
II. SAVINGS AND LOAN ASSOCIATIONS 

Funds used in this country to finance building and ownership of 
homes are derived largely from savings accumulated through the 
thrift of the American people. In part, savings are made available 
by direct loans from those who have done the saving. However, the 
greater portion of the savings used to finance homes are first collected 
by savings and loan associations, mutual savings banks, life insurance 
companies, and commercial banks.  

For the first three types of institutions the Federal Home Loan 
Bank System operates as a central credit reserve system. For savings 
and loan associations, the Bank Administration performs additional 
functions. Many of the associations are Federal savings and loan 
associations, chartered and supervised by the Federal Home Loan 
Bank Administration. Federal associations, and some of the State
chartered associations, are insured by the Federal Savings and Loan 
Insurance Corporation, another of the component units of the Bank 
Administration.  

NUMBER AND ASSETS 

In recent years the total resources of member savings and loan 
associations of the Federal Home Loan Bank System, as well as of 
insured State and Federal associations, have been increasing rapidly, 
as is evident from the following table.  

Assets 

[Thousands of dollars] 

All member All State
Date savings and chartered 

/ 
All Federal Uninsured 

loan associ- insured asso- associations associationsmember 
ations iations associations 

June 30, 1938 --------------------- -- ------ $3, 704,259 $769 827 $1, 210, 744 $2,113, 806 
June 30, 1939------------------------------ ---- 3,935,641 899 654 1,439,988 1,943,049 
June 30, 1940 --------------------------------- 4,232,681 983,367 1,725, 817 1,957,681 
June 30, 1941 ------- ---- --------------- 4,626, 920 1, 131,625 2.028,138 1,292, 245 
June 30, 1942 ----------- ------------------ 4,885,049 1,255, 307 2,205, 921 1,170,926 
June 30, 1943--- ----- -------------------- 5.249,414 1,454, 920 2,426, 079 1,061,147 

Estimated.  

NOTE -Figures for State-chartered insured associations m this and the following tables include a few in
sured associations which are not members of the Federal Home Loan Bank System On June 30, 1943, 
there were 4 of these associations with total assets of $5,665,000 

During the fiscal year 1943 the total assets of all member associa
tions increased by $364,365,000; the increase was $220,158,000 for Fed
eral savings and loan associations and $199,613,000 for the insured 
State-chartered savings and loan associations. An-outstanding trend 
in recent\ years has been the rapid decrease ,in the number and re
sources of that group of savings and loan associations which are not 
members of the Federal Home Loan Bank System.  

Membership of savings and loan associations in the Federal Home 
Loan Bank System, after an initial period of rapid increase, reached its

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1942-43



8 REPORT OF FEDERAL HOME LOAN BANK ADMINISTRATION 

high point in 1938. Since that time, despite the increase in total assets, 
the number of member associations has decreased slowly because of 
miergers and consolidations. This is illustrated by the following table: 

Number 

All member All State- All Fed- Uninsured 
Date savings chartered eral nonmember 

and loan insured eaasso- associ
associations associations ciations ations 

June 30, 1938---------------------------.---------- 3, 909 681 1,337 5,651 
June 30, 1939 ...------------------------- ------------.......... 3,897 790 1,380 4,474 
June 30, 1940---------.. ------------.....---------------- 3,865 816 1,421 4,007 
June 30, 1941----------..----.... ----------------------- 3,798 861 1,452 3,341 
June 30, 1942----------------.......... --------------------- 3,772 910 1,464 3,101 
June 30, 1943-------------------------------------3,729 960 1,468 2,757 

I Estimated.  

On June 30, 1943, the number of member associations was 3,729, as 
compared with 3,772 a year previous. The net decrease of 43 resulted 
from 53 admissions to membership and 96 terminations. Of the 
terminations, 44 were caused by merger, consolidation, or sale of assets 
to other member institutions, actions which did not result in the com
plete withdrawal of the assets held by these institutions. On June 30, 
1943, 37 applications for membership were pending as against 56 on 
June 30, 1942.  

In contrast to the slow decrease in the number of member associa
tions, State-chartered insured savings and loan associations continued 
during the 1943 fiscal year the steady growth in number which was 
characteristic of recent years. The increase of 50 insured State
chartered associations during the reporting period resulted from the 
granting of insurance to 53 associations and the termination of insur
ance of 3 insured institutions.  

