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TRUTH IN LENDIIMQ 
Mr. DOUGLA$. Mr. President, once 

again I rise to introduce my bill requir- 
ing full. disclosure of the costs of per- 
sonal credit. This bill-the truth in 
lending bill-is being introduced for the 
fourth time. I introduced similar legk- 
lationin the 86th. 81th, and 88th Con- 
gresses, I must admit to some clisap- 
pointment over the failure thus far of 
Congress to enact this much needed re- 
form legislation. However, I learned 
long ago that any essential reform op- 
posed by powerful segments of American 
industry requires years of intensive effort 
before it results in a victory for the public 
interest. And so I console myself with 
the thought that the original Food and 
Drug Act of 1907 was passed only after 
it had met with the most intense opposi- 
tion from many of the food and drug 
companies. I t  was only after public in- 
dignation had been fully aroused that 
the Congress was able to enact even the 
most modest requirements to insure that 
foods and drugs marketed were safe and 
sanitary. 

Many years later the truth in secu- 
rities legislation of the 1930's was passed 
over the vehement protest of the New 
York financial community. The pres- 
ident of the New Yoi-k Stock Exchange, 
Mr. Whitney, opposed this reform in 
testimony before the Banking and Cur- 
rency Committee-the same committee 
that has been considering the truth in 
lending bill. Mr. Whitney, as I remem- 
ber it, predicted that if brokerage houses 
were required to tell the truth, that is. 
if they made a full disclosure of the sa- 
lient facts about the stocks which they 
offered for sale to the public, the stuck 
market would collapse. Mr. Whitney 
pleaded, in effect, that the stock market 
could continue to operate only so long 
as the gullible could be duped into buy- 
ing stocks on the basis of rnisinformcttion 
and fraud. 

The truth in securities legislation did 
not wreck the stock market. Instead, it 
became the salvation of reputable stock 
brokers and brokerage houses. 

These same arguments against the full 
disclosure of essential information have 
again come to the surface as we have 
considered the truth-in-lending bill. 
Lenders have solemnly and self-right- 
eously warned the Banking and Currency 
Committee that if we were to pass legis- 
lation to require the full disclosure of the 
ccW,s of consumer credit, the consumer 
credit industry would be destroyed. 

1n recent years the Congress has en- 
acted additional laws protecting the con- 
sumer, such as the Wool Products Label- 
ing Act of 1939, the Fur Labeling Act of 
1951, the Textile Fiber Products Identi- 
fication Act of 1958, and the Automobile 
Information Disclosure Act of 1958. But 
again, most of these laws were passed 
only after the most bitter controversy 
and violent opposition of the industry af - 
fected. And so, although I am disap- 
pointed that the truth-in-lending bill has 
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m t  yet been enacted; I thlnk that it is 
appropriate to p o s t  out again tha t  J 1  
refom measures which protect the pub- 
lic at large and which are opposed by 
powerful and well tlmnced segments of 
industry require a number of years be- 
fore they cad be signed into law. I am 
delighted to say that there are substan- 
tial segments of the personal credit in- 
dustry that do support the tmth-in-lend- 
ing bill. I simply wish that  more of the 
reputable members of the industry, such 
as the coinmercial bankers, would join 
in supporting this kind of reform legis- 
lation. 

I t  is unfortunate, however, that pow- 
erful segments or" the consumer credit 
industry habitually oppose any legisla- 
tion to establish ethical standards and 
protect the honest and efficient competi- 
tor in the industry. In  spite of this op- 
position, tile principle of truth in lend- 
ing has been proposed in a number of 
States and foreign countries and I un- 
derstand gradual progress is being made. 
For example, the Canadian Province of 
Nova Scotia has recently passed an act 
requiring the finance charge and simple 
annual race of interest to be disclosed on 
all credit transactions. It is ironic that 
a reform measure first proposed in this 
country has now been copied and enacted 
into law in another country, while we 
here are struggling to gain a foothold 
here. 

I. WIiAT T H E  BILL DOES 

Mr. President, the basic purpose of 
the truth-in-lending bill is to require that 
anyone who lends money or extends cred- 
it must supply the would-be borrower 
or credit user with two simple but vital 
facts : 

First. A statement of the total finance 
charge in dollars and cents; and 

Second. A statement of the finance 
charge expressed in terms of a true an- 
nual rate on the outstanding unpaid bal- 
ance of the obligation. 

The bill does not attempt to regulate 
or control the rate of interest or the cost 
of credit. 

The bill would enable the typical con- 
sumer to compare the cost of credit from 
various sources and make an intelligent 
decision. I t  would also assist him in de- 
ciding whether or not to borrow, pay 
cash, or save toward the purchase in- 
stead. 

Suppose, for example, a man  ants 
to borrow $1,500 to finance the pur- 
case of a car. Assume he goes to two 
lenders and the flrst states the payments 
will be $53.40 a month over 36 months 
while the second quotes payments of 
$60 over 30 months. Which credit plan 
is the cheapest? How can the buyer 
judge between these two lenders? 

The truth-in-lending bill would re- 
quire the lenders to provide the infor- 
mation the buyer needs. The first lend- 
er would be required to disclose that  
monthly payments 01 $53.40 over 36 
months actually amount to a total fi- 
nance charge of $432.40 a t  an annual 
rate of interest of 18.3 percent. The 
second lender would have to state that 
the payments he receives of $60 a month 
over 30 months amount to a total finance 
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charge of $300 at an  annual rate of in- ness .to their competitors. Up to now, 
terest of 15.5 percent. Thus the buyer tlless operators haxe been able to get by 
has the information to make an  intel- with charging exo.rbitan$ rates through 
ligent choice. confusion end sul?terfuge. Naturally, 

We would apply the same conditions they would like to continue this unhappy 
to those who sell the use of money as state of aiafrs. g u t  why shou~d we eon- 
we require from those who sell goods. tinue to subsidize their subterfuge? 
We expect the seller of breakfast food Second, many who charge high, but 
to a t  least state tne quantity and the not excessive, rates fear a loss of good 
price on the package. We expect the will when their customers flrst realize 
butcher to list the price per pound for the interest rate on their debt is not as 
the meat he sells. We expect the gaso- low as all these years they had been 
line dealer to disclose the price Per gal- fondly led to believe In  eflect, these 
lon he charges for gasoline. We expect lending institutions are arguing that 
food stores to post the price for milk Per the Government should maintain their 
quart at  the retail level. Why should customers in the deceptive style of life to 
not we expect the lender or credit ex- which they have become unwittingly ac- 
tender to post his price in a Similar customed. Aside from the ethical iin- 
fashion? plications involved in such a proposition, 

