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capital market, and the bidding prices create the interest rate when
they interact with the supply prices of lenders 4

It is entirely possible that defects in the demand side of the con-
Sumer-credit market can affect the prices paid in the other parts of the
capital market. Imperfections in both the demand side and the supply
side of the consumer-credit market itself are of concern not merely to

than if consumer-credit rates were lower. Therefore, an understanding
of the real demand from the consumer-credit side would contribute to
a general improvement in the functioning of the whole economic system.

B. Demand Side of the Consumer-Credit Marhes

ing power and that lenders receive for relinquishing command over

14 Here again, it is useful to but-to rest once and for all the artificial attempt to
inject a distinction between “pure” interest rate (the actuagl interest cost) and other
service costs or charges associated with the demand for funds, As many. others have

pointed out, there is practically no interest rate anywhere in the économy that is not g
mixture of elements of pure interest, service charges, and risk elements,
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