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Why was the 88 cents? And the average ecm;sumer can multlply the Sh
endmg balance by one and a half—if they owed us $25, multiply that
by 115 and it comes out to 38 cents and they. kno@w they haven’t been

gypped at all. This is what they want to know. - -

- Mr. WxvLie. But} th@ pomt 18 bhey Want to know th@ amaunt~—38 '
; aac,@nts \

- Mr. KIM&ALL« Thats Why on our mvmca we tell them thls ey
. Mr, Wywie. They want to know. how much they pald out,, not the
fpercen’taﬁge ,
o Mr. KIMBALL On the mvome W@ say baAanc@ du@, $25 sea:vme charge vy
_;38 cents, new purse, something else, And the new endmg balange.
_ Mr. Wyum. I have just been handed a U.S. savings bond
E bond and on the back of it it says if you hold it to maturity ;e
~ $100. It is a $75 bond which returns.an interest of 4,15 percent. But, i
you cash it at the'end of the first half year you get $75; no interest, in
“other words if you cash the bond between the first half of the year t
the first year, $75.84 is pmd That is meamngful Thls amounts to :
;cent ‘approximately. "

I don’t think it Would have much meamng it they lust smd 1 percent.
I thmk we are getting more actual knowledge if we ‘say: how.much
you’re actually receiving or; how much yon pay out. in d.ollara and
cents. -

‘Mr. Kiupars. We state to the custoumer what the servwe cha:rge is.
each month and we tell them how we compmﬁe . o

Mr. Wyriz. Thank you, Madam Chaalrman,

Mrs. SurLivax. Mr. Bingham? ~ :

‘M. Bingrasr, Thank you, Madam Cha&rm&n e :

“First of all, I would like to Jjoin in. comphmentmg the Wlmesses

I have great respecta and. admiration for Mr. Keyserling and:have
‘known him for many years and I think he is one of the most pI'OVOGa.* T

tlve and imaginative commentators on economies'of our time. =
I am also glad to see Mr, Edelman and Mr. Hutton: here. They (:10 a
Splendld }ob a:nd L. have en}oyed workmg thh th»e»m -on Vamou*&
~matters,
I would hke to dlrect my questlons to Dr Woo]ey, hoWever 5
Dr. Wooley, I take it your position essentially is that 18 per*oent is o %
__not an accurate statement of an annual applied rate, but, Lf that ;s so, 2
Iwhy isn’t it Ju@t as inacourate to say 14 percent a month? S
~ . . We covered this in quite o bit-of detail whem was
‘here. Du:t the point is, when you try to annualize a figure: you are

assuming a percentage rate on an annuahzad basis, the service charge

is sunpl‘}; a charge applied at a point of time. It does not take into ac-
count what has occurred befare or after that time-—only as it applies
to tha balance at that point in time. One and a half percent on the

beginning balance does not take into a:@c@um» wha«th&l;s oceurred before

that got to that balance or in m@sgt o rred &fber‘
that balance.

That is an entirely 4d1fferent thmg Irwm
I unde:

Stoting 18 ‘p@mm

-Mr. BINGHA : rswn ,What ¥ .;stt the fact 18 that *semex :
of the stor for. 1 : 1-percen nthly charge
you d. hsgm o agree. thau 14];/2 pereent dﬁeﬁnzt mpresesnt the ean

3 interest or the yield but it is the apphed charge
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