
VI. HOME OWNERS' LOAN CORPORATION

GENERAL OPERATIONS 

In the period from June 13, 1933, through June 12, 1936, the Home 
Owners' Loan Corporation loaned $3,093,451,321 to refinance the 
mortgage loans of 1,017,821 individuals, all of whom were-in danger 
of losing their homes. Because of the financial conditions prevailing 
then and later, some of these home owners, despite the Corporation's 
efforts, were unable to work out of their difficulties. However, the 
Corporation's activities, since the beginning of its existence, have 
enabled more than 800,000 American families to avoid foreclosure in 
an unprecedented emergency program to support home ownership.  

Because of the necessity of foreclosing on some of these properties, 
the Home Owners' Loan Corporation's original investment was in
creased by the capitalization of delinquent interest and taxes, fore
closure and acquisition costs, and reconditioning costs.- In addition, 
the Corporation was forced to advance supplementary amounts in
servicing these loans, primarily to make funds available to pay delin
quent taxes. The total of these advances and capitalizations through 
June 30, 1945, was $396,085,258. The Corporation's lending program 
for the support of American home ownership had, therefore, resulted 
by that time in a gross cumulative investment of $3,489,536,579.  

Since the end of the HOLC lending period on June 12, 1936, the 
Corporation's efforts have been devoted to the liquidation of its 
affairs as economically as possible. On June 30, 1945, the balance of 
mortgage loans, vendee accounts, and property accounts was 
$969,227,207, a decrease of $286,942,103, or 22.8 percent, from the 
balance of $1,,256,169,310 at the beginning of the reporting period.  
Of the $3,489,536,579,grosg cumulative investment, $2,520,309,371, 
or 72.2 percent, had been liquidated at the end of the 1945 fiscal year.  
The reduction in these assets is summarized in the following table: 
Original amount loaned-------------------------------- $3, 093, 451, 321. 01 
Subsequent advances to borrowers, net additions included in 

capitalized value of properties, etc--------------------- 396, 085, 257. 59 

Original loans plus advances, capitalized additions, etc_--- 3, 489, 536, 578. 60 
Outstanding on June 30, 1945: 

Mortgage loans and advances ------- $647, 023, 618. 82 
Vendee accounts, advances, and un

posted advances----------------317, 591, 713. 75 
Property acquired- and in process of 

acquisition---------------------- 4, 611, 874. 54 

Total outstanding----------------------------- 969, 227, 207. 11 

Net reduction in mortgage and property assets__ 2, 520, 309, 371. 49 

In order to stimulate the home-mortgage market, Congress, in 1935, 
authorized the Home Owners' Loan Corporation to invest in the share 
capital of savings and loan associations. The cumulative investment 
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made by the Corporation in such associations by the end of the 1945 
fiscal year was $223,85&,710. The total of $46,529,250 of this invest
ment which remained outstandinig at the beginning of the 1945 fiscal 
year was reduced to $26,232,950 one year later. The Corporation has 
received dividends from these investments which have been available 
to offset part of the loss from the properties which the Corporation 
has had to take over. Cumulatively to June 30, 1945, these dividends 
aggregated $43,339,222. 

The Corporation has used the funds received from the liquidation 
of debtor and property accounts and retirement of investments in 
savings and loan associations to-reduce its bonded indebtedness.  
The outstanding unmatured bonds of the Corporation at the end of 
the fiscal year 1945 totaled $1,009,982,000. This represented a reduc
tion of 71.1 percent from the total of $3,489,453,550 of bonds which 
had been issued for value.  

All payments upon principal of loans made by the Corporation 
miust, in accordance with the Home Owners' Loan Act of 1933, as 
amended, be applied to retire the Corporatioh's bonds. The Corpora
tion also applies to bond retirement certain other receipts such as 
amounts received as a result of the repurchase of shares in savings 
and loan associations. The total applied to the retirement of bonds 
through June 30, 1945, was $2,469,022,830. Funds in this amount.  
have been deposited with the Treasurer of the United States and have 
been used or are available for use to retire bonds as shown in the 
following table: 

Disposition of funds allocated (through June 30, 1945) to bond-retirement fund 

Applied-to retirement of bonds-_ ----------------------- $2, 469, 022, 830. 4(6 
Deposited for matured or called bonds on which interest has 

ceased--------__ ------------------------------------ 10, 317,775. 00 
Available for future retirement of unmatured bonds ------ 86. 334. 35 

Gross amount deposited in bond-retirement fund-_ 2, 479, 426, 939. 81 
Balance due retirement fund for June 1945 deposited in July 

1945--------------------------------------- 1, , 958. 79 

Total applicable to bond retirement-- _----_---------2, 481, 027, 898. 60 

The most important refinancing operation carried out by the Home 
Owners' Loan Corporation during the fiscal year 1945 was represented 
by the issuance of $754,000,000 of 1 percent series T bonds, the pro
ceeds of which were used to refinance the 1% percent series M bonds.  
Repayments made by the Corporation on the series S bonds reduced 
the outstanding bonds of this series from $580,000,000 on June 30, 
1944, to $255,982,000 on June 30, 1945.  

