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The Songhong and Shanghai Beanking Gorporadon

(INCORPORATED IN THE COLONY OF HONG KONG)

THE LIABILITY OF MEMBERS IS LIMITED TO THE EXTENT AND IN NANNER
PRESCRIBED BY ORDINANCE NO. 6 OF 1928 OF THE COLONY,

ALL LETTERS TO BE ADDRESSED

AND

REMITTANGES MADE PAYABLE TO

"'THE HONGKONG & SHANGHA]T BANKING CORPORATION"

NOT TO INDIVIDUALS,

Mr. Henry Hazlitt

"Business Tides"

Newsweek

Newsweek Building

Broadway and l12nd Street
New York 36, N. Y. . U.S.A.

Dear Mr. Hazlitt:

I was very struck with

your frank,

P. 0. Box 353
Kobe, Japan

7WNanmbérmwwWww

clear, and concise

report entitled "A Flood of ﬁebt" in this week's edition

of your journal.

19..55

In such a confined space I realise that all you cean do,

fony such an important subject,

is to provide an apetizerg

Would it be possible for you to continue with this sub-
ject--so vital to everyone living at this moment--in another
issue and find room to answer some of the questions given on

the attached sheets?

some of the questions admittedly I have tried to ans-

wer. Please put me right if necessary.

If you can't find the room in Newsweek to reply, I shall

Yours truly,

‘appreciate any comments you may have to make to me direct.

i

yril Bell




*&I‘Gnca NEWSWEEK, 7 November 1955--"Business Tides" (A Flood of Debt
~ by Henry Hazlltt. :
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The questions which need answering are thess:

What percentage of consumer credit granted in the year ending, say,
30 June 1955 wap granted for the purchase of
(a) automobiles?
{b) houses?
(¢) wradios, TV sets, refrigerators, sutomatic washing machines
and other modern household appliances? .

i (a) ~holidays--in the way of travel and hotel expenses?

Is there any other category of goods or services which rated high in
chedit granted to consumers?

Wh&t'percent&ge of ‘the total cost of automobiles sold in the year
ending, say, 30 June 1955 was paid for in hard chsh?

Of the amount granted in credlt how much percentage will have to

be paid back in each of the next 3 years?

How much of the consumer credit granted during the same period was
granted by .
(a) commercial banks?
(b) the producing companies, their sister corporations or their
agents? (I.e. How much was Tinanced through relative trades
themselves and how much directly by the banks?)

In each of these two cases how have tnéir interest rates, on the
averageyresponded to the various increases in the Federal heserve
discount rates?

Where the cost of new credit has increaﬁed what effect has it had
on eurbing the demand for c¢redit?

Where the increased cost of credit has not had any effect on the
demand is it not possible that subconsciously the consumer's attitude

is this:

"Because I can borrow such & large amount of capital I can also
find a way of borrowing the interest (or at any rate the increasd in
the interest) to be charged on that capital. This interest, after
all, 1s very small compared to the capital amount, and if my credit
is good enough for the capital smount it is also good enough, in
an - emergency, for the interest. It may even be good enough for next
year'!s instalment or at lesst part of it."

(Admittedly this does not appesr to be sound economic reason-
ing--but can one expect sound economic reasoning from such a large
cross-section of the comiunity under the superb system of high pres-
sure salesmanshin which seems to be part and parcel of every business
organisation in the U.3.A. I trust that I shall be proved to: be
wrong in this assumption.) : :

If this situation is the case, surely it will not solve the problem
by merely incresing the cost of credit? Is i¥ not possible that,
the only solution is for the acutal amount of credit allowed to be

~granted to consumers to be decrsased?