The price of credit has traditionally there are economic arguments against 
been expressed as a true annual rate on continued deception. The overall effi- 
the unpaid balance. Most loans on ciency of the economy requires that the 
homes have always been expressed in consumer should know the true cost of 
this manner as have interest rates on credit if he is to make an  intelligent 
business transactions. Interest rates on decision in the marketplace. I t  may be 
savings accounts in commercial banks that he would prefer to deal elsewhere, 
are expressed in terms of true annual pay cash, or save toward the purchase if 
rates. So are short-term interest rates he realized the true rate of interest. 
to businessmen to finance payrolls and III. HISTORY O F  INTEREST RATES 
the purchase of raw materials. It is A study of the history of interest rates Only when we turn the short-term will reveal that truth in lending legisla- consumer credit field, that we fnd a de- tion is nothing new, For example, over in the time-honored method Of 37 centuries ago in 1800 B.C., the king of expressing the price Of credit' Why ancient Babylonia decreed that all loans should we permit the seller of credit to 
be less honest with the unwary public had to be accompanied by a written con- 

tract setting forth the terms of the loan. than he is with the experienced busi- Moreover, if through subterfuge, a 
nessman? Why should not these lend- higher than legal sate of interest was ers state the amount of interest they are actually collected, the principal of the charging and its price in the form of an  loan was forfeited to the borrower annual rate of interest or charge? Who President, at the risk of 

Object to such an like the archest of reactionaries, Imerely mentary prerequisite of fair dealine? 
It was with this simple conviction that want to observe that if the prevention of 

I introduced the original truth-in-lend- subterfuge on interest rates was good 
ing bill over 5 years ago. enough for ancient Babylonia, it is good 

II enough for us. I t  should also be pointed out that in- 
Since that time the Banking and cur-  terest gouging has enjoyed an equally 

rency commit~ee has held extensive pub- long, if not honorable tradition. In an- 
lic hearings on truth in lending. In the cient Greece, loan sharks in Athens were 
last Congress alone, we heard from 135 known to have charged interest a t  the 
witnesses and the record of their testi- rate of 48 percent a month, or 576 percent 
mony runs to more than 1,600 Pages- We a year. And in the 15th century, Italian 
heard from bankers and bus drivers-- bankers charged the King of France 100 
from mayors and crane operators. We percent interest on a war loan while local 
have listened to numerous tales of in- merchants were borrowing at  only 5 per- 
terest gouging and shady practices, Some cent. Apparently, the King of France 
of which were truly shocking, even to was not considered to be a good credit 
the most skeptical observers. risk. 

Throughout these long and detailed During most of the Middle Ages, how- 
hearings, an endless series of technical ever, the "just price" doctrine was fol- 
objections were raised by those who OP- lowed in regard to the loaning of money. 
posed the bill. As these were disposed An interest rate of more than 6 percent 
oi, new ones arose to take their Place. was regarded as usury and this judgment 
The opponents of truth in lending have was backed up by the medieval church, 
an infinite capacity for conjuring UP which felt that ordinary citizens were a t  
mythical situations where they claim the a disadvantage in dealing with sophisti- 
bill might be somewhat difficult to ap- cated and worldly money lenders. The 
ply. church, therefore, established and en- 

I am convinced, nowever, that the real forced the 6-percent "just price" doc- 
objections to this bill are not technical trine to protect the public interest. 
but practical. First of all, by requiring The historical and moral sanctity 
a simple statement of true annual inter- given to the magic figure of 6 percent 
est, the law would obviously work to the survives to this very day and many lend- 
disadvantage of those who charge an ers go to great pains to disguise the fact 
excessively high rate of interest. If we that they are charging more than 6 per- 
pass this bill, these Arms will either have cent per year. Of course, the buy now 
to lower their rates or face a loss of busi- pay later instaliment plan was &eard 



of in the Middle Ages, and it would be 
unrealistic to expect anyone to ~rofitsbly 
loan money ~t 8 percent in maw areas 
of today's consumer credit market. 
Nevertheless, the reverent attitude ac- 
corded the historic 6 percent still sur- 
vives. 

IV. TBE GROWTR O F  CONSUMER CREDIT 

Mr. President, anyone who argues 
that we need not be concerned about in- 
terest rates should review the statistics 
on consumer credit. At the present time, 
long-term consumer debt, primarily f i x  
the form of home mortgages, amount,? 
to $196 billion while short- and inter. 
mediate-term consumer debt is $79 bU 
lion, or a total of $275 billion. This .I: 
almost the size of the entire nation8.1 
debt. 

What is even more startling is the 
dramatic rise in consumer debt in the 
last 20 years. Long-term consumer debt 
has increased 943 percent during that 
time; short- and intermediate-term con- 
sumer debt has increased 1,247 percent, 
while the national debt has increased by 
only 18 percent. I sometimes wonder 
what would happen if we ever urtually 
ado~ted  some of the simple piei:ies so 
ardently advanced by many of cur  con- 
servative collea~ues. We often hear. for 
example, that Government finance is no 
different from family finance and that 
the Government should manage its 
money like the typical American family. 
Consider the national debt today if the 
Government had increased its debt at  
the same rate the American consumer 
increased his. I t  would be nearly $3 
trillion. 

Perhaps the most striking figure of all, 
however, is the interest paid on con- 
sumer debt. The interest payments on 
long-term con:iumer debt are conserva- 
tively estimated a t  $10 billion a year, 
while short- and intermediate-term 
debts account for at  least another $10 
billion a year. Thus, the American con- 
sumer, with a total debt just under the 
national debt, is paying at  least $20 bil- 
lion a year in interest, or nearly double 
the annual interest charge on the na- 
tional debt. I personally believe that the 
total is considerably more than this, but 
I[ am trying to err on the conservative 
side. 

Thus, by any standard, consumer 
credit has become big business. In the 
short- and intermediate-term fleld alone. 
most of which :r cludes installment debt, 
the American 1~1~7~sumer is paying a t  least 
$10 billion a yr:t r in interest and, in my 
judgment, actually more. This is more 
than all the sales of the entire natural 
gas industry. Anything we can do to 
increase the i.:ompetition in the growing 
field of consumer credit, in which there 
is almost no pdce competition, can save 
the American people millions or even 
billions of dollars a gear. 

con- Mr. President. 1 ask unanimou- 
sent that several tables on the history 
of consumer, corporate, and Federal debt 
be included in the RECORD at  the end of 
my remarks. 
The PRESXDING OWTG'ER. With- 

out objection, I t  is so ordered. 