The average interest rate on the outstanding bonds of the Corpora
tion (exclusive of bonds on which interest has ceased) was reduced 
during the year largely because of the refinancing of the series M 
bonds. At the beginning of the fiscal year 1945, the average interest 
rate was 1.283 percent, while at the end of the year the rate on all 
outstanding unmatured bonds was 1 percent.  

The Corporation has reduced personnel and administrative expenses 
rapidly in recent years. The total personnel of the Corporation was 
reduced from 2,397 employees on July 1, 1944, to 1,746 one year later, 
a reduction of 27.2 percent.
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Administrative expenses were $6,903,051 during the current report
ing period compared with $9,078,615 during the preceding period, 
a reduction of 24 percent.  

Three field stations were closed by the Corporation during the 1945 
fiscal year. On June 30, 1945, the HOLC operated eight regional 
offices and five field stations. These stations were established 
strategically at points of loan concentration where their presence 
permits economies in travel time and expense which more than offset 
the small cost of operation. Collection facilities are maintained in 
four of the five field stations.  

STATUS OF ACCOUNTS 

During the 3 years of lending operations, the Home Owners' 
Loan Corporation made loans to 1,017,821 individuals. The cumu
lative number of accounts had increased to a total of 1,019,788 as of 
June 30, 1945, because of -divisions of property, partial gales of prop
erties owned, and other reasons. On that date, these accounts were 
classified as follows: 
Accounts terminated --------------- --- 486, 392 
Original mortgage loans ------ ------- 405, 508 
Vendee accounts ----------------------------------------------- 126, 987 
Properties owned and in process of acquisition ---------------- 901 

Total--------------------------------------------------1,019, 788 

It will be observed that these accounts are of three major types
those which have been terminated, those which represent outstanding 
debtor accounts, and those which represent property owned. These 
will be discussed separately in the three following sections.  

Accounts terminated.-Of the cumulative number of 1,019,788 
accounts, 486,392, or almost one-half, have been terminated. Pay
ment in full of original mortgage loans accounted for 418,144 of the 
accounts terminated. Of the remainder, payment in full of vendee 
accounts caused 53,008 terminations; cash sales of acquired properties 
accounted for 14,865 terminations;-charge-offs of mortgage loans and 
vendee accounts caused 227 terminations; and 148 accounts were 
terminated through the charge-off or consolidation of property 
accounts. Of the 486,392 accounts terminated, 113,529 were termi
nated during the fiscal year 1945 alone.  

Mortgage and vendee accounts.-A total of 532,495 mortgage and 
vendee accounts were outstanding at the end of the reporting period.  
Of these, 189,704 had been extended in accordance with the Mead
Barry Act of 1939 which provided that amortization periods could 
be extended in justifiable-cases up to 25 years from the date of execu
tion of the mortgage held by the Corporation.  

At the end of the fiscal year 1945, 80 percent of the Corporation's 
outstanding accounts were paid on schedule. Experience has been 
gratifying with the loans which were extended from the original 15 
up to a maximum of 25 years, beginning in 1939 under authorization 
of the Mead-Barry Act. When the extensions were granted, all of 
these borrowers were behind in their payments. On June 30, 1945, of 
the 185,551 outstanding mortgage loans which had been extended, 
138,956, or 74.9 percent, were paid on schedule. Of the 4,153 out
standing vendee accounts which had been extended, 3,063, or 73.8
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percent were paid on schedule. Many foreclosures with resultant 
losses to the Corporation have been averted through these extensions 
which cut down required monthly payments.  

From the beginning of its operati6ns, the Home Owners' Loan 
Corporation has been following the practice of servicing its loans 
individually.. This permitted the Corporation to locate causes of 
trouble and to take action to avoid foreclosure. As part of this serv
icing program, the Corporation collects funds from borrowers on a 
monthly installment basis and holds these funds for the payment 
of taxes and insurance. This procedure assists borrowers to avoid tax 
difficulties and has the advantage to the Corporation that it reduces 
administrative expenses by eliminating the necessity for searching tax 
records to determine whether delinquencies exist. The proportion 
of such accounts increased from 61.7 percent of outstanding loan 
accounts at the beginning of the 1945 fiscal year to 65.5 percept at 
the end of the year.  

Properties acquired, including those subject to redemption.-From the 
time that it commenced operations until June 30, 1945, the Home 
Owners' Loan Corporation acquired 197,921 properties as a result of 
foreclosures, abandonments, etc. In addition to these, the Corpora
tion held 191 properties on June 30, 1945, which had been foreclosed 
or acquired subject to redemption. Of the Corporation's property 
acquisitions, 194,083 were of properties covered by original mortgage 
loans. - Accordingly, it can be said that, of the 1,017,821 original 
mortgagors, all of whom faced loss of their properties under the 
conditions prevailing from 1933 to 1936, 823,738, or 80.9 percent, 
were saved from foreclosure through the operations of the Home 
Owners' Loan Corporation.  

The properties acquired during the 1945 fiscal year totaled 432 as 
compared with 930 during the previous fiscal year. During the 
reporting period, the Corporation disposed of 4,990 properties as 
compared with 21,512 during the fiscal year 1944.  

