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seeking here is a standardized percentage rate which everyone will
use and therefore the consumer will be in a position to pick and choose
between those who are seeking his business or seeking to extend credit
to him. So that I would be the last to say what will actually come out
of this, but I would hope what will come out of it will be a better
understanding on the part of consumers as to the rates that they are
aying. v ~ j o o
x Mrsg Dwryer. In your statement at page 13, you say, in some situa-
tions there is a tendency for ceilings to become floors as well. I am
sure none of us would like to see a Federal ceiling rate operate to raise -
borrowing costs. You say this here. G i
Mr. Rosertson. That is right. You see, this has to do with enacting
a Federal usury law. That is really what it is, and yet it is unrelated, in
_my opinion, to the particular costs in small and medium-size and large
transactions and to the particular conditions under which the credit is
extended. T think it is very difficult for the Federal Government to set
one rate, just one 18-percent rate ceiling and have it apply clear across
the board. T think it cannot be done with impunity. I think there will
be great difficulties involved in it and it may deprive a great many
people, needy people, of needed credit. T s T
Mrs. Dwyer. We will continue most charge accounts—are they not
every month at 114 percent ? Lo A T Fy
 MT. RoberTson. Many charge accounts are. Tt is hard to generalize’
in this field. But it is very difficult to say that any particular group will
 use one basis of setting their costs, but it is true that on many install-
ment credits it is based on a 114 percent a month or less—could be 1
- percent a month. But on a monthly periodic basis. x :
" Mrs. Dwyer. Would not people begin thinking of 18 percent?

Mr. RoperTson. I do not believe so. But I would hope not.

Mrs. Dwygr. Would this 18 percent be a proper rate? . .

Mr. Roeerrson. No, I would hope not. Because really it would
depend upon the type of credit. Competition should result in a much
Jower annual percentage rate for some kinds of consumer credit.

Mr. Wyrie. Would the gentlelady yield? ‘

Mrs. DwyEer. Yes. ' i - : : .

Mr. WyLie. What you are saying is that under the present system we
are not required to disclose the interest. But if we require the disclosure
of a specific interest rate, isn’t everyone going to disclose the same

“interest? ; ' : .

Mr. Roeertson. I think the competition takes care of this pretty
well. T think that there are people in the business who are seeking to
increase their percentage of business and they will attempt to quote a
lower rate than the next one. So that I think really, if you look to com:
petition to correct this problem, this problem will be corrected. :

Mr. Wyrie. One result of competition is lower interest rates on con-
sumer purchases. Competition would be more likely to be reflected
under the present system, would it not? o

Mr. Roertsox. Well, you see, today if you are stating interest on a
monthly basis it sounds Tike it is almost nothing. If it is 1145 percent a
‘month it sounds ridiculously low but it does not happen to be low. If
you stated 6 percent per annum on a 1-year loan, this is 6 percent.

Mr. Wyrie. But there is more than one firm in the community which
is quoting an interest rate. o B ' S '




