
LETTER OF TRANSMITTAL 

FEDERAL HOME LOAN BANK BOARD, 
Washington, January 17, 1936.  

SIR: Pursuant to the requirements of section 20 of the Federal 
Home Loan Bank Act, we have the honor to submit herewith the 
third annual report of the Federal Home Loan Bank Board, which, 
unless otherwise stated, covers operations for the first 6 months of 
the calendar year 1935 (a) of the Federal Home Loan Banks, (b) 
the Federal Savings and Loan Division, (c) the Home Owners' Loan 
Corporation, and (d) the Federal Savings and Loan Insurance 
Corporation.  

Respectfully, 
JOHN H. FAHEY, Chairman, 
T. D. WEBB, 
W. F. STEVENSON, 
FRED W. CATLETT, 
H. E. HOAGLAND, 

Members.  
The SPEAKER OF THE HOUSE OF REPRESENTATIVES.  
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THIRD ANNUAL REPORT OF THE FEDERAL HOME LOAN 
BANK BOARD 

THIS REPORT EMBRACES THE FOUR ACTIVITIES DIRECTED BY 
THE FEDERAL HOME LOAN BANK BOARD 

The work of the Federal Home Loan Bank Board embraces four 
separate activities. Its main purpose is to give greater security to 
people of small or moderate means in the ownership of their homes, 
and in the investment of their savings. It touches directly or in
directly every urban home owner and every individual whose savings 
are invested directly or indirectly in home mortgage loans or in home
financing institutions. The original purpose of the Board was to 
supervise the operation of the Federal Home Loan Bank System 
which was created July 22, 1932, to serve as a central credit agency 
for private home-financing institutions. The system, operating 
through 12 regional banks, had a membership of 3,324 institutions 
as of June 30, 1935. The membership consists primarily of savings 
and loan associations with a number of savings banks, insurance 
companies, and other types of home-financing institutions to which 
eligibility is confined.  

On June 13, 1933, the responsibilities of the Federal Home Loan 
Bank Board were increased by the Home Owners' Loan Act of 1933.  
This act created the Home Owners' Loan Corporation and appointed 
as directors of the Corporation the members of the Federal Home 
Loan Bank Board.  

WORK OF THE HOME OWNERS' LOAN CORPORATION 

On June 27, 1935, the Corporation had closed 880,378 loans to 
the total amount of $2,657,369,111. Of this large sum, $2,323,829,534 
went to mortgagees and through them benefited individual savers 
and investors. It also helped to equip mortgagees to resume mortgage 
lending. A total of $233,848,482 was disbursed in cash to county 
and municipal treasuries to pay delinquent taxes; $45,680,895 was 
paid in cash to laborers and manufacturers for the maintenance and 
repair of home property in which the Corporation held an interest; 
and approximately $53,990,200 was paid to appraisers, attorneys, 
and investigators as professional fees. From these figures it is clear 
that the work of the Corporation benefited not only distressed home 
owners but a host of individuals who were financially affected by 
their plight.  

Mortgage relief through the Home Owners' Loan Corporation, how
ever, is only a temporary and incidental part of the work of the 
Federal Home Loan Bank Board. The Home Owners' Loan Corpora
tion with its legal life of 18 years is but one of the four agencies under
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2 ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 

the Board's supervision. The other three agencies are permanent.  
They have for their objective the development of American home 
finance, through private lending institutions, along sounder lines 
than those which led so many home owners and small savers to disaster 
in the past.  

These long-run purposes of the Board in the interest of the entire 
public are: 

First, protecting through insurance, savings invested in home
financing institutions.  

Second, making ample credit available to home owners on liberal 
terms, through private home-loan agencies.  

Third, enabling American families to finance or refinance the 
purchase and ownership of their dwellings at lower cost, through an 
improved type of long-term mortgage loan from private lenders which 
can be paid off conveniently over a period of years.  

