o r other forms of c r e d i t , p a r t i c u l a r l y f o r smal l per-

sonal loans and to f inance smal l purchases. 

I f bank c r e d i t card a c t i v i t y were to cont inue to expand at 

recent ra tes , i t cou ld become a major p o r t i o n of t o t a l consumer c r e d i t 

w i t h i n a few years* But severa l f a c to r s m i l i t a t e aga inst con t i nua t i on 

of such rap id growth. The 1966-69 per iod was one i n which great numbers 

of banks i n i t i a t e d c r e d i t card p lans . But, as d iscussed e a r l i e r , most 

large banks, and a good number of smal l and medium-sized banks, a l ready 

operate such plans* Thus, i n the fu tu re , the launch ing of new plans 

w i l l have l e s s impact on the growth of card c r ed i t volume than i n the 

1966-69 period* Furthermore, as c r ed i t card p lans are int roduced, many 

consumers may swi tch to cards fo r some purchases from other , more 

t r a d i t i o n a l , means of f inance* But at some po in t t h i s switchover e f f e c t 

w i l l be mi t iga ted , and the growth of bank card c r e d i t w i l l be l i m i t e d by 

the growth i n t o t a l sa les of the types of goods and se rv i ces fo r which 

cards can be used* 

I f the impact of bank c r ed i t cards on t o t a l consumer c r e d i t 

i s moderate, the impact on consumer spending i s even more so* For not 

on ly does bank card c r e d i t , i n p^rt, subs t i t u t e f o r , ra ther than add to , 

other types of c r e d i t , i t a l s o subs t i t u t e s , i n pa r t , f o r cash buying* 

I t may w e l l be that the k inds of goods and se rv i ces bought 

w i th bank c r e d i t cards w i l l expand somewhat* The current c r e d i t l i m i t 
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v;hich i s t y p i c a l l y $300 to $500 f o r most new cardholders may be ra i sed 

g radua l l y i n t ime, but we c e r t a i n l y do not v i s u a l i z e the widespread use 

of bank c r ed i t cards to make major purchases, such as automobi les, i n the 

near fu tu re . 

Quest ions have been r a i s ed concerning the compet i t ive e f f e c t 

of bank c r e d i t cards on other consumer lenders . Bank card p lans are 

growing much f a s t e r now than revo lv ing c r e d i t p lans of other lenders . 

Whi le c r e d i t under bank card p lans was i nc reas ing t h r ee f o l d between 

December 1967 and December 1969, outstandings under a l l r evo l v i ng c r e d i t 

p lans grew from $11.5 b i l l i o n to $15.3 b i l l i o n , or 33 per cent (See 

Tab le 7). Bank p lans accounted f o r $1.0 b i l l i o n , or near ly one-hal f 

of the $3.0 b i l l i o n t o t a l inc rease . Although banks have accounted f o r 

the major share of the increase i n recent years, none of the other 

lenders i n the r evo l v i ng c r ed i t f i e l d have shown a dec l i ne i n c r e d i t 

outstand ing. 

The a b i l i t y of other f i n a n c i a l i n s t i t u t i o n s to compete 

e f f e c t i v e l y should not be underestimated. In many cases, bank card 

c r e d i t i s s imply not r e a d i l y subs t i t u t ab l e f o r o ther , even seemingly 

s i m i l a r , types of c r e d i t . I t might seem, f o r ins tance , that bank c r ed i t 

cards would o f f e r s t rong compet i t ion i n the persona l loan f i e l d . But 

the loans made by consumer f inance companies tend to car ry a h igher 

r i s k than banks normal ly accommodate and many of the customers of con-

sumer f inance companies would not be e l i g i b l e fo r bank c r ed i t cards. 

The f a c t that near ly a l l of the banks operat ing c r ed i t card 

p lans are mrj members of e i t h e r the Interbank (Master Charge) or 
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BankAmericard systems has r a i sed the quest ion of the e f f e c t upon 

compet i t ion among banks i n t h i s f i e l d . Memberships i n these two 

systems permit the banks to enter the na t i ona l market through i n t e r -

change arrangements, thus a l l ow ing the bank c r e d i t cards to o f f e r a 

serv i ce comparable to the na t i ona l t r a v e l and entertainment cards. 

