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RUTH MASON SIGHE as she looks over the bills for
the month, trying to think how they'll stretch the
paycheck that Jim will bring home tonight.
Groceries will take $150, Then there's the house
payment, light bill, payment on the new washer,
payment on the car, shoes for Johnnie, and the
telephone bill,

Already it adds up to almost as much as Jim's
paycheck will be.

And there's that bill for the things she charged
at Jones'. A birthday gift to buy for Susan. Al-
lowances for the children. And Jim really needs
a new suit before his trip to New York at the end
of the month. They've been planning to get it
from month to month but there never seems to
be enough cash to go around.

Ruth decides she'll talk with Jim about getting
the suit on an installment plan. They never have
bought clothes “on time,” but she sees no other
way to get the suit by the time he needs it.

And so it goes — another “easy” payment!

MORE DEBT: GOOD OR BAD?

Many other families are in the same boat as
the Mason's — using more and more credit to
buy the things they want,

Some folks say this is a bad situation. Others
say it's good — that wide use of credit is one of
the things that helps to give us such a high stand-
ard of living in America.

Good or bad, certainly many families and indi-
viduals do use credit in order to enjoy today —
rather than waiting until they can save the pur-
chase price — such things as automobiles, refrig-
erators, automatic washers, education, and even
vacation trips. Others use credit in the form of
a charge account simply as a convenience. Still
others borrow money to meet emergencies, such
as illness or being out of work. And some folks
say that buying i t and furnishi for
the home on the installment plan is a way of sav-
ing — that they wouldn't be able to save the pur-
chase price of such items without a contract to
make them do it. Moreover, some will say, even
though it costs more to buy “on time," it's worth
the extra cost to have certain conveniences and
comforts while the family is growing, rather than
to wait until enough savings can be accumulated.




I'T"S HOW YOU MANAGE
CREDIT THAT COUNTS
Whatever your reasons, using credit in itself
isn't necessarily good or bad. It's the wi
use it that me

¥ you

ns either benefits or problems for
you.

You have to manage credit. If you don’t, your
debts will manage you — keep vou from doing and
having many things you really want,

You may not have thought of it in thiz way,
but actually your credit — the confidence othe
have in you which makes it possible for vou to
borrow money or to buy on time —is indeed a
valuable personal asset.

The purpose of this leaflet is to bring together
some ideas which may help you use credit to your
advantage.

We're Talking About “Consumer” Credit

We are not talking about the mortgage on your
home.

flet we will e
¢ th

In the space of this
selves only with consumer eredit. B
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sumer goods and c

rn our-
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washing machines, vacation trips, college ex-
penses — things that are “consumed” (used to
provide the kind of living a Con-
sumer credit is short-term credit
the range of 1 to 36 months.

- usually within

Its use has ballooned in rec arz, and buy-

ing on credit rather than paying cash now seems
to be the usual pattern of family money manage-
ment. Moreover, retail dealers and lending agen-

nd

Il compete with each other to get mon

cie
more of us “on the cuff.”

It's Your Money

In general, extending credit widely has provided
a useful service for families, but it is nol a free
service. It costs money to buy “on time" or get
“instant cash” from a lender. So it will be worth
ata of credit from rent
just as you compare costs of furnitur
or automobiles.

your while to compare

BOUrCes

There's another hazard. Credit sales often are
promoted in such a hion that people may be
an they can afford. One

tempted to buy more the

more “small monthly payment” may seem hardly
worth thinking about but when all the payments
are put together they ean add up to trouble. The
very characteristic that makes installment credit
a convenient m 18 to provide a better living can
result in a burden of debt that takes half a man's
pay check — or more,

S0 — it pays to ask a few questions before you
sign the contract.

ASK YOURSELF THESE
QUESTIONS

are three big questions you ought to ask
voursell. They are:

There

1. Shall 1 use credit for this particular
purchase’

2, Have I found the best eredit “buy” that 1
could ?

3. How is my credit rating?

t'a look at the questions one-by-one,

i 1, — Shall I use credit for this purchase?

fore you answer this question, ask yourself
and answer — several others:

(a) How will the paymenta fit into my family's
regular spending? If you haven't been in the
habit of budgeting (planning expenses before you
spend), now is the time to start — before vou
take on installment payments. Will you have to
go without necessities or other items that are
more important to your family than this pur-
chase? No one else can give you the answer.
Sometimes it's learned the hard way, by living
with installment payments that are too big for
vour income. Sitting down together as a family
and figuring all your living expenses ahead of
an't easy — but it might save a great deal
of real trouble.

(b) How much will eredit cost us? What's the
difference between the cash price and the price
vou'll 1 if you buy “on time"? Is it worth the
cost to you to be able to make the purchase now
ater? Or would it be better
Or to wait until you can save
enough to pay cash?

on eredit, and p

fo use savings?