Property accounts.-The Home Owners' Loan Corporation has 
succeeded in selling practically all of its acquired properties. The 
rapid decrease in the number of properties which the Corporation
owned or to which it was acquiring title is shown in the following table: 

Properties owned or in process of pcquistzon 

June 30, 1941 -------------- 49, 419 June 30, 1944--------------- 5, 459 
June 30, 1942---------------37, 998 June 30, 1945 --------------- 901 
June 30, 1943---------------26,041 

Of the 197,921 properties which the Corporation acquired and-had 
available for sale, it had disposed of 197,211, or 99.6 percent up to 
June 30, 1945. During the last few years the combined capital value 
of properties which the Corporation owned or to which the Corporation 
was in process of acquiring title decreased as in the following table: 

Capdtal value of properties owned or ,n process of acqusiton 

June 30, 1942---------$262, 307, 276 June 30, 1944 -------- $36, 063, 486 
June 30, 1943-_-------- 191, 298, 828 June 30, 1945--------- 4, 611, 875 

As of June 30, 1945, sale of Corporation-owned properties had 
resulted in a total cumulative loss, including brokers' commissions and 
selling costs, of $334,335,775. In addition to these losses, other losses
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which included principal and interest losses on mortgage loans and 
vendee accounts, properties charged off, fire and other hazards, and 
fidelity and casualty losses, etc., amounted -to $1,313,715. As a 
result, total book losses from all sources cumulative through the close 
of the fiscal year 1945 totaled $335,649,490.  

As of June 30, 1945, the Corporation had earned a cumulative net 
income of $243,319,544, before provision for losses. After deducting 
these earnings, the Corporation's losses in excess of its net earnings 
as of June 30, 1945, were $92,329,946. This compares with losses in 
excess of net earnings as of June 30, 1944, in the amount of 
$106,879,442. Accordingly, the total losses after deducting net in
come were reduced by $14,549,496 during the fiscal year 1945.  

The loss figures for properties sold include brokers' commissions, 
selling costs, and the difference between the actual sales prices and 
the capitalized value shown on the Corporation's books. Capitalized 
value inclides the unpaid principal of the foreclosed loans, delinquent 
interest and taxes, foreclosure and acquisition costs, and recondition
ing costs. This indicates that a large part of the book losses reflects 
the cost of leniency to borrowers who eventually had to be foreclosed.  

Although the Corporation sells its acquired properties as promptly 
as possible, some time may elapse before buyers can be found for 
specific properties. Pending sale, therefore, most of these properties 
are rented. On June 30, 1945, properties owned by the Corporation 
contained 1,420 rental units, of which 294 were not available for rental 
because they were in the process -of repair, held vacant for sale, or 
adversely occupied. The remaining 1,126 units were available for 
rental and of these, 863, or 76.6 percent were rented.  

For the 1945 fiscal year, the Corporation's gross operating income 
from rental of properties was $938,446. Gross expense for rented 
and unrented properties, not including interest and administrative 
expenses, was $956,104. For the year, therefore, the Corporation 
had a net operating deficit from property of $17,658. From the 
beginning of operations until June 30, 1945, net operating income 
from properties owned by the Corporation wgs $25,701,288.  

Financial statements.-The balance sheet of the Home Owners' 
Loan Corporation for June 30, 1945, is presented in exhibit 27.  
During the reporting period, as a result of the Corporation's progress 
in liquidation, total assets decreased 24.4 percent. Exhibits 28 and 
29, -respectively, present statements of income and expense for the 
fiscal year 1945 and for the period from the beginning of operations 
through June 30, 1945. Operating and other income for the fiscal 
year 1945 totaled $52,409,449. Total expenses, including interest on 
bonded indebtedness, decreased to $22,554,185 for the reporting 
period. This left a net income of $29,855,264 before provision for 
losses. After allowance for the reserves necessary to meet future 
estimated losses, the Corporation's net income for the fiscal year 1945 
was $27,997,417. The difference between this figure-and the net 
reduction of $14,549,496 mentioned previously is accounted for by a 
reduction in the reserve balance for future losses.  

In cpmparison, operating and other income for the fiscal year 1944 
was $71,339,093. Total expenses including interest on bonded in
debtedness for the same period were $47,713,019, leaving a net income 
for the fiscal year 1944, before provision for losses, of $23,626,074.
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After allowance for the reserves necessary to meet estimated future 
losses, the Corporation had a loss of $16,507,173 for the fiscal year 
1944.  

During the fiscal year 1945, the Corporation's gross income con
tinued the decline of previous years, due to the rapid reduction of 
the assets of the Corporation. However, partly because of refunding 
operations, which decreased substantially the interest on the Cor
poration's bonded indebtedness, expenses decreased even more rapidly 
than gross income. - Accordingly, the Corporation's net income, before 
provision for losses, increased during the year. In addition, because 
the Corporation has now liquidated most of its properties, it was 
possible to reduce the provision for losses on mortgage loans, interest, 
and property. As a result, only $1,800,000 was set aside for this pur
pose during the fiscal year 1945, as compared with the $40,000,000 
set aside during the fiscal year 1944. The remaining balance of this 
reserve for future losses decreased from $27,206,888.02 to $13,758,
633.27 during the 1945 fiscal year.  

