CAPRTR XIX
CEMRAL POLICIES AND PRACRICES CF FILANCL CC?!}‘&BIES‘»IS"ML&H‘

| In thio Chapter, the seneral ?aiieiea and'praﬁticea of the
three types of firance coampanies vill be discussed. e

" Pdre jurcha<e financo companics ip Mlalaya deal mainly in conzuzer

duralls goods Iikg sotor-cars, refrigcrators, telovicion-sols and 60 on.
For our purposs, only csr financin; ic talen as an illustrative example.

The Form of hire mrch iy ] napeing

Cenvrally, in Falaya, hire rurchese of cars takes ihe following
form. A prospective custozer wishing to purchase a car, but who cannot
afford to pay cech for 4 epproncies & {inance con any for a loan.
Alternatively, he may te recommended by the cer dualer to & cortain
finzree ecriany. When tie toras of the trensacticn wave been a reed
u-on Ly both the finance cum any and theo cugtousr; the {inance comv:any
¥ill tuy tre car from the car dealer and hire it cut to the customer.

'"he ownership of the vehicle rects with the financo company, vhich only
bir<s oul tio cur to tio ‘hiver' (L.v. tie cucicozer). The hirer will

uce the car &nd continucs to pay the finance eoxjuny the recular rentals.
The hirer remain: only as a hirer of ilv velicle; thoush it is rouistered
{n hio nare. Yo only besomes tlie legni osTer of tic car, after the last
vaymest ie made toguiher with the ‘option to purchsse' fea.

The sroncy festure fn hivs micchreg fincedns

Finance coapanics dc:ling in cars, usuclly do not denl direct
¥ith the oustomer., “he customer seckinz financial axzsistance is required
to complete the hire purchase agruemeat form, vhich is supplied by the
ar-nt, ic. the csr~dealer coa;any. ‘hen all the psrticulars in the

arrcement form are completed, the agrvemcnt form i3 punt to the finance
company to be appraved.‘ |

‘ ?hé reasons why finarcs compenies in Halaya operate through
such agents arc!

Pirstly, the aczents are recuircd by the finance companies to
stand as guarantors to all sums payable to them.' Tor exaample, if a.
hirer feils to ;ay up the remaining rentals, the vchicle will be
roposscssod ond the ajent must buy the vehicle frea the finance company
for such a cua as shall be equal to the toial axount of all the remaining
rentals and other moneys which the hirer would havo had to ray if the
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‘hiring bsd eontinue& until the hire “urcha e price ha& baen “aid iﬁ

full. %his type of hirs *4rcaa%e finaneine, when a third PRIty is heié“'
responaible for full nayment af all debte é;e to tha finaneing eea*a&y '
is called financing thrnu"h a receuree plan' R

Secondly, by having agents, the fiusnc o corany would not have ‘f -

to paintair additionui staff to cem-lets tha various docunents- iavolved
in the initiel atages of the trancacticn, (e... the hira purcnate '
a{reement foras, 1nsuranae documants, atc.).

%hirdly, the artnta have to bo res: onqible for cﬂllauting

the monthly 'ﬁntmla frem the hirern. And on the prcac*ibed daten of
each :onth, 2 agents have to vouit te the Linunce company ccncerned,
the amount of reﬂtala due from the hirirs. The agents hiave to remit the
esnounts due, uhether or nst the hirzr; are unctual or default 1a |
their yqyaents. o

; For parfbrm1n~ these funotions the aeeut regaivca g 3% Eephad
c“njissiaﬁ (cvleulated on the paount borroved by the Mirer from the
finarcoe coapany)s In addition, tho nsint ray forfuxt iLe 3+ prompt
pryaeot revate, wi hich ig allowed hy the ’inquce eoagana to the hirer
if he is not promp% 1n hia paymﬂnt.

Qﬁli;iggwj ‘"ﬂ h4“~ *%n “ﬂnxnt of Inuﬂ, tha rﬂte ag “griﬁq charee

.. ¥ .
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The tryee focters, tlhe anoun t of loan {hat crn Le granted,
tne hiring clarce rate and tie veriod allowed for reraynment of a
luan are fuportant considerations in hire ;ur.hase. finqnﬂinp. Tre
policies n.rev,lnr Va2 turce ia*tars are d**cx.k (& velod.

" a) ‘ .‘l'm ** NP’ Ypann or dn-fm b odat: ‘:atth. ;It
ic 8 "‘;Lu‘ of firnrog oo *{4 o* Wosdvance the
S fell *ri:e ¢l tro xuhlole. e yeonluing periion
~of tie ‘rLc:,’Fns to te p»l& ei~u«r in \l,h ani
ap 4y o fiam oal g Vipen SR S el o)
wviphir: to borrow fronx the finance connany., This
parand iﬁ‘kncun as the de”osio, or the down
rayoent for the roods.

