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Survey of Finance Companies, 2000

Kavem E. Dymam, Katthbern W. Jolimsow, and Sam-
uel M. Stowiirsiij, of the Boandlss Divisiom of Reseancth
and Statistinss, prepawed! this article with dmassistance
ffimm Greg D. Grothe and Hané Leddon.

Finance companies are important providers of credit
to households and businesses. For households, they
originate loans and leases to finance the purchase of
consumer goods such as automobiles, furniture, and
household appliances; they also extend personal cash
loans and loans secured by junior liens on real estate,
stueh as home equity loans. For businesses, they
supply sheri- and intermediate-term credit (includ-
ing leases) for sueh purpeses as the purchase ef
equipment and meter vehieles and the finansing ef
inventories.

With roughly $1 trillion in fiimancial assets as of
mid-2000, the finance company sector occupies an
intermediate position among the sectors that typically
lend to households and businesses: In terms of assets,
it is morfe than twice as large as the credit union
sector, about the same size as the thrift sector, but
only abeut one-fifth as large as the commereial bank-
Ing seetor: The appreximately 1,000 companies that
fmake up the seeter (down frem abeut 1,200 in 1996)
range in size frem very small te very large and
inelude the “eaptive™ subsidiary finanee companies
of meier vehiele Manufacturers. The esmpanies tend
te Be diversified, Wiﬁ_i mere than 90 pereent of the
§6616F'S assels a8 Bf_ﬁllEl:%@@@ feld By cempanies that
did net esneentraie M éﬁg 8he type B_f feeewabl%-. The
larger ﬁﬂﬁé 4te mere 11_ gly 18 Be diversified; of the
small firms that speeialize, most focys 8n sher:- and
IRtermediate-term Business receivables. The Seeier Is

Hite concenirated. and Ras Begn for same Hme, with
the hventy 1argest companies acceynting for mare
than fwe-thirds of (aial facelvables (e BBx ~IndHs:
tY EORCERLARIGT):

The Federal Reserve System has surveyed the
assets and liabilities of fimance companies at roughly
five-yesir intervals since 1955. The surveys provide

1. For this article, finance companies are defined as financial
institutions—other than commeicial banks, credit unions, savings and
loan associations, cooperative banks, or savings banks—the majority
of whose assets are in one or more of the types of accounts receivable
described above. (An “accounmt receivable,” sometimes referred to
as simply a receivable, is a balance due from a debtor on a current
account.)[endofnote.]

benchmarks for the System’s monthly report on the
outstanding accounts receivable of fiimance compa-
nies and provide a comprehensive update on these
companies’ sources of funds. This information in
turn becomes an important input to the estimates of
total consumer credit and the U.S. flow of funds
accounts produced at the Federal Reserve Beard.
Summarized in this artiele are the results ef the mest
reeent survey, whieh eellected finanee company
balanee sheet infermatien as ef June 30, 2000.
(Details en sampling preeedures are given in appen:
dix A, and eemplete balanee sheet daia are provided
in table B.1.)

FINANCE COMPANY FECHINVABLES.

The total value of receivables owned or securitized
by finance companies increased nearly 50 percent
between 1996 and 2000, or approximately 11 per-
cent a year on average (table 1). The gain occurred
against a backdrop of brisk economic expansion,
with nominal gross domestic product increasing at
an average annual rate of about 6 percent over the
period. Business lending remained the largest major
line of activity, accounting for just under half of all
receivables. There was apparently some shift between
the other twe major lines of activity, however. The
share of total receivables accounted for by consumer
lending and leasing declined 2 percentage peints (i6
39 percent); that deeline was matehed By a compa-
fable fise in the share aeeeunted for By real estate
leang (te 17 pereent). With mest real estale resgiv-
ables at finance eempanies being heme equity 18ans,
thig §Hif_¥ Mmay indicaie that HBH§_%BB!@§ Rave BS_@H
§H’8§H¥HHB%_ lower-est; ESH@EEY_%H%%@ heme sguity
leans fer ngﬂ'-%%%_; HResllateralized eonsumer 19ans
as & seuree 8f eredit:

Finance companies sometimes securitize their
loans by pooling them and selling them to a
bankruptcy-remote entity, which then sells securities
backed by the revenue stream generated by the
loans™ A securitized loan is removed from the

2. Unless otherwise noted, all statistics cited are as of June 30 of
the year indicated.[endofnote.]
3. A “bankruptcy-remote” entity is one whose assets will not enter

[note:

[note:

receivership if the originating fiinance company declares bankruptcy.[endofnote.]
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Industry Cidregentimagiafbbox:]Industry Concentration.

Overall, concentration in the fiinance company industry
was about unchanged between the 1996 and 2000 sur-
veys, marking a break in the steady trend toward consoli-
dation seen in earlier surveys. Total receivables at the
twenty largest firms (based on total net assets) repre-
sented 69 percent of total industey receivables in mid-
2000, compared with 70 pereent in mid-1996 (table).

Owmned business receivables became markedly less
concentrated, with the twenty largest firms accounting for
11 percentage points less of all such receivables in 2000
than they had four years earlier. The underlying data
suggest that the shift in owned business receivables
toward smaller firms was attributable primarily to a siz-
able decline in the concentration of business (mem-motor
vehicle) equipment receivables. As smaller companies
are less likely than large ones to identify themselves as
diversified, the decllne in the cenceattatien of ewned
business equipment receivables may suggest that speeial=
izatien has beesme an inereasingly efficient way of pre-
viding funds fer this type of investment.

The other major components of ffinance company
receivables became more concentrated between 1996 and
2000. The shares of owned consumer and real estate
receivables accounted for by the twenty largest fiinms
moved up 3 percentage points and 4 percentage points,
respectively. The coneentration of securitized receivables
rose sharply, with the share of the twenty largest ffiiis
12 percentage points higher in 2000 than in 1996. The
concentration of securitized receivables also rose impres-
sively between the 1990 and 1996 surveys. The upward
trend suggests that the relative attractiveness of the prod-
ucts of the larger securitization programs has risen over
time, possibly because investors have ifncreasingly associ-
ated these more-established programs with lower risk.

Total receivables at fiinance companies, by category,
June 30, 1996 and 2000

Billions of dollars except as noted

¥ p:@nmanien-o %f@%ﬁt
Twelmlylargestﬁw;#%%gﬁgﬁagggmmalnefass p ’

finance company

All finance receShhteofall
Category companies: Amo“gﬁance qum
recaivables
(petcent):
1996 2000 1996 2000 1996 2000
Total 749.1 1,119.6 5249 7703 70.1 68.8
Owned 626.7 9215 4591 6399 733 69.4
Business 305.7 441.9 1945 2320 63.6 52.5
Consumer 240.6 321.8 2035 2818 84.6 87.6
Real estate 80.4 157.7 611 1264 76.0 79.9
Securitized 122.4 1981 658 1304 538 65.8
Miswio
Total net assets 8154 12590 6159 9625 75.5 76.4
[end of box.]