The number of Federal savings and loan associations increased 
slightly. Such associations increased by 4 during the 1943 fiscal year, 
compared with 12 the previous year and 31 2 years before. The net 
increase of 4 was the result of 23 additions and 19 terminations. Of 
the 23 additions, 2 were newly organized associations and 21 were 
converted State associations. The 19 terminations occurred as the 
result of 17 mergers, 1 involuntary liquidation, and 1 instance of 
dissolution and sale of assets.  

Nonmember institutions are decreasing rapidly in number as well 
as in total resources. There has been little net change in the average 
size of these nonmember institutions over the last 5 years, as shown in 
the following table: 

Average size of associations 

All member All State- Uninsured 
Date savings and chartered in- All Federal nonmembr 

loan associa- sured associa- associations associations 
tions tions 

June 30, 1938 -_- - - - - $947, 623 $1, 130, 436 $905, 568 $374, 059 
June 30, 1939 - - --------------------------- 1, 009,916 1,138, 803 1,043,470 434, 298 
June 30, 1940 - - - 1,095,131 1, 205, 207 1,214, 509 488, 565 
June30, 1941 -1- 1, 218, 252 1, 314, 315 1,396, 789 386, 784 
June 30, 1942 - - 1, 295,082 1, 379, 458 1, 506, 777 377, 596 
June 30, 1943--_ -- - - 1, 407, 727 1,515, 542 1, 652, 642 384,892 

'Estimated.
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REPORT OF FEDERAL HOME LOAN BANK ADMINISTRATION

Because of the increase in total resources of member institutions 
since June 30, 1938, and the slow decrease in numbers, the average 
size of member institutions increased by 48.6 percent. The growth 
and increasing importance of the System, therefore, appear largely due 
to the fact that the individual member institutions are growing rapidly 
in size and financial strength.  

The Congress, in providing for the establishment of Federal savings 
and loan associations, contemplated, first, that these associations 
would provide adequate thrift and home-financing facilities for locali
ties which lacked such facilities and, second, anticipated that a group 
of home-financing institutions, operating with the highest standards 
and practices, would be developed under Federal charter. The aver
age size of the Federal savings and loan associations is growing more 
rapidly than that of other member associations. In 1938 the Federal 
savings and loan associations, with an average size of $905,568 (see 
table) were smaller than either the State-chartered insured associa
tions (average size of $1,130,436), or all member associations of the 
System (average size of $947,623). In contrast, on June 30, 1943, the 
average size of Federal savings and loan associations was $1,652,642, 
or more than the average for either State-chartered insured associa
tions ($1,515,542) or for all member associations ($1,407,727).  

The increase in total assets of savings and loan associations resulted 
from the continued large flow of private share capital to such associa
tions. During the 1943 fiscal year new share investments and re
purchases of share capital proceeded at the rate indicated in the fol
lowing table. Of the flow of new share investments to savings and 
loan associations, a smaller proportion is offset by repurchases by 
Federal associations than by either the State-chartered insured or all 
member associations.  

[Thousands of dollars] 

New share Ratio of re
invest- Repur- Net in- purchases 

ments chases crease to new inmets vestments 

Percent 
All member savings and loan associations . ...------------. $1,221,468 $721, 918 $499, 550 59.1 
All State-chartered insured associations --------- ------- 349, 843 211, 733 138,110 60. 5 
All Federal associations- ..--------------------------- 663,428 345,861 317, 567 52.1 
Uninsured nonmember associations ------------------ 178, 552 133,888 44,664 75.0 

1 Estimated.  

As a result of this new private share capital, a high rate of repay
ment of outstanding mortgages, and the difficulty of finding suitable 
investments, member associations during the 1943 fiscal year retired 
a substantial amount of their Federal Home Loan Bank advances, and 
Government share investments. By authorizations of Congress in 
1933, 1934, and 1935, the United States Treasury invested $49,300,000 
and the Home Owners' Loan Corporation invested $223,856,710 in 
savings and loan associations in order to increase the funds available 
for home financing. During the reporting period the outstanding 
balance of these investments was reduced from $186,512,410 to 
$119,887,410, a decrease of $66,625,000. Outstanding advances from 
the Federal Home Loan Banks decreased from $192,644,936 on June 
30, 1942, to $90,191,577 a year later, a decline of $102,453,359.

9
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10 REPORT OF FEDERAL HOME LOAN BANK ADMINISTRATION 

QPERATIQNS IN A WARTIME ECONOMY 

Lending operations.-The war has had ani important influence on 
the lending operations of savings and loan associations. The con
struction limitation _order of the War Production Board, effective on 
April 8, 1942, greatly reduced new construction after that date. Most 
residential construction since then 4as been confined to war housing 
required by workers migrating to war-production centers and defense 
areas.  