JGRESSIONAL RECORD - SENA 
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V. TI IE WONDERLAND OF CkCReflIT 

Mr. DOUQLAB. Mr. President, inde- 
pendent studies as well as the hearings 
of the Banking and Currency Subcom- 
mittee reveal that most consumers do 
not know what rate of interest they are 
being charged on an installment pur- 
chase or small loan. Most of the blame 
for this state of affairs lies not in the 
inherent ignorance of the buyer but in 
the confusing practices of the seller. 

Dr. Theodore 0. Yntema, vice presi- 
dent in charge of finance for the Ford 
Motor Co., testifying once before an- 
other Senate committee, warned: 

The variety and complexlty of finance and 
lnsurance arrangements and the charges for 
them are such as almost to defy compre- 
hension. It is impossible for the average 
buyer to appralse the rates for finance and 
insurance services offered, as compared with 
alternatives available elsewhere. 

A credit union manager with many 
years of experience in the lending field 
vividly described the dilemma of today's 
consumer. He said: 

The average borrower is caught in a won- 
derland of credit where percentages multiply 
and divide at will, where flnance charges 
materialize on command and fees are col- 
lected on the way out; where sharp practlces 
and rackets not only inflate the costs of 
credit, but also impose enormous flnancial 
hardships on the debtor, partlcularly those 
who can least afford it. 

There are several widely used methods 
by which this confusion is created and 
perpetuated by lenders and credit ex- 
tenders. 

First, often no rate a t  all is quoted 
to the consumer: This is the simplest 
and most direct method of obscuring 
the cost of credit. The borrower is, for 
example, merely told that he will pay 
$10 down and $10 a month. Neither 
the total finance charge nor the interest 
rate is evident. And unless tlie bor- 
rower is a persistent questioner and skill- 
ful mathematician, he will not discover 
the true facts. 

Second, the add-on rate: The borrower 
is told that the finance charge will be 
$6 on a 1-year, $100 loan, repayable in 
equal monthly installments. The lend- 
er represents this to be a 6-percent loan, 
but such a claim is merely a play on the 
number six. The actual rate is almost 
12 percent, or nearly double the stated 
rate, because the borrower is constantly 
repaying the loan over the year and does 
not have the use of $100 for a full year. 
His average debt over the year is only 
about $50. In other words, the interest 
rate is quoted on the original amount 
of the debt and not on the declining or 
unpaid balance as is the custom in busi- 
ness credit, government loans, or mort- 
gage transactions. In reality the bor- 
rower is asked to pay interest on amounts 
he has already repaid. 

Third, the discount rate: This is a 
variation of the add-on rate. In the case 
of the add-on, the borrower receives $100 
in cash or goods and must pay back $106. 
In the case of the discount technique, the 
consumer "borrows" $100 but only re- 
ceives $94. The finance charge again is 

$6 and is often represented, as being 6- 
percent intereat. Again, the actual rak 
is almost 12 percent, or twZco she quoted 
rate beeawe the borrower is periodically 
repaying the loan. 

Fourth, a simple monthly rate: This 
rate statement method is usl~ltlly quoted 
by small loan companies and by retail- 
ers using revolving credit plans. The 
finance rate is represented as  being 1.2, 
3. or 4 percent Per month. The true an- 
nual rate in this case is 12 times the 
quoted figure, or 12.24, 36, or 48 percent 
per year, i f  the interest is based upon the 
unpaid balance at  the end of each month. 
If it is based upon the original amount of 
the loan, the simple annual rate is ap- 
proximately 24 times the quoted figure, 
or in the illustrations cited 24, 48, 72, or 
96 percent per year. 

Fifth, "loading the camel": Some- 
times lenders compound the camoufiag- 
ing of credit by loading on all sorts of 
extraneous fees, such as exorbitant fees 
for credit life insurance and excessive 
fees for credit investigations, processing 
and handling. These charges are a cost 
of doing business, and should rightfully 
be figured in with the interest or finance 
charges. By excluding them in a sep- 
arate list, the interest rate can be super- 
ficially reduced. However, a comparison 
with other rates would now become vir- 
tually meaningless. This, of course, 
would be the purpose of all this sleight 
of hand in the first place. 

Some dealers are even unwilling to use 
the word "interest." They prefer to call 
it a "small monthly service charge." In- 
deed, the delicate semantics which ac- 
company the consumer credit business 
remind me of the turtle in Alice in Won- 
derland who insisted that when he used 
a word, it meant exactly what he in- 
tended it to mean, no more and no less. 

Transferring these practices into some 
typical examples, we find that- 

The 3-percent-per-month plan of 
small loan companies is really 36 percent 
per year. 

The 4%-percent new car flmncing 
plan of some commercial banks is really 
9 percent per year. 

The advertised 5-percent rate on home 
improvement loans is not less than a 
6-percent flrst mortgage, but nearly 
twice as much, or almost 10 gcrcent per 
year. 

The so-called 6-percent rate for A- 
nancing used cars offered by some dealers 
is at  least 12 percent per year and some- 
times very much higher-18 to 25 per- 
cent per year or more. 

The cost of teenage credit now being 
promoted by some retailers as only "Pen- 
nies per week" is sometimes as high as 
80 percent per year. 

VI. CREDIT ABUSES. 

The inevitable and tragic outcome of 
this policy of deception was made sbun- 
dantly clear during the hearings before 
the Banking and Currency Subcornit- 
tee in the last session of Congress. A few 
examples will suffice to illustrate the 
point: 

A man in Jersey City bought a TV set 
, for $123.88. He was given a coupon book 



which called for 24 monthly ga~ment8 
of $17.50. We were shocked when we 
computed the interest rate. I t  was 229 
percent per year. What is even mere 
tragic, he had to keep up the payments 
or lose his jab. 

A housewife on the lower East Side of 
Manhattan purchased a couch from a 
door-ta-door salesman for $300. The .-- . 

payments were set a t  $12 every 2 weeks 
for 2 years. The total interest charge 
was thus $324 and the annual rate was 
107 percent, although not a word of this 
was mentioned at the time of the sale. 

A New Jersey busdriver borrowed 
$1,000 from a small loan company. He 
was told the interest rate was 4.5 percent. 
The actual rate turned out to be 29.5 oer- 
cent, or more than six and a half times 
the claimed rate. Had the borrower 
known this a t  the start, he said he would 
have dealt with a lower cost lender. 