1. ToTdbtedeivabeal akfriznbéescah finnese oy rop@iesy,by category,

June 30, 1996 and 2000

Ampunt Grawth, Sh ftotal

(billions 1996142000 ?rmegt;‘_

Category of dillars): (petcent): percent):

Cumu- Average

1996 2000 lative  annual 1996 2000
Total 749.1 1,119.6 495 10.6 100.0  100.0
Owned 626.7 9215 470 101 83.7 82.3
Securitized 122.4 1981 619 12.8 16.3 17.7
Business 341.3 502.5 472 10.2 45.6 44.9
Owned 305.7 4419 445 9.6 40.8 395
Securitized 35.6 60.6 70.2 14.2 4.8 5.4
Consumer 303.9 431.8 421 9.2 40.6 38.6
Owned 240.6 321.8 338 75 321 28.7
Securitized 63.3 1100 736 14.8 8.5 9.8
Real estate 103.8 1853 785 15.6 13.9 16.6
Owned 80.4 157.7 96.3 184 10.7 141
Securitized 23.5 275 174 41 31 2.5

NOTE. In this and subsequent tables, details may not sum to totals, and
calculations may not yield the perc showm, b of rounding.

finance company's balance sheet, although the com-
pany typically continues to collect the service pay-
ment and would bear the cost of a default.
After rising rapidly in the early 1990s, when securi-
tization was a relatively new practice, the propor-
tion of finance company loans that was securitized
increased only moderately in the late 1990s, from
16 percent in 1996 to 18 percent in 2000,

Busiiwsss Reczimatilbs,

Finance companies owned or had securitized
$503 billion in business receivables as of June 30,
2000, accounting for roughly 8 percent of total non-
financiall business credit and close to 22 percent of
short- and intermediate-tefin business credit (table 2).
Between 1996 and 2000, finance company business
receivables increased at an average anfual rate of

_ approximately. majehing,.ihe rates of
eﬁk@gﬁh of alternative sotrees of shori-term business
finabied-sush as bank leans, and lenger-term instry-
ments, sueh as eorperate bends and merigages. As a
result, finanee eempanies maintained their share ef
the market for nenfinancial Business eredit ever the
{ntrasurvey perisd:

Finance companies appear to be an important
source of funds for small businesses—firms with

4. In most securitization deals, finance companies retain the
“excess spread”—the difference between the yield on the loans and
such expenses as the investor coupon, servicing fee, and losses associ-
ated with defaults. As a result, they typically retain the credit risk of
securitized postfolios.[endofnote.]

Amount

(billions 1996 t

of dollars):

[nc
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Amount s Of(glgtl)l\?vrﬁ)lf,,l‘l%mZOOO Share of category (;errceectf)calegorghareoftotal
(billionsotdollars): (petcent): (percent): (percent):
Instrument
1996 2000 Cumulative | AVverage 1996 2000 1996 2000
annual

All credit market instruments 4,276.2 6,337.4 48.2 10.3 100.0 100.0 100.0 100.0
Short- and intermediate-term instruments 1,598.8 2,333.2 459 2.9 100.0 100.0 374 36.8
Bank loans n.e.c(notelsewhereclassified). . . ... .. 835.0 1,235.5 48.0 10.3 52.2 53.0 195 195
Other loans and advances 582.0 800.8 37.6 8.3 36.4 343 13.6 12.6
Finance company receivables 341.3 502.5 47.2 10.2 21.3 21.5 8.0 7.9
Commencial paper 181.7 296.8 63.3 13.1 114 12.7 4.2 4.7
Long-term imstruments 2,677.4 4,004.3 49.6 10.6 100.0 100.0 62.6 63.2
Corporate bonds 1,405.0 2,144.5 52.6 112 52.5 53.6 32.9 33.8
Mortgages 1,135.3 1,706.4 50.3 10.7 42.4 42.6 26.6 26.9
Mumicipal securities 1371 153.4 11.9 2.8 51 3.8 3.2 2.4

fewer than 500 employees. In 1998, about 14 percent
of all small businesses, and roughly 30 percent of
small businesses with more than 100 employees or
annual sales totaling more than $10 million, used
finance companies for loans, leases, and fiimancial
management. Small businesses used finance compa-
nies mainly for motor vehicle loans and capital
leases, areas in whieh finanee conpanies specialize.
Small businesses were enly slightly less likely te tse
a finanee eempany than a eéemimersial bank te finanee
their meter vehiele purchases and were egually likely
te use a finanee eempany of a semmereial bank for
their eapital leases.

Although the overall importance of finance com-
panies in the business credit market apparently
remained stable between 1996 and 2000, there were
a few shifts in the composition of fiitance company
business lending. These shifts included movements
from owned toward securitized equipment loans,
from business financing for investment in equipment
and motor vehicles toward other types of business
finanee, and frem loans te purchase business meter
vehieles teward leases.

Equipment Fimence

Loans and leases for business equipment (other than
metef vehieles) a@@@uﬁted for clese to 60 percent of

%f?ﬁjﬁngfﬂg %?ﬁ%gkﬁ%% fseewﬁagrlesg I 300

Hi@sifcRhdn uf@msmcgm&ueﬂlﬂeeemﬁw&:
aircraft, and computers and other office machines.

5. Marianne P. Bitler, Alicia M. Robb, and John D. Wolken,
“Financial Services Used by Small Businesses: Evidence from the
1998 Survey of Small Business Finances,” Fedézah! Resssvee Biullatin,
vol. 87 (April 2001), pp. 183-205.[endofnote.]

Although the growth of equipment loans and leases
tends to be correlated with the growth of business
investment in equipment, finance company equip-
ment loans and leases expanded at an average annual
rate of 9 percent between 1996 and 2000, somewhat
less than the 11 percent average annual increase in
investment in business equipment and sofiware
(exeluding moter vehicles) over the peried. For com-
parisen, ecemmereial paper and eemmercial and
industrial leans extended by ecemmercial banks—
other seurees ef sheft- and intermediate-term busi-
ness debt that may be used to finanee egquipment
investment—rese at average annual rates ef 13 per-
eent and 12 pereent, regpeetively, ever the peried:

Equipment leases, which account for the liom's
share of equipment receivables at fimance companies,
increased at an average annual rate of about 9 percent
between 1996 and 2000, Despite the considerable
size of their equipment lease portfolios, fiimance com-
panies as a whole generally keep these receivables on
their balance sheets rather than securitize them.
Indeed, only about 3 percent of equipment leases
were in securitized pools in 2000. Nonetheless, some
small finance companies securitize a large portion of
their equipment lease porifolios.

Overall, equipment loans rose at an average annual
rate of 8 percent between surveys. Although securi-
tized equipment loans increased much faster (34 per-
cent annually), they continue to account for only a
small share of total equipment receivables—abotit
6 percent in 2000,

6. Most equipment and business motor vehicle leases exfatded by
finanmee companies are capital leases. Most capital leases are quite long
relative to the useful life of the leased item, and although the ffirance
company retains the title to the item during the leasing period, lease
payments are generally applied toward its eventual purchase. In this

way, leases are similar to equipment and business motor vehicle loans.[endofnote.]

