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CREDIT CAR" INTEREST CALCULATJON ACT

Mr. Panl DeVillers <slmce North) moved that Bill C-233,

an act to provide for the limitation of intereat rates, ot the

application of intereat and of fees in relation te credit card

accounta, be read the. second tinue sud referTed to a commiittee.

He said: Mr. Speaker, 1 amn happy te sponsor this bill entite"

an act te provide for the limitationi of intereat rates, of the

application of interest and et tees in relationi to credit card

accounta.

Since their introduction in 1968 credit carda bave been a

major source of convenielice for thousands of Canadiafla. Last

year there were airer 55 million credit carda in circulation which

accounted for over 10 per cent et ail consnumer spending in

Canada. They have beconie more than just another meana ot

payDient. Renting an automobile or reseringl a hotel reom for

exaispie can bc impossible withu a credit card.

rates were higb and tended to remain so, despite the level of

other types of rates.

The banlcs repeatedly told the commiUtees that their rates wetC

reasonab le, aince they did flot produce a very higli yîeld. That is

hard to believe, especially when we sec batiks malcing record~

profits. Every time-comtnittee membera asked what.their rate o

profit was, Uic banka refused to give the information, arguiflg

that it would make them vulnerable to the conipetition. Despite

this lack of co>-operatiofl, committee members found that the

banks were collecting intereat tees tronm between 70 and 80 Pel

cent of their customers.

[En glishl

Bankers also argued that because the financial înatitlitiou

take a high riak on many card holders they need a higher rettr

on the carda than any otiier kind of loans te cover losse-

However the evidence before the Standing Commiittee on o

aimer and Cerporate Affaira showed that there were fW

defaulta on1 credit card loans than on corporate, lans and '0

other kinda of consumer loans.

When the issue of capping rates was raiaed, the baDiNe

threatened they would be forced te deny carda te lower inO

people. Tis did flot sit well with the commnittee memfbersS'1

the banka' ewn figures snggested that lower jnconiC Canada

were more likely to pay off their monthly balance than the

higiier income counterparts.

Tihe 1987 finance committec report states that 83.3 pecen

t those tbey considered low income people would dischargeth

r monthly balances, whereas 41. per cent ofthe card hôlders I

incarnes of over $60,000 or more routinely did not pay of 4
m ionthly balances.

>t Anlinayson and Sandra Martin, two invetigtiejr
iss ummed up these tactics v.ry accuratdly in terb

entitled CarE Tricks. I quote: "Th~e bankers' insistence hst

is would have to cut off lower incarne card holders proved Vt

more than that they would cut off lower income earne tol

tha! waa strikingly aimilartteirextremety bard lin@ on

business loass at the time".

IS Fnly, asa ret ofdXUxcise in futillty, 10

rid realized bow ditticult it was teôobtain frois the 8. 1
isformuation they seeded te make intelligent recomMis 1

The. batiks did try to smiooth ruffled feahhers wit 0-

reduction in credit card rates. In 1989, the. StandingDI
os Consumer and Corporate Affairs revesled thatWho

Standing Commitlec os Finance was revisilig the filstie

Dn, report in 1987, the apr.ad betv.e the. Bank of.et 3olt

in- th. interst on Visa carda was 11.46 percentg P <,d$9,~
eu- shofty aftr the report was tsbled, the speadrp o