At the present t ime, these interchange systems appear to be open to 

any bank de s i r i n g memberships. I f e i t he r of these interchange systems 

were to i n i t i a t e r e s t r i c t i v e ant i compet i t i ve arrangements, ser ious a n t i -

t r u s t quest ions would be ra i sed . 

In the l o c a l markets f o r c r e d i t card se rv i ces , membership 

i n the na t i ona l interchange systems does not appear to have imposed 

any l i m i t a t i o n s upon compet i t ion among banks. In many l o c a l markets 

two or more banks operat ing Master Charge or BanlcAmericard p lans are 

now competing v igo rous l y w i th each other f o r both merchant and card-

holder accounts. I t i s our understanding that t h i s compet i t ion takes 

many forms i n c l ud i ng v a r i a t i o n s i n merchant d iscount ra tes and v a r i a -

t i ons i n the package of se rv i ces o f f e r ed to merchants and to cardho lders . 

As long as t h i s s i t u a t i o n cont inues there i s no reason to be concerned. 

The Board, however, p lans to continue to watch f o r any ant i compet i t i ve 

developments that might emerge. 

R e t a i l ou t l e t s and se rv i ce establ ishments o f f e r perhaps the 

greatest p o t e n t i a l f o r bank c r ed i t cards, p a r t i c u l a r l y smal l to medium-

s i zed bus inesses. Many smal l businesses f i n d bank plans an a t t r a c t i v e 

way to s e l l goods on c r e d i t . Even i f a smal l merchant has been operat ing 

h i s own c r ed i t f a c i l i t i e s , he may f i n d i t l e s s troublesome and l e s s 
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c o s t l y to p a r t i c i p a t e i n a bank p lan . On the other hand, l a rge department 

s tores have genera l l y r e s i s t e d honor ing bank c r e d i t cards . Many fear that 

customer l o y a l t y to the s tore might s u f f e r , and that they would lose an 

important marketing t o o l i f they d i d not use t h e i r own card or c r e d i t 

p l an . Such cons ide ra t i ons as these suggest that bank c r e d i t cards on 

balance enable smal ler merchants to compete more e f f e c t i v e l y w i th l a rge r 

r e t a i l e r s , p r i m a r i l y by making i t po s s i b l e f o r them to o f f e r the sor t of 

c r e d i t arrangements that t h e i r l a rge compet i tors o f f e r . 

The rap id and widespread acceptance of bank c r e d i t cards by 

consumers should, by now, have erased a l l doubt about the extent to which 

t h i s i nnovat ion i n bank f i nanc i ng serves the needs and conveniences of 

the p u b l i c . The f u l l impact of bank c r e d i t cards cannot be completely 

determined at t h i s time but we are con t inu ing to f o l l o w developments i n 

t h i s area c l o s e l y and w i l l be a l e r t to the economic e f f e c t s and imp l i ca -

t i on s on both the banks and t h e i r customers. 
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Table 1 

Cred i t Card P lans by C lass of Bank 

(Amounts i n m i l l i o n s of d o l l a r s ) 

A l l banks Na t i ona l banks State member 
banks 

Nonmember 
banks 

Number 
having 
plans 

Amount 
outstand-

ing 

Number 
having 
plans 

Amount 
outstand-

ing 

Number 
having 
plans 

Amount 
outstand-

ing 

Number 
having 
plans 

Amount 
outstand-

ing 

September 30, 1967-^ 197 633 119 496 34 100 44 37 

December 30, 1967-^ 390 828 187 636 50 145 153 47 

June 30, 1968^ 416 953 219 731 64 170 133 52 

December 31, 1968^ 510 1,312 272 1,019 65 210 173 83 

June 30, 1969^ 699 1,705 359 1,317 93 275 247 113 

December 31, 1969^ 1,207 2,639 618 1,960 155 470 434 209 

1/ Federa l Reserve study, Bank Cred i t -Card and Check-Credit P lans , J u l y 1968. 
2/ Federa l Deposi t Insurance Corporat ion, Report of C a l l . 
J3/ P r e l im ina ry . 
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Table 2 

Cred i t Card P lans by Size of Bank 

(Amount i n m i l l i o n s of d o l l a r s ) 

1/ Federa l Reserve Study, Bank Cred i t Card and Check C red i t P l ans , J u l y 1968. 
2/ Less than $50,000. 
3/ Federa l Depos i t Insurance Corporat ion, Report of C a l l . 
4/ P r e l im ina ry t a bu l a t i o n from December 31, 1969 Report of C a l l . 