Share of total
(percent):

Grov
(perc
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Amount Amount G?ém,i&%&%égw(peme 1): Share of category (Sh;,rcﬁ{?%%eﬂg{gl
Cater (billionsotdollars): it (petcent): ’ (percent): P percent):
ategory {6 FeoHars):
1996 2000 Cumulative ‘z‘r’lir:ie 1996 2000 1996 2000
2000
Total 341.3 502.5 47.2 10.2 100.0 100.0 100.0 100.0
Equipment 205.0 289.9 41.4 91 100.0 100.0 60.1 57.7
Leases 141.9 203.4 43.3 9.4 69.2 70.1 41.6 40.5
Owned 137.9 196.9 42.8 9.3 67.3 67.9 40.4 39.2
Securitized 41 6.4 58.0 121 2.0 2.2 1.2 13
Loans 63.0 86.6 373 8.3 30.8 29.9 185 17.2
Owned 58.2 70.7 21.6 5.0 28.4 24.4 17.0 141
Securitized 4.9 15.8 225.0 343 2.4 55 14 31
Miotor vehicle 89.2 105.9 18.8 4.4 100.0 100.0 26.1 211
Wholesale loans 54.5 65.0 19.2 45 61.1 61.3 16.0 12.9
Owned 323 385 19.3 4.5 36.2 36.4 9.5 77
Securitized 22.2 26.4 19.0 4.5 24.9 25.0 6.5 5.3
Retail 347 41.0 18.1 4.3 38.9 38.7 10.2 8.2
Loans 26.9 22.8 -1%.2 4.0 30.2 215 7.9 4.5
Owned 25.0 19.9 -20.4 5.5 28.1 18.8 7.3 4.0
Securitized 19 2.9 53.8 11.4 21 2.7 .6 6
Leases 7.8 18.2 133.7 236 8.7 171 2.3 36
Owned 7.8 15.8 1031 19.9a 8.7 14.9 2.3 31
Securitized 2.4 2.2 5
Other 471 106.6 126.4 22.7 100.0 100.0 13.8 21.2
Owned 44.6 100.0 124.2 22.4 94.7 93.8 131 19.9
Securitized 2.5 6.6 164.9 276 5.3 6.2 7 13

Wholesale Motor Vehicle Fimames:

Wholesale motor vehicle loans, which are supplied
mainly by the captive subsidiary finance companies
of motor vehicle manufacturers, are typically used
by automobile dealers to finance their inveniories
(an activity known as filsor-planning). Receivables
at finance companies from this activity increased
roughly 5 percent a year between surveys, to $65 bil-
len in 2000. As a propertion of total business receliv=
ables, hewever, whelesale meter vehicle leans fell
frem 16 pereent t6 13 percent. Abeut 40 pereent 6f
whelesale autemebile leans were sesuritized, almest
exelusively By the eaptive finansing arms ef the Big
Three autemakers (Chrysler Finaneial Cerperation.
Ferd Meier Eredit, and General Meiers Aceeptancs
€arperation).

The growth between 1996 and 2000 of wholesale
motor vehicle loans extended by finance companies
tracked the growth of inventories at automobile
dealers quite closely (chart 1). The rates of growth
remained stable until mid-1998, when automobile
sales surged. At that time, dealers increased their
inventories sharply in order to keep their days’ sup-
ply of vehieles roughly censtant, and they stepped up
their berrowing te finanee the increase.

Business Retail Motor Vehicle Fimamoe

Finance companies also provide credit for the retail
sale to businesses of passenger cars and commercial

vehicles such as trucks, buses, taxicabs, and truck
trailers. Between 1996 and 2000, retail motor vehicle
receivables at finance companies increased an aver-
age of 4 percent annually, generally mirroring the
expansion of business investment in automobiles and
trucks. There has been a clear trend in business retail
meter vehiele financing toward leasing. The business
retail metor vehiele lease pertfolios ef finance com-
panies expanded an average ef almest 24 pereent
annyally between surveys, and in 2000 leases
aceeunted for just under half ef all Business retail
meter vehiele finaneing By finanee sempanies. In
e6nirast, finance sompanies’ reiail meter vehiele lean
EBFHB119§ declined an average ef 4 pereent a year
BIWERH SHFVeYs:

Share of total
(percent):

ChartMholevilel esetermvetucleckeiedanlg i finbycéinantgp axuemanies,

1996-2000

NOTE. The data on inventories are from the U.S. Census Bureau.



Other Business Receiwatblks

“Other business receivables” include commercial
accounts receivable, factored commercial accounts,
floorplam loans to dealers in non-automotive goods,
and small cash loans to businesses and farms.
Financing in this category rose rapidly between 1996
and 2000, increasing from about 14 percent of total
business receivables at finance companies to roughly
21 percent. However, little quantitative information
is available to determine which types of business
receivables accounted for the gain.

Corsumaer Receimalb ks,

The consumer segment of finance company activity
expanded at a robust 9 percent annual pace between
surveys, with receivables (including securitized
loans and leases) reaching $432 billion by mid-2000
(table 4). At that time, finance company consumer
receivables excluding motor vehicle leases accounted
for just over 20 percent of total consumer debt.

Finance company consumer receivables increased
mainly on the strength of motor vehicle loans.
Revolving credit (primarily credit card balances)
posted a moderate gain and maintained a fairly small
share of overall finance company activity. * Ofher™
consumer loans—a diverse mix of other types of
nen-mertgage consumer loans—changed little on net
in the late 1990s, and as a result, the importanee to
finanee eompanies of this categery of eonsumer leans
eentinued te diminish.

7. A factored commercial account is an account that [lms been
purchased by a fiivanciahl institution, such as a ffivanee compeany. The
purchaser assumes the credit risk of: nonpaymemt [endofnote.]

Consumer Motor Vehicle Fimanmee:

Financing of consumer motor vehicles by fiimance
companies increased at an average annual rate of
12 percent between 1996 and 2000, reaching a level
of $338 billion, Most of the gain was due to growth
in loans. Grewth in receivables associated with leases
slowed considerably from the rate of growth between
1990 and 1996. As a result of the slew grewth
of leases relative te the growth of leans, leases
aceouited for O pereentage peints less of consumer
meter vehiele finanee in 2000 than in 1996.

This shift away from leases partly reversed a
25 percentage point rise between 1990 and 1996 in
the proportion of consumer motor vehicle fimance
accounted for by leases. The fourfold increase in car
and truck leasing underlying the earlier gain was
due largely to aggressive promotion of meter vehicle
leases to households by the ecaptive subsidiaries
of moter vehicle manufacturers. These subsidiaries,
whieh aceeunt for the bulk ef finanee company €on-
stmer meter vehiele lending, have traditienally used
finaneiall ineentives and ether inAevatiens 6 inerease
demand for the preduets f their parent manufaetur-
grs. The develepment of the meter vehiele lease as a
eensumer preduet was eng sueh innevatien. Gener-
ally, eensymers became mere receptive {8 leasing as
& reslt of federal tax code revisions in the mid-1980s
that phased out the deductiBility of consHmer 19aA
{Rierest pavinents, thereBy raising the eost oF financ:
1ng vehiele purchases relative 8 lsasing: 1n addi-
1180, 1easing Wwas Berceived as 2 way 18 BeHer reach
W8 SPECIHE partians 8f the CoRSHISE {HQFKSIE: @H§
§8H;l8ﬂ Was HBHSERAMAS that wanted 8 HVE “Réw
HHEIF v

gHERHy By He dHfiSHes ass8siat
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Amount
(billionsotdollars):
Category

1996 2000
2000
Total 303.9 431.8
Motor vehicle 217.3 3376
Loans 123.0 220.6
Owned 86.3 1431
Securitized 36.7 774
Leases 94.3 117.0
Owned 86.7 109.1
Securitized 7.6 7.9
Revolving 29.7 37.8
Owned 29.7I. ibl 311
Securitized negligivle 6.6
Other 56.9 56.4
Owned 37.8 38.4

Securitized 19.1 18.0

Growth,1996t02000 (percent):

Growth, 1996§i:)l 2000 Share of ca[egorgharmshare of total

are of cate_gory (percent): ent):

(percent): (pexcent): (percent)

Cumulative ~ AVerage 1996 2000 1996 2000
annual

42.1 9.2 100.0 100.0 100.0 100.0
55.3 116 100.0 100.0 715 78.2
79.3 15.7 56.6 65.3 405 51.1
65.8 135 39.7 42.4 28.4 331
111.2 20.5 16.9 22.9 121 17.9
24.1 55 43.4 347 31.0 271
25.8 5.9 399 323 28.5 25.3
41 1.0 35 2.3 2.5 18
27.0 6.2 100.0 100.0 9.8 8.7
47 Lna M%gligible igg gégligible 71§
-8 -2 100.0 100.0 18.7 131
17 4 66.4 68.1 12.4 8.9
5.7 -1.5 336 31.9 6.3 4.2

i%l%g%?ééiﬁl&[gﬂ%é il e 0O 18 g e

Amount

(billions of dollar



with reselling them. The other portion was house-
holds that were unable to make regular payments on
vehicle loans but could afford the smaller payments
typically associated with leasing.