This situation naturally resulted in a rapid decrease in construction 
loans. During the fiscal year 1943, the first entire annual period in 
which the limitation was effective, construction loans by member 
savings and loan associations totaled $112,308,000, as against $311,
039,000 during 1942 and $389,559,000 during 1941. Loans of this 
type were 63.9 percent less during the fiscal year 1943 than during the 
previous year. Reconditioning loans likewise decreased, undoubtedly 
by reason of the same restrictions. During 1943 loans for recon
ditioning purposes amounted to $29,070,000, as compared with 
$43,503,000 the year before.  

New loans made by member associations, by purpose 

Purpose of loan July 1, 1941, to July 1, 1942, to Percent 
June 30, 1942 June 30, 1943 change 

Cdnstructin.... ...------------------. ------------------... $311, 039, 000 $112, 308, 000 -63 9 
Home purchase ...-------------------------------------. 477, 193, 000 545, 580, 000 +14 3 
Refinancing ----------------------------------------- 152, 561, 000 148, 017, 000 -3.0 
Recohditioning ------------------------------- -------- 43, 503, 000 29,070, 000 -33 2 
Other purposes . .....---- ------------------------------------ 79, 149, 000 60, 559, 000 -23 5 

Total.--------------------------------- ------- 1, 063, 445, 000 895, 534, 000 1-15 8 

The large decrease in construction loans and smpller decreases in 
loans for refinancing, reconditioning, and other purposes were offset 
in part by the increase in loans made to finance the purchase of homes.  
Loans for this purpose aggregated $545,580,000 during 1943, as com
pared with $477,193,000 during 1942 and $388,376,000 during 1941.  
The growth in loans for home purchase was the natural accompani
ment of the purchase of homes by war workers and others with rising 
incomes. As a result of the increase in loans for home purchase, at 
a time when loans for other purposes were decreasing, such loans 
acc9unted for 60.9 percent of total loans by member institutions in 
the fiscal year 1943, as compared with 44.9 percent in 1942, and 
35.8 percent in 1941. The changes in the purposes for which loans 
were made during the last few years are shown in exhibit 9.  

Mortgage loans are still made in substantial volume. However, 
in contrast with conditions existing a few years ago, present lending 
is not resulting in any addition to the total outstanding mortgage 
debt. During the calendar year 1940, when $3,270,000,000 was 
loaned on one- to four-family dwellings by all types of lending insti
tutions, there was-a net increase of $27 in outstanding mortgages 
for every $100 of new loans. -In 1941 new loans increased to $3,768,-, 
000,000, and there was a net increase of $26 in outstanding loans 
for every $100 of new loans. However, in 1942, despite the fact that 
total new loans of $3,082,000,000 were not much below the total
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REPORT OF FEDERAL HOME LOAN BANK ADMINISTRATION 11 

amount loaned during 1940 there was a decrease of $6 in outstanding 
loans for each $100 of new loans made during the year.  

Undoubtedly, the two most important reasons for this sharp 
reversal were (1) the fact that mortgages ar3 now being repaid at a 
rapid rate because of higher incomes and (2) the shift in mortgage 
lending from construction loans to loans for home purchase. New 
loans made for home purchase, which represented such a large pro
portion of the total during 1942, are frequently offset in large part 
by the cancelation of existing mortgages. The same is true of re
financing mortgages.  

Reduction in the outstanding total of mortgage loans, together 
with the continued flow of savings funds toward financial institutions, 
has resulted in a competitive market for mortgage loans. With lend
ing institutions competing for good loans in order to invest their 
funds, there is danger that lending standards will be lowered. For 
this reason it is more than ever important that lending institutions 
at the present time place emphasis on accurate appraisals and careful 
analysis of risk in making loans. 1 

Service to the public.-The increase in the private share capital of 
savings and loan associations and the stagnation in their total of 
outstanding mortgage loans, both of which have already been dis
cussed, represent important investment problems for savings and loan 
associations. Funds now being received by these associations are, 
of course, invested largely in United States bonds in furtherance of 
the war effort. Insured savings and loan associations increased their 
holdings of such bonds from $70,852,000 on June 30, 1942, to $376,
177,000 on June 30, 1943.  