The principle of requirinz the customer to
pay tho de< ;1t is explained by theve ar; umenta:-

i) The custoaar ahould have a eubstantial
stake in the gocda, in order that he will
nake cnnriierahle efforts te pay all his
rentals, ale 18 much less likaly to risk
“losing uhat he bas paid for (in the fora of
tie depoait) than if bis s~age ia little
Ol'nilc‘ S , TE

‘ f~ii) ‘ha cao ig tﬁaald stnna ia tha financa
-  ﬁC03z3ﬁj’“ toulis at an azount wvhieh EOuld
. yor*it it o acll ri(h:ut lavq in *he

sﬁ 6 n ‘




h”i?]![event or repossenman._ Th@r@fo»@; the i
. deposit 18 60 duuernined (as well as the
. instalments) that the amount of remtal

k4'{raueived at any date oxceeds tha prabablnﬁr
‘ 6&920¢1&£10& af the geo&. ,

, ”he actLal ameunt ef dspeaita requirad by finanee ceapaﬁiea
arse seldom fized. Some finirnce Sompanies are willing to lend up to 80F%
of tbe Total Cash Frice of the vehicle.  The uaual azount avera;es
two~thirds of the cach rrice for most finance compapies in Kalaya.
This figure of tvo~thirds is taken an ihe fulde to depsait-payment co
av the deposit of gke raﬁaiuine one=third to be raid by the hirer is
assu@ed to bs an a: ‘equnte amount of equity interest of the hirer, thaﬁ
will selkie him thin: tﬂice if hs deﬁides ta teraiaata his ﬁgréeﬁent
bafora ma%urity.\, o o T R

However, the actual aanunt of degosit detcrained, te any

cuastomor is uh@ily the outccme of negoziatlens hetseen hirer‘anﬁ dealer,

and several other fact@ra which aret.
1) The ¢redit-stanﬁing of tho custamer, or
popularly known asonget finance circles as the
. "5 C'a" i.e. Cuaveecter, Collatcral and Capacity
" of the customer. VYor exanxla, essential quastions
like, "'ho is the customer", "-hat ocoupution”
_and "type of security offered”. uill be aaked by
the tinance corIany.

44) Tgpe and year of nake (1.3. the model) of
“the goods.” For carp, uscd-cars usually
damand a kisher deposit end coppared to other
care, uzed Jeranese makes are noi favoured.

- For uc 3-**?ﬁ, move tian thrce ,oars old, a
ong=tk ixl denoslt I usually required and for
‘a cur wore than €1z yewrs, a %« deposit is
usual. Phis policy ia consistcut with the
princinle ol zonuising lhe borrvauar Lo have
an appropriate equity iuterest in the article
he wants to btuy. A car deprecistcs at o decromsing

' rate (tit% highcat depraciationnrats after the

first year).

A popular ma»e, Austin ? “8‘“‘ °aloon rirsd at $4 69&/-
loses 34 4n its firat year and £3y 135y 157, 9%, %or the second,
third, fourth, fifth years. consecutively.‘ baapare these flcures with
the depreciation rates of an expensive Jaguar E~type Yixed Head Coup'e
which costs 317,845 nev. It &agreciataa 43& 1n ita - first year and
only 9ﬁ in the aacond yaar. - , St R

lFifurba arﬁ based on th& “&ea & GaeduVehicles Priae-Guide' - '  ‘
;ublished hy Haiayan Indﬁatri&l ?inaace cgrperatien Ltd. : ; Ll




o  Therefore, we see that when buying used-cars, the ameunt
givanced by a potor fimance conpany depends primarily on the model and

used Jupanese cars as a matier of policy, tecause of the heavy doproociation
rate and hencc resalc price (in case of repcaseseion) is very low. -
'This ie important because as one coajany claiams *Phs value of the oar
{5 the greatest protection for the company ..¢" . Teke for exaaple

the lissan Cedric "1530" which costs §5,45) vhen new, depreciates by

if it 4s more than tuo years old. Thie ism true for most Japansae naxes

including Toyota, Datsun, Isuzu, the Britich Rover and Hunber and the

Swedish Sasb, which are mot popular makes and used ones ara‘aet‘favaareé' 
by finance companies. The Volkswagon has renained Ly far one of the

post popular makes in lalsya and wmost finance ¢
deposits of hirers are less than the nornal stipulated perccutage. For

