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H ire  purchase and instalment credit statistics

The Board of Trade started collecting monthly statistics 
of hire purchase business in 1955. The first statistics covering 
the months of October 1955 to February 1956 were published 
in the Board o f Trade Journal of 21st April 1956. They have 
been continued monthly since and cover two distinct groups 
of businesses—hire purchase finance companies (or finance 
houses, as they are referred to hereafter) and shops selling 
household goods.

In considering how the monthly statistics fit into the 
general credit picture it will be useful first to set out the 
various types of instalment credit offered by finance houses 
and retailers in connection with the sale of goods. This is 
discussed in the next two paragraphs, then the scope of 
the monthly statistics is describe! and the main figures are 
presented and compared with other series, for example with 
changes in personal disposable income.

Types of instalment credit
The most important type of instalment credit associated 

with the sale of goods is that arising on hire purchase agree
ments under which the goods are hired to the customer but 
become his property when he has paid off the credit advanced 
to him. Usually the credit is repayable in equal instalments 
at regular intervals, weekly, monthly or quarterly, with 
sometimes a final payment (nominal) for the property in 
the goods. These agreements are the type commonly in use 
for the larger durable goods such as television sets, cookers, 
refrigerators, furniture and cars. There are, secondly, credit 
sale agreements under which the goods become the im
mediate property of the customer. These agreements are 
usually of shorter duration than hire purchase agreements 
and are used mainly for clothing but are also used for 
durable goods, particularly for bicycles. The monthly 
statistics at present compiled by the Board of Trade are 
confined largely to these two types of agreement and thus do 
not cover, for example budget accounts, a form of revolving 
credit used mainly for clothing but also for durable goods, 
particularly by department stores, or check trading, that is 
the issue of credit checks by a check-issuing company for 
purchases at a specified list of shops. The last named are 
credit vouchers paid for by instalments and are used mostly 
for clothing.

Agreements under which instalment credit is extended 
may be made between a retailer and his customer or between 
a finance house and the retailer’s customer. The former 
arrangement is the more usual for household goods, although 
for these goods an appreciable proportion of agreements 
is effected between finance house and customer, with the 
retailer acting as agent for the finance house in collecting 
instalments. A further appreciable proportion of agreements 
in respect of household goods, made originally between 
retailer and customer, is lodged with finance houses as 
security for loans under arrangements known as block 
discounting. For motor vehicles sold on instalment credit 
terms the agreement is usually made between finance house 
and customer, the finance house in effect buying the vehicle 
from the dealer for the cash price less the down payment 
made by the customer to the dealer, and reimbursing itself 
by collecting instalments from the customer; these instal

ments include the finance house credit charges as well as 
the balance of the cash price.

Scope of the monthly statistics

From October 1955 to June 1957 the monthly statistics 
related to hire purchase business only but, in order that 
they should be more fully representative of credit trading in 
durable goods, their scope was extended from July 1957 to 
include business arranged under credit sale agreements. 
The change did not greatly affect the comparability of the 
statistics of finance houses since instalment credit business 
in most types of motor vehicles, which are the subject of the 
major part of finance house business, is done predominantly 
if not entirely, under hire purchase agreements. For the 
statistics of retailers of household goods the change was 
more significant. (Throughout this article the term retailers 
refers to traders who were covered by the Census of Dis
tribution for 1957; it excludes, for example motor car 
dealers.) From July 1957 the statistics of new instalment 
credit business of shops cover all the hire purchase and other 
instalment credit sale transactions of shops classified as 
household goods shops, that is broadly furniture and furnish
ings shops, hardware, radio and electrical goods shops, 
electricity and gas showrooms and the household goods 
departments of department stores and co-operative societies, 
but not clothing shops, mail order houses, credit traders call
ing on customers or check traders.