Increased strength of savings and loan associations.-Savings and loan 
associations arenow in a strong position. By the end of 1942 the 
assets of reporting member savings and loan associations of the Federal 
Home Loan Bank System passed the $5,000,000,000 mark for the first 
time. Liquid assets increased markedly during 1942. Cash increased 
approximately $58,000,000 to a total of more than $336,000,000, while 
United States Government obligations increased approximately 
$185,000,000 to a total of about $260,000,000. As a result, cash and 
Government securities held by member associations on December 31, 
1942, were 14.5 percent of total private repurchasable capital, as com
pared with 9.4 percent for the previous year and 8.5 percent for 1940.  

The strength of member associations of the System was also increased 
by the repayment of borrowed funds and by the disposition of the 
real-estate "overhang" discussed previously. In addition, the growth 
in average size, of member associations is making it possible for an 
increasing number of them to 'obtain full-time experienced manage
ment and to operate in ground-floor quarters of a type that will 
promote the prestige of the System and increase public confidence.  

These conditions are all improving the ability of the member asso
ciations and of the Federal Home Loan Bank System to meet post-war 
problems. With the disappearance of the real-estate overhang, and 
the increase in resources, liquidity, and borrowing power, the ability 
of the savings and loan associations to serve the public is growing 
rapidly.  

1 For a more extensive discussion of this subject, see the article, Lending Policies in a Competitive Market 
on page 323 of the August 1943 issue of the Federal Home Loan Bank Review.  

64952-44- 3
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12 REPORT OF FEDERAL HOME LOAN BANK ADMINISTRATION 

FINANCIAL OPERATIONS 

Balance sheet.-The continued financial growth of member savings 
and loan associations is reflected in the consolidated balance sheet as of, 
the close of the calendar years 1941 and 1942, contained in exhibit 10.  
From a study of this balance sheet, it will be noted that the total assets 
of member savings and loan associations increased from $4,797,758,000 
on December 31, 1941, to $5,025,451,000 at the end of 1942. During 
the same period the assets of all State-chartered insured associations 
increased from 24.7 percent of the total for all member associations to 
26.7 percent; the assets of Federal savings and loan associations in
creased from 45.1 percent of the total to 45.7 percent. The greater 
proportion of assets held by State-chartered insured savings and loan 
associations is due not only to the growth in size of the individual asso
ciations, but also to the insurance of previously uninsured associations.  

First-mortgage loans, including interest and advances, held by all 
member savings and loan associations grew from $3,788,190,000 on 
December 31, 1941, to $3,863,832,000 a year later, a growth of 2 
percent. The rate of growth of first-mortgage loans held by the Fed
eral savings and loan associations was approximately the same.  
However, first mortgage loans held by all State-chartered insured 
associations increased from $921,661,000 to $1,010,969,000, or 9.7 
percent during the year.  

Real estate owned by all member associations declined from 
$189,429,000 to $124,752,000 during the calendar year, a decrease 
of 34.2 percent. Real estate owned by State-chartered insured asso
ciations and by Federal savings and loan associations declined by 30.8 
and 28.8 percent, respectively.  

Growth in liquidity is indicated by the fact that the cash held by 
all member savings and loan associations increased from $278,696,000 
to $336,281,000, or 20.7 percent. Cash held by Federal savings and 
loan associations advanced 19 percent, while the greatest percentage 
increase was experienced by cash holdings of all State-chartered 
insured associations-33.5 percent. Holdings of United States Gov
ernment obligations by member associations increased severalfold 
during the year. For all member associations the growth was from 
$75,244,000 to $259,678,000, or 245 percent. For State-chartered 
insured associations the increase was 268 percent, while the most rapid 
growth was that of Federal savings and loan associations, whose 
holdings of United States Government obligations rose 378 percent.  

On the capital and liability side of the ledger the private repurchas
able shares of member savings and loan associations increased 10 per
cent, compared with an increase of 13 percent for Federal savings and 
loan associations and 19 percent for State-chartered insured associa
tions. Advances from Federal home-loan banks and other borrowed 
money decreased from $239,226,000 for all member savings and loan 
associations on December 31, 1941, to $142,682,000 a year later, a 
drop of 40.4 percent. Advances and borrowings of Federal savings 
and loan associations arid of insured associations decreased by com
parable percentages during the year.  

General reserves and undivided profits and surplus held by all 
member savings and loan associations went from $327,594,000 6n 
December 31, 1941, to $368,400,000 a year later. This represented 
an increase from 6.8 percent of total assets to 7.3 percent of total assets
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during the calendar year. The growth was more rapid ,for Federal 
savings and loan associations and for State-chartered insured associa
tions. The general reserves and undivided profits of Federal savings 
and loan associations increased from 5.1 percent of total assets on 
December 31, 1941, to 5.8 percent of total assets on December 31, 
1942. For State-chartered insured associations, the similar increase 
was from 7.6 to 8.1 percent during the calendar year.  