September 30, 1967 - 1 December 31. 1968 - 1 December 31. 1969 ~ f 

Size o f Bank Number 
Amount 

Outstanding Number 
Amount 

Outstanding 
Amount 

Number Outstanding 
(To ta l depos i t s , i n 
m i l l i o n s o f d o l l a r s ) 

Amount 
Outstanding 

Amount 
Number Outstanding 

Under 5 2 2/ 29 1.2 56 1.2 

5-10 25 1.1 58 2.6 157 7.7 

10-25 34 7.8 123 15.7 331 42.2 

25-50 27 5.6 80 22.0 227 75.3 

50-100 26 17.8 67 48.5 153 134.2 

100-500 52 104.5 109 267.5 209 709.2 

500-1,000 13 91.2 19 152.7 41 460.8 

1,000 and over 18 404.9 25 801.3 33 1,208.1 

A l l s i z e groups 197 $633.0 510 $1,311.5 1,207 $2,638.7 
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Table 3 

Cred i t Card P lans : Insured Commercial Banks 
December 31, 1969 

A l l insured 
banks 

Na t i ona l 
State 
member 

Nonmember 

Number of unexpired c r e d i t 
cards (000) 59,823 37,323 3,829 13,666 

Accounts w i th outs tand ing ba lances: 
Number (000) 
Amount ($000) 

17,465 
2,638,723 

10,526 
1,959,465 

2,836 
470,094 

4,103 
209,164 

Net charge-o f f s dur ing 1969 ($000) 70,419 48,694 9,245 12,480 

Charge-of fs as 7» of end-of-year 
outstandings 2.67 2.49 1.97 5.97 

Accounts w i t h balances outs tand ing 
on December 31, 1969 as a per cent 
of t o t a l number of c r e d i t cards 29 28 32 30 

P r e l im ina ry t abu l a t i o n from December 31, 1969 Report of C a l l . 
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Table 4 

Bank Cred i t Card and Check Cred i t P lans 

(Amounts i n m i l l i o n s of d o l l a r s ) 

1/ 

1/ Data for repor t i ng banks represent ing approximately 95 per cent of the 
d o l l a r volume of bank c r e d i t card and check c r ed i t outstandings. 

SOURCE: Consumer Cred i t and Finances Sect ion, 
Board of Governors of the Federa l Reserve System. 

Outstandings 
end of month 

Extended 
dur ing month dur 

Repaid 
ing month 

C red i t 
card 

Check 
c r e d i t 

C red i t 
card 

Check 
c r e d i t 

C red i t 
card 

Check 
c r e d i t 

1968 
January 815 531 147 85 139 71 
February 817 543 120 78 118 66 
March 822 549 125 76 120 70 
A p r i l 859 570 158 95 121 74 
May 878 586 152 97 133 81 
June 914 600 155 93 119 79 
Ju l y 945 622 172 103 141 81 
August 983 644 175 103 137 81 
September 1,024 665 176 105 135 84 
October 1,066 687 195 111 153 89 
November 1,111 694 188 98 143 91 
December 1,265 739 318 134 164 89 

1969 
January 1,292 762 228 125 201 102 
February 1,321 769 190 113 161 106 
March 1,341 782 219 120 199 107 
A p r i l 1,457 814 270 147 154 115 
May 1,541 834 277 137 193 117 
June 1,631 859 299 138 209 113 
Ju l y 1,694 882 321 136 258 113 
August 1,759 901 312 130 247 111 
September 1,862 926 354 139 251 114 
October 1,935 941 370 137 297 122 
November 2,011 951 335 119 259 109 
December 2,282 982 581 156 310 125 

1970 
January 2,362 998 347 138 267 122 
February 2,384 1,006 351 122 329 114 
March 2,397 1,002 394 130 381 134 
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Table 5 

Bank Cred i t Card P lans by Federa l Reserve D i s t r i c t 
A l l Insured Commercial Banks 

(Amounts i n m i l l i o n s of d o l l a r s ) 

Federa l Reserve 
D i s t r i c t 

September 30, 1967—/ December 31. 19671/ December 31. 1968^ December 
3, 

31. 1969-Federa l Reserve 
D i s t r i c t 

Number 
o f f e r i n g 

p lan 

Amount 
outstand-

ing 

Number 
o f f e r i n g 

p l an 

Amount 
outstand-

ing 

Number 
o f f e r i n g 

p lan 

Amount 
outstand-

ing 

Number 
o f f e r i n g 

p l an 

Amount 
outstand-

ing 

Boston 14 21.8 16 27.9 21 57.5 155 "133.4 

New York 16 64.8 23 109.5 20 155.3 60 438.1 
Ph i l ade l ph i a 6 12.3 10 11.2 9 25.4 12 26.4 

