
A Fifth District Review of . .  .

MOBILE HOME FINANCING

Fifth District states have been among the nation’s 
leading states in purchases of mobile homes. Last 
year, one out of every eight mobile homes produced 
was shipped to one of these states. In the first half 
of 1970, nearly one of every seven was shipped to 
the District. North Carolina alone received six per 
cent of the nation’s total shipments.

Growth of the mobile home industry has stimulated 
widespread interest in mobile home financing.1 In 
the first half of the sixties, consumer credit organiza
tions were the most important financial inter
mediaries making mobile home loans. More recently, 
commercial banks and savings and loan associations 
have begun to compete for this business. The Fed
eral Housing Administration has begun insuring

1 See “ Mobile and Modular Housing,” this Review, June 1970.

loans for both mobile homes and mobile home de
velopments.

Bank supervisory agencies have also taken an in
terest in mobile home lending. Federal Reserve 
member banks and insured nonmember banks were 
requested to complete a Mobile Home Supplement 
to the June 1970 Report of Condition. Banks were 
requested to classify their loans into two major 
categories : (1 ) financing of the consumer purchase 
of mobile homes and (2 ) financing of the business 
purchase of mobile homes. Consumer purchases 
were broken down into “ loans to farmers” and “ loans 
to individuals.”  Commercial banks were also asked 
to report the portion of business loans used to finance 
dealers for floor planning and inventory. Since the 
final figures for nonmember insured banks are not
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available, the following summary of results refers to 
Fifth District member banks only.

Member banks had a total of $182 million of loans 
outstanding to finance mobile homes on June 30,
1970. Approximately $161 million, or 88 per cent, 
of these were loans to individuals. Almost half of 
the $21 million outstanding to businesses was used 
for floor planning and inventory financing.

All 16 of the Fifth District's member banks with 
deposits in excess of $250 million had outstanding 
mobile home loans on June 30. They accounted for 
63 per cent of the dollar volume of mobile home loans
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reported by Fifth District banks. The largest num
ber of member banks holding mobile home paper was 
in the $10 to $25 million deposit category. Ninety- 
three commercial banks in that group held 10.4 per 
cent of the loans.

North Carolina led the District in mobile home 
financing with $83 million outstanding, 46 per cent 
of the District total. The combined Virginia-Dis- 
trict of Columbia banks held $65 million, and West 
Virginia member banks had $32 million in mobile 
home paper. Three North Carolina banks with de
posits of one-quarter of a million dollars or larger 
accounted for $74 million, 89 per cent of the state’s 
total loans. In Maryland, both shipments of mobile 
homes and loans to finance mobile homes were the 
lowest among Fifth District states.

Although South Carolina ranks second among Dis
trict states in shipments of mobile homes, member 
bank loans to finance purchases were only $7 million, 
or 4 per cent of total loans in the District. West 
Virginia commercial banks have been particularly 
active in competing for these loans. More than 80 
per cent of all reporting banks in West Virginia held 
mobile home paper on June 30.

In the past, mobile home loans have been made 
on a short-term instalment loan basis, with effective 
interest rates much higher than rates on other types 
of housing loans. As a result of the high profit
ability of these loans coupled with an extremely low 
default rate of less than 0.5 per cent, the number of 
commercial banks providing mobile home loans has 
increased tremendously in the last five years. Recent 
efforts by government agencies to make available 
long-term simple interest loans to purchasers may 
lower the return on mobile home loans, but the im
portance of mobile home loans in commercial bank 
portfolios promises to increase.

Clyde H. Farnsworth, Jr.
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