Statement of operations.-A consolidated statement of operations 
for all reporting member associations, State-chartered insured asso
ciations, and Federal associations is presented in exhibit 11. For 
the 3,722 reporting member savings and loan associations, gross oper
ating income totaled $255,328,422. Of this, 88.55 percent was ob
tained as interest from mortgage loans. For State-chartered insured 
associations the percentage was 85.57, while 90.65 percent of the gross 
income of Federal savings and loan associations was obtained as 
interest from mortgages.  

Of net income received, 70.65 percent was paid out as dividends by 
the reporting member associations. State-chartered insured associa
tions paid 71.26 percent of net income as dividends' and Federal asso
ciations paid 68.70 percent, the smallest percentage of net income as 
dividends. Approximately three-tenths of net income was trans
ferred to reserves and undivided profits.
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IV. SAVINGS AND LOAN ASSOCIATIONS 

The construction and purchase of residential real estate in the 
United. States are financed largely from the accumulated savings of 
the American people. Most of the savings used in this way are first 
accumulated in savings and loan associations, mutual sa vings banks, 
life-insurance companies, and commercial banks.  

,The Federal Home Loan Bank System is a central credit reserve 
system for the first three types of thrift and home-financing institu
tions. The Federal Home Loan Bank Administration performs addi
tional functions for savings and loan associations. Many of the 
associations are Federal savings and loan associations, chartered and 
supervised by the Bank Administration. The Federal Savings and 
Loan Insurance Corporation, another of the component units of the 
Bank Administration, insures all Federal associations and such State
chartered associations as apply for and qualify for insurance.  

NUMBER AND ASSETS 

From the following table it can be seen that the total resources of 
member savings and loan \associations of the Federal Home Loan 
Bank System have been increasing rapidly.  

Assets 
[Thousands of dollars] 

All member All State- Uninsured 

Date savings and chartered All Federal nonmember loan asso- insured associations associations I ciations, associations 

June 30, 1938 - - - $3, 704, 259 $769, 827 $1, 210, 744 $2,113, 806 
June 30, 1939 ---- ------ ------- 3, 935, 641 899, 654 1, 439, 988 1, 943,049 
June 30, 1940 ------------------------------ 4, 232, 681 983, 367 1,725, 817 1,957,681 
June 30, 1941 --------- -- ----------- 4, 626,920 1,131, 625 2, 028,138 I, 292, 245 
June 30, 1942 -- 4, 885, 049 1, 255, 307 2, 205, 921 1,170,926 
June 30, 1943------------- ----------------- 5, 249,414 1, 454,'920 2,426,079 1, 061,147 
June 30, 1944 --------------------- 5,962, 319 1, 702, 292 2, 881, 276 1,001,640 

1 Estimated.  

NOTE.-Figures for State-chartered insured associations in this and the following tables include 4 insured 
associations which are not members of the Federal Home Loan Bank System. On June 30, 1944, these 
associations held total assets of $5,940,000.  

' During the fiscal year 1944, the total assets of all member associa
tions increased by $712,905,000. Of this increase, $455,197,000 repre
sented the growth of Federal savings and loan associations. Insured 
State-chartered savings and loan associations, including the four 
which are not members of the Federal Home Loan Bank System, 
experienced an increase of $247,372,000 in total assets. In contrast 
to the increase in assets of those associations, which are members of 
the Federal Home Loan Bank System, the savings and loan associa
tions which are not members of the System continued to decrease in 
number and assets.  

The number of savings and loan associations in the Federal Home 
Loan Bank System has declined slightly from the maximum reached 
in 1938. The decline, which has taken place despite the increase in 
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REPORT FEDERAL HOME LOAN BANK ADMINISTRATION 17 

total assets, has been' caused largely by mergers and consolidations.  
The change in the number of savings and loan associations is presented 
in the following table: 

Number 

All member All State- Uninsured 
Date savings and chartered .m- -All Federal nonmember Date loan assodia- sured associ- associations associations I 

tions ations 

June 30, 1938------- -- ------------- 3,909 681 1,337 5,651 
June 30, 1939 ------------ -------- 3, 897 790 1,380 4, 474 
June 30, 1940 ------------------------------- 3,865 816 1,421 4, 007 
June 30, 1941 --------------- 3, 798 861 1,452 3, 341 
June 30, 1942--------------------------------- 3, 772 910 1,464 3,101 
June 30, 1943 -------- ---------- 3, 729 960 1, 468 2, 757 
June 30, 1944 ------------ 3, 671 996 1, 465 2, 530 

L Estimated.  