The netincomeof the Corporation, after provision for losses, changed 
from a deficit of $16,507,173 during the fiscal year 1944 to a net income 
of $27,997,417 during the fiscal year 1945. At the beginning of the 
1945 fiscal year the Corporation had a deficit of $134,086,330 as a 
result of its unpreced6nted program to save the Nation's home owners 
from foreclosure. The Corporation's net income of $27,997,417 
during the reporting period, plus an adjustment of $333.05 for un
identified payments, reduced this deficit to $106,088,580 as of June 
30, 1945.
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dividends declared through June 30, 1946, for each of these 
associations.  

Pei centage Cumulative 
of liquidating percentage of 

dividends liquidating 
Association declared dividends 

du inmg the declared 
fiscal year through June 

1946 30, 1946 

Percent Percent 
Security Federal Savings and Loan Association of Guymon, Guymon, Okla- 3 100 
Community Federal Savings and Loan Association of Independence, Inde

pendence, Mo----------------------- ------------------------------------- -------------- 100 
Aetna Federal Savings and Loan Association, Topeka, Kans-- ------------ 10 75 
First Federal Savings and Loan Association of Oklahoma, Oklahoma City, 

Okla _ _..-------- ----------------------------- 40 85 

VII. HOME OWNERS' LOAN CORPORATION 

Ten years of liquidation 
On June 12, 1936, the 3-year lending period of the Home Owners' 

Loan Corporation terminated. Since that time, the major activity of 
the Corporation has been the liquidation of its great volume of loans.  
The results attained during this 10-year period of liquidation have been 
extremely favorable. Of the total lending of approximately 31/ bil
lion dollars, about four-fifths has been liquidated. Less than three
quarters of a billion dollars of the cumulative investment was outstand
ing at the end of the 1946 fiscal year.  

The loans of the Corporation were originally made to refinance the 
mortgages of more than a million American home owners who were 
victims of the depression. Most of these home owners were in arrears 
nearly 2 years on principal and interest and 3 years on taxes. At the 
time, it was felt that this rescue operation might result in a loss to the 
Government of one-half billion to a billion dollars. Instead, at the 
end of 10 years of liquidation, it now appears that, when liquidation 
of the remaining loans is completed, the Corporation will have repaid 
the 31  billion dollars of bonds guaranteed by the Government and 
will be able to return, without impairment, the 200 million dollars of 
capital originally subscribed by the Government.  

In the course of its operations, the Corporation extended a helping 
hand to thousands of financial institutions by taking over almost 
$2,000,000,000 of their mortgage loans at a time when no other re
financing was available. The Corporation also helped thousands of 
local government units by advancing $485,000,000 to pay taxes, many 
of which were seriously delinquent. Not least, the Corporation initi
ated loan plans which have had a beneficial influence on the entire 
structure and procedure of home financing.  

Of 198,114 properties which the Corporation had to take over and 
which were available for sale, all but 127 had been sold by June 30, 
1946. Losses from the sale of these properties totaled approximately 
$336,274,000, which was increased to $337,637,000 by losses from other 
sources. Operating net earnings have reduced this to about $68,
594,000. These figures do not take into consideration cumulative divi
dends due the Corporation from its investment in the capital of the 
Federal Savings and Loan Insurance Corporation. Of. the loan ac
counts, 574,000 have been paid in full, including 102,557 which were
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repaid during the 1946 fiscal year. More than two-thirds of the re
maining accounts have balances -of less than $2,000 and more than two
fifths have balances of less than $1,000.  

How far the liquidation of the Corporation has progressed may 
readily be seen by comparing administrative expenses of $37,427,000 
during its peak year with expenses of only $5,442,000 during the fiscal 
year 1946. By June 30, 1946, Home Owners' Loan Corporation per
sonnel had decreased from its peak of 21,000 to 1,287.  

An important factor in contributing to this record was the 15-year 
monthly payment, direct reduction type of loan which proved to be 
the safest and most economical type of home mortgage ever available 
in this country. The lenient collection policy of the Corporation, to
gether with the servicing methods which it developed to help home 
owners, also contributed greatly. The successful outcome of this lend
ing operation stands as a demonstration of the respect of borrowers 
for their financial obligations to their Federal Government which ex
tended a helping hand to them in a time of crisis.  

General operations 
From June 13, 1933, through June 12, 1936, the Home Owners' Loan 

Corporation loaned $3,093,451,321. These loans were made to finance 
the home mortgages of 1,017,821 individuals who were unable to 
finance their loans elsewhere and were, therefore, dependent on the 
credit of the Federal Government. The financial conditions prevail
ing then and later were so adverse that some of these home owners, 
despite the efforts of the Corporation, were unable to work out of their 
financial difficulties. However, the Corporation did enable more than.  
800,000 American families to avoid foreclosure, either then or later, on 
these properties.  

The Home Owners' Loan Corporation's original investment has been 
increased by the capitalization of delinquent interest and taxes, fore
closure and acquisition costs, and reconditioning expenses. The Cor
poration has also made supplementary advances, largely to enable 
borrowers to pay delinquent taxes. From the beginning of operations 
through June 30, 1946, these advances and capitalizations totaled 
$397,512,367. As a result, the Corporation's gross cumulative invest
ment to assist home ownership has been $3,490,963,688.  