The instalment credit sales reported by household goods 
shops include the sale of goods covered by agreements 
made between finance houses and customers of the shops. 
The monthly statistics of debt owed to household goods 
shops on the other hand, are confined to amounts outstand
ing on hire purchase and credit sale agreements made 
between the shops and their customers, whether or not 
these agreements are subsequently discounted with finance 
houses. They exclude amounts owing on agreements made 
between finance houses and customers of the shops, even 
though the shops act as agents for the finance houses in 
collecting instalments. Amounts owing on these agreements 
are included with the debt owing to finance houses. The 
relationship of the business covered by the monthly statistics 
compared with other debt owing to retailers and finance 
houses, as shown by the Census of Distribution for 1957, 
may be seen in Table 1. The monthly statistics of retailers 
cover the instalment credit business of household goods 
shops. In consequence they cover a very large part of the 
credit business of retailers in durable goods. Not covered 
however, is some instalment credit business in durable 
goods, estimated at about £40 million in terms of amount 
outstanding at the end of 1957, largely carried on by credit 
traders calling on customers and mail order houses—busi
nesses which do a substantial amount of trade in clothing and 
in whose credit business hire purchase agreements play only 
a minor part. Also not covered are the various types of 
credit which do not rank as instalment credit, for example 
the weekly and monthly accounts outstanding to retailers, 
which form a large part of the £156 million shown in Table 1 
as Other amowus owing to retailers.
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The monthly statistics in relation to other forms of 
c r^ it  provided by finance houses and retailers

Amounts outstanding at end 1957
t a b l e  1 £ million

Covered by the monthly statistics 
Instalment credit business of finance houses 
Instalment credit business of household goods shops

Not covered by the monthly statistics 
Loans by finance houses
Amounts owing to retailers other than household 

goods shops on instalment credit business
Credit traders calling on customers ...............
Mail order houses
Check traders .......................................
Retailers, other than above ...........................

Other amounts owing to retailers (weekly and 
monthly accounts, etc.) • «  »

253
195(1)

156

(1) Including amounts owed to shops but discounted with finance 
houses; also includes £3 million owed to finance houses 
engaged solely in financing the instalment credit trade of 
associated retail organisations which was included in the 
to t^  owing to finance houses in the census.

Finance bouses
The Census of Distribution for 1957 identified some 1,5(X) 

finance houses, about 1,000 of which had amounts out
standing of under £25,000 at the end of the year. In January 
1961 over 500 finance houses were making voluntary returns 
to the Board for the monthly statistics. These accounted 
for a high proportion—£530 million of the estimated total 
of £607 million—which was outstanding to all finance houses 
on hire purchase and other instalment credit business at 
the end of January 1961. The monthly amounts of credit 
advanced by finance houses are reported to the Board of 
Trade under a number of commodity headings, some 
covering goods which are acquired predominantly by busi
ness users, for example commercial motor vehicles, industrial 
and building plant and equipment, some which are pre
dominantly bought by personal users, such as furniture, 
furnishings and floorcoverings and others where substantial 
proportions are acquired by both business and personal users 
of which new private cars are the most important category. 
The returns from the finance houses contributing to the 
monthly statistics are used, in the light of the comprehensive 
analysis of finance house business which was made in the 
Census of Distribution for 1957, to derive estimates of the 
total current business of finance houses. These figures grouped

into the three categories mentioned above are summarised in 
Table 2.

Finance houses: New credit extended
TABLE 2 £ million

1957 1958 1959 I960

Mainly to businesses
84-1 93 -4Commercial motor vehicles... 46-2 58 -7

Farm equipment and tractors 7-5 9-8 12-7 11 0
Industrial and building plant

32-2 40-3and equipment 17 0 21 -2

Tot^l • • • • • • • • • 70 -7 89-7 129 -0 144-7

Mainly to personal consimiers
214-5 196-7Private cars, used ............... 122 -4 1531

M otorcycles... 32-3 30-8 52-4 46 -4w
^^aravans ... ■. ■ * ■ * 7 0 7-5 11 -3 11 0
Household goods, including

80 -7pedal cycles ............... 49 0 60-9 102-1

T*otal ... . • • • • * 210-7 252-3 380 -3 334-8

Partly business, partly personal
61 -8 85 -6 86-9Private cars, new ............... 56 -0

Other goods, not shown above 13-2 20 -4 29 -6 34-0

'T'otai ... ... ... 69 -2 82 -2 115-2 120-9

Grand total ........................... 350-6(1) 424-2 624-5 600-4

(•) This figure differs from that shown in the 1957 Census report, 
since credit extended by finance houses engaged solely in 
financing the instalment credit trade of associated retail 
organisations has been excluded.