The number of member associations decreased from 3,729 at the 
beginning of the 1944 fiscal year to 3,671 at the close of the year, a 
net decrease of 58 associations. The decline resulted from the ter
mination of membership of 91 associations, while 33 associations 
were admitted to membership in the System. Of the terminations, 
51 were caused by merger, consolidation, or sale of assets to other 
member institutions, actions which did not result in the complete 
withdrawal of the assets held by these institutions. The number of 
applications for membership pending on June 30, 1944, was 12 as 
against 37 on June 30, 1943.  

The number of State-chartered insured associations continued 
during the 1944 fiscal year the steady growth characteristic of recent 
years. During the reporting period there was a net increase of 36 
State-chartered insured associations.  

Partly as a result of wartime conditions, the number of Federal 
savings and loan associations has stabilized. These associations 
decieased by three during the 1944 fiscal year, which partly offset 
the increase of four during the previous year. The decrease of 3 
was the result of 16 additions and 19 terminations. Of the 19 termi
nations, 14' vvere of Federal associations which merged with other 
Federal associations. In addition, three Federal associations went 
into voluntary liquidation and there were two instances of sale of 
assets.  

Of the 16 associations to which new Federal charters were granted, 
I was a newly organized association, and the remaining 15 were con
verted State associations.  

The change in the average size of savings and loan associations 
may be seen from the following table: 

Average size of associations 

All member All State- Uninsured 
savings and chartered All Federal ninember 

Date loan associa- insured asso- associations associations 

tions ciations 

June 30, 1938 $947, 623 $1,130, 436 $905, 568 $374, 059 
June 30, 1939------------------- 1, 009, 916 1,138, 803 1, 043, 470 434, 298 
June 30, 1940 1,095,131 1, 205,107 1,214, 509 488, 565 
June 30, 1941 1, 218,252 1, 314, 315 1,396,789 386, 784 
June 30, 1942 ' 1, 295, 082 1, 379, 458 1, 506, 777 377, 596 
June 30, 1943_ 1, 407, 727 1, 515, 542 1, 652, 642 384, 892 
June 30, 1944 1, 624,168 1, 709,129 1, 966, 741 395,905 

1 Estimated.
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18 REPORT FEDERAL HOME LOAN BANK ADMINISTRATION 

The average size of member associations of the Bank System has 
increased by 71.4 percent since June 30, 1938. This increase has been 
the result of the increase in total resources and the slow decrease in 
numbers. This rapid growth in the size and financial strength of 
individual member associations is a promising fact for the future of 
the Federal Home Loan Bank System. In comparison, it.will be seen 
that there has been, little net change since 1938 in the average size of 
nonmember uninsured associations.  

The Congress, in providing for the establishment of Federal savings 
and loan associations, contemplated, first, that these associations 
would provide adequate thrift and home-financing facilities for local
ities which lacked such facilities and, second, anticipated that a group 
of home-financing institutions, operating with the highest standards 
and practices, would be developed under Federal charter. The 
average size of Federal savings and loan associations is growing more 
rapidly than that of other member associations. The average size of 
all Federal savings and loan associations has increased 117.2 percent 
since 1938 as compared with an increase of 51.2 percent for all State
chartered insured associations. All member associations have had an 
increase in average size since 1938 of 71.4 percent. In comparison, 
the net increase in average size for uninsured nonmember associations 
has been only 5.8 percent since June 30, 1938.  

Probably the most important factor in causing this increase in the 
total assets of savings and loan associations has been the continued 
large flow of private share capital to these associations. New share 
investments and repurchases of share capital during the 1944 fiscal 
year proceeded at the rate indicated in the following table: 

[Thousands of dollars] 

Ratio of re
Newshare in- Repurchases Net increase purchases to 

vestments -epurcases Net incr new invest
ments 

Percent 
All member savings and loan associations ----- $1, 534,417 $852, 895 $681, 522 55 & 
All State-chartered insured associations------ 453, 633 262, 759 190,874 57 9 
All Federal associations -- 848,150 431, 530 416, 620 50 9 
Uninsured nonmember associations ---- 157, 733 114,,712 43, 021 72. 7 

1 Uninsured members and nonmembers estimated.  

As will be seen from the table, a smaller proportion of new share 
investments is offset by repurchases by Federal associations than by 
either the State-chartered insured associations or by all member savings 
and loan associations.  