Liquidation of this investment has proceeded rapidly. At the end 
of the 1946 fiscal year, the balance of mortgage loans, vendee accounts, 
and property accounts was $736,144,542, a decrease of 24 percent from 
the balance of $969,227,207 at the beginning of the year. Accordingly, 
of the $3,490,963,688 gross cumulative investment, $2,754,819,146, or 
78.9 percent, had been liquidated by the end of the reporting period.  
The reduction in these assets is summarized in the following table: 
Original amount loaned---------- ------------------- $3, 098,451, 321. 01 
Subsequent advances to borrowers, net additions included in 

capitalized value of properties, etc -------------------- 397, 512, 366. 99 
Original loans plus advances, capitalized additions, etc--- 3, 490, 963, 688. 00 
Outstanding on June 30, 1946: 

Mortgage loans and advances ---- $484, 415, 583. 74 
Vendee accounts, advances, and un

posted advances 250, 887, 618. 52 
Property acquired and in process of ac

quisition -------------- 841, 339. 85 
Total outstanding - ---------- 736,144, 542.11 

Net reduction in mortgage and property assets -------- 2, 754, 819, 145. 89
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Congress in 1935 authorized the Home Owners' Loan Corporation 
to purchase shares of savings and loan associations in order to make 
funds available to stimulate the local financing of home loans. The 
cumulative investment in savings and loan shares made by the Corpo
ration totaled $223,856,710 by June 30, 1946. Of this investment, only 
$17,984,250 remained outstanding at the end of the 1946 fiscal year, 
as compared with $26,232,950 at the beginning of the year. Dividends 
aggregating $44,086,234 have been received by the Corporation from 
these investments.  

The Home Owners' Loan Act of 1933 requires that all payments 
upon principal of the Corporation's loans must be used to retire out
standing bonds. In order to retire bonds, the Corporation also uses 
certain other receipts such as amounts received as a result of the re
purchaseof shares in savings and loan associations. By the end of the 
reporting period, the total applied to bond retirement was $2,746,
879,530. The amounts deposited with the Treasurer of the United 
States and used or available to retire bonds are shown in the following 
table: 

Disposition of funds allocated (through June 30, 1946) to bond retirement fund 

Applied to retirement of bonds------------- -- - $2, 746, 879, 530.46 
Deposited for matured or called bonds on which interest has 

ceased ------------------- 5, 461, 075. 00 
Available for future retirement of unmatured bonds ---- 88, 999. 38 

Gross amount deposited in bond retirement fund --- 2, 752, 429, 604. 84 

Balance due retirement fund for June 1946 to be deposited in 
July 1946_ --------------------------- 620, 882.04 

Total applicable to bond retirement_ ------- 2, 753, 050, 486. 88 

As a result of bond retirements, the outstanding unmatured bonds 
of the Corporation on June 30, 1946 totaled $737,000,000 or 78.9 percent 
less than the total amount of $3,489,453,550 of bonds which had been 
issued for value.  

The most important bond operation carried out during the fiscal 
year 1946 by the Home Owners' Loan Corporation was the repayment 
of the remaining balance of the 1 percent series S bonds. The 
amount of these bonds outstanding on June 30, 1945 totaled $255,982,
'000. This entire amount was repaid during the following year. The 
interest rate now paid on all outstanding unmatured bonds of the 
Corporation is 1 percent.  

The personnel and administrative expenses of the Corporation have 
been reduced rapidly in recent years. The number of employees of 
the Corporation on June 30, 1946 was 1,287 as compared with 1,748, 1 
year before. The Corporation's administrative expenses of $5,442,226, 
during the 1946 fiscal year were 21.2 percent less than the administra
tive expenses of $6,903.051 during the preceding year.  

At the beginning of the reporting period, the Home Owners' Loan 
Corporation was operating eight regional offices. Of these, the At
lanta regional office was closed during the reporting period, and the 
Omaha and Cincinnati regional offices were closed shortly after the 
fiscal year had ended.  

In addition, the Home Owners' Loan Corporation still operates five 
field stations. These stations were established strategically at points
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of loan concentration in order to permit economies in travel time and 
expense which more than offset the small cost of operation. Collection 
facilities are maintained in four of the five field stations.  

Status of accounts 
As previously shown, the Home Owners' Loan Corporation made 

loans to 1,017,821 individuals during its 3 years of lending operations.  
Because of divisions of properties, partial sales of properties owned, 
and other reasons, the cumulative number of accounts had increased 
to a total of 1,019,788 by June 30, 1946. These accounts were classified 
then as follows: 

Accounts terminated ---------------- 589, 272 
Original mortgage loans -------------- 323, 851 
Vendee accounts --------------- -- 106, 456 
Properties owned and in process of acquisition --- _ -- 209 

1, 019, 788 

These accounts are of three major types: (1) Accounts which have 
been terminated, (2) those which represent outstanding debtor ac
counts, and (3) those which represent property owned. These types 
of accounts are discussed separately in the three following sections.  

(1) Accounts terminated.-Of the total number of accounts, 589,272, 
or substantially more than one-half, have been terminated. Of these 
terminations, 499,747 resulted from payment in full of original mort
gage loans. Payment in full of vendee accounts resulted in 73,962 
terminations, and cash sales of acquired properties caused 15,185 ter
minations. There were 226 mortgage loans and vendee accounts 
charged off, and 152 accounts which were terminated through the 
charge-off or consolidation of property accounts. Of 589,272 termina
tions, 102,880 occurred during the reporting period.  