A similar case occurred in Pittsburgh 
when a witness testified that he borrowed 
$900 from a small loan company and was 
told that his monthly payments would 
be $58.10 for 24 months. We computed 
the interest rate in this case and were 
amazed to discover it was 52 percent 
per year. 

Another New York witness bought a 
television set on credit for 30 months. 
We figured out ;he interest rate on this 
transaction, and it turned out to be 143 
percent. We asked the witness whether 
she would have signed the contract if 
she had known the interest rate. The 
witness replied, "Never in my life." 

Testimony before the committee also 
revealed that Negroes and Puerto Ricans 
in New York were systematically and 
automatically charged a higher rate of 
interest, regardless of their individual 
credit standing. 

VII. FLIMFLAMMING THE EDUCATED 

But it is not oiily the poor. the unedu- 
catcd, or the members of a minority 
group who are victimized by the hidden 
cost o f  credit. The educated middle 
classes are also being duped. East, year 
the distinguished senior Senator from 
Indiana performed a public service by 
publishing a table in the CONGRESSIONAL 
RECORD which revealed the true rates of 
annual interest charged for college edu- 
cation loans. While Federal loans are 
available for 3 percent and various State 
plans run from 3 to 6 percent, I was 
shocked to learn that some of the private 
loans plans which are offered to students 
and parents by our leading colleges and 
universities involved an interest rate as 
high as 60 percent per year. Invariably, 
the lending institutions with the highest 
rates establish subsidiaries with high 
sounding names such as the Tuition 
Ran, Inc., or Education Funds, Inc. The 
latter is a subsidiary of the Household 
Finance Co., which saturates television 
with advertisements telling us to borrow 
confidently. Unfortunately, they do not 
tell us this conlidence is going to cost 
anywhere from 26 to 54 percent per year 
in interest and other charges on their 
college education loans. 

No doubt these small loan companies 
would self-righteously argue that the 
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cost of these incessant television adver- 
tisements @re responsible for the high in- 
terest rates that they charge on their 
loans, whlch they are peddling through 
the auspices of hundreds of colleges and 
universities. 

To my knowledge. the colleges and 
universities unwittingly continue to col- 
laborate with these high-cost lenders of 
educational loans. Even college presi- 
dents and their administrative staffs 
have been duped by the prolific tech- 
niques now used by these high-cost lend- 
ers to camouflage the costs of their credit 
plans. My truth-in-lending bill would a t  
least educate the educators about the 
costs of credit. 

Perhaps the most discouraging fact of 
all, as I understand it, is that many 
church schools and colleges are now 
unkllowingly sponsoring these high-cost 
education loan plans offered by small 
loan companies and automobile finance 
corporations. I t  is tragic that the 
church groups, with their long tradition 
against usury, have been misled by the 
deceptive trade practices that now per- 
vade the consumer lending Aeld. I am 
sure that these groups do not know what 
is being done. I hope they wake up. 

Equally shocking is the invasion of the 
underworld into the consumer credit 
field. Joe Valachi, when he testified be- 
fore the Senate Permanent Investiga- 
tions Subcommittee, exposed the extent 
to which the Cosa Nostra was involved 
in the loan sharking or "juice" racket. 
A recent investigation in New York State 
also revealed that the underworld was 
moving into the loan-sharking business 
and was using the income derived from 
exorbitapt rates as a major source of 
revenue for its other nefarious activities. 

Apparently, local and State laws have 
proved to be inadequate to deal with 
this nationwide loan-sharking scandal. 
My truth-in-lending bill would require 
all credit extenders to disclose the essen- 
tial facts in connection with a credit 
transaction. Either the underworld 
would have to comply with this truth-in- 
lending bill and disclose the fact that 
they are charging 200,300, or 400 percent 
per annum in interest rates or they would 
run the risk of being imprisoned for will- 
fully violating a Federal law. In this 
way the truth-in-lending bill would help 
stamp out what is regarded today as the 
underworld's primary source of income, 
the growing loan-shark racket. 

V I U .  BILKING SERVICEMEN 

For a number of years I have been 
hearing more and more complaints about 
the exorbitant rates of interest service- 
men are forced to pay on all types of 
credit transactions. 

Recent hearings before the House 
Banking and Currency Committee have 
slso revealed the shocking operations of 
a small loan finance company which has 
systematically bilked our American serv- 
icemen. According to the hearings, this 
company specializes in auto loans and 
masquerades under an official sounding 
name as though it were a Government 
agency. It has charged interest rates 
as high as 100 percent over a 2-year 

ATE 

period. The A n n  also adds an excessive 
charge for insurance which frequently 
turns out tu be nonexistent or with a 
defunct company. All too often, those 
victimized are low-paid enlisted men who 
can ill afford such a drain ugon their 
meager budgets. 

ER. OBJECTIONS TO THE BILL 

Now Mr. President, what are same of 
the technical objections that have been 
raised against this bill? 

First of all, it has been charged that 
an interest rate is too diEicult to com- 
pute. I t  is said that it would impose an 
intolerable burden upon the poor sales 
clerks who would have to make compli- 
cated computations with each sale. I 
think the most effective answer to this 
charge was given by former Under Sec- 
retary of Commerce Edward Gudeman, 
who had years of experience in retailing 
with Sears, ~oebuck. In  answer to this 
point, Mr. Gudeman said: 

We must realize that consumer credit ex- 
tenders begin by setting all their charges In- 
dividually and in total on an annual rate 
basis. This means that the businessman in 
setting his charges works backward from an 
annual rate determined In light of his own 
financing costs and the behavior of his 
competitors. This being so it is dimcult t o  
understand why the average businessman 
cannot easily state the annual rate implicit 
in his total rate charges. 

In addition, there are several pocket 
size slide rules that are simple to operate. 
These devices can rapidly compute the 
true annual rate of interest on any in- 
stallment purchase and I am exhibiting 
two of them. One is primarily for the 
lender and costs 4 cents to manufacture. 
I t  is primarily for the borrower. The 
other is a circular slide rule accurate to 
one-tenth of 1 percent and is primarily 
for lenders and the extenders of credit. 
It is issued by the Credit Union Supply 
Cooperative. 

Second, it is charged that dealers will 
bury the finance charge by hiking the 
cost of the merchandise if they are re- 
quired to state the true rate of interest. 
This, is an ingenious but obviously un- 
sound tactic. The dealer who attempts 
to do this will soon price his goods out of 
the market. His more ethical competi- 
tors would advertise and offer a lower 
price for merchandise and they would 
get the business. 