This continued influx of private share capital, together with the 
difficulty of finding suitable iew investments, enabled member asso
ciations during the reporting period to retire much of their Govern
ment share investments. By authorizations of Congress in 1933, 1934, 
and 1935, the United States Treasury invested $49,300,000 and the 
Home Owners' Loan Corporation, during the years 1935 through 1942, 
invested $223,856,710 in savings and loan associations to increase the 
funds available for home financing. -During the 1944 fiscal year, the 
outstanding balance of these investments was reduced from $119,
887,410 to $51,256,050. Outstanding advances from the Federal
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Home Loan Banks increased during the same period from $90,191,577 
to $128,277,546, an increase of $38,085,969 in comparison with the 
decrease of $102,453,359 during the preceding fiscal year.  

OPERATIONS IN A WARTIME ECONOMY 

Lending operations.-Because of the construction limitation order 
of the War Production Board, new residential construction hqs been 
severely limited. The construction of new homes is now-limited largely 
to the war housing required by workers migrating to war-production 
centers and defense areas.  

As a result, construction loans are now at a low level. During the 
reporting period, construction loans by member savings and loan 
associations totaled $114,705,000, which was not greatly different 
from the figure for the preceding year. Reconditioning loans also 
were almost unchanged in amount.  

New loans made by member associations, by purpose 

Purpose of loan July 1, 1942, to July 1, 1943, to Percent 
June 30, 1943 June 30, 1944 change 

Construction-------------------------- - $112, 308, 000 $114, 705, 000 +2.1 
'Home purchase -------------------------------------- 545, 580, 000 849, 336, 000 +55. 7 
Refinancing-----------------------------------------148, 017, 000 147, 366, 000 -. 4 
Reconditioning..--------------------------------------- 29, 070, 000 27,186,000 -6. 5 
Other purposes----- --------------------------------- 60, 559, 000 81.570, 000 +34.7 

Total-------.. ----------- ---------------------- 895, 534,000 1, 220,163,000 +36. 2 

Loans made tp finance the purchase of homes continued during the 
fiscal year 1944 the increase characteristic of recent years. For the 
fiscal year 1944, loans for home purchase totaled $849,336,000 as com
pared with $545,580,000 during the 1943 fiscal year. Because of this 
increase in loans for home purchase, these loans accounted for 69.6 
percent of all loans by member institutions during the fiscal year 1944 
as compared with 60.9 percent during the fiscal year 1943 and 44.9 
percent in 1942. This shift in the purpose for which loans have been 
made during the last few years is shown in exhibit 9. ' 

Despite the heavy volume of mortgage lending during 1942 and 
1943, lending during these years did not cause any addition to the 
total outstanding home-mortgage debt. During the calendar year 
1940, when $3,290,000,000 was loaned by all lenders on one- to four
family dwellings, there was a net increase of $27 in outstanding mort
gages for every $100 of new loans. In 1941, new loans increased to 
$3,810,000,000, and there was a net increase of $26 in outstanding 
loans for every $100 of new loans. However, in 1942 and 1943, 
despite the fact that total new loans of $3,155,000,000 and $3,183,
000,000, respectively, were not much below the total amount loaned 
during 1940, there was a decrease of $6 in outstanding loans for each 
$100 of new loans made during 1942 and $12 during 1943.  

The two most important reasons why the home-mortgage debt is not 
now increasing, despite the volume of home mortgages made, are the 
rapid repayment of mortgage loans at the present time made possible 
by high incomes and also the shift in mortgage lending from construc
tion loans to home-purchase loans. Loans for the latter purpose, 
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which represent an increasing proportion of the total, are frequently 
offset in large part by the cancellation of existing mortgages. The 
same is true of refinancing loans.  

Increased strength of savings and loan associations.-During the 
calendar year 1943, the assets of reporting member savings and loan 
associations of the Federal Home Loan Bank System increased from 
$5,025,451,000 to $5,538,600,000.- Liquid assets increased even more 
rapidly. Cash increased about $51,000,000 to a total of about 
$387,000,000. Holdings of United States Government obligations 
increased from $259,678,000 to $738,648,000. / Because of the great 
increase in cash and Government securities held by member asso
ciations, these holdings on December 31, 1943, were 24 percent of 
total private repurchasable capital as compared with 14.5 percent for 
December 31, 1942, and 9.4 percent for the preceding year. The 
increase in assets and liquidity, together with the disposition of the 
real-estate overhang, discussed previously, has increased the'ability of 
the member associations and of the Federal Home Loan Bank System 
to meet postwar problems and to serve the public.  