Cleveland 6 26.9 14 31.2 48 63.7 186 176.1 

Richmtmd 5 28.2 13 38.9 28 92.7 75 319.0 

A t l an ta 20 30.6 43 40.0 53 99.5 243 301.4 

Chicago 35 126.2 86 153.2 107 181.6 152 246.6 

St. Lou is 10 12.3 36 22.2 57 52.8 69 91.6 

Minneapol is 5 .1 25 1.8 11 1.0 11 7.3 

Kansas C i t y 6 6.4 19 10.2 19 32.5 75 123.8 

Da l las 7 8.1 22 12.4 22 18.9 37 81.5 

San F ranc i sco 67 295.3 83 369.9 115 530.6 132 693.5 

A l l d i s t r i c t s 197 633.0 390 828.4 510 1,311.5 1,207 2,638.7 

1./ Federa l Reserve Study, Bank C red i t Card and Check C red i t P lans , Ju l y 1968, 
2 / Federa l Deposi t Insurance Corporat ion, Report of C a l l . 
3/ P re l im ina ry t abu l a t i on from December 31, 1969 Report of C a l l . 
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Table 6 

Ownership of Bank Cred i t Cards 

June 1969 

Selected Household 
Cha r a c t e r i s t i c s 

Households i n 
Sub sample 

Has Bank 
Cred i t Card 

Does Not Have 
Bank Cred i t Card Selected Household 

Cha r a c t e r i s t i c s 
Number 

Per 
Cent Number 

Per 
Cent Number 

Per 
Cent 

ie 
T o t a l Responses 5,137 100.0 1,324 25.8 3,813 74.2 

Educat ion Leve l 
Grade school or l ess 917 100.0 122 13.3 795 86.7 
Some h igh school 1,136 100.0 233 20.5 903 79.5 
Graduated h igh school 1,548 100.0 422 27.3 1,126 72.7 
Some co l l ege 676 100.0 213 31.5 463 68.5 
Graduated co l l ege 521 100.0 209 40.1 312 59.9 
Post-graduate co l l ege 297 100.0 118 39.7 179 60.3 

Income Leve l 
Less than $3,000 609 100.0 62 10.2 547 89.8 
$3,000 - 4,999 615 100.0 100 16.3 515 83.7 
$5,000 - 7,999 1,180 100.0 252 21.4 928 78.6 
$8,000 - 9,999 856 100.0 246 28.7 610 71.3 
$10,000 - 14,999 958 100.0 323 33.7 635 66.3 
Over $15,000 629 100.0 274 43.6 355 56.4 

Source: Federa l Reserve Board Survey of Consumer Awareness of Cred i t Costs . 
* 

Note: The sum of the educat ion or income c lasses does not add to the t o t a l 
s ince not a l l respondents ind i ca ted educat ion or income l e v e l . 
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Table 7 

Revolv ing Cred i t P lans 

(Amount outstanding - i n b i l l i o n s of d o l l a r s ) 

Type of C red i t December 31, 
1967 

June 30, 
1968 

December 31, 
1968 

June 30, 
1969 

December 31, 
1969 

Bank c r e d i t cards .8 1.0 1.3 1.7 '2.6 

2/ 
O i l companies 1.0 1.1 1.2 1.3 1.5 

Department s to re revo lv ing c r e d i t 3.5 3.6 3.7 3.8 .4.2 

R e t a i l charge accounts 5.9 5.3 6.5 5.6 6.7 

m • , 2 / T rave l and entertainment cards .1 .1 .1 .1 .1 

3/ 
A l l other - .2 .2 .2 .2 .2 

A l l types 11.5 11.3 13.0 12.7 15.3 

1/ Excludes check c r e d i t p lans . 
2 / Consumer p o r t i o n on ly . 
3J I n c l ud i ng l a rge independent c r e d i t card f i rms and revo lv ing c r e d i t accounts of 

nondepartment s to res . 

SOURCE: Consumer Cred i t and Finances Sect ion, 
Board of Governors of the Federa l Reserve System. 
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