According to industry analysts, the shift away from
leasing in recent years has occurred because con-
sumer auto leasing has turned out to be less profitable
for finance companies than anticipated. A softer-than-
expected used car market depressed the actual value
of many vehicles at the end of the lease period
relative to the “residual value” stated in the leasing
agreement. The losses assoclated with these weak
used ear priees were exacerbated by larger-than-
expeeted turi=A raties (the frastien ef heusehelds net
exereising their eptien te purehase the leased vehi-
ele), whieh left finanee eempanies with large Aum-
Bers of previeusly leased veieles te sell. Beth the
weakness in ysed ear priees and the Righ #rA-iA
Fatieg appear 18 Be &t least parily related {8 the
felatively rapid rate of mede! develepment and the
small priee inereases that characterized e new car
fmarket 1 the second half of the 1996s:

One pattern in consumer motor vehicle finance that
has not changed since the early 1990s is the trend
toward securitization. The value of securitized motor
vehicle loans at finance companies rose at an average
annual rate of 21 percent between 1996 and 2000.
In 2000, securitized loans aned leases represented
just over 25 percent of finance cofpany consumer
metor vehicle receivables, up from roughly 20 per-
eent 1N 1996 and abeut LS pereent in 1990. The
6aptive finanee cempanies, whieh aseeuft for a siz-
able pertien of eutstanding sesuritized meter vehiele
reeeivables, eentinued te Rave reliable aseess i6 the
secHritizatien market tireugh 2000 Beeatse they deal
mainly with higher quality 1eans:

Revolving Chedlit

Finance company revolving credit—mostly credit
card receivables—rose from $30 billion to $38 bil-
lion between 1996 and 2000, or about 6 percent a
year on average. Most of the increase was due to
an increase in loans in securitized pools. Investor
demand for this type of asset remained strong through
the late 1990s, as the economic expansion resulted in
continued gains in credit quality.

8. The 1996 data for revolving and “other” consumer receivables
in table 4 are lower than those cited in James D. August, Michael R.
Grupe, Charles Luckett, and Samuel M. Slowinski, “Survey of
Finance Companies, 1996, Fedéeah! Reseevee Bullétiin, vol. 83 (July
1997), pp. 543-56. After publication ofithat article, the receivables ofi
several commercial bank subsidiaries that had been included in the
totals reported by some fimance companies were removed from the
various series.[endofnote.]

The pace of growth of finance company revolving
credit (owned or securitized) was similar to that
for such loans from all sources. As a result, fiinance
companies continued to account for a fairly small
share of the consumer revolving credit market, about
6 percent of total revolving credit outstanding.

Other Consumer Receivaiblks

Finance company consumer receivables aside from
the motor vehicle and revolving credit categories
were little changed between 1996 and 2000. The
largest component of the “other™ category most
likely is personal cash loans. Another important
component is sales finance contracts—loans typically
originated by retail stores to finance the purchase of
such items as furniture or appliances and often sold
to finance companies. A third component is mobile
home loans (these loans constitute the collateral
behind most of the securitized loans in the *other™
categoty).

The lackluster performance of fimance companies
in the “other™ category between 1996 and 2000
continued a trend seen in the early 1990s, when
growth in the category also lagged growth in the
other categories of consumer receivables, albeit to a
lesser extent. The deglining imperiance of “other™
leans is probably related to the growing role of credit
cards. In particular, revelving eredit has beconie mere
avallable t6 censumers whe fermerly had te rely en
nen-revelving finanee eenipany eredit: During the
1990s, banks en balanee meved teward riskier hetse-
Relds in their marketing of eredit eards, and sev-
gral large finanee eempanies established eredit sard
8peratiens:

Real/ Estarée Recrivatilbs,

Real estate lending by finance companies increased at
an average annual rate of close to 16 percent between
1996 and 2000 (table 5). Despite this impressive pace
of expansion, finance companies continued to accotint
for a very small share of total residential and com-
mercial mortgage lending. In mid-2000, outstanding

9. Simoteyed companies were first asked about loans for the pur-
chase of motor vehicles, revolving lines ofi credit, and loans secured
by real estate. Then they were asked about loans and other types of
credit extended to households that did net fall into those three cate-
gories; these remaining receivables make up the “other” category.
Companmies were not asked to report any detail for ‘‘other™ con-
sumer receivables, see appendix B for more information about the
category.[endofnote.]

[note:

8l The 1
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Amount

96 to 2000
é?m,ﬁgemzooo (percent): Share of: category

Share of categorghareo ftotal

(percent): (percent):

(billionsotdollars): (petcent): (percent): (pexcent):
Category (billions of dollars):
1996 2000 Cumufative ~ AVeTage 1996 2000 1996 2000
2000 annual

Total 103.8 185.3 78.5 15.6 100.0 100.0 100.0 100.0
One- to four-family 70.7 146.8 107.6 20.0 100.0 100.0 68.1 79.2
Owned 47.3 119.4 152.6 26.1 66.8 81.4 455 64.4
Securitized 23.4 27.4 16.7 3.9 332 18.6 22.6 148
Commerciial 331 385 16.4 3.9 100.0 100.0 319 20.8
Owned 331 384 15.9 3.9a 100.0 99.5 31.9I. ibl 20.7
Securitized 2 5 negligivle 1

NoTE. Commencial includes multifamily and farm.

finance company loans totaled $185 billion, less than
3 percent of the overall mortgage market.

Loans to individual homeowners secured by one-
to four-family homes are by far the largest compo-
nent of fimance company real estate receivables, and
they accounted for the bulk of the growth between
1996 and 2000. Such loans rose at a vigorous average
annual rate of 20 percent over the peried, reaching
$147 billien. Mest ef the additienal lending was
retained en the balanee sheets of finance companies;
securitized leans In this eategery rese mueh less
rapidly than total leans. Cemmercial mertgages,
ineluding mertgages en farm and multifamily prep-
griies, expanded an average ef 4 pereent a year
Between 1996 and 2000. As of mid-2000, they repre-
sented just under 21 pereent of real estate lending By
ggg%%% cempanies, dewn frem a 32 percent share in

Almost all fimance company real estate loans to
individuals are home equity loans rather than loans to
purchase homes. As a result, fiimance companies
represent a larger share of the market for home equity
loans than they do of the broader mortgage market.
Total home equity lending is estimated to have been a
little more than $500 billion in mid-2000. The largest
source of this credit was commetcial banks, which
held more than one-third of the total. Finance compa-
files are estimated to have held abeut 20 pereent of
the total, up from reughly LS pereent in mid-1996.