All three of these objectives of the Board are of advantage to all 
home owners whether or not in distress. All three of them serve 
home owners directly through private financial institutions, and only 
indirectly through Government supervision and cooperation under 
the Federal Home Loan Bank Board.  

FEDERAL SAVINGS AND LOAN ASSOCIATIONS 

The Home Owners' Loan Act of 1933 provided also for a new form 
of permanent, local thrift institutions, known as Federal savings and 
loan associations, the chartering and supervision of which were placed 
under the Bank Board. This legislation, which for the first time 
made charters granted by the Federal Government available to mutual 
savings and loan associations, marked an important epoch in the 
history of home ownership and the encouragement of thrift. Under 
the law, the accounts in these associations must be insured with the 
Federal Savings and Loan Insurance Corporation, an instrumentality 
created by the Federal Government. They must also be members 
of the Home Loan Bank System so that they may easily and quickly 
secure ample funds when needed. Membership also places them in 
a position to borrow from the bank system to lend on mortgages.  
To help and encourage the development of these associations, the 
Government provided a fund which for the present allows the Bank 
Board to invest in these associations on the same basis as the smallest 
investor. When conditions warrant, the Board is authorized to make 
a larger investment than the local shareholders. Thus, through 
these associations the Government is entering into partnership with 
private investors in providing money for home financing and increased 
safety for individual investments in such associations.  

FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 

On June 27, 1934, Congress established the Federal Savings & Loan 
Insurance Corporation for the purpose of insuring up to $5,000 the 
safety of investments in thrift institutions of the saving and loan 
type. The Federal Home Loan Bank Board was appointed as the 
Board of Trustees of this new corporation. Such insurance for thrift 
associations fills a long-felt need. It will eventually permit thousands 
of local institutions throughout the United States to attract a large
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ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD S 

volume of private savings at reasonable dividend rates. By doing 
so they can make loans to home owners on more liberal terms because 
their investors know that the safety of their funds is properly provided 
for. Never before has any such mutual protective measure been 
developed on a Nation-wide scale, in any country, for the encourage
ment of thrift and home finance through institutions of this type.  
A fund of $100,000,000 was set apart by Congress through the Home 
Owners' Loan Corporation as capital of the insurance corporation 
to safeguard the savings insured.  

These four separate agencies fit together into a definite plan for 
the benefit of the home owner and provide greater security for large 
numbers of people whose savings are invested in home mortgage lend
ing institutions. All four of the Board's agencies are designed to 
increase the volume and safety of private credit available for home 
mortgage loans, and to assist in making private lending terms conform 
to risk and to the convenience of the home owner.  

AMENDMENTS AFFECTING THE BOARD'S WORK 

In May of 1935 Congress adopted and the President signed a num
ber of amendments to the Federal Home Loan Bank Act, the Home 
Owners' Loan Act and the National Housing Act. In order to enable 
the Home Owners' Loan Corporation to complete its task of assisting 
distressed home owners, the Home Owners' Loan Act of 1933 was 
amended so as to extend the Corporation's authorized bond issue 
from $3,000,000,000 to $4,750,000,000. This additional amount is 
considered adequate to take care of all eligible applications on hand 
as well as any new applications filed during the 30-day period immedi
ately following approval of the amendments, during which time the 
corporation was authorized to accept new applications for loans.  

The provisions of the act were liberalized so as to make eligible 
as collateral mortgages on property on which there is located dwellings 
for not more than four families and which are used in whole or in part 
as the applicant's home. This provision was intended to eliminate 
misunderstanding which had existed as to the eligibility of property 
used for residential but also in part for business or commercial 
purposes.  

As a further means of encouraging sound and adequate home 
mortgage lending on the part of home-financing institutions which 
are members of the Federal Home Loan Bank System or whose 
accounts are insured under title IV of the National Housing Act, the 
Home Owners' Loan Corporation was authorized to invest in such 
institutions up to $300,000,000. Other amendments affecting the 
Federal Home Loan Bank Board and its agencies are listed and 
described in the appendix marked "Schedule 7".  