In addition to the analysis of their new business by com
modity, the contributing finance houses also give totals, 
without commodity subdivisions, of the amounts owing to 
them at the end of each month on hire purchase and other 
credit sale agreements into which they have entered directly 
with hirers. At quarterly intervals the contributors analyse 
their outstanding debt among commodity categories, but 
these are less detailed than those distinguished in their 
monthly analysis of new business. The growth of debt in 
these categories together with estimates for the more impor
tant sub-divisions of vehicles is shown in Table 3. The latter 
estimates are based on the proportions of reported new 
credit accounted for by the sub-divisions shown—private 
cars, new and used, and commercial vehicles—of the total 
motor vehicle new credit.

L<
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TABLE 3
Finance houses: Analysis of debt by commodity

End o f  period £ million

(') Including pedal cycles.

87

1
1957 1958 1959

I960 1961

March June September December March June

Motor vehicles and caravans ...1 197 256 394 434 477 478 455 471 492
o f which

Private cars, n e w ........................... .  . 49 73 85 102 99 87 90 103
Private cars, u sed ...........................
Commercial vehicles ...............

. s 128 189 207 217 217 203 215 223
•  * 47 73 84 95 97 101 no 109

Farm equipment and tractors ... 1 6 8 10 10 10 11 10 9 il
Industrial and building plant and

equipm ent...................................... 1 15 18 27 31 33 38 41 43 49
Household goods(')........................... 27 35 72 76 77 73 71 67 65
Other g o o d s ...................................... 8 n 19 22 24 28 33 32 34

Total ... ,,, ... ... 1 253 328 522 573 621 628 610 622 651
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Shops
Comprehensive estimates of the extent of instalment 

credit trading in Great Britain were made for the first time 
in the Report on the Census o f Distribution and other Services 

for 1957. Until the results of this Census were available, 
estimates of the value and trends of sales on credit by house
hold goods shops, and of the amounts of the debt outstand
ing to them, were derived by grossing up the figures returned 
month by month by a sample of these shops in the light of 
the relationship of the total sales of the shops in the sample 
to the total sales by household goods shops in the country 
as a whole as shown by the Census of Distribution for 1950. 
The method now used to derive current estimates of credit 
trading and debt outstanding is to project directly the 
national totals shown in the 1957 Census by means of the 
trends shown in the trade of the sample of shops. For this 
purpose all contributors to the monthly statistics were 
classified according to the kinds of business distinguished 
in the Census. In the case of independent shops, that is 
those belonging to firms with less than ten branches, the 
contributors were further sub-divided into size groups 
defined in terms of total sales in 1957.

In calculating current monthly figures of instalment 
credit sales and debt the 1957 totals for each of these sub
divisions are projected separately. Account is thus taken of 
any differing trends in credit trading by different types of 
shops, for example in furniture and furnishing shops as 
opposed to radio and electrical goods shops, and by various 
sizes of shop. Samples of multiple shops, that is those belong
ing to firms with ten or more branches, in each kind of 
business, and of the household goods departments of depart
ment stores likewise make monthly returns by means of 
which the corresponding 1957 national totals are brought 
up to date. In all these cases the current figures are derived 
by calculating the change shown between a base month and 
the current month by all the contributors who have made 
returns in both periods, and by linking the change so found 
for each size group and each kind of business on to the 
chan^ between 1957 and the base month currently being 
used in the computations. The current base month is the 
last month in the preceding quarter.