The present system works in just the 
opposite way-it gives the edge to the 
unethical. Such operators have been 
known to advertise ridiculously low 
prices while recouping their losses in the 
hidden finance charges. In effect, they 
give it away in the big print and take it 
back in the fine print. The truth in 
lending bill would make it difficult to 
continue this racket. 

Third, it is claimed that most consum- 
ers do not care about interest rates. 
This claim is directly contrary to the 
statements of many witnesses who re- 
lated their sad experiences before our 
committee. Many of these people said 
they never would have agreed to a par- 
ticular transaction if the had known 
the interest rate was as high as it wns. 
I think the notion that consumers do 
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not ,tOere a b u t  interest rates Is protinbly 
due to the confusing manner in which 
credlt is dispensed. The average per- 
son usually gives up when confronted 
with the probIem ~f computing a. rate 
of interest from the meager informatio~ 
s u ~ ~ l i e d  by a fast talking salesman. and 
accepts instead, his bland assurance bhat 
the G t e  is the lowest in town. 

However, if every dealer and lender 
were required ta compute and state the 
rate of interest in a uniform mariner. 
the consumer would soon become edu- 
cated to the mysteries of credit and 
would be able to hold his own. 

Fourth, i t  is claimed that a disclosure 
of true interest rates will retard sales.. 
No real evidence has been presented tc ,  
support this view. I feel it is more logl- 
cal to assume the opposite. Consumers 
will shift their borrowing from high-cost 
to low-cost lenders, and thus have added 
purchasing power a t  their disposal with 
which to buy more than they otherwise 
could. The bill should also stimulate a 
greater use of consumer credlt by those 
who have been fearful of its mysteries. 

Fifth, it has been argued that lib* bill 
would not work i:u the case of revolving 
charge accounts because the lengbh of 
time the money is borrowed cannot be 
known in advance. I have carefu.11~ Us- 
tened to the arguments on this point, 
and I have amended the bill to take 
these objections into account. This ob- 
jection now is somewhat difficult to 
understand since most revolving charge 
accounts state a monthly rate of 3, or 
1 '/z percenrt, All this bill dues is require 
that such monthly rate be multipled by 
12 to indicate the true annual rate of 
12 or 18 percent. 

X. REASONS FOR THE BILL 

There are at  least five reasons why the 
truth in lending bill ought to be enacted. 

First, it protecks consumer rights: The 
American consumer is entitled to know 
the truth about credit rates and 
charges-to be informed about credit 
costs so that he can exercise his right 
to make intelligent choices among vari- 
ous credit plans. 

President Johnson aptly summed it up 
in his 1964 consumer message in which 
he endorsed the truth in lending bill. 
The President said : 

The cost of such credlt must be made as 
clear and unambifguous a s  possible, elimtnat- 
ing all possibility G?. abuse. The antiquated 
legel doctrine. ":et r'le huyer beware," should 
be superseded b.1 ' h a  doctrine, "let the seller 
maxe full disclwui'.? ." 

And I would P~r ther  argue that we 
cannot fully win. the war on poverty 
unless we also put a stop to the activities 
of those who prey upon the poor and 
profit from thuir unfortunate circum- 
sta.nces. We inust also win the war 
against the loan shark and the fast-buck 
artist. We must provide the poor and 
uneducated with some defense against 
the smooth talking salesmen who often 
have saddled families with years of debt 
at  exhorbitant rates of interest. I be- 
lieve the truth-in-lending bill will tip 
the scale of justice a little way back to- 
ward the consumer. It will give a11 con- 

aumers, end espeoially the poor, a better The truth-in-lending bill will correct 
chance in today's ~Otnplex marketplace. this sittbation by disclosing the interest 

Second, protecting businemmen: I n  rate on mnsumer debt. €?hwmea in the 
addliion to protecting consumers, the rate could then have their Rhoper effect 
truth-in-lending WI will protect the of stimulating or d l a c ~ u r a g t ~  ~wchm8 
ethical lender from losing budness to  his and thus hewing to stabilize the 
unscrupulous competitors. In a, field as economy. 
complicated as credit, it is perhaps in- mfth, encouraging economic growth: 
evitable that a few sharp operators will NO one can accuratelp~mertaurre the ex- 
try to steal a march on their honest col- tent of economic waste when consumers 
leagues by ma&g exaggerated and mis- pay too much for credit because they are 
leading claims with respect to credit. unaware of what it really costs or are 
Soon all are forced to follow suit. unable to shop around for lower credit 

However, if we Itquire every lender to prices. However, to the extent that with 
compute and state the true rate of fn- full information about the cost of credit, 
terest in a uniform manner. we will break consumers will use i t  more emciently, it 
the endless chain of misleading claims will contribute to the growth of the 
and shabby deceptions. A lender can economy. m i s  point has been fully 
confidently and freely state the true in- recognhd by experts in the field of 
terest on his loan, secure from the fear credit. 
that a higher cost competitor will lure For instance, the Federal Reserve Bank 
his customers away with phony statistics. of Philadelphia in the April 1980 issue of 

Third, invigorating com~etition: its Business Review pointed out that a 
Every businessman pays lipservice to real burden for the economy "occurs b e  
competitive free enterprise, but when we collsumers often buy on time in an 
get down to actual cases, it often turns uninformed way without knowing the 
out that ~0mpetiti0n is desirable only for of the money they are borrowing. 
the other fellow. Nevertheless. from the When they do this, they not only hurt 
standpoint of the public interest, it is themselves, but they reduce the efficiency 
generally sound policy to insist upon with which the economy provides goods 
vigorous price competition within a given and senices in accordance with con- 
industry. Unfortunately, this is not the sumer taste." 
case in the credit industry. Since the I, short, ~ ~ d ~ ~ ~ l  R~~~~~~ ofacinls be- 
cost is usually hidden or misstated, those lieve that the economic growth of the 
who provide credit do not really Compete  ti^^ is jeopardized when collsumer- 
in terms of price. Rather, high-pressure are misled about the price of credit. 
salesmanship, advertising gimmickry or 
other nonrational factors become deci- XI.  CONCLUSION 

sive. such a system permits many in- Basically, the question is whether we 
efficient, high-cost lending institutions to want truth Prevail in the marketplace. 
survive and flourish. Men often fear truth, but ultimately i t  is 

If  consumers had an  effective yardstick be~.eflclal and healing. 1t rewards the 
with which to measure the cost of credit, ethlcal and deters the careless and less 
we would restore price competition with- ethical. In the end it benefits all but the 
in the credit industry. ~ igh-cos t  firms determined and C O ~ S C ~ O U S  wrongdoers. 
would have to become more emcient to MY bill gives to everyone the chance to 
stay in business. High-proflt firms would conform to the standards which the vast 
have to be satisfied with reasonable majority know in their hearts to be right. 
profits. And in the end, all consumers Truth, like sunlight, is a powerful dis- 
would beneflt in the form of cheaper infectant. This bill would throw light 
credit. into dark places and, by that very fact, 