2%~ {one of thé';aﬁast;inwthe,GQERet) and 9%, 9.5y 10,05, 11.72 con~ .
secutively in the second, third, fourih, fifth year. IR

¥e could summarise by saying that finance companies' policiss
on maxioum asount of losn (altornatively ihe minlpum emount of deponits)
depends on the popularity of the mke or model, This in turn tekes
into account factors like fuel-consumpiion, ressle-vilus and euch
considerations. B EERRERE SRS

" Only in vory opecial caces .. cown-paymcnt is not required,
0.£es & cOvernment sgrvant who could produce & ‘gusrantee-note® froa
his head. ‘ R ' N Sl
b) kate of Tirinwt Charce. The hire charse is
‘wvery coumanly recerred Lo as the intercat chargod,
which ia tocrnically wrong. ¥Firetly, the cuctomer
does pot actuclly torrc# neney frea the firance
company. V¥hat he does ie reolly hirirs the goods
froa the ownor (finance coupany) and is payiug
monthly reatals for the use of the goods. It
is only bty viriue of the paya:nt of the ‘o tion
to purchase fee' that he buys the goods and
ultimately becomes the leral owner. fhe customer ia actually
Cpenbing tle pocis. I'o douo ot borrow a lunj sum '
of money from the finance conany, hence he pays
5o 'interest' = a3 interest is the 'payment for the
use of money', the definition as ueed by Keynes.

' Secondly, even if we assune that a finance conpany
~ 1agvances' credit to the customer, by purchasing
outright from the deeler, the roods concerned and
' allows the customer the privilege of *hire-purchasing'

244 quoted by Fu Tong Sen Tinencs () 1td.

tyre. A sports car ususlly has poor vsed-vilue while used Jopancee f;;‘uf 
c&ray(@V93*§59~P9P91ar‘Tbyot&*a&rlsa),'are~nub§ecx,to;negéiiatian,an:',’°' S
application of loan, and most finarce companies do mot usually finance -

455 during its first year anﬂig,notnnrzallyacceptcéfferlfiannaingv~“,"‘4 o

oapanies do uot mind 42

oxample it doprecistes very copstantly after its first year's rate of ;,fffjrfj“



'1t by aqusl inatalmpnta, tha eo—callod iateraat
- rate consists of other elemorta apart t’m o
*,‘payaent fer tne uss ef seaey‘ i

o 71\0 pmp@r tamte be used s.s 'hire chargs'
g'anﬂ this 1nalndes: SR

";Wt) initial aoat ar negotiating the
rhireupurohase egraenrnt. :

*~Mii} Intareat acst a8 dttorwjrei by
ruling merket rate (the firpance company
. dnvariebly hes 9 borrow money or pay .
- -intorests on ger esits ta be use& aa its -
f},:eperating-fanés L : i

aag) Administratlen, and collactien
: ;, 34expanaes, vhich may continue for any~
o thing- up tc t‘zir‘ty-aix menths. Lt

o av) ﬂP:ofision for 'ha& Jebts‘ in derault» ah
7”1*fine cascs. ;,~a' -

In vieu of the varicus elenents whiun oanatitute tha ‘hire

chwrge 1t 18 not surprieinv then, it tendo to be comparatively hibher‘

t'an 'interest *ates of 3av, eammer¢1a1 banks. vhich charge g% per
annva (in 190)) ; V .

,“‘Jigip*~Gharpa s 'flat rato : Anether
©point to note 15 tho nethod of calcenlating
- of hire ‘e¢harge. FPinance ooapanies ia
Kalaya ané sinpapors (Tor thet matter
 ; ¥&JhVCiB, upe bir 'flat-rate’ Lasis for
~-gharg 1ng,cuwtoma*s. Flat-rate an R
oppoascd to the raducirp-balancs rate (aa~
Cuped in bﬁ*’-ﬁ?ﬂf%?a”%w} 45 asncased
“on tic amount to le iinanced cx Lo
‘agrecuent, at the beginning of the hire-
period, f.ce 8sse8scd on the orig +inal
amount financed, and therefore is not
‘affceted by what tho hirer has repaid
" or rzdiuced the outstanling bslance of
" of tho amount finarccd, (oapared to the
- 'true or reducing balerce rate, it is
 slighily lean than twice tre rate. (F.g.
. 10% flat is equivalent to 18.4.5 ectusl
503 a 12«Lonth hire purchags agrcemunt).