Initially, in October 1955, over 6,000 independent house
hold goods shops were approached and invited to send their 
monthly figures to the Board. Of these about 1,600 became 
contributors—some 700 furniture and furnishings shops and 
some 900 hardware, radio and electrical goods shops. Only 
about a half of these shops sold on instalment credit terms 
and, allowing for contributors who for one reason or 
another dropped out, plus some additional recruits, the 
number of contributors in January 1958 actually giving 
figures of credit sales, and thus effectively constituting 
the sample by means of which the 1957 totals for independent 
household goods shops were being kept up to date, was 
665—284 furniture and furnishings shops and 381 hardware, 
radio, electrical goods, cycle and perambulator shops. 
Returns from contributors with no credit sales are used, 
as are those from all contributors, to provide estimates of 
changes in total sales. Allowing for subsequent slight wastage 
it is hoped that this figure will be raised to some 800 as a 
result of invitations to additional shops to become contri
butors made this year. In addition, contributors include 
multiple retailers of household goods accounting for instal
ment credit sales of some £50 million in 1957 and the house
hold goods departments of department stores with instal
ment credit sales of about £10 million in 1957.

The picture of the instalment credit trade of household 
goods shops is completed by the inclusion of figures for 
the household goods departments of a large number of 
co-operative societies which are summarised and supplied 

■ to the Board of Trade by the Co-operative Union, and by the

figures for their showrooms, provided by the electricity and 
gas industries. For all types of retailer it is estimated that 
the contributors cover 40 per cent, of total credit sales in 
the kinds of business covered. The relationship of the instal
ment credit sales of the sample of contributors, as constituted 
for January 1958, to the national totals recorded in the 1957 
Census is given in Table 4. Recent recruitment in some sec
tors has slightly increased the coverage.

Coverage of the monthly sample of household goods shops
Instalment credit sales in 1957

TABLE 4 £ million

Monthly
sample{^)

AH household 
goods shops

Electricity showrooms ............... 20 20
Gas showrooms ........................... 19 19
Department stores (household goods) 10 22
Co-operative societies (household

goods) II 33
Multiple shops ........................... 50 87
Independent shops

Furniture and furnishings 9 60
Hardware, radio, electrical, cycle

and perambulator ............... 4 74

70t3l ... ... ... ... 123 315

(•) For January 1958.

The value of credit sales in 1957 by household goods shops 
and estimates for subsequent years derived on the basis of 
the returns from the monthly contributors are shown in 
Table 5, sub-divided among the main types of shop. These 
figures relate to the total value of goods sold on hire-purchase 
and other instalment credit terms and thus include the value 
of the initial down payment as well as the amount of credit 
extended to the customer. Household goods shops also 
provide monthly figures of the total amounts outstanding 
to them on hire-purchase and other credit sale agreements 
at the end of each month, and these figures are used to 
project forward the corresponding totals for outstanding 
debt recorded in the 1957 Census on the same lines as 
described for instalment credit sales above.

Instalment credit sales of household goods shopsp) 
TABLE 5 £ million

1957 1958 1959 1960

Furniture and furnishings shops 138 155 183 151
Hardware, radio, electrical, cycle.

etc., shops .......................... 154 169 221 169
Department stores—household

goods d ep a rtm en ts .............. 22-5 26-5 32 -4 28 -0

T'otd] ... «• > ... 315 350 436 348

(5) Furniture and furnishings shops comprise independent and 
multiple specialist shops and furniture and furnishings depart
ments of co-operative societies. Hardware, radio, electrical, 
cycle, etc., shops comprise independent and multiple specialists 
in radio and/or electrical goods, cycles and perambulators, 
ironmongery and hardware, the hardware, radio and electrical 
departments of co-operative societies, gas and electricity 
showrooms.