Because of the intimate relationship of the Federal Home Loan 
Bank Board and the four agencies under its direction, to other financial 
activities of the Federal Government, the Board, in the early part of 
1935, decided to adopt a fiscal year for each of the four agencies to 
conform to the fiscal year of the Government. However, the 12 
Federal home loan banks continue to employ the calendar year as 
their fiscal year. Insamuch as the Federal Home Loan Bank System, 
the Federal Savings and Loan System, and the Home Owners' Loan 
Corporation 'formerly operated on a calendar year basis, this report
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4 ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 

for each covers only the 6 months from January 1, 1935, to June 30, 
1935. The Federal Savings and Loan Insurance Corporation was 
originally set up with a fiscal year ending June 30 so that its report, 
here included, covers the full fiscal year of the Government; i. e., 
from July 1, 1934, to June 30, 1935. This change to the Government's 
fiscal year will, in the future, enable the Board to prepare its reports, 
have them printed, and in the hands of the Congress when it convenes 
in January of each year.  

PERSONNEL 

The total personnel employed directly by the Board as of June 30, 
1935, was 245. This figure does not include those employed directly 
by the Home Owners' Loan Corporation, Federal Home Loan Bank 
System, Federal Savings and Loan Division or the Federal Savings 
and Loan Insurance Corporation, but it does include many who 
were assisting in the work of these four agencies.
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FOURTH ANNUAL REPORT OF THE FEDERAL HOME 
LOAN BANK BOARD 

THIS REPORT EMBRACES THE FOUR ACTIVITIES DIRECTED BY 
THE FEDERAL HOME LOAN BANK BOARD 

The economic crisis which began in 1929 resulted in the disclosure 
of certain inherent fundamental weaknesses in the Nation's home
financing structure. As a result of fear and reduced income the 
public ceased investing in home-financing institutions, and funds 
available for such financing almost disappeared. At the same time 
investors in these institutions, and in particular in those of the sav
ings-and-loan type, withdrew, or endeavored to withdraw, their 
funds. As these thrift funds were invested in long-term home 
financing, the associations were unable to meet the demand. To re
lieve this situation and to prevent its recurrence in the future, Con
gress in 1932, by the Federal Home Loan Bank Act, created a reser
voir of credit from which home-financing institutions might secure 
funds to meet the reasonable withdrawal requests of their investors 
and supplement the savings ordinarily received from individual citi
zens to meet the home-financing needs of their communities. The 
Federal Home Loan Bank System was thus designed to stabilize and 
strengthen the agencies promoting private thrift and individual home 
ownership. It is prepared to extend to private home-financing in
stitutions the same type of credit upon essentially the same terms 
and conditions as those institutions extend to individual borrowers.  
The use of that credit as shown in detail in the later pages of this 
report has beeh gratifying.  

Before the Federal Home Loan Bank System could be set up and 
begin to function, economic conditions had become such that direct 
relief for home owners became a necessity. Foreclosures reached 
unprecedented figures and millions of our citizens were threatened 
with the loss of their homes. Congress responded to this emergency, 
in the special session of 1933, by creating the Home Owners' Loan 
Corporation, with authority to exchange its bonds for the home mort
gages of citizens in distress. The extent to which the Home Owners' 
Loan Corporation has achieved and is achieving the purposes of its 
creation is shown by the facts and figures presented later in this 
report.  

Briefly, it has helped more than a million families to save their 
homes. It has contributed materially toward a reversal of the down
ward trend in real-estate values. It has added to the cash resources 
of thousands of banks and home-financing institutions by exchang
ing negotiable bonds for frozen mortgages, and it has helped to re
vive and strengthen the desire for home ownership throughout the 
country. In the process of collecting the money lent, a duty placed 
upon the Corporation by Congress, it has been compelled to foreclose
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2 ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 

on many homes, but it must not be forgotten that all of those homes 
were either already lost under foreclosure or in imminent danger of 
foreclosure when the Corporation came to the relief of the home 
owner and gave him more time and opportunity to save his home if 
possible, and on easier terms than had ever before been available to 
him. Furthermore, as will appear later, the percentage of' fore
closures, when one takes into consideration all the circumstances 
affecting the making of these loans, is surprisingly small.  