(2) Mortgage and vendee accounts.-On June 30, 1946, there were 
430,307 mortgage and vendee accounts still outstanding. Of these 
outstanding accounts, 165,547 had been extended under the Mead
Barry Act of 1939, which provided that amortization periods could be 
extended in justifiable cases up to 25 years from the date of execution 
of the mortgage held by the Corporation.  

Approximately 80 percent of the Corporation's outstanding accounts 
were paid on schedule at the end of the reporting period. For the 
loans extended from the original 15 years to not more than 25 years 
under authorization of the Mead-Barry Act, the results have been 
especially noteworthy. All of these borrowers were behind in their 
payments when the extensions were granted. By June 30, 1946, there 
were 123,317, or 76.1 percent of the outstanding extended mortgage 
loans, which were paid on schedule. By reducing the required monthly 
payments, these extensions have averted many thousands of foreclo
sures which would have resulted in losses to the Corporation.  

The Home Owners' Loan Corporation has devoted much effort to 
individual servicing of its loan accounts. This servicing has enabled 
the Corporation to locate causes of trouble and to take prompt action 
to avoid foreclosure. As part of this servicing program, the Corpora
tion collects funds from borrowers on a monthly installment basis for 
the payment of taxes and insurance. This procedure assists borrowers 
to avoid tax difficulties and reduces the Corporation's expenses by 
eliminating the necessity for searching tax records to determine
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whether delinquencies exist. The proportion of such accounts in
creased from 65.5 percent of outstanding loan accounts at the begin
ning of the 1946 fiscal year to 68.4 percent at the end of the year.  

(3) Properties acquired, including those subject to redemption.
As a result of foreclosures, abandonments, etc., the Home Owners' Loan 
Corporation has acquired a total of 198,114 properties. In addition, 
there were 82 properties which 'the Corporation held on J ne 30, 1946, 
but which were still subject to redemption. Of the properties acquired 
by the Corporation, 194,135 were covered by original mortgage loans.  
Therefore, of the 1,017,821 original mortgages, 823,686, or 80.9 percent 
were saved from foreclosure through the operation of the Home Own
ers' Loan Corporation. All of these owners faced loss of their prop
erties under the depression conditions prevailing when the loans were 
made.  

During the 1946 fiscal year, 84 properties were acquired as compared 
with 432 during the previous fiscal year. Because the Corporation 
has now disposed of most of its properties, only 776 properties were 
sold during the 1946 fiscal year, compared with 4,990 properties 
during the previous year.  

Property accounts.-Practically all the properties acquired by the 
Home Owners' Loan Corporation have now been sold. The rapid 
decrease in the number and capital value of properties which the 
Corporation owned or to which it was acquiring a title is shown in the 
following table: 

Properties Capital value 

Date owned or inperte 
process of process of 

acquisition acqisition 

June 30, 1942 -- _ ---------------------- --------- 37, 998 $262, 307, 276 
June 30, 1943 -----.- ---------------- --------------------------- 26, 041 191.298, 828 
June 30, 1944 .---- --------------------------- ------------- 5, 459 36, 063,486 
June 30, 1945 ------------- ---- ---------- 901 4, 611, 875 
June 30, 1946.. ...------------------------------------------- 209 841,340 

By June 30,1946, the total number of properties which the Corpora
tion had acquired and which had become available for sale was 198,
114. Of these, 197,987, or 99.9 percent had been disposed of. The total 
cumulative loss, including brokers' commissions and selling costs, 
which resulted from sales of the Corporation's properties through 
June 30,1946 was $336,274,429. There were other losses which totaled 
$1,362,832 from such sources as principal and interest losses on mort
gage loans and vendee accounts, properties charged off, fire and other 
hazards, and fidelity and casualty losses. In consequence, the total 
book losses from all sources totaled $337,637,261 by June 30, 1946.  

Earnings of the Corporation and net losses 
Most of these losses were offset by earnings. By the end of the re

porting period, the Corporation had earned a cumulative net income 
of $269,043,034 before provision for losses. As a result, the Cor
poration's losses in excess of its net earnings were $68,594,227 by June 
30, 1946, without taking into consideration cumulative dividends from 
the investment in the capital stock of the Federal Savings and Loan 
Insurance Corporation.
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Loss figures for properties sold include brokers' commissions, selling 
costs, and the difference between the actual sales prices and the capital
ized value shown on the Corporation's books. Capitalized value in
cludes the unpaid principal of the foreclosed loans, delinquent interest 
and taxes, foreclosure and acquisition costs, and reconditioning costs.  
This indicates that much of the book loss reflects the cost of leniency 
to borrowers who eventually had to be foreclosed.  

Financial statements 
In exhibit 27, the balance sheet of the Home Owners' Loan Corpora

tion for June 30, 1946 is presented. Because of the rapid progress of 
the Corporation's liquidation during the reporting period, total assets.  
decreased during this period by 23 percent. Exhibits 28 and 29, re
spectively, present statements of income and expense for the 1946 fiscal 
year and for the period from the beginning of operations through 
June 30, 1946. Operating and other income for the reporting period 
totaled $40,115,849. Expenses, including interest on bonded indebted
ness, decreased to $14,392,358, thus leaving a net income of $25,723,490 
before provision for losses. After allowing for reserves necessary to 
meet future losses, the Corporation's net income for the reporting 
period was $23,888,196.  

