~ interest rate?
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given different days of grace where you charge no interest.
_ What the gentleman is arguing is that we ought to get some credit
for the time we are applying no rate at all. e e g R
So this comes out to what the effective interest rateis. -~
Honest to goodness, Madam Chairman, that is the crux of the whole
matter. It is just as simple as that. If you insist on making the rate
18 percent then I think that you may be doing that—I am not sure
- about this—but what you might be doing is establishing that everybody
is going to pay 18 percent, although there are many people who are not

paying 18 percent right now. C S ST

time knows that the effective interest rate will come out differently

What would you say to that? S e
- Mr. Bivgram. Could T ask, is the gentleman referring to the 18 per-

cent requirement in our bill¢ Or is that full disclosure of the annual

Mr. Hanwa. On the usual revolving credit, the greater percentage
- of which—TI think you will find this is true as the American Retail

Federation has reported, that most of the people who are legitimate |

people that belong to this organization do charge and apply 114 per-
cent interest rate which figures out to be an annual rate of 18 percent.
But they do that in a way in which they are continually giving the
purchaser a difference of days of grace against which no Interest is
- charged under that particular purchase. ' : L

¢ Do you understand ? S :

Mr. Biverawm. I do. But T do not see thers is any difference in their

stating that they charge 114 percent monthly credit charge and stating
they charge 18 percent annual charge. Most people do not understand
what 115 percent monthly means. IR L
Mr. Hax~a. What you are saying is because they insist that you
ought to give them some credit for their effective interest rate which
is the fact that there are a variety of numbers of days in which the pur-
- chaser gets his purchases in there, that the effective interest rate against
- the total business they do with the client and the total ‘credit they
expend will affect it. ; I e L AT i
Mr. Bivemam. They do not make that plain when they are talking
about the figure 114 percent monthly. = : SOl
~Mr. Hax~a. They made it very clear. I did not know anything about
this until T heard the testimony and that is when I heard it, from what

they said. It seemed to me pretty clear and I am just saying T do not =

see the difference—I know what the difficulties are. I know what the
differences are. T understand what you are doing. I think what you

‘may be doing is cutting the customer out of the opportunity of getting b

any days of grace at all. I think they will then say, “You do not get
‘any—we will have to involve our bookkeeping a little more instead of -
simplifyingit.” o ” £ e SRRt
- Mr. Bineram. I would like to pursue this with you. T
Mr. Hanwa. I would like to pursue it with you. I am no expert. I just
got educated recently on this thing. It is amazing that people start
talking a’bou’t'two?differenbthings;all thetime. Gk “ o
- Now, as the chairman has said; nobody haslaid a gloveonher.
Mrs. Svriivan, Mr. Williams. = ~
Mr. Wiriams. Thank you, Madam Chairman.