Fourth, stabilizing the economy: The help to clear up many of the abuses that 
cost of credit that is the interest rate, plague the consumer credit marketplace. 
functions as a built-in economic stabil- Our last two Presidents have given 
izer. When inflation or overexpansion their strong endorsements to the truth- 
threatens a rise in the rate of interest can in-lending bill. President Kennedy, in 
discourage investment and force the his 1962 consumer message, said : 
economy back upon an even keel. Con- Excessive and untimely use of credit aria- 
versely, when recession or underinvest- ing out of ignorance of its true cost is harm- 
ment becomes a threat, a lowering of ful both to the sta~ility of the emnomy and 
interest rates can encourage investment to the welfare of the public. Legislation 
and help check a downward spiral. should therefore be enacted requiring lenders 

This mechanism does function in the m d  vendors to disclose to borrowers in ad- 
vance the actual amounts and rates which business world since business loans dis- they will be paying for credit. 

close the true rate of interest and busi- 
nessmen can therefore react to changes And President Johnson, in his lgfi4 
in interest rates. However. the mecha- consumer message to the Congress 
nism breaks down in the held of con- 
sumer credit where interest rates are 
generally obscured. As a result, a rise 
in the interest rate on consumer install- 
ment purchases will not curb an  excessive 
level of demand because most consumers 
simply do not realize the rate is belng 
raised. By the same token, a lowering 
of the rate will have little effect in stimu- 
lating consumer willingness to buy on 
credit when recession threatens. 

stated : 
I recommend enactment of legislation re- 

quiring all lenders and extenders of credit 
to dleclose to borrowers in advance the actual 
amount of their commitment and the annual 
rate of interest they will be requlred to pay. 

And so, Mr. President, let us keep our 
commitment to the American consumer 
and pass a law which will give him an 
even break tn today's comp1e;g market- 
place--let us r e&hn  our fahth in the 
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free enterprise system and the ~eneficial 
effects of honest competition-let us re- 
store to the 8eld of consumer Credit the 
elementary prerequisite8 of fair daling- 
let us pass $he truth-hl-lending bill. 

Mr. President, in previ'aus years when 
introducing the truth-in-lendlng bill 1 
have encouraged other Members of the 
Senah to cospomr the measure. I wish 
tQ ezptw my deep gratitude to all Mem- 
bers of the Senate who have supported 
this legislation in the past. 

However, this year I have not circu- 
lated this bill in advance seeking cospon- 
sors. Frankly, the cosponsors of the 
previous truth-in-lending bills have been 
subjected to extreme pressure by the 
opponents of this legislation. Of course, 
this is the classic problem with legislation 
such as this which benefits the public ~t 
large and which is opposed by a few 
powerful, organized, and well financed 
lobbies, rich!y filled with Washington 
lawyers, public relations experts, and 
last but not least, campaign war chests. 
I do not wish to subject my colleagues to 
these risks. 

Of course. I appreciate the interest of 
all of those Members of the Senate who 
feel that this legislation is desirable and 
in the national interest and I will be 
glad to welcome their support. However, 
I did wish to make clear to the friends 
of this legislation outside the Congress 
the reasons why I have not distributed 
this bill to other Members to invite 
cosponsorship. 

Mr. President, I request that the text 
of the bill be printed in the RECORD im- 
mediately following my remarks. 

The PRESIDING OFFICER. The 
bill will be received and appropriately 
referred; and, without objection, the bill 
will be printed in the RECORD. 

The bill (S. 2275) to assist in the pro- 
motion of economic stabilization by re- 
quiring the disclosure of finance charges 
in- connection with extensions of credit, 
was received, read twice by its title, re- 
ferred to the Committee on Banking and 
Currency, and ordered to be printed in 
the RECORD, as follows: 

S. 2275 
Be i t  enacted b y  the  Senate and Ho~ise 

of Representatives of the United States of 
Amertca in Congress assembled, That this 
Act may be cited as the "Truth in Lending 
Act". 

DECLARATION OF PURPOSE 

SEC. 2. The Congress flnds and declares 
that economic stabilization is threatened by 
the untimely use of credit for the acquisition 
of property and services. The untimely use 
of credit results frequently from a lack of 
awareness of the cost thereof to the user. 
It is the purpose of this Act to assure a full 
disclosure of such cost with a view to pre- 
venting the uninformed use of credit to the 
detriment of the national economy. 

DEFINITIONS 

QEC. 3. As used in this Act, the term- 
(1) "Board" means the Board of Governors 

of the Federal Reserve System. 
( 2 )  "Crectft" rneans any loan, mortgage, 

deed of trust, advance, or discount; any con- 
ditional sales contract: any contract to sell, 
or sale, or contract of sale of property or serv- 
ices, either for present, or future delivery, 
under which pait or all of the price is pay- 
able subsequent to the making of such sale 
or contract; any rental-purchase contract; 
any contract or arrangement for the hire, 

ballment, or leaslng of property: any option, 
demand, lien, pledge, or other claim against. 
or for the delivery of, property or money; 
any purchase, or other acquisltion of, or any 
credit upoh the SecUPity of, any obllgatlon 
or claim arising out of any of the foregoing; 
and any ttanSaCtiOn or series of transactions 
havtng a slmilar purpose or efFect. 

(31 "Finance charge" rneaps the sum of all 
the charge8 (including but not l b l t e d  ta 
interest, fees, service charges, and dlsoounts) 
whlch any person fo whom credit is extended 
incurs in connection with, and M as ind-  
dent to, the extension of such credit. 

(4) "Creditor" means any person engaged 
in the business of extending credit (includ- 
ing any person who as a regular business 
practice makes loans or sells or rents prop- 
erty or services on a time, credit, or install- 
ment basis, either as principal or as agent) 
who requires, as an incident to the exten- 
sion of credit, the payment of a finance 
charge. 

(5) "Person" means any individual, corpo- 
ratioil, partnership. association, or other 
organized group of persons, or the legal 
successor or representative of the foregolng, 
and includes the United States or any agency 
thereof, or any other government, or any 
of its political subdivisions, or any agency of 
the foregoing. 