At the beginning of the 1946 fiscal year, the Corporation had a deficit 
of $106,088,580 resulting from its program of assistance to the home 
owners of the Nation. During the reporting period, this deficit was 
reduced by the net income for the year of $23,888,196; by a surplus, 
adjustment of $513,717 from the reserve for fire and other hazards; 
and by an adjustment of $367 for unidentified payments. This reduced 
the deficit to $81,686,300 as of June 30, 1946. If we deduct from this 
deficit the reserve of $13,092,073, the difference of $68,594,227 repre
sents total losses in excess of net earnings.  

In view of the Corporation's present rate of earnings, it is believed 
that the liquidation of the Home Owners' Loan Corporation can be 
completed without any loss to the Federal Government.  

LIST OF EXHIBITS 

1. Estimated number of new nonfarm dwelling units started, fiscal years 1944, 
1945, and 1946.  

2. Indices of building costs for the standard frame house, fiscal years 1945 and 
1946.  

3. Number of nonfarm real estate foreclosures, by Federal Home Loan Bank 
Districts and States, fiscal years 1945 and 1946.  

4. Residential real estate owned by selected institutions, December 31, 1938, 
through December 31, 1945.  

5. Estimated volume of mortgage loans made on one- to four-family nonfarm 
homes, by type of lender, 1933-45.  

6. Nonfarm mortgages of $20,000 or less recorded during fiscal year ending 
June 30, 1946, by Federal Home Loan Bank Districts and States.  

7. Estimated balance of mortgage loans outstanding on one- to four-family non
farm homes, 1933-45, by type of mortgagee.  

8. Estimated long-term savings of individuals in selected institutions, 1938-45.  
9. Members of the Federal Savings and Loan Advisory Council during the, 

meetings held in the fiscal year 1946.  
10. Statement of receipts and disbursements of the administrative department 

of the Federal Home Loan Bank Administration, fiscal year 1946.  
11. Number of employees of the Federal Home Loan Bank Administration, July 

1, 1939, to July 1, 1946.
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HOME OWNERS' LOAN CORPORATION 

11 Years of Liquidation 
On June 12, 1936, the 3-year lending period of the Home Owners' 

Loan Corporation terminated. Since that time, the major activity of 
the Corporation has been the liquidation of its great volume of loans.  
The results attained during this 11-year period of liquidation have 
been extremely favorable. Of the total lending of approximately 3}2 
billion dollars, over four-fifths has been liquidated. Less than half a 
billion dollars of the cumulative investment was outstanding at the 
end of calendar year 1947.  

The loans of the Corporation were originally made to refinance the 
mortgages of more than a million American home owners who were 
victims of the depression. Most of these home owners were in arrears 
nearly two years on principal and interest and 3 years on taxes. At 
the time, it was felt that this rescue operation might result in a loss to 
the Government of one-half billion to a billion dollars. Instead, at 
the end of 11 years of liquidation, it now appears that, when liquidation 
of the remaining loans is completed, the Corporation will have repaid 
the 3% billion dollars of bonds guaranteed by the Government and will 
be able to return, without impairment, the 200 million dollars of capital 
originally subscribed by the Government. In making its provisions 
for assistance to home owners, Congress provided that loans could be 
made up to a total of $14,000 on properties which were the homes or 
homesteads of the owners if these properties housed not more than 
four families and had a valuation of not more than $20,000. Interest 
rates on the Corporation's loans were not to exceed 5 percent, and the 
principal was to be amortized by regular monthly payments so as to 
enable the owner to complete his payments within a period of 15 years.  

In the course of its operations, the Corporation extended a helping 
hand to thousands of financial institutions by taking over almost 
$2,000,000,000 of their mortgage loans at a time when no other refi
nancing was available. In effect, private institutional owners of 
delinquent home mortgages substituted them for cash by the simple 
medium of exchanging these mortgages for the bonds of the Federal 
Government, which were fully guaranteed both as to principal and 
interest. Thus banks, savings and loan associations, insurance com
panies, and other lending institutions were able to convert their frozen 
assets into cash. As a result of this direct aid, most of the lending 
institutions of the country were able to meet the demands of their 
anxious customers for cash, and were able also withi their new liquid 
resources to resume business.  

The Corporation also helped thousands of local Government units 
by advancing $485,000,000 to pay taxes, many of which were seriously 
delinquent. Not least, the Corporation developed on a national basis
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a loan plan which has had a beneficial influence on the entire structure 
and procedure of home financing. This was the 15-year monthly 
payment, direct-reduction type of loan which proved to be the safest 
and most economical type of home mortgage ever available in this 
country. The lenient collection policy of the Corporation, together 
with the servicing methods which it developed to help homeowners, 
also contributed greatly. The successful outcome of this lending 
operation stands as a demonstration of the respect of borrowers for 
their financial obligations to their Federal Government which extended 
a helping hand to them in a time of crisis.  