Data on finance company real estate loans to indi-
viduals before 1996 are not available. Howewver, the

10. The figures for finance company real estate receivables (indeed,
all figures for fiinance companies) do not include data for mortgage
banking companies. These specialized home mortgage lenders, which
act primarily as mortgage originators and finance their lending activi-
ties almost exclusively through securitization, are not covered by the
finaitaee company sutvey.[endofnote.]

sharp upward trend in the late 1990s mirrors a rapid
growth of total home equity lending that began in the
middle of the decade. The increase in home equity
lending was probably due at least partly to ongoing
increases in households” use of this type of credit
to consolidate their debt. The presence of collateral
for these loans generally helds the interest rates
belew rates for mest eredit eards. Furthex, the repay-
et peried en a heme eauity 1ean is typieally lenger
than the implieit repayment peried for eredit eard
berrewing. As a fesult, berrowers whe use heme
equity 1eans te pay dewn their eredit eard balanees
ean substantially reduee their menthly payments.
Another advantage ef heme equity leans ever eredit
card berrawing 18 that interest pald en heme &gui
laans is deductible for taxpayers who ifemize she
EXpehses:

FINANCE, COMPANY EUNDING SSOURTES,

Finance company funding sources remained rela-
tively stable between 1996 and 2000. The companies
continued to operate from a narrow equity base.
Capital, surplus, and undivided profits as a proportion
of total assets was unchanged at about 11 percent
(table 6). The meost impertant source of funds,
aceceunting for mere than ene-third ef finanee com-
pany funding, remained corperate bends, the primary
componeat of “debt net elsewhere classified.”
Finanee eempanies’ relianee en cemmereial paper
eentinued te desline, falling 3 percentage peints, 6
18 percent. Bank betrewing and “ether” unspesi:

Uf9d, seurees continued 8 fund abeut 2 percent Hh e foures for finence:

20 pereent of assels, respeetively. Debt due 18 a parent
eempany Fese at an average anAual rate of 14 persent
Between 1556 and 2000, reaching 8 percent of iotal

Share of total

duRding: As mentiened earlier, finANCE SOMPaARIBSAInough the survey d
{ncreased their securitization activity rapidly Between
(1990 and 1996; however. e rowth 8F SECHFifZREPerore the 1996 surve
pagls Beftwesn 1996 and 200H about equaled the

11. Although the survey does not ask for details about real estate
loans, this is generally believed to be the case.[endofnote.]

12. Before the 1996 survey, finance companies were not asked to
disaggregate their real estate receivables into their home mortgage and
commercial components.[endofnote.]
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Ouitstadiding
Source (billionsofdfiittlfdo) 1ars)
1996 2000
Liabilities 725.7 1,113.4
Bank loans 17.7 32.8
Commercial paper 169.6 224.3

Debt due to parent 56.3 95.1

Debt not elsewhere classified 319.0 483.7

Other 163.2 2775

Capital, surplus, and undivided profits 89.7 145.7

Total 815.4 1,259.0
Mo :

Securitized receivables 122.4 198.1

MEMO:Total managednegets assets 937.8 1,457.1

growth of other forms of fiimancing, and securitized
assets remained at about 13 percent of total managed
assets in 2000.

DENHIOFMEANESS SINCE THE JUNE 2000
BENCHMARK SYTRVEY.

Information on the pattern of finance company activ-
ity since the June 2000 benchmark survey is avail-
able from the Federal Reserve System's monthly
survey of fiinance companies. Over the fiifiicen
months between the end of June 2000 and the end
of September 2001, finance company receivables,
adjusted to remove normal seasonal patterns, grew
at an average annual rate of close to 9 percent. This
pace was slightly less rapid than the trend over the
preceding four years. However, the gains were not
spread evenly over the pest-benchmaik peried. In
patticular, the general weakening of macroeconemie
aetlvity sinee late 2000 shewed threugh te everall
finance eempany lending, and the rate ef growth ef
total reeeivables trended dewn steadily (shatt 2).

The slowing of overall finance company lending
was due primarily to a sharp deceleration in fiinance
company business receivables that began in the sec-
ond half of 2000. The rate of growth of real estate
and consumer receivables moved down much less
dramatically. In general, the demand for both home
equity loans and consumer loans most likely was
buoyed by some households’ efforts to sustain the
rate of growth of their consumption in the face of
what they perceived as a temporary slowing of

Growth, 19996 to 2000  Sh: f total
Growiihn,19996t02000 (p:ec:\(l:vent)‘ Oggarmt areegt)zo .
(pecent): ’ ent):

Cumulative Average annual 1996 2000
53.4 11.3 89.0 88.4
85.7 16.7 2.2 2.6
323 7.2 20.8 17.8
68.9 14.0 6.9 7.6
51.6 11.0 391 384
701 14.2 20.0 22.0
62.4 12.9 11.0 11.6
54.4 11.5 100.0 100.0
61.9 12.8 13.1 13.6
55.4 11.6 100.0 100.0

income and employment growth. Some category-
specific factors probably also came into play. Home
equity lending likely was boosted by the combination
of low mortgage rates and relatively rapid apprecia-
tion of house prices. Generous incentives offered by
the captive finance company subsidiaries of motor
vehicle manufacturers helped maintain solid growth
in consumer motor vehiele reeceivables. Finally,
eonsumer reeeivables were beested in late 2000
when a majer finanee company abserbed the sesufi:
H%@_d_ reeeivables of ene ef it nen-finanee sompany
affiliates.

15. This transfer of assets explains some, but not all, of the increase
in the rate of growth of fiinance company consumer receivables in late
2000. Without the transfer, the twelve-momth change in the consumer
component would have been a little more than 1 percentage point
lower beginning in the fourth quarter of 2000, and the twelve-month
change in total receivables would have been roughly 1/2 percentage
point lower. Note that estimates of consumer lending from all sources
were unaffected by this event because the increase in securitized loans
held by fiinance companies was offset by a decline in securitized loans
held elsewhere.[endofnote ]

EhartGrow@r el thnefidinaoca pany peogi vigbkivables,
June 2000-Septemibber 2001

13. Total managed assets dqotd: the sum of total3ssEttaind aeagrd- assets equal the sum of total assets and securi-

tized receivables.[endofnote.]

14. Among other differencdnpthe sample for theldohthlyngnothgrigifferences, the sample for the monthly survey is

smaller than that for the benchmark survey; thus, the fiigures are
subject to greater measurement and sampling error.[endofnote.]

[note:



HPPENDUX A: SAMPLING PROCEDURES

As a first step in establishing a population for the
2000 benchmark survey, pre-survey questionnaires
were mailed to 2,589 companies that were identified
from the mailing list for the 1996 survey and from
other sources. Data were collected on the size of the
company, its primary type of activity or specialty, and
the classification of its parent, if any. Companies that
respended to the guestionnaire with infermatien
shewing that they had gone eut ef business, had been
seld te anether firm, were net a finanee company, 6f
were a subsidiary ef anether finanee esmpany were
exeluded frem the pepulaiien (table A.1).

Follow-up investigations of companies that did not
return the pre-survey questionnaire or whose ques-
tionnaires were returned by the Postal Service as
undeliverable (“postal returns’’) were conducted to
estimate the number of additional companies that
belonged in the population. Investigations of a strati-
fied random sample of 240 companies drawn from
the 860 nonresponding companies yielded 78 eligible
eefnpanies. Projeeting this result en the basis of size
and speeialty class added 280 sompanies to the pepu-
latien. Similadly, investigations of a stratified randem
sample of 50 esmpanies drawn frem the 573 pesial
Feturns yielded S eligile esmpanies, adding 57 com-
panies ie the pepulation. €embining these &stimates
with the usable respenses ie the pre-survey ges-
tiennaire, e pepulation of finanee cempanies oA
June 36, 2600, was initially sstimaied &t L.012.