3g,f, ﬁixdgey ﬁ*;ru v3r~hrve”, ene of the articlea 1n *Radio ﬂ

$;1&sn' ‘Qries 4, publiehed by Lenbaga Gerakan ?eladar&n Dedasa. S’pore.. ‘:~"

1805, p- )6a ngw




Bene@, tha naual hiring eharpe of 13% 3} o
3% would become 265 less 64 and 39%3@3:8;%
. in & 2-ycar and’ J=yoar agreenants reapeetiveiy.
hemi‘ere, a birer involved in a S-year ALYOO~
~went and loses hia proapt payment. rebate hag
%o Pay nearly 405 hiring cbarge in additien to
the amount ‘financed. As the hiring-period
, inoreascs, the true hiring charqe rate - - e ,
increaces as well. Thus & 10~ flat rate . e
 Tloes t0 19.49% over gn iaatamat pama e S T
: 'af thirty-six mnths. S Sk

, ,c _ratos in Ea.gm “As mtisned ‘
hs.m charge rates in Halaya for motor vehicles
tend to be uniform. ch' new motor-sars the rate

is 1355 gor annum. less 3% for prompt payment

rebate.” The 33 prompt payment rebate is only

-allowed if the hirer is proupt or runctual im

all his ;aymsnt of rentals. A week's grace

is aliomd after o payment dato is due. ir
the hirer faila 10 pay up after the peried }

. of grace, he is liable to forfeit his 3%
rabate, Hm:eror, this is not the rule strictly
adhercd to by finance eemranies. The rebate
3.5 usually forfoited only when the hirer is a

~ ‘persictent-late' rayer. The rebate, if
elloved, is payable after the last rental

- payment, calculated on the anmount financed.
A 3% rebgte on a $£4,000/- loan for I year
~comes tc €120, Sometimes, the rebate is in

tha fem of a deductionm tha last paynent due,

finance com; nnies. notably foreipn-owned
' enea a‘mrge lover hiring ratso. It ranges from
6% to 125 'flat’. However, conditions ere moTe
stringent and sumecued bad riziis are not
entertained. A case was cited of such-a ;
_company charging oaly, 10/ flat, instesd of the
non.al ‘1355: lesa 3"" m Penang. ,

. 43.'4. Bimey. ...Li pe 56 S RS
- This can be worked out by uslng fomula. L \ o L
M uP, when?«‘fmepernnnuamte ‘ o
!4-1 R = 'flat-rate' | Uy
R o Hm Exxm}}er of imtalments. o ; SRR B

364*1 37 L m—— S ;
501. 15 25,6 1353 3 75% (15 montha), 19 5% lasa 4 ‘5% (18 mntha)u ,
26,» less 6% (24 montha)a R AR , ~
6, le 'ab.olly emea and contmue’{
Credit Co ration (ﬁ) 14 15 an ez:amp ’ et .,
by Charteredrieiaak, Aﬁrggmlm Guaranteo carpomtion and hharikat Pcmdalan A
Kebmmm btd. - 1@),_:‘ B L SRR AR , B :




L ed for Ucn Q.xg: : The norm
| ffrate charged 1o 1GQH éflat’ rer anuum- al :
;j_“less 3 a/fr’for ‘pronpt \ayaani rebate.?_,f* |
- Ratos are higher because a used car has aeyrscisted 
4in value and a 'third-land® car is not very B
- favournble in the ured ocar market, hence
"resale in care of rerousession is quita
difficult. The eervico life of a used car
< 18 morcover shortencd and tlier:fore the
 ¥hir'inQ chnr*e rust bo ro cnleulated that g
- the emount pald at any givsn tine will excoed
- the deprcciation. A certuir eonmany in Kvalas
- Lempar, hovever, charze the paze rats for old
" or new cars i.e. the norzal charpe of 13# 1935
o34, Egaaver, to strengthen the socurity in
- this case, the maxitum period of hira ia ‘
‘sharter for uscd than new oars. il

o o -We eanlﬁ sum:ariaa by aayivu “3i the
";,actual rutes charged for row ard used cars
- are unifora throughout the csountry with only
8lisht variations. The Ioportant factors
*jinfluancing the hiring char ¢ rules are the
~mako and model, as aell as. the age. of tho |
' Wmaleo ST,

Par T iepavront. Periods of repnyment alloved
vary from coroany to cozpany 8li htly. Some may adopt
a oore sitrin; -at policy of a maxinum of twnty-four
months. whxle Ouh”tﬁ allaw a hirsr thir+y-six montha :
to pay up.r\‘ = ; ; -