Debt owing direct to household goods shops on instal
ment credit transactions, which was £195 million at the 
end of 1957 grew to £325 million, or by some two thirds, 
by the end of 1960, most of the increases taking place in 
the period free of hire-purchase controls from September- 
October 1958 to April 1960. The debt owing direct to finance

88

W '

CO

as

b » l" 
least rtiot

sill‘d

Hire p'
Hire

play an ■'

6

Fumiiu'e

etc., sho
I irtinei 
epartni

Total

Tlie to 
chan^ as 
there wet 
10 the t)li 
meni ere 
shops as 
Januar)*; 
in contra 
inslalmer 
in Mav-[ 
1959. aga

Inibei 
cars, the 
and tbev 
sePrices I 
means as 
cars nier 
between < 
tbefinaiK
a demaiK 
used car 
to fadliia
M i t
^̂ ueofg 
birepurcl 
cars as in

7

t̂imatê
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houses, as shown in Table 3 above, rose by over 130 per 
cent., from £253 million to £610 million, in the same period; 
in addition, the amount of debt incurred direct with shops 
but block discounted with finance houses has probably at 
least kept pace with the total outstanding to shops. The 
proportion of outstanding debt on durable goods which is 
being financed by finance houses has thus grown considerably 
since 1957.

Hire purchase business and demand for durables
Hire purchase and other instalment credit transactions 

play an important part in the total demand for durable

goods. In the field of household durables, that is furniture, 
television and radio, gas and electrical appliances, nearly 
all instalment credit transactions relate to new goods and 
so represent a demand on resources. The proportion of 
expenditure on household durables in which instalment 
c r^ it transactions were concerned was under 40 per cent, 
in 1958 before the lifting of controls in September and Octo
ber, rose to about 50 per cent, in 1959, but fell back to 
under 40 per cent, again after the controls brought in 
towards the end of April 1960. Comparisons of instalment 
credit sales in periods of control and freedom from control 
are shown in Table 6.

Instalment credit sales of household goods shops

TABLE 6 Monthly averages £ million

January- 
August, 1958 

(period o f 
contro!)

January- 
August, 1959 

(period o f 
decontrol)

Percentage
changes

May-
December, 1959 

(period o f 
decontrol)

May-
December, I960 

(period o f 
control)

Percentage
changes

Furniture and furnishings shops ... 9 - 4 12-9 +  37 14-9 11 -3 25
Hardware, radio, electrical, cycle,

etc., shops ... ... ... ... 9 - 9 16 0 +62 17-9 12 0 - 3 3
Department stores—household goods

departments ........................... 1 -6 2 - 3 ^ 4 4 2 - 7 2 1 ~ 22

T* ••• ••• ••• >•' 20  -9 31 -1 + 49 35 -5 25 -4 - 2 8

The total turnover of household goods shops did not 
change as markedly as their instalment credit sales; although 
there were considerable variations in experience according 
to the typ>es of goods sold and the proportions sold on instal
ment credit terms, the total turnover of household goods 
shops as a group rose by less than 20 per cent, between 
January-August 1958 and the corresponding period of 1959, 
in contrast with an increase of nearly 50 per cent, in their 
instalment credit sales, and fell by less than 10 per cent, 
in May-December 1960 compared with the same months of 
1959, against a decline in credit sales of 28 per cent.

In the case of some other kinds of durable goods, notably 
cars, the relationship between hire purchase transactions 
and the value of sales, in the sense of demand for goods and 
services met from the resources of the economy, is by no 
means as simple. A large part of the credit advanced on used 
cars merely facilitates the transfer of the cars concerned 
between owners; only the hire purchase charges payable to 
the finance company and the car dealers’ margins represent 
a demand on resources. Since, however, the purchaser of a 
used car puts a seller in funds which in most cases are used 
to facilitate the acquisition of a further car, new or second
hand, it may be appropriate to set against the estimated 
value of all new cars sold on the home market the amount of 
hire purchase credit advanced on both new and second-hand 
cars as in Table 7.