FINANCIAL OPERATIONS 

Balance sheet.-The combined balance sheet for all member savings 
and loan associations for the calendar years 1942 and 1943 is presented 
in exhibit 10. During the 1943 calendar year, the assets of State
chartered insured associations increased from 26.7 percent of the total 
for all member associations to 28 percent; the assets of Federal savings 
and loan associations increased from 45.7 percent of the total to 47.2 
percent.  

For all member savings and loan associations, holdings of first
mortgage loans, including interest and advahces, increased from 
$3,989,514,000 to $4,047,693,000 during the 1943 calendar year, an 
increase of 1.5 percent. The first-mortgage loans held by Federals 
savings and loan associations increased by 3.3 percent during this 
period, while those held b y State-chartered insured associationhs 
increased by 7 percent.  

There was a 44.3 percent decline from $124,752,000 to $69,512,000 
in the real estate owned by member associations during the calendar 
year 1943. The rate of decrease was practically the same for Federal 
(42.2 percent) as for State-chartered insured associations (41 percent).  

Growth in liquidity.-Growth in liquidity is indicated by the fact 
that the cash held by all nmember savings and loan associations 
increased from $336,281,000 to $387,229,000, an increase of 15.2 
percent. Cash held by Federal savings and loan associations in
creased 12.8 percent, while the greatest percentage increase was 
experienced by cash holdings of all State-chartered insured member 
associations, 27.8 percent. Holdings of United States Government 
obligations by member associations increased rapidly during the year.  
For all member associations, the growth was from $259,678,000 to 
$738,648,000, or 184.4 percent. For State-chartered insured asso
ciations the increase was 174.2 percent, while the most rapid growth 
was that of Federal savings and loan associations, whose holdings of 
United States Government obligations rose 215 percent.  

On the capital and liability side of the ledger, private repurchasable 
shares of member savings and loan associations increased 14.4 percent
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compared with an increase of 19.9 percent for Federal savings and 
loan associations, and 19.6 percent for State-chartered member 
insured associations. Advances from the Federal Home Loan Banks 
and other borrowed money decreased from $142,682,000 on December 
31, 1942, to $127,017,000 a year later, a drop of 11 percent.' The 
advances ,and borrowings of Federal savings and loan associations 
remained almost unchanged during the year, experiencing a drop of 
only 2 pqrcent, while the advances and borrowings of insured State
chartered associations decreased by 17.1 percent.  

General reserves, undivided profits, and surplus held by all member 
savings and loan associations rose from $368,401,000 on December 31, 
1942, to $409,928,000, a year later. However, because of the increase 
in total assets, 'general reserves, undivided profits, and surplus in
creased only from 7.3 percent of total assets.to 7.4 percent during the 
calendar year. For both Federal savings and loan associations and 
State-chartered insured associations, there was little change in 
geneial reserves, undivided profits, and surplus considered as a 
percentage of total assets.  

Statement of operations.-The combined statement of operations for 
all reporting member associations, Federal associations, State
chartered insured associations, and State-chartered uninsured associa
tions is presented in exhibit 11. For the 3,681 reporting member 
savings and loan associations, gross operating income to-taled 
$255,051.211. Of this, 86.94 percent was obtained as interest from' 
mortgage loans. For State-chartered insured associations, the per
centage was 85.13 percent; for Federal associations, 87.94 percent; 
and for uninsured State-chartered associations, 87.11 percent. The 
proportion of income obtained from mortgage loans decreased slightly 
from earlier years because of the fact that the associations are holding 
a large proportion of assets in the form of Government securities.  

Of net income received, 70.26 percent was paid out as dividends by 
the reporting member associations. State-chartered insured associa
tions paid 70.60 percent of net income as dividends, State-chartered 
uninsured associations paid 73.83 percent, and Federal associations 
paid 67.83 percent, the'smallest percentage of net income as dividends.  
Approximately one-fourth to three-tenths of net income was trans
ferred to reserves and undivided profits.  

FEDERAL HOME LOAN BANK DIETR1CTS 

For purposes of the Federal Home Loan Bank System, the Nation 
has been divided into 12 Federal Home Loan Bank Districts, in each of 
which a Federal Home Loan Bank is located. Each Bank makes credit 
and deposit facilities available to associations within its District. The 
names and addresses of the 12 Federal Home Loan Banks and the area 
served by each are given in exhibit 12. The operations of these banks 
are discussed in detail in chapter III.
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