The sample for the 2000 benchmark survey con-
sisted of two groups: the 58 finance companies sur-
veyed monthly for the Domestic Finance Company
Report (FR 2248) and a stratified random sample of
542 additional companies from the sampling frame.
All 58 monthly reporiers responded. A tetal of 121
of the 542 sampled cempanies provided usable
respenses. The responses of anether 28 ef the 542
sampled eempanies indieated that they ne lenger fit
the definitien of “finanee eempany™ of had net fit the

Aalile ARespoRespdnspseteupr@ssuqueytiquasiiennaire

. - Percent of

Disposition Number total mailed
Total mailed 2,589 100.0
Not returned 860 33.2
Returned 1,729 66.8
Usable 675 26.1
Not usable 1,054 40.7
Postal return 573 22.1
Not a flinance company 164 6.3
Out of business 181 7.0
Finance company subsidiary 90 35
Bank subsidiary 26 1.0
Other 20 8

definition at the time of the questionnaire. These 28
companies were removed from the population, leav-
ing a final estimated population of 984 companies.

Estimates of the assets and liabilities of the flinance
company population were produced using the strati-
fied mean expansion estimator, where the strata were
based on both the size and the lending specialty of
the company. The estimator was defined as

where
Y = estimated national total

Y(h) = estimated aggregate total for stratum /4

N(h) = total number of companies in stratum 4

y(h) = sample aggregate total for companies in
stratum h

n(h) = number of sample companies in stratum /

HPPENDIX B: DEFIUNITIIONS OF BALANCE SHEET
ITEMS AND ADDITIONAML BALANCE SHEET DXMTA.

For purposes of this survey, a fiinance company
was defined as a company (excluding commercial
banks, credit unions, savings and loan associations,
cooperative banks, and savings banks) in which the
largest portion of the company’s assets was in one or
more of the following kinds of receivables:

» Sales finance receiveidlkss. Installment paper aris-
ing from retail sales of passenger cars and mobile
homes, other consumer goods, such as general mer-
chandise, apparel, furniture, and household appli-
ances, or from outlays for home-impiovement loans
net secured by real estate.

 Personal/ cash loans to individhatés and. ftamilies.
Unsecured cash loans (including loans to pay for
insurance policies) or cash loans secured by insiir-
ance policies, autos already paid for, or other
collateral.

o Shovt~ and interwediatéctéemn business reeesiv-
ables (includivge leases)). Loans on commercial
accounts receivable; inventory loans; factoring; lease
financiitg;; retail installment sales (or purchases) of
commexcial, industrial, and farm equipment and com-
meteial vehieles; and whelesale financing of con-
sumer and business goeds.

bi

bi

lit



 Junior: liens on real estate. Loans, whatever the
purpose, secured by junior liens (for example, equity
loans or second mortgages) on real estate as evi-
denced by jumior mortgages, deeds of trust, land
contracts, or other instruments.

Hesetr emss,

Receivables include direct loans and loans and paper
purchased from manufacturers and retailers before
deduction of capitalized unearned income and
reserves for losses.

1. Consumer Receitwathlks

A. Motor Vehicle Financing. Credit arising from
retail sales of passenger cars and other vehicles such
as vans and pickup trucks to consumers. It excludes
fleet sales, personal cash loans secured by automo-
biles already paid for, loans to finance the purchase of
commeteial vehicles and farm egquipment, and lease
financing.

B. Revolving Credit. Retail credit that is extended
on a credit-line basis and that arises from the sale of
consumer goods other than passenger cars and other
vehicles, A single contract governs multiple use of
the account, and purchases may be made with a credit
card. Generally, credit exiensions can be made at
the consumer’s discretion, provided that they de
fiet cause the eutstanding balanee of the aceount to
exceed a prearranged eredit hinit.

C. Other Consumer Receivables. All credit arising
from retail sales of non-motor vehicle consumer
goods that is not extended under a revolving credit
line. It includes financing of general merchandise,
apparel, furniture, and household appliances; camp-
ers, trailers, mobile homes, motorcycles, airplanes,
helicopters, and beats purchased for personal use;
loans for automobile repair; credit to finance alter=
atlens er improvements in existing residential preper=
ties eeeupied by the berrewer; sesufed and unsesured
leans made direstly te the berrewer fer heuseheld,
family, ef ether persenal expenses; and unsesured
leans e purehase auie insuranee pelicies as well as
leang sesured By insuranee pelieies, awfomepiles
already paid fer, and ether eellateral: 1t sxeludes
|eans foF Buginess purpeses; rediscaunted leans; 1oans
seeured By real estate, and whelesale and lease
financing.

2. Loans Secured by Real Estite

A. One- to Four-Family. Credit arising from revolv-
ing or permanent loans secured by real estate as
evidenced by mortgages (FHA, FmHA, VA, or con-
ventional) or other liens (first or junior) on nonfarm
property containing one te four dwelling units
(ineluding vaeation homes) or more than four dwell-
ing units if each is separated frem other units by
dividing walls that extend frem greund te reef (rew
heuses, tewnhoeuses, er the like); mebile hemes when
state laws define the purehase ef helding ef a mebile
hefie as the purehase of hielding ef real preperty and
where the lean te purehase the mebile heme is
seeured By that melile heme as evidenesd By a
merigage of ether instrument oA real property: indi-
vidual cendeminiym dwelling units and 16ans
seeyred By an Interest A individual cosperative Hiits;
gven If iR a Building with five or mare dwelling units:
vacant 18is 10 established singls-family Festdential
SECHONS 8F 1A areas set aside pHmanily for one- {8
four-Famity hames: and hoysekeaptng dwellings Wit
commerctal HRtR campined Wﬁ%&%ﬁﬁ% 13 ﬁﬂfﬂ&fﬁ
reslaential and Whets SRly SR&: I8 TQHF-FAMIlY qWEll:
1R HAIE arE JRVIVES:

B. Multifamily. Credit arising from permanent non-
farm residential loans secured by real estate as evi-
denced by mortgages (FHA or conventional) or other
liens on nonfarm properties with five or more dwell-
ing units in structures (including apartment buildings
and apartment hetels) used primarily to accommo-
date househelds en a mere of less permaneat basis;
heusekeeping dwellings of five of mere uinits with
eemmereial units cembined where use 1§ primarily
residential; eeeperative-type apartment buildings
eentaining five er mere dwelling units; and vasant
lets in established multifamily residential sestiens or
in areas set aside primarily fer multifamily residential
prepertes:

C. Commercial and Farm. Credit arising from loans
secured by real estate as evidenced by mortgages
or other liens on business and industrial properties,
hotels, motels, churches, hospitals, educational and
charitable institutions, dormitories, clubs, lodges,
association buildings, care facilities for aged persons
and orphans, golf courses, recreational facilities, and
similar properties. It includes all other nonresidential
loans secured by real estate as evidenced by mort-
gages or other liens. It also includes credit arising



from loans secured by farmland and improvements
thereon as evidenced by mortgages or other liens.
Earmland includes all land known to be used or
usable for agricultural purposes, such as crop and
livestock production, and grazing or pasture land,
whether tillable or not and whether wooded or not.