TABLE 7
Motor cars: Sales and instalment credit

£ million

1957 1958 1959 I960

Estimated sales of new motor
carsO)...

Total instalment credit extended
335 445 500 600

on new and used cars............... 178 215 300 284

Credit as a percentage o f sales . .. 53 48 60 47

Net credit exiended(2)............... A  « • # 85 28

(>) These estimates are derived from figures of registrations, 
prices and purchase tax receipts.

(2) Total credit less estimated repayments.

The amount of credit extended, as shown in the second 
line of the table, overstates the funds made available 
as a result of hire purchase transactions for the purchase of 
new cars to the extent that some of this credit is used in 
meeting finance house charges and dealers' margins on 
second-hand cars. To this extent the proportions in the 
third line would be reduced and, allowing for this, it 
may be concluded that in the years 1957-60 between 40 and 
50 per cent, of expenditure on new motor cars was supported 
directly or indirectly by hire purchase credit. The tatle also 
shows in the final line, for the years 1959 and 1960 only, 
the amount of net credit extended, that is the gross amount 
shown in the second line of the table less the estimated 
value of repayments made during the year. This net amount 
when positive, represents the net addition to the resources 
of car buyers through the use of instalment credit borrowing.

The growth since 1957 in the debt outstanding on instal
ment credit transactions in durable goods to shops and finance 
houses was referred to above. The rise or fall in the debt 
outstanding in a period is the net balance of two elements— 
the total value of new credit extended less the amount paid 
off in the period. The statistics as compiled do not yield 
estimates for the whole field for these two elements separately 
but by deducting estimates for down payments or deposits 
from the total values of the instalment credit sales of house
hold goods shops shown in Table 5, thus obtaining estimates 
of the value of credit extended by the shops, and by eliminat
ing credit advanced by finance houses on household goods, 
shown in Table 2, which is largely duplicated in the value of 
credit sales by shops, combined figures of new credit extended 
in each period may be derived. The amount by which the 
growth in the combined debt outstanding directly to finance 
houses and household goods shops in a period falls short of 
the total new credit extended in the period then indicates 
the amount paid off in th& period. These estimates are 
brought together in Table 8. Credit charges are included 
throughout.
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TABLE 8 Total instalment credit transactions of household goods shops and finance houses £ million

New credit extended

Total Repayments
«

Change 
in debt

Total 
debt at 
end of 
period

For
household

goods

For other 
durable 
goods

1958 ................................................. 289 363 652 544 108 556
1959 ................................................. 410 523 933 640 +  293 849
1960 ................................................. 310 519 829 743 + 86 935
1958 1st quarter .......................... 55 77 132 130 -1- 2 450

2nd quarter .......................... 53 96 149 132 + 17 467
3rd quarter .......................... 60 83 143 131 + 12 479
4th quarter .......................... 121 107 228 151 + 77 556

1959 1st quarter .......................... 89 118 207 151 + 56 612
2nd quarter .......................... 98 152 250 159 +  91 703
3rd quarter .......................... 103 132 235 158 +  77 780
4th quarter .......................... 120 121 241 172 + 69 849

1960 1st quarter .......................... 90 152 242 182 +  60 909
2nd quarter .......................... 75 156 231 184 +  47 956
3rd quarter .......................... 66 117 183 187 -  4 952
4th quarter .......................... 79 94 173 190 -  17 935

1961 1st quarter .......................... 65 136 201 202 -  1 934
2nd quarter .......................... 71 164 235 212 +  23 957

Transactions of consumers
In considering the effect of instalment credit trading on 

the economy o f the country it is desirable to separate out 
two distinct elements, namely the credit advanced to busi
nesses for the acquisition of capital assets and the credit 
advanced to persons for buying consumption goods. The 
former is, in total, relatively unim portant as compared with 
other sources of finance open to businesses. The latter— 
consumer instalment credit—is an im portant source of funds 
for persons acquiring durable goods; the am ount of con
sumer instalment credit debt—some £730 million at the end 
o f I960—may be compared with the total of personal and 
professional bank advances by members of the British 
Bankers Association—£691 million in February 1961.