&ormally, shortcr reuay»bnt ycricds are allauad
for used cary. A typical cxample nould be twenty-four
montks for carq 1hich are nore than ihrce years old
and only tuelve mentis when they nre bLolween three
to six years old. As a matter of iuterest, finance
“cocranies offrrin; crcdit~frcilitics for c***ercial
‘vehicles and consumer dursbles including motore
scooters allow shorter periods of rewujment. This
is lo ienl encuch, becauze or the one hand comzercial
vehiclcs are considersd a greater risk and depreciates
fast2r end cn the other, houschold a,pliuaccs .
~and motor sce«tcrssinee they cost much less than a
. car, repayment periods need not be lornz as say
| thirty*aix‘mantbs. “he aecurity—nature af these




. 1.;{3 seods ta ét.z;o ﬂmaa mpmy s.a sach that“‘ tlm auapang

.deems thom unfavourable because of the lizited market -

7 for auch used-goodc, in cases of repossession,

. Anothor point to noto 4o that since thesa goods do»not
ecost very much relative to cars, ‘hence if repuymoa% ‘
period. is otretcled lcngar otill, the flat hiriag

- eharge ite would be»e:trsﬁely inflatad, in
;ropcxticn of ita priae. ;”"

e Ueunl parieda af repaymeat for care are S
‘;;tﬁolva renths, fifteen montha, eizhteen aonths, and
€a}tﬁeaty~xuur mopibs, Obviously from a finance =

'7  ,-eompany s vieupcint, the chorter the pe*iod. the | “, :
‘igbattar it wau:a bs beasusa 1t soalé ROant e

‘i) A rester tmmr for thes. ther‘sjr}'f',f,}f‘:"‘?7j ': : e
- permitting them to have more cash to doa. o

';;L7iﬂf%ater volune of huainesso S

" ;;15} It rapresanta a sacurity»faatez far thg
";‘pxgcempany ‘ascunming everything is the same, a
_hirer A, who has to repay within twelve
. montks, and 3, who iz allowod thirtyesix
~ ' nmonthe to pay the same amount; at ths end
- of say ten months, A's equity or interest
. 4n the goods would be more than B, Hence,
Ay 48 less likcly to give up payment for
fear of losing his grostcr equity in tha
1‘]8905\5. R : : ,

7 ‘111) Tor. the hirer he uill ray lesa hire chnrgaa‘ =

- for tte total hiring-period if tho period
. 4s shorter than longer, as the diffcrence
- belwsea twelve monthe and thcntyofenr months,
B woald sean paying lbﬁ or Eﬁﬁ hire charges.«

J“?heaa faetera are:

T 1) How much the hirer can afford to
U pey monthly. If his budget is tight,
. npepotiations may lead to a longer period..
- Howover, this is usually the starting
-~ podnt for e p@%ential bad credit-risk.
. Over asbitious selling usually résults‘~,~
‘f” ;gj$n bad debta. \,/_f ~ :

o 41) The age of the vehs.cle. The older
_ the vehicle, the shorter is the period
 allowed. This is following the principlg; R
“of keeping the current value of the
A*vvhiele over and above the outstanding
| (in case of resale). This




= ‘Tﬁﬁgxgia” uhish serves as the guidspost ter »
finanoe companies to formilate its torms of
‘.v;‘;vkusiness vis. the axount s&vanaed, the EARE

—aﬁhiring oharge aaé the ysrigd of hira., |

75T;;}éiii) Gther faoters includs thg typa of
L 33&1’) Vhaﬂ mmﬁﬂﬂr ﬁ’tkeﬁ or modols are
| aot usually allenaﬁ genorvus tatas. ‘

Eﬁe %erma a! hire, ass finaaee éeﬁ any deeiﬁes upea aainly

dep@nd on the "3 08 " ‘of finanoing « Charagter, ‘Capacity and Goilateraaff;f ;;;

of the hire!., Ye srail ‘discuss this asrect first, hefore we proceed
to other important varinbles like Deposite, Grcdit»Chscks, Recourse
ell., which all determine whether application is approved or mot, -
the texms of hire ané helprto forﬁulats broad aperatienal p@liaies
of the cﬁﬁpany S e :

;*Iaportant oonsiéerations are: ‘  |

gu 'i’erie& e! reaidenoa. R R R R
= Period with present and paat eapleyer._ e
« The type of occupation. R

e Marricd/single.