(c) Will whatever we arve planning to buy out-
the time we'll be making the payments? Give
long service? (It's no fun to pay for “dead
hors




(d) [Is this something that we will want
much when we are making the peyments as we

do now?

a8

(e) Will it mean better family livin
time? Save energy? Give satisfaction to the fam-
ily? Protect health? Make it possible for you to
inere:

(f) [Is owr income certain for the
time that paymen ill run? And do we have
enough life insurance protection to cover the debt?

(Save

* income?)

Question 2, — Have [ found the best eredit “buy™?

The main sources of consumer credit in Michi-
Han are:

(a) Lending agencies
Credit unions
Personal loan departments of banks
Small loan companies
Sales finance companies (Companies that
take over credit “paper” from dealers.
Examples: Comms Credit Corpo-
ration; Universal Credit Corporation;
General Motors Acceptance Cor-
poration; Associates Inveatment
Corporation.)
Pawnshops
(b} Retail sales establishments

Department stores, spe
pliance atores

Ity shops, ap-
ito sales, for example,

Such compe a8 Sears, Penney’
even dime stores —now offer credit
service,

The charges from these different sources vary a
great deal. Take time to investigate, Find out what
kind of se YOU CAN expe what the cost and
repayment terms will be. Do this before you make
a bargain, for once you sign a contract, you're com-
mitted to carry oul your part,

o

Find Out the Dollar Cost. You probably compare
prices on shoes, dresses, coats, housewares. Why
not on the cost of credit?

Credit costs vary widely among different lend-
ers and among stores that sell on the installment
plan. In fact, costs may differ considerably among
the “plans” available from a single store.

various

It will pay you to take time to get the facts. You
need to know more than the down payment and
monthly (or weekly) payments — so take time to
check your contract. The contract should give you

orn
mucl
to know:

gh information so that you can figure how
adit plan will cost you in total. You need

(a) how much is to be financed;

(b) the amount of each installment payment;
and

(e} the number of installments.

This is the way you figure cost: Multiply the
amount of the monthly payment by the number of
payments to be made. From this figure subtract
the amount that is to be financed. The difference

will be the dollar cost of credit.

EXAMPLE:* — A refrigerator costs $300 and
can be paid for by making a $12 down payment
and 12 monthly payments of $25.92 each.

Multiply payment amount * number of

months to be made ($25.92 » 12) $£311.04

Subtract the amount financed (Cash
price minus down payment)

$300 — $12) $288.00

Dollar Cost of Credit 3

Total cost when bought on eredit
($300 cash price plus $23.04
credit cost) $323.04

credit equals 38 per §100 per yoar on unpaid bal-
This is equivalent to o simple anousl rote of

Find Out the “True” Annual Interest Rate — If
You Can. As the use of installment credit has in-
ased, a great deal of confusion has developed
r interest rates. Az a result, it has become ex-
tremely difficult — ¢ -for a
consumer to compare the cost to him of credit from
the bank, the credit union, the department store
and other sources.

metimes impossible

legislation was proposed in
been extensive hearings on
the bill. Proponents say that the consumer “has the
right to know."” Opponents (some lenders and retail
establishments) argue — among other things —
that it is impossible to figure accurately what the
true annual interest rate would be on installment

“Truth-in-lending
1961 and the

i}

from “Consumer's Quilck Credit Guide,” United States
ot of Agriculture publication, June 1964,
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Based on the beginning amount owed

res on the beginning amount

owed and are included in the

12 equal menth

installments —

With a charge of : Simple annual rate is:

5 r $100 or 4% per year T.4%
% 6 per $100 or 6% per year 11.1

§ B per §100 or 8% per year 14.8%
$10 per $100 18.5%

(F
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United States

Stated at a monthly rate, on unpaid balance
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1% month on un 105
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1%y % per month on unpaid balance 16%
114 % per month on unpaid balance 185
21 per month on un balance 30%:
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Will you receive pleasant, courteous treatment
and privacy in doing business with the lender or
the store? Will there be a penalty if you miss a
does the contract say about repos:
m of goods? Does the lender or store have a
good reputation for doing busir in a sound and
fair way — or at does he not
reputation?

payment? Wha

LEEY

have a bad

Select the credit plan best suited to your needs
— regular 30-day charge account,® 90-day account,
revolving account, installment aceount, single pay-
ment loan, or installment loan. (There are varia-
tions of these, but these are the main choices
you'll have.)

What do you promise to do? Be sure you know
before you sign the contract, because when you
sign, you agree to all the terms stated. And now
t —and a very important — question.

interest),

Question 3. — How Is My “Credit Rating™?

You often hear it said that it is an advantage
to establish credit, but perhaps not as much is
said about keeping your credit good. Once you
establish credit, you are watched — not only your
record of payments, but any reports about your
activities from newspapers and other sources.
Through the National Credit Exchange your eredit
rating follows you all over the country — and
even to some foreign countries,

KEEP YOUR CREDIT GOOD!

Protect this valuable property — your
credit:

Make payments promptly, at the agreed
time.

If you are unable to meet a payment, call
your creditor or visit him and tell him what
you will be able to do,

Be especially careful to protect property
until it is paid for.
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