A certain amount of estimation is required to measure the 
various aspects of consumer credit transactions from the 
statistics which are available from finance houses and house
hold goods shops. In the first place finance house business 
has to be divided between the business and consumer ele
ments—a division which in the case o f new cars is only 
possible on somewhat arbitrary assumptions. For retailers

the assumption—a reasonably accurate one—is made that 
all their business is with consumers. Secondly the statistics 
collected do not themselves give an indication of the level 
of deposits or down payments and these have to be estimated 
from other information. From the collected statistics 
supplemented by other information estimates are made of:

(a) changes in debt
(b) new credit advanced
(c) deposits or downpayments made (including the value 

of second-hand goods traded in)
(d) repayments o f debt
(e) total outlays.

The last item—total outlays—represents for a period, the 
total amounts laid out by consumers by way of deposits 
and repayments o f debt. Table 9 shows these various items 
for recent periods. The figures refer only to that part (a very 
large part) of the consumer debt which is covered by the 
monthly statistics of instalment credit business. Shown also 
in Table 9 are figures o f personal disposable income repre
senting total personal income before tax, less taxes on 
income, national insurance and health contributions.

TABLE 9 Consumer instalment credit transactions in durable goods £ million

1957
1958
1959
1960

• • • • • •

1958 1st quarter 
2nd quarter 
3rd quarter 
4th quarter

1959 1st quarter 
2nd quarter 
3rd quarter 
4th quarter

1960 1st quarter 
2nd quarter 
3rd quarter 
4th quarter

1961 1st quarter 
2nd quarter

Cash outlay

New
credit

Deposits Repayments Total to
consumers

580
164 431 595 531
96 518 614 760

112 611 723 638
38 101 139 104
46 104 150 118
44 105 149 116
36 121 157 193
21 123 144 167
27 130 157 202
25 128 153 194
23 137 160 197
26 147 173 190
32 153 185 176
28 153 181 140
26 158 184 132
31 163 194 150
36 163 199 175

Personal disposable income

Total

Cash 
outlay as 
per cent, 
o f income

New 
credit as 
per cent, 
o f income

15,452
16,037
16,905
18,177

3-8

3,812
4,080
3,971
4,174
3,930
4,327
4,214
4,434
4,196
4,676
4,556
4,749
4,557 4-3 3-3

» •
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In the period covered there were two major changes in 
hire purchase business due to the removal o f all restrictions 
in the autumn o f 1958 and to the re-imposition of restrictions 
in April 1960. It will be seen from the table that these changes 
had comparatively little effect on the total cash outlay, 
that is down payments plus repayments by consumers on 
instalment credit transactions in durable goods—the pro
portion of their disposable income laid out remained much 
the same. The significance of this for estimating future hire 
purchase business is developed below. The changes in terms 
had, however, a dramatic effect on the figures of new credit 
advanced. The large rise a t the end of 1958 was due to the 
greater amount of credit that could be borrowed for a given 
down-payment. Indeed, as is seen, the am ount o f deposits 
fell after the removal of restrictions. This sharp rise in new 
credit led in turn to a rise in repayments but a  lengthening 
o f the period of repayments which followed the removal of 
restrictions delayed the growth of repayments. During 1959 
new credit remained at a  high level and debt grew at a high 
rate though since repayments were not growing particularly 
fast the total outlays by consumers remained fairly constant 
in relation to incomes.

In the early part of 1960 cash outlays, however, rose 
appreciably as a proportion o f income, both repayments 
and deposits on new contracts contributing to this effect. 
It is difficult to explain this sudden change but it may be that 
a  tendency for outlays to grow in the absence of controls 
was delayed during 1959 by the ease with which the growth 
of demand could be met without greater outlays as' deposits 
were progressively reduced and repayment periods lengthened. 
Whatever the cause it would appear that the increased out
lay has been maintained. After the imposition o f restrictions 
in April I960 outlays continued at much the same level in 
regard to income, but because of the statutory minimum rate 
of deposit new credit and sales on hire purchase fell away. 
In the first quarter of 1961 there appears to have been a 
further rise in the proportion o f incomes devoted to instal
ment credit outlay, but this may be due in some measure to 
the provisional nature of the estimate of incomes at this 
stage.