-Mshehawabmmtaﬁdthoamt?
/
i It is believed, if he has atayod for ten '
_ years or more in the present residence, =
- and has comeisteutly been with the same emnloyer,
“*'then it denotas stability. Barried men
. ere ocaaiderad more stable than unmarried .
' onsa. Loes be come £rom 8 bad "credit-arca®,
vhere iho public 1s inown Lo be bad eredite
~pdeks? ihe type of job wiich spslls stadility
‘and offers securiiy is a Government post,
'perhaps 4n ope of the ministries. Every finance
: pany !avwars auch Jcba. and auoh customers.

La “'4;‘ The eaaacity is the hirars ability
to neet the pxopoaed pnyaant. %hia dapends
on aevsral faetorat I Lk

o  5..313 type of oecunatian.  f

- Bis ealary wagesa. L ,
2 'fta le customer?

experienee vith hiﬁ?

'malajéigff@iﬁi  “ﬁi nal t;‘atment of this ﬁiacusaiqn.‘;rJf; Hk‘__ Lo

»1adabteﬁ ta ﬁr. Shrivaa c’ Credit Corporatian ?;7f *“‘” 1




~

“;?&h&n@a aemnanins as a 961163- racedure us
. confirm ‘that the hirer‘s acatgly income a?iii?
= ;deductiag cipenses leavéa an anount sufficient
%o cover ths mnthly instalments. It is due -
- to over ambitiocus 'melling' of business that
result in assuming too bad-risks and ending
ap with baa debts, and ?cpessesaiona. ‘

~ Collaternlt This 13 the aacurity tho finaaee',
5rcompany ponweaaea. ?riraip*ll; it vould ve
. the vehicle involved., 7To Be more cxact, it
- -oan be deiined as the @quity the buyer hae in
~ the goods being acquired. To the finance
~company it enjoys 'double seourity' - ‘firstly
. 4n the goods, vhick is repossesced 1f the hi:er
- defaulis and secondly becsuse of the equity -
‘the buyer has 4n the roods, he is not 11k91y,
~poreally, to derault. thus losing it when the
__eompany repossesses it. This will ensure that
- %the hire purchase agreesent would be carried
 through till maturity. Secondly, in usual
' cases, whore sn ‘agent' introduces the hire-
purchase transaet‘on to the finance campany,
the latter rcgquires the agent to be the guaranter who
undertskes to answer for the debt, default, or
?miscaxuia e of tro hir»r.

- As the car, prcvides ths principal collsteral,
othar eonéiderations aret

&) Now Carst The finance ccmpany must
'jnake it a point to check if there s
- any vardatien fri the noce ted iint-
- price. whe 2 »t»pri"u Lay flustuste
) n@cor&iny to loxtras® etc. vhich are
o nst al 3,» shosn in tu- hegas ﬁt;

: It muat alse ensure that tha vehicle
is oarefully described in the é«reen\nt
.~ visz., the engine number, the chasia
aumber, reeiatration nxmbar ete.'

g ?her@ were reported csscs in
~ Singapore of taxi-owners who replaee old

;,enyinee in 8 new body.

‘ They purposely dafault ia paymsnt, and
 allow the finance to repossess it. But o S L
before thie, they replace the nhow vody with S

~ an old one and ‘the fimance company would L o
| 7~ba 1e£t with an 0ld eagine plus en old bedyt

~ fi”;b) Baposits: character and capaeity
""fft’are af,vital iﬂﬂortﬁnce, herauoe altiough




| {,@ffffﬁ‘k;wa w set s ainim dcpgsi.t er
~-4n actual fact the true doposit: 1s 2G§'

- invariably less than this asoust m i
;;°""*f‘ﬂiﬂ8 on dopcsit.~ , use Qf;“

?raés-&as aay he avarvalued aus te:

- nealor aiacounti new
» evurnt ﬁa care baeauae of

;¥;- Daale: is a paor tradsr.

c T}m’ﬂ iﬂ faﬂary livmidatim unem the "

éealez raaeives,aa 1nereased ﬁia¢aant.

Hsea oars praviéo & coapany with tha - B

"~ greataat loss factor, but also a high

__earning rate. Bowever, they ropresent

7;8 great scope for aiareprnaentaticn artio';;
'reulsrly tha “19&&13@‘ ef deals., ~ ¥ o

B W ®

© Last price %600 8495

"~ Trade in Slsag 25 15

- Cash 275

‘umnt ﬁ.nanood ‘375 ks |

In (a.) and (a), tha resiéues of 8375

\_kf'ax@ the same, but (B) actuslly reprcsents
. the true tranpaction. -The deposit is
8125 to 8495 (st price) giving a ratio
" of V2 one-quarter. Ia (4) obviously, the

trade-in ﬁo"JOMent of tiio deposit has

“been. 1nf1atad and 80 is the liet prioce,
. giving a favourable figure of deposits
st price ratio of > one~-third.