3. Business Receivvathlkes

A. Motor Vehicle Financing. Consists of retail cred-
its and wholesale credits.

(1) Retail (commercial vehicles). Credit arising
from retail sales of commercial land vehicles to busi-
ness. It includes trucks, buses, taxicabs, truck trailers,
and other on-the-road vehicles for which motor vehi-
cle licensing is required. It also includes fleet sales of
passenger cars, but excludes lease fimancing and
paper on business, industrial, or farm equipment.

(2) Wholesale. Credit arising from transactions
between manufacturers and dealers or other floor-
plan loans secured by passenger cars and commer-
cial land vehicles. It excludes paper secured by
mobile homes, passenger car trailers, boats, air-
planes, helicopters, and business, industrial, and farm
eguipment.

B. Business, Industrial, and Farm Equipment. Con-
sists of retail and wholesale credits and capital and
leveraged leases.

(1) Retail and wholesale fiinamcing. Credit arising
from the retail sale to business of (or for the purchase
of) business, industrial, and farm equipment. It
includes all off-the-road equipment for which motor
vehicle licensing is not required as well as airplanes,
helicopters, and beats purchased for business use.
Leans may be secured by chattel mertgages of €on-=
ditienal sales eentracts (purchased meney sesurity
agreements) on the maechinery or eguipment. It
exeludes leans t6 purchase eemmercial land vehieles
fer whieh meter vehiele lisensing is required and
leans sesured by real estate. 1t alse exeludes lease
finaneing. Whelesale finaneing is eredit §H§lﬁ% frem
{ransactions Beiween manufaciurers and dealere or
gther floer-plan leans seeHred By Business, industral,
and farm equipment: it includes 3l SFHHSFFBQQ
gquipment for which metor vehicle leensing Is net
fequired, sHeh as aifplanes; helicopiers, and Boats:

(2) Capital and leveraged leases. Lease receiv-
ables arising from the leasing of business, industrial,
and farm equipment. It includes lease financing of

all off-the-road equipment for which motor vehicle
licensing is not required and lease fimancing of air-
planes, helicopters, and boats leased for business use.
It excludes lease financing of airplanes, helicopters,
and boats leased for personal or family use (included
in asset item 3.C), and excludes operating leases
as defined by Financial Accounting Standards Board
Statement of Financial Accounting Standards 13
(SFAS 13).

C. Other Business Receivables (Excluding Operat-
ing Leases). All other wholesale fimancing not
reported in asset items 3.A.2 and 3.B.1 above, includ-
ing floor-plan transactions between manufacturers
and dealers for items suich as mobile homes, canpers,
and travel trailers. Includes all other business capi-
tal and leveraged lease receivables not reported in
asset items 3.B.2 above and net reperted in asset
items 4.A.2, belew, ineluding eredit arising frem the
leasing of mebile hemes, campers, and travel trailefs.
Exeludes operating leases as defined by SFAS 13 that
are ineluded in asset items 4.B and 5 belew. Insludes
Business eredit with eriginal maturities ef up 8
five years, ineluding 1eans seeured By commereial
aeeeunis reesivable lsss the balanees withneld fer
eustomers pending esllection of receivables; com-
mereial accounts receivable purchased from faciored
elisnts less any amount due and gpayahl% 18 faciered
elients; and secured and unseeured advanees of funds
t8 faciored clienis: 1t includes dealer 18ams, capital
18ans; small 19ans ysed prmartly for BUSIEss 8F farm
pHFpeses; multicatiateral 10ans: rediSeaunted Facely-
EBlSﬁ 8F Qiher Fnance cOmpanies 1658 Balances Wilh-
Flﬂ’_ ﬁﬂgﬁ all 8{9% Btl§l 638 I0AAS BQL Slsewnsre
gv% sIf&q: l Hd&s 18 388{{[’88 f f& F§E§§8
HAIER | HIteglatear 198
WRiEH aF

X

X
nciuge asnBalr,E OF a m
nclude S, pal - a_multl
€ Inc{u e§| assef |{ems g
€ IcCludcd 1 assct 1icms Z.

4. Motor Vehicle [Leasss

oan’;

Lease receivables arising from leasing of passenger
cars and commercial land vehicles, but excluding
leasing of mobile homes, campers, motor trailers,
boats, airplanes, helicopters, and business, industrial,
and farm equipment.

A. Capital and Leveraged Leases. Consists of con-
sumer and business leases.

(1) Consumer. Refer to credit on types of receiv-
ables covered by asset items 1A above.



(2) Business. Refer to credit on types of receiv-
ables covered by asset items 3.A.1 above.

B. Operating Leases (as defined by SEAS 13). Con-
sists of consumer and business leases.

(1) Consumer. Refer to credit on types of receiv-
ables covered by asset items 1.A above.

(2) Business. Refer to credit on types of receiv-
ables covered by asset items 3.A.1 above.

5. Non-Motor Vehicle Operating Leases

For business, industrial, and farm equipment, refer
to credit on types of receivables covered by asset
items 3.B.1 above. For all other equipment, refer
to credit on types of receivables covered by asset
items L.C and 3.C above. It includes all operating
leases as defined by SEAS 13 that are excluded from
the asset items above.

A. Consumer. Refer to credit on types of receivables
covered by asset items 1.C above.

B. Business. Refer to credit on types of receivables
covered by asset items 3.B.1 and 3.C above.

6. All Other Assets and
Accounts and Notes Receivatbike

All assets not already included above, including con-
solidated companies’ investments in nonconsolidated
foreign and domestic subsidiaries and affiliates.
Nonconsolidated subsidiary and affiliate company
claims on consolidated companies (except debt
due to parent) are netied against the consolidated
companies” investment. 1t excludes operating leases
reported as asset items 4.B and 5 abeve and exeludes
overdrafts.

7. Resamwes

A. Reserves for Unearned Income. Includes
unearned discounts and service charges on the above
receivables.

B. Reserves for Losses. Allowances for bad debts,
unallocated charge-offs, and any other valuation
allowances except the amount of unearned income
applicable to the receivables included above.

8. Total Assets, N&it

Sum of asset items LA through 6 minus asset
items 7.A and 7.B.

Sequritizetd Mesett emss

Securitized assets include receivables that have been
packaged and sold by the reporting finance company
to a trustee or other third party who uses the receiv-
ables package as collateral for an asset-backed secu-
rity that is sold to investors. These assets are no
longer on the balance sheet of the reporting flinance
company and thus are net included in the asset items.
Securitized assets consist of the total ameunt out-
standing, ineluding all reeeivables sestiritized in the
eurrent menth and in prier menths. They inelude
assets sueh as leases that were never en the cempany
Boeks, But whese sestritizations may be eeunied as a
managed asset, and exelude the ameunts of eutright
asset sales that have net been packaged e ssollateral-
128 an assei-backed seecurity. Sesurtized asseis are
feperied uging the same definitions used fer their
Hgé%%ﬂﬁﬁ%%ﬁ eeHRierparts 1R asset items 1 through S
488VYE:

Liathittises avidl Capited! \hemss
1. Bank Loens

Short- and long-term loans and notes payable to
banks. Includes overdrafts but excludes commercial
paper and bank portions of participation loans.

2. Commercial Paper:

Promissory notes of large denominations sold
directly or through dealers to investors and issued for
not longer than 270 days. It includes short-term or
demand “master’ notes and paper backed by letters
of credit or other guarantees, but excludes non-
negotiable promissory notes held by officers of the
firm, their families, and other individuals (which are
included in liabilities and capital item 4).

3. Debt Due to Paremit

For a company that is the subsidiary of another
company (which is not a fimance company), it



includes all short- and long-term indebtedness owed
to the parent company, but excludes the parent com-
pany's equity (which is included in liabilities and
capital item 6).

