" of Boston for their use by the cre
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' mony by retall executlves at the Senate hearmgs leaves no doubt that theyf ‘
know approx1mate1y how much of their charge aceount volume. consists of puar-
chases on revolving credit. To that volume: they can .apply an annual rate to -
project their gross service charge revenues. If, as appears: to be the case, the
actual cost of revolving credit varies slgmﬁoantly from store to store; then there -
must be different rates of yield. Each store presumably has a fair idea of its
own yield, and probably shares with others in the trade a. good understandmg_
of how various billing methods would affect that yield.. .. . ;
“May T quote an excerpt from the “Financial Rate Translater and Gulde to o oo
. Legal Installment ‘Sales Rates,” published by the Fmanc' Puhhshmg L@mpany e
it 1ndustry. , : S
“Praditionally the return on money invested is st'ated as annual mterest rate
“on the funds actually in use. For monthly payment loans the interest rate per
month is 145 of the annual interest rate. In these tables we shall call this annual
interest rate the actuarial rate * * * The actuamal rate expresses the true re-
turn on mvestment *.o¥ kD ar i . , :

o A8 ' : n."every"”""
mfoi'matlon One unwise deal after all means lltble to a: bus
transaetlons by the thousands But one unW1se (

S "‘ainly, if the:present COngi‘essi”('ibes‘n - ge al R
»\W.(_)rk on the problem of dlfferentlating amount aetual revolv

,;:needs attendlng to rlght aWay

SRR

CLOSING OTHER LOOPHO‘LES

Consumers Union is espemally pleased to see that HR 11601 cIoses oﬁher o
loopholes left in the Senate bill as it treats mte disclosure We Will mentlon here
@ few of the failings of 8. 5. .

First mortgages on houses are exempt from dlsclosure regulatlons It 1s true
,ﬂthdf martgage interest is: already stated as a true annual rate. But cert‘am fees .
y left out. of the rate pieture-——such as mortgage placement and ap- .
8y credlt report fees and points, or discounts, paid by the purchaser.

: t figures from the Federal Home Loan Bank Board, just the
oints on conventlonal new-hom mortgages are now averag- ..
' ) st 1% of y amount of the loan. In effect; the mterest rate is hlgher‘ o)

~‘than it looks. It should be fully disclosed. H.R. 11601 o i
smucatmn In our: opinion, it should count appra1sal fees and»ere(ht reports
of the finance charge on a mortgave : ' ,

Premiums for credit life insurance would not be consmered as ﬁnance charg’es i
or 1ncluded in the annual interest rate. Yet many lenders and credlt merchants/
require you to buy insurance for their protectl,on.f U
borrower’s, credit life insurance premlums should ba
terest rrate H.R. 11601 ‘doefs ‘the ,)ob ;

. Insurance commissionis e
policy as part of the ¢i
mterest rate Some d

_ammar and phony slogans ,hke e
oney down—easy thly payments” would con-
‘tmue to gull the unwary Massachusetts law requires eredit merchants to post
‘the true annual interest, rate in any. advernsement makmg reference to credit
terms, Federal law should follow.suit. H.R 11601 does the job quite: admn-ably
. If the finance charge is $10 or less, the

- annual interest rate. ‘Example: A

‘with an offer of an $80 -$10 n hly p ment
"};6 65. The paymentq total $89. 80 The ﬁnanee charge is $9.80 for $70¢ or one
allment credit. Th: ONCH | {
mg should appIy to ‘small dT 1l