DISCLOSURE O F  FINANCE CHARGES 

SEC. 4. (a) Except as provided in, subsec- 
tion ( b ) ,  any creditor shall furnish to each 
person to whom credit is extended, prior to 
the consummation of the transaction, a clear 
statement in writing setting forth, to the 
extent applicable and ascertainable and in 
accordance with rules and regulations pre- 
scribed by the Cuard, the following informa- 
tion- 

(1) the cash price or delivered price of the 
property or serviqe to be acqulred; 

(2) the amounts, if any, to be credited as 
douT!payment and/or trade-in; 

( 3 )  the difference between the amounts set 
forth under clauses (1) and (2)  ; 

(4) the charges, individually itemized, 
which are paid or to be paid by such per- 
son in connection with the transaction but 
which arc not incident to the extension of 
credit; 

(5) the total amount to be financed; 
(6)  the Anance charge expressed in terms 

of dollars and cents; and 
(7) the percenttge that the finance charge 

bears to the total amount to be financed ex- 
pressed as a simple annual rate on the 
periodic unpaid balance of the obligation. 

(b)  Any creditor agreeing to extend credit 
to any person pursuant to a revolving or 
open-end credit plan shall, in accordance 
with rules and regulations prescribed by the 
Board and in lieu of the information de- 
scribed in subsection (a)- 

(1) furnish to such person, prior to agree- 
ing to extend credit under such plan, a clear 
ststement in writing setting forth the simple 
annual percentage rate or rates a t  which a 
finance charge will be imposed on the 
monthly unpaid balance; and 

(2) furnish to such person, a t  the end 
of each monthly period (which need not be 
a calendar month) following the entering 
into of any such agreement, a clear state- 
merit in writing setting forth to the extent 
applicable and ascertainable- 

( A )  the outstanding balance in the ac- 
count of such person as of the beginning of 
scch monthly period: 

(B) the amount of each extension of 
credit to such person (including the cash 
price or delivered price of any property or 
service acquired by such person) during 
such period and, unless previously furnished, 
the date thereof and a brief identification of 
any property or services so acquired: 

( C )  the total amount received from, or 
credited to the account of, such person dur- 
ing such perlod; 

(D) the finance charge (in dollars and 
cents) required for such period; 
(E) the outatsndlng balance i n  the ac- 

count of such person as of the end of such 
monthly period: and 
(F) the simple annual percentage rate or 

rates a t  which a finance charge has been 
imposed on the monthly unpaid balance. 
As used in this subsection, the term 'Ye- 
volvlng or open-end credit plm" means a 
credit plan prescribing tha terms of credlt 
transactions which may be made thereunder 
from time to time and under the terms of 
which a finance charge may be computed on 
the outstancling unpaid balance from time 
to time thereunder. 

(c)  If information disclosed ln accordance 
with this section and any regulntions pre- 
scribed by the Board is subsequently ren- 
dered inaccurate as the result of a prepay- 
ment, late payment, or other adjustment 
in the credit agreement through mutual con- 
sent of the parties, the inaccuracy resulting 
therefrom shall not constitute a violation 
of this section. 

REGULATIONS 

SEC. 5. (a) The Board shall prescribe such 
rules and regulations as may be necessary or 
proper in carrying out the provisions of this 
Act. Such rules and regulations shall (1) 
include a description of (A)  the methods 
which may be used in determining the 
"simple annual rate" or "simple annual per- 
centage rate or rates" for the purpose of sec- 
tion 4, and (B) the size of type or lettering 
which shzl! be used in setting forth informa- 
tion required by such section, (2)  prescribe 
reasonable tolerances of accuracy with re- 
spect to disclosing information under such 
section, and (3) require that such informa- 
tion be set forth in bold type and with suf- 
flcient prominence to insure that it will 
not be overlooked by the person to whom 
credit is extended. Any rule or regulation 
prescribed hereunder may contain such 
classifications and differentiations, and may 
provide for such adjustments and excep- 
tions as in the judgment of the Board are 
necessary or proper to effsctuate the pur- 
poses of this Act or to prevent circumvention 
or evasion, or to facilitate the enforcement 
of this Act, or any rule or regulation issued 
thereunder. In prescribing any exceptions 
hereunder with respect to any particular 
type of credit transaction, the Board shall 
consider whether in such transactions com- 
pliarice with the disclosure requirements of 
this Act Is being achieved under any other 
Act of Congress. 

( b )  In  the exercise of its powers under 
this section, the Board shall request the 
views of other Federal agencies exercising 
regulatory functions with respect to credi- 
tors, or any class of creditors, which are 
subject to the provisions of this Act, and such 
agencies shall furnish such views upon re- 
quest of the Board. 

Ic) The Board shall establish an advisory 
committee, consisting of not more than nine 
members, to advise and consult with i t  in 
the exercise of its powers under this section. 
In appointing members to such committee 
the Board shall seek to achieve a fair repre- 
sentation of the interest of sellers of mer- 
chandise on credit, lenders, and the public 
Such committee shall meet from time to time 
at the call of the Board, and members thereof 
shall be paid transportation expenses and 
not to exceed $26 per diem in lieu of sub- 
sistence. as authorized by section 5 of the 
Act of August 2, 1946 (5  U.S.C. 73b-2). 

EPFECl' ON STATE LAWS 

Sxc. 6 .  (a) Tnis Act shall not be construed 
to annul, or to exempt any creditor from 
complying with, the l a w  of any State .re- 
lating to tho disclosure of information in 
connection with credit transactions, except 
to the extent tha,t such laws are directly in- 



consistent wlth the provlalons of this ?st 
or regulations Ifsued thereunder. 

(b) The BoarLsha?l py_ reelattpn ex@:pt 
from the requkments of tifib Act any credlt 
transactions or class of transactions whlch 
It determines are effectively regulated under 
the laws of any Stgte so as to require the 
disclosure by the creditor of the erne  In- 
formation as is requlred under aectlon 4 of 
this Act. 

