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At Senate hearings 1ast Spring, witnesges for the NRMA and a number of
other strong Obponents .of the bill concentrated thejp fire on one provision in
barticular., They Sought to knock out any requirement for annual rate disclosyre
on revolving credit charge accounts. Ang they largely Succeeded., Under the
Senate bill, revolving credit ag applied to mogt department store accountg and

(6) course, most stores offer g choice of baying in full or making g pa'ymentfof,
usua_lly, 10% per month, It’s what's called a “line of ‘credit” oy an “open-end’’
credit account. Each new purchage is added to the bill, ang 109 of the total bal-
ance at the end of each billing beriod is all yoy have to pay ad inﬁnitixm-all, that
18, except for g “small” monthly service charge, Many stateg set a'service charge
ceiling of 114¢, ber month, ang stores almogt invariably charge the maximum,

rate of 1140, o month equals an annuval interegt rate of 114 timeg 12, or 18¢;,

by banks, Until last year, bank revolving credit Wwas probably not g major factor,
although it has been on the scene at least since 1950, But in only the past year
or two, according to the Federal Reserve Board, the number of bankg issuing
credit cards or operatiqg opben-end check credit plang reached 627, plug several

modern banking history,”' the American Bankerg Association was told by a Chi-
€ago banker. Ang he explained why : “We are ’beginninngith this first step to

to lower-income consumers . , »

A number of Midwestbanks,, operating Jjointly, “mailed mounds of credit cards
unsolicited to each other’s customers and former customers, some 4 million famj-
lies in al1,” the Journgy said. C, A, Agemian, vice bresident of the Chase Manhat-
tan Bank, tolq Wwhy in a recent Speech : ‘

“If you want to get cardholders, your card has to have value. The cardholder
needs stores to use it at, If you want to attract merchants, you have to be able to
Show or promise them g healthy looking number of cardholdingshoppers. What
comes first, the chicken or the egg? To choke off competition, you must flood the
market with cards. Everybody gets cards from every bank he doeg or does not
do businesg with. People Who may have a capacity to repay 3500 may have re-
ceiged cards from various bankg that could bermit them to charge up to $3000
or $4000!” ‘ ;

mail-order charge accounts from annyual rate disclosure, it would quite obviously
withhold from the consumer an important tool he needs to shop wisely for credit.
Yet the Senate bill exempts those accounts, in most instances. , :

the exemption is alloweq to stand, only the monthly rate. wil be disclosed
on most revolving credit deals. To compare the price of revolving credit with that
of other formg of credit you would have to convert the monthly rate to an annual
rate by multiplying it by 12. Many Dbeople don’t know that, however, ang they
might assume that g 1% 9% service charge is lower than, say, the 12¢, annual
rate generally charged by credit uniong, There i thug some likelihood that the
exemption would help accelerate the growth of revolving credit.,