o !hn list price 13 usually a gnida. and
' the only importaut varisble is the deposit,
especially the valuation of the traded-in

|  yehicle and close inveatigatian of it is

".naesssnxy to prevsnt an evervaluatiaa of

An adequate deac:iptioa of used cars

 ":,f1a very important, more dmportant than for

“pew ones, &s the price 19 usually a nu&de =

. on new cars.

o variation of up to §300 can exist

‘é{sama modal and remeﬂbering that an 5 '*f  ;f,§ 7;f:ff Ry



L'QV?¥§S?;;°3° of 3?20 far‘éar rapaéausseér~ f
: :Sggizggt‘gcscriptzoa.caa mean the difference
- batween & loso or break~sven in the event

‘Q:srgpéaseaﬂIOR; the syent

76) Credit Checks:

1) The best and wont relisble is
. the finanee oompany's pravious
. fgxperience.‘ L :

-~ 44) The pravieﬁs‘cx;ériaace'bf
.. mnother finance cozjany who had
~done businesa vith the customer. .

 ),££1} The banker's opinion, if
- customer has got a bank agcount.

4v) Referses.

o fﬁIf.iradérre!erence,is reqdiréd frca
- another finance company, queations should
b@fasksd ont , :

= Date of comnencenment of contract.

- Totad urusunt of the eorntract.

= The nuuber of payments paid up to dats
of enquiry and tke manner in which they
/uem ' ;‘p&id. '

~In ihe caco of barker's opinicn, direct
and specific qu:sticna are advicsble &g

© they cull Lot divsct and relovent replies.

'~‘(tg;'»!f arr-czent culla for thirty-six

payzents of £100/- esch, ask the bouk's

o.infon g5 hicticr the custcuor is ‘;ood!

. for thirty-cix payments of :100/- ocach,
‘thus forcing the ban: for o direct arewar).
In the case of referecs, reassure them !

 of the confidential nature of enquiry and

that his opinion would be trestod accordingly.

Positive quections should be aaked on, @«g.

- m' lwgth of trading, he had with the

" = How muoh would the hirer pay each month.

  q;'9fnoea he congider the hirer to de ip 8
- position to pay.

aifé);ﬂj§§ﬁéfal‘Isre:mationl Some general

 informstion on the customer are esscntial

%o rate him; such 88

' v~éTHis Qc¢u;qti¢B;(¢ﬂ

- 16 -

rtaln tyres are poor-credit




. riske e.g.. itinersat profeaaiena, cooka, :
*\choun&n, oddujab RGN o, .ete.)

, ;He) On Recourses Recourse plass ere
L overy advipadle in Malnya where hire~
purchave Las not reached a desired level
- of sophistication yet., INowever, it is .
dependent on the deslor teing able to
. stand up to Lis liability. In eseence,.
 under a ‘recourse plan', the desler
,;figuazanteaa the transuotion. If hirer faila
- to pay up, wWe can eall upon denlcr to pay,
. rrezarﬂless of vhether *ho cosds are repos=
~ msessed or not. Often, doaler underiskes
.. the repurchace of the possessed vehicle.
.~ I£ 4t cannot be loca.cd. tie dealer will
r~_gatill finalise‘,;

o r) On Guteide Cusranteen: This ahould
.o be the exocpiion rather than tho rule. '
;;_iAlthaugh the outside guarantor may be happy signing
. 4t, and it io usual to recsort L0 lesml action,
o when birer dofaults and it proves difficult
%0 gat t!oa to yay. «

() ‘en Tirora (unier 21 years of aze)s
liinors le;nlly cannot be held recpensible
‘Por ficir sctions. lence, a finance
 éonmpany chould make it, &s a policy not
g to eatcr into acrecment to do tusiness,
. exzcept when thore is an aceepiabls aduld
~ap & Joir t-nngaturw“ A guarantes is
‘umeless, bicauce if tha crigzinal contract
e not. oaferced, e guarsntes lilcuise
. 48 not enforced alao. ’

N g) Miscellansoust Irrcgular documents, | -/
. " ehould be returned rromptly but it 18 S
important ihat all errcrs have been noted
 and that the company is goint to accept
- $the deal.

The Acoeptanco Officer in the company
48 the company's contsot with the dealer
" apd by demonstrating tis knowledys of values
*‘“~ ef trsdlng, he can earn reagect and confidence.