CIVIL AND CRIMINAL PENALTfES 

SEC. 7. (a)  Clvll penalties: Any creator 
who in connection with any credlt transac- 
tlon falls to disclose to any person any in- 
formation in vlolatlon of thls Act or any 
regulatlon issued thereunder shall be liable 
to such person in the amount of $100, or in 
an amount equal ta twice the total flnance 
charge required by such creditor in con- 
nection wlth such transactlon, whlchever 1s 
greater, except that such llablllty shall not 
exceed $2,090 oh any credlt transaction. Ac- 
tion to recover such penalty may be brought 
by such person withln one year from the 
date of the occurrence of the vlolatlon, In 
any court of competent jurlsdlction. In 

any such action, no person shall be entitled 
to recover such penalty solely as tBe result 
of ttbe erroneous conipu%ation of any per- 
centage requIred by sectlor? -+(a) (7), 4(b) 
( I ) ,  or 4(b) (2) (B) of this Act to be dis- 
closed to such person, U the percentage dls- 
closed to such person pursuant to tU Act 
was in fact greater than the percentage re- 
q u l r e d  by such sectlon, or by the regula- 
tions prescribed by the Board, to be dlscloaed. 
In any actlon urider thie subsectlon in which 
any person Is entltled to a recovery, the 
creditor shall be liable for reasonable at- 
torneys' fees and court costs as determined 
1)y the court. As used in this subsection, 
,he term "court of competent jurisdiction" 
neans either any Federal court of competent 

,burisdiction regardless of the amount in con- 
~roversy or any State court of competent 
furisdiction. 

(b)  Criminal penaltles: Any person who 
~lllfully violatee any provision of this Act 
ar any regulation issued thereunder shall be 
ilned not more than $5,000 or lmprlsoned 
not more than one year, or both. 

(c) Except aa speclfled In subsectlon 
(a) of this sectlon, nothlng contained in this 

Act or any regwatlon tnereunaer Shall affect 
the validlty or enforcibllity of aasy coatxact i 
or transaction. 
(6) l o  punishment -or penalty provictect 

by t h h  Act shall spply to the United States, 
or any agency thereof, or to any State, any 
polltical S ~ b d l ~ i s l ~ n  thereof, or any agency 
of any State or polltlcal subdiolslon. 

EXCEPTIONS 

BEC. 8. The provlsionb, of this Act shall not 
apply - 

(1) credlt transactions lnvolvlng exten- 
sions of credlt or business flrms, governments, 
or governmental agencies or lnstrumentall- 
ties; or 

(2) transactions in securltles or commodl- 
tles In accounts by a broker-dealer registered 
wlth the Securltles and Exchange Commls- 
slon. 

EFFECTIVE DATE 

SEC. 9. The provlslons of thls Act shall, 
take effect upon the explratlon of one hun- 
dred and elghty days after the date of lts- 
enactment: except that section 6 shall take 
effect lmmedlately. 

EXHIBIT No. 1 

Short- and intermediate-term consumer credit outstanding, 194644 

[Millions of dollars] 
- -- 

I 

1 lncludes all consumer credit extended for the Duruose of ~urchasine automobiles NOTE.-Data for Alaska and 'tIawaii inclnded beginning January and August 1959, 

End of year or month 

- - - 

- . -  . . - -  - - 
and other consumer goods. respectively. 

2 Includes oilly such loans held by financinl institutions; those held by retail outlets 
Eource: Board of Federal System (except as I,oted), are included in "other consumer goods paper." 

3 Single-payment loans nnd serviw cred~t. 
4 Preliminary; Decelnbor by Council of Economlc Advisers. 

PXo~.tgngc! deb1 outslanding, by  type of properly and of financing, 1939-64 

[Billions of dollars] 

Total 

>!;:id of year or quarter 

1 1. to 4-fami1y 1 1  
houses. 

properties. 
aovcrnmen t 
underwri ttcn 

Installment credit 

End 01 year or cjuartor 

Noninstcllment credlt 

houses. 
nonfarm 

Other Total 
0 ther 

consumer 
goods 

paper 1 

Repair and 
moderni- 

zation 
loans 2 

Total Charge 
accounts 

Personal 
loans 

Auto. 
mobile 
paper 1 

-- 

- -- 
1039. ................................. .. 
1840 ................................................................... 
1841 ..................................................................... 
104!2-. ................................................................. 
1943. .................... .. ............................................. 
1044. .................................................................. 
1945 ................................................................... 
1946- .................................................................. 
lM7 ................................................................... 
1048 ................................................................... 
1849- .--- .-.--. .--..- --  --. -- . .- - -------- --.-- - - -  .. - ----.- -. -.- - - 7 -  ---. . 
1960- ................................................ ................. 
1951 ................................................................... - -- 

I Preliminary. Eoureo: Board of Governorsoftlla ~ ~ d e r a l  ~ s s o r & % ~ ~ s t e m ,  astirnate~at~dcompil~d 
from data'supplied by vwious.aovarpment and private organizatious.: , , . 

. . . . : .  , i 

---- 
10.3 
17.4 
18.4 
18.2 
17.8 
17. 9 
18.6 
23.0' 
2 
%,a 
37.6 
45.2 
51.7 

, ,  . : .  , ,  

................................................................... 1952 
1953 ................................................................... 
1954 .................................................................... 
1955 ................................................................... 
1956 ................................................................... 
1957 ................................................................... 
19.54 ................................................................... 
1950 ................................................................... 
1860 .................................................................. 
irrol .................................................................... 
196'2 1 .................................................................. 
1003' .................................................................. 

.................. 1BG4 1 .................................,............... . . . .  ! : , :  

58 5 
66. 1 
i5.7 
88.2 
99.0 

107.6 
117.7 
130.9 
141.3 
ISJ.~ 
166.6 
182.2 

. 107.9 



16430 CONGRESSIONAL RECORD - SENATE July 12, 1965 
TABLE B-54,-Net public and prOaL debt, 1946-68 1 

[Billions 01 dollars] 

Total End of year 8 
Fede~al 
Govern- 

ment and 

8tbte and 
local gov- 
ernment 

Total Corporate 

- -- 

Privilte 

Individual and noncorporata 

Total 1 Farma I - l - 7 -  I I 

I / Total / ~ o r t g a g e  I %ZEZ I consumer 
flnenclal 4 

I Net public and private debt outstanding is a comprehensive aggregate of the in- 6 Preliminary estimates by Council of Economic Advisers. 
debtedness of borrowers after elimination of certain types of dupucatlng governmento1 for and 1955-57 in the consumer data of the Board and corporate debt. For a further explanation of the concept, see Survey of Current of Governors of the Federal Reserve System have not yet been fully incorporated 
Business, October 1950. 

2 Data for Btate and local government debt are for June 30. Into this aerles. 
a Farm mortgages and farm production loans. Farmers' 5nn~ial and consumer Sources: Department of Commerce (Otlice of Buslness Economics), Treasury 

debt is included In the nonfarm ~tCgOrIes. Department Board of Governors of the Federal Reserve System, and Federal Home 
4 Financial debt is debt owed to banks for purchming or carrybg securities, CUB- Loan Bank bonrd (except as noted). 

tamers' debt to brokers, and debt owcd to l~ le  insurance companies by policyholders. 
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