4. Debt Not Elsewhere Clhssifiirsil

All other short- and long-term loans, notes, certifi-
cates, negotiable paper, or other indebtedness not
elsewhere classified. It excludes bank debt already
included in liabilities and capital items 1 and 3.

5. All Other Litbifitizs

All liabilities not already reported above or netted
against assets. It includes dealer reserves, all tax
accruals, short-term certificates of thrift or invest-
ment, deposit liabilities (other than those not with-

drawable during term of loan), and all other liabili-
ties. It excludes liabilities of consolidated companies
to nonconsolidated subsidiaries of affilliated compa-
nies, which are netted against assets in asset items 6
or shown in liabilities and capital items 3. It also
excludes borrower repayment deposits accumulated
but not credited against indebtedness until repayment
is made in full, which are netted against appropriate
receivables under asset items above.

6. Capital, Surplus, and Undivided Ahaffits

All common and preferred stock and other capital or
surplus accounts, including undivided profits.

7. Total Liabilities and Capitizil

Sum of liabilities and capital items 1 through 6.

Table B.1 appears on the flliavings page.



Tafle BAksetsAsaetdiabditiebiditissaadistaredifimaatcéinameepaoienabyesizeyotizcombawyn Jame, JOn2BH) 2000
Millions of: dollars

Size of company (net assets, millions of: dollars)
Ttem All
20,000 | 4 000 19,999 |  200-999 50-199 1049 | Less than 10
and more
ASSETS:
Consumer receivables 321,839 249,854 62,699 4,724 2,514 1,447 603
ASSETS:Motor vehicle fatdntarfgnancing 252,256 214,330 31,933 3,673 1,384 732 205
ASSETS:Lasms 143,115 127,321 10,319 3,168 1,380 732 194
ASSETS:Lemsses 109,141 87,009 21,613 505 4 0 10
ASSETS:Capital and levendgteleraged 21,392 12,708 8,420 250 4 0 10
ASSETS:Operating 87,749 74,301 13,193 255 0 0 0
ASSETS:Revolving credit credit 31,142 20,034 10,655 0 109 336 8
ASSETS:Otffeer 38,441 15,490 20,111 1,051 1,021 379 390
ASSETS:Loans securedsbyured] pstatal estate 157,745 108,988 43,838 4,284 387 127 120
ASSETS:One- to four-farfalyr-family 119,393 86,774 29,284 2,883 251 122 80
ASSETS:Otffeer 38,352 22,214 14,555 1,401 136 5 40
ASSETS:Business receivabbezivables 441,876 179,403 234,640 21,761 3,817 1,565 691
ASSETS:Motor vehicle fatdntarfgnancing 74,220 57171 15,331 133 1,415 169 0
ASSETS:Wholesale 38,516 35,129 3,343 44 0 0 0
ASSETS:Rettili] 35,704 22,042 11,988 20 1,415 169 0
ASSETS:Lasms 19,926 11,045 8,811 0 69 0 0
ASSETS:Lemsses 15,778 10,996 3,177 20 1,346 169 0
ASSETS:Capital and levemdgkaderaged 11,033 9,324 1,291 20 180 148 0
ASSETS:Operating 4,746 1,672 1,886 0 1,166 22 0
ASSETS:Business, industrigly gpdfarihd farm equipment
equipment 238,240 68,256 153,154 13,451 2,276 680 423
ASSETS:Loans (retail ametaithalesatbdlesale) 70,745 29,213 39,411 2,000 0 0 120
ASSETS:Leases (capital(aapithkdvenageleraged) 167,494 39,043 113,742 11,451 2,276 680 303
ASSETS:Otffeer 99,996 41,447 53,806 4,011 126 467 139
ASSETS:Non-mutor vehicle ogieratingpbrasesg leases 29,420 12,529 12,348 4,165 0 249 129
ASSETS:All other astétr assets 419,440 341,287 71,070 4,870 1,324 652 238
ASSETS:Total assets, gwsets, gross 1,340,901 879,532 412,246 35,639 8,042 3,790 1,651
ASSETS:Less reservesefimrwvasedonach encoee income 66,147 29,807 32,061 2,618 1,234 338 89
ASSETS:Less reservesefmrlossésr losses 15,715 7,730 6,735 874 226 114 36
ASSETS:Total assets, asetts, net 1,259,039 841,995 373,450 32,147 6,582 3,338 1,526
LIABILITHES AND CABHTIALL
Bank loans 32,847 4,680 17,436 6,195 2,351 1,563 621
Commercial paper 224,256 166,480 54,389 3,249 LIABILITIESANDCAPITALI2Bmmercialpaped4
Debt due to parent 95,087 36,718 47,563 9,450 LIABILITIER1 AND CARITAL:Debt 24
Debt not elsewhere classified 483,703 334,251 142,775 5,314 LIABILITIERD9 AND C4MITAL:Debt 333
All other liabilities 277,488 212,482 59,444 4,238 LIABILITIERS2 AND GBI TAL:All 87
Capital, surplus, and undivided profits 145,657 87,384 51,843 3,701 LIABILITIES39 AND CAP4Z AL:Capital, 446
Total liabilities and capital 1,259,039 841,995 373,450 32,147 LIABILITBES82 AND 338§ AL:Total 1,526
MEemo
SECURITIZED RECHNAGIIES
Consumer receivables 109,959 102,465 7.363 0 83 41 8
Motor vehicle financing 85,316 77,864 7.363 0 83 0 6
Loans 77,443 71,909 5,445 0 83 0 6
Leases (capital and leveraged) 7,873 5,956 1,917 0 0 0 0
Revolving credit 6,635 6,634 0 0 0 0 1
Other consumer receivables 18,008 17,966 0 0 0 41 1
Loans secured by real estate 27,543 26,166 450 927 MEMO 0 SECURITIZED 0 RECEIVABLES:
One- to four-family 27,360 26,062 437 861 MEMO 0 0 SECURITIZED 0 RECEIVABI
Other 183 104 12 67 MEMO 0 OSECURITIZED 0 RECEIVABL
Business receivables 60,589 41,207 16,140 1,893 MEMO 1,339 SEQURITIZED 10 RECEIVABLES:
Motor vehicle financing 31,721 27,767 3,876 0 MEMO 78 (BECURITIZED 0 RECEIVABLE
Wholesale 26,440 24,920 1,520 0 MEMOSBCURITIZEDRECEIVABLES:Whol8sale
Retail 5,281 2,847 2,356 0 MEMO78 0 SECURITIZED RECEIVAI
Loans 2,904 548 2,356 0 0 0 0
Leases 2,377 2,299 0 0 78 0 0
Capital and leveraged 2,377 2,299 0 0 78 0 0
Operating 0 0 0 0 0 0 0
Business, industrial, and farm MEMO SECURITIZED RECEIVABLES:
equipment 22,258 12,788 7,586 614 1,261 0
Loans (retail and wholesale) 15,810 12,586 3,214 0 MEMO 0 0 SECURITIZED RECEIVAE
Leases (capital and leveraged) 6,448 202 4,372 614 MENI261 0 SECURITIZEDO RECEIVABI
Other 6,610 653 4,678 1,279 MEMO 0 OSECURITIZED 0 RECEIVABL
Total securitized receivables 198,091 169,838 23,952 2,820 MEMO 1,422 8ECURITIZED 18 RECEIVABLES
Number of: compamni sponding
to survey 179 11 27 19 20 25 77
Estimated number of companies
in population 984 11 57 61 57 128 670