?allowing s a brief ‘dsscussion of industrial finance ccmpaniea

¢ teros of financing.
and houae finance conpanies, especially on their
Thepe tvo types of finance com: aniea uill be diacusaed in graatar

dataila 1n Chapter‘V. L




. ?5@?& arﬁhfﬁiﬁtiiglfff83ef,fiﬁaﬂ¢é‘Qsmpgnigg’dggliag in indus-~
tr{nl f}panpingat;agj;g hire purchase for cars. In many cases, financing
industilsl sssets forms only & s2all part of tre total lusinees of o '
finance comsany. 1his if becauss, at prrsent the business in car
tinaneiﬁgrls Viry puch greater than in industrial finaneing.

Fors of Tnbictrisl FUacels

Trlike Lire surchace Tivancing of cars, where wost of the
business 18 dors throuch agenis; flrnaice cousjanies financing industirisl
posets prefer irsct inahelnse  Uhls menus, a custoucr intending to
buy induﬁtrial~afvezs_ana33\iastﬁlaynsrbasisfaggreashea-sueh a finance
company direct tu noiotiate the tsrps of the loan.  In caaes vhen the
deal is introcuced tr an apcnt, tis irancsction in invariably throuch
a recourse plan. >xais is becauso of the griuter riske involved in
industrial fliiscine, - cLere ic & less resdy-rarket for rejousessed
industrial asucis a'd alsd the act of repocsension le more difficult
in view of the fiziily of the asaci, which roguires a lorgthy legal
process in order to rojosness it,

In viev of the greator risks involved in inductrial fipancing,
finanece Coojanies rec.hid that they could arcess ap:lications betior
themselves than Ly relying on agouts' recomnendations. | s

]\;; : C?‘ ‘ ,_‘,:n. ‘
%he tirinz rates charged on hira-ourchaee fircucing are usvally
not fixed, as con warcsd L0 C=rd. Yhe czact rates chargsd will derend
on fectors lile, ¢ iscntica ef intendsd vonce, the aroe of t§p essed
and su b risterasiorc.  kateg vary from a moniaud of T+ to 12,7 flat.
Eégirﬁ&ug the yepayacnt pericds, the avedaje maxitus pericd
alloved is usually slorter, about twenty=four monilis, &s compared tO
thir.y Conas s waiuenl ur €UIle pals is ooaln duo to the creater rloks
{nvolved &n iclucirial ¢{inarncinge. ‘
The nini wa dogzosits required would vary from a mintinuwa of
207 of tho cash rrice of the ascel, to anythins ebove 50%. Again, it
dependa on the rtoun involyed and the nature of the negntintions betwsen

the finance co&;aLy and thg customor.

In industrial financing the terns of financing tend to be ¢
Vatiffer' as ccujared to those for the Lire-purchase of cars and also
the exact trrz=n 1:vicd depend to an extent uron the outcone of the
neggtiggiogn‘betvccn sinance compan; and the cusiomer.

Youne Iinnﬁc"g.is‘éarried out by various institutiona 1ivo
the buildiﬁﬁkfﬁciﬂﬁﬁeﬂgfhausingﬂdavelopment coapanies ard eome of the
big finance comvanies. ' ak = ;



~ Tho form of fipencing done ia direct nostly.
buyer in ecein: a loan for the purchace of a hiouse approaches tho
finance comjan,; where the terms of (ko loan src ayreed upol.

?bs'fcrsfof'tho‘laan)rdquirea a depoeit, and the usual ropay-
nont Over s rusber of months. ' ' o o

-

~ The retes of interest charred for loans vary from Ti% to 10%
uaua113i5; The rate 15 caloulated on & yearly-rost besis 1.e. it is |
ealsulatsé‘qa'the~auxgtandiag balance of the loan at the end of each
Fars PR B : S ‘ R

_Repagmsat pericds necesasrily are lonyer thon hire purchese
of cars, &8s e prizoc Y wait 46 very ruch hisher. Terious vary from
five years to tvemty resrss Thig eponds on the arount which a customor
i willirs to pay ;er iz-tulment and the emouat ke has already paid in
the form of drpositas o ' : 7 |

“fhe de:oeitn resuired vary 12 as 1oy as 10% of the appraiscd
value or the 043t «f tlie Bouse ‘0 g3, It i a practice that lovgr-
price houser y-=t=e Yooy denosits than hi-her-price wnita. It is due
to the fatt oou voae s oing ex;wnodve Luuonn hould have a greater '
equity in thea, to jrovunt dofeulls ard 1o cascs of repossessicn and
rosale, the {inance co;aly vould not be as vorse off if tho deposit~
payment had teon lunse

| ” ;§ -
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