The comparative stability in consumers' outlay for instal
ment credit to which attention was drawn above, has helped 
to give some indication of the future trend of instalment 
credit business in durable goods. Given estimates o f the 
future trend of disposable income and o f how much is 
likely to be pre-empted by way o f repayments on past credit 
contracts, a forecast can be derived of what deposits are 
likely to be put down on new contracts. The various stages 
in such a forecast pre-suppose some knowledge o f the terms

on which business is being currently transacted and has been 
transacted in the immediate past, in particular, the periods 
of repayment, prognostication about the terms o f future 
business and how much new credit the deposits estimated 
to be available will command. Even if the trend of repay
ments of the instalment debt outstanding is known with 
reasonable accuracy, the uncertainty o f  estimates o f future 
new business increases the further ahead the forecast is 
projected, since, in addition to estimating repayments on 
existing debt, it is necessary to estimate repayments on newly 
created debt, which in turn depends upon the forecasts of 
income, o f total outlay for instalment credit and o f how 
much credit a  given deposit is likely to command. Although 
there is some stability about outlays on credit transactions 
in total there can be marked fluctuations in outlays on the 
different kinds o f goods.

Instalment credit borrowing, income and expenditure
A rise in instalment debt means that new credit being 

extended is higher than repayments being made so that 
purchasers are, on the whole, net borrowers. In other words 
they are increasing their disposable funds. Instalment credit 
net borrowings appear small in relation to personal dis
posable income and expenditure but as Table 10 shows the 
year to year changes in net borrowing have been substantial 
in relation to changes in income and expenditure. In 1956 
repayments by consumers on their instalment credit obliga
tions exceeded new credit advanced by some £75 million, 
that is debt fell by this amount. In 1957 however, the con
verse was true and debt rose by about £59 million. Thus 
compared with 1956, consumers’ command over resources 
was increased by instalment credit borrowing by £134 
million or by about one-fifth as much as the rise in personal 
disposable income between the two years. Increases in net 
borrowing likewise reinforced the rise in disposable funds 
in 1958 and 1959 but in 1960 consumers’ instalment debt rose 
by only £27 million compared with a rise o f £242 million in 
1959. In other words the augmentation o f personal income 
was £215 million less in 1960 than in 1959 and therefore, 
although the rise in disposable income in 1960 was con
siderably greater a t £1,272 million than in 1959 the total 
augmentation o f consumers’ comm and on resources from 
increased income and hire purchase borrowing was less in 
1960 than in 1959. The same pattern is apparent in persona! 
and professional bank advances; comparing annual averages 
o f  amounts outstanding, total disposable funds were aug
mented from this source in 1957-59 but the increase was less 
in 1960 than in the previous year.

TABLE 10
Consumer instalment credit, income and expenditure

£ million

1956
1957
1958
1959
1960

•  '  •

*  *  •

Personal disposable 
income

Amount

14,727
15,452
16,037
16,905
18,177

Year to 
year 

changes

+ 725 
+  585 
+ 868 
 ̂ 1,272

f^et borrowing on 
credit instalments

Amount
Year to 
year 

changes

Total income plus 
instalment credit 

borrowing

Amount

14,652
15,511
16,137
17,147
18,204

Year to 
year 

changes

+  859 
+  626 

+ 1,010 
+  1,057

Consumers' expenditure

Total Durable goods

Year to Year to
Amount year Amount year

changes changes

13,706 885
14,430 + 724 1,006 + 121
15,171 + 741 1,156 -1 150
15,890 +  719 1,352 +  196
16,608 + 718 1,363 +  11
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