When Congress, in 1933, came to consider measures for the relief 
of distressed home owners, it was also confronted with the almost 
equally urgent problem of devising ways and means of reviving and 
perpetuating private-home financing.  

Life-insurance companies and savings banks had virtually ceased 
to make loans for home-financing purposes. Building and loan as
sociations and other similar institutions were not only unable to 
meet any substantial demand for home-mortgage money, but, because 
of applications for withdrawal of capital by members and investors, 
were liquidating as rapidly as their borrowers could pay off their 
loans. It was obvious that if the American system of private home 
financing was to be revived as a truly effective instrument of indi
vidual home ownership, assistance beyond that afforded by the Home 
Owners' Loan Corporation must be given these institutions. There 
were, moreover, about 1,500 counties in the United States which, on 
June 13, 1933, had no local home-financing institutions whatever.  
The Home Owners' Loan Act of 1933, therefore, authorized the 
Federal Home Loan Bank Board to organize, incorporate, regulate, 
and develop local thrift and home-financing institutions to be known 
as Federal savings and loan associations, and to provide for the con
version into Federal savings and loan associations of State-chartered 
members of the Federal Home Loan Bank System.  

Substantial progress has been made in establishing Federal savings 
and loan associations. Public response to these institutions, evi
denced both by the private capital that they have received, and the 
home-mortgage loans they have made, fully attests to the wisdom 
of Congress in creating them.  

The financial panic of 1932-33 resulted in general public loss of 
confidence in financial institutions. Runs by depositors compelled 
banks, sound and unsound, to close their doors. Demands upon 
building and loan associations and other home-financing agencies 
for the withdrawal of private savings was of such magnitude and 
intensity as to render those institutions temporarily powerless to 
serve home-financing needs.  

This condition, together with the salutary results from insurance 
of bank deposits in 1933, caused the Congress, in 1934, to create the 
Federal Savings and Loan Insurance Corporation to insure the 
shares of Federal savings and loan associations, and upon applica
tion therefor, investments in such similar State-chartered institu
tions as could meet the Corporation's requirements.  

The results of this insurance, where tried for any length of time, 
have been to substitute confidence for doubt, investment of new 
capital for withdrawals, and to assist private thrift and home
financing institutions to resume the financing of homes in their 
respective communities.
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ANNUAL REPORT OF FEDERAL HOME LOAN BANK BOARD 3.

In summary, upon the Federal Home Loan Bank Board rests a 
large measure of the responsibility of providing adequate home
mortgage credit for the present and future home owners of America.  

The total volume of outstanding mortgages on nonfarm homes, 
housing not more than four families, is roughly estimated as of June 
30, 1936, at $17,500,000,000. Of this amount, a little more than one
sixth is held by the Home Owners' Loan Corporation in refinanced 
loans which would otherwise have been foreclosed, resulting both in 
loss to the home owner and in glutting the real-estate market by an 
accumulation of owned real estate in the hands of mortgage-lending 
institutions, many of which were already frozen or stagnant.  

Exclusive of the $3,000,000,000 of Home Owners' Loan Corpora
tion loans, the mortgages held by member institutions of the Federal 
Home Loan Bank System and those eligible for membership in the 
System constitute approximately 75 percent of the outstanding mort
gages held by all institutions on nonfarm homes housing not more 
than four families.  

These institutions are the trustees for the savings of millions of our 
people and have been responsible in the past for most of the mort
gage lending on urban homes. Their record of investment in new 
and refinanced mortgages during the past year maintains the normal 
ratio and is chiefly responsible for the recovery that has been made 
by the building industries.  

The extent to which the responsibility placed upon the Board has 
been thus far discharged is outlined in the following reports of the 
four agencies subject to the Board's jurisdit tion.
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