The Home Owners' Loan Corporation has devoted much effort to 
individual servicing of its loan accounts. This servicing has enabled 
the Corporation to locate causes of trouble and to take prompt action 
to avoid foreclosure. As part of this servicing program, the Corpora
tion collects funds from borrowers on a monthly installment basis for 
the payment of taxes and insurance. This procedure assists borrowers 
to avoid tax difficulties and reduces the Corporation's expenses by 
eliminating the necessity for searching tax records to determine 
whether delinquencies exist. The proportion of such accounts in
creased from 69.5 percent of outstanding loan accounts at the begin
ning of the 1947 calendar year to 72.1 percent at the end of the year.  

Approximately 77 percent of the Corporation's outstanding accounts 
were paid on schedule 'at the end of the reporting period. For the 
loans extended from the original 15 years to not more than 25 years 
under authorization of the Mead-Barry Act, the results have been 
especially noteworthy. All of these borrowers were behind in their 
payments when the extensions were granted.- By December 31, 1947, 
only 5,654 out of 132,625 or 4.2 percent of the outstanding extended 
original loans, were in default. By reducing the required monthly 
payments, these extensions have averted many thousands of fore
closures which would have resulted in losses to the Corporation.  

At the beginning of calendar year 1947, the Corporation was oper
ating three regional offices. During the year, all of these were con
solidated into the New York headquarters.  

The personnel and administrative expenses of the Corporation have 
been reduced rapidly in recent years. The number of employees oD 
December 31, 1947, was 662, as compared with 935 one year before, 
and 21,000 at the peak of its operations. Its administrative expenses 
during calendar year 1947 were $3,422,839, as compared with 
$4,983,227 during the preceding year, and $37,427,000 during its peak 
year.  

General Operations 
From June 13, 1933, through June 12, 1936, the Corporation loaned 

$3,093,451,321. These loans were made to finance the home mortgages
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of 1,017;821 individuals who were unable to finance their loans else
where and were, therefore, dependent on the credit of the Government.  
The financial conditions prevailing then and later were so adverse 
that some of these home owners, despite the efforts of the Corporation, 
were unable to work out of their financial difficulties. However, the 
Corporation has enabled more than 800,000 families to avoid fore
closure on their homes.  

The Corporation's original investment has been increased - by 
supplementary advances made for the payment of taxes, insurance, 
maintenance and reconditioning, the capitalization of delinquent 
interest, and acquisition costs. From the beginning of operations to 
December 31, 1947, these supplemental capitalizations totaled 
$400,418,216, and brought the Corporation's gross cumulative invest
ment to $3,493,869,537.  

Liquidation of this investment has proceeded rapidly. At the end 
of the 1947 calendar year, the balance of original loans, vendee 
accounts, and property accounts was $486,090,711, a decrease of 24 
percent from the balance of $636,881,351 at the beginning of the year.  
Of the $3,493,869,537 gross cumulative investment, $3,007,778,826 or 
86.1 percent had been liquidated by the end of calendar year 1947.  
The reduction in these assets is summarized in the following table: 

Original amount loaned ---------- - - ---------- $3,093,451, 321.01 
Subsequent advances to borrowers, net additions included 

in capitalized value of properties, etc_ _ -------- 400, 418, 216. 00 

Original loans plus advances, capitalized additions, etc --- 3, 493, 869, 537.-01 
Outstanding on December 31, 1947: 

Original loans and advances------- $312, 712, 103. 34 
Vendee accounts and advances ------. 173, 197, 057. 25 
Property acquired and in process of 

acquisition---------------------- 181, 550. 82 

Total outstanding------------------------------- 486, 090, 711. 41 

Net reduction in mortgage and property assets----- 3, 007, 778, 825. 60 

Congress in 1935 authorized the Home Owners' Loan Corporation 
to purchase shares of savings and loan associations in order to make 
funds available to stimulate the local financing of home loans. The 
cumulative investment in savings and loan shares made by the 
Corporation totaled $223,856,710 by December 31, 1947. Of this 
investment, only $8,063,350 remained outstanding at the end of the 
1947 calendar year, as compared with $15,191,850 at the beginning 
of the year. Dividends aggregating $44,482,628 have been received 
by the Corporation from these investments.  

The Home Owners' Loan Act of 1933 requires that all payments 
upon principal of the Corporation's loans must be used to retire out-

70

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

1947



HOME LOAN BANK' BOARD

standing bonds. In order to retire bonds, the Corporation also uses 
certain other receipts such as amounts received as a result of the 
repurchase of shares in savings and loan associations. By the end 
of calendar 1947, the total applied to bond retirement was $3,042,
059,680. The amounts deposited with the Treasurer of the United 
States and used or available to retire bonds are shown in the following 
table: 

Disposition of Funds Allocated (through December 31, 1947) to Bond Retirement Fund 

Applied to retirement of bonds-----------------------$3, 042, 059, 680. 46 
Deposited for matured or called bonds on which interest has 

ceased- ----------------------------------------- 3, 280, 925. 00 
Available for future retirement of unmatured bonds -------- 48, 930. 58 

Gross amount deposited in Bond Retirement Fund_- 3, 045, 389, 536. 04 
Balance due retirement fund for December 1947 to be de

posited in January 1948.----------------------------- 465, 042. 84 

Total applicable to bond retirement--------------- 3, 045, 854, 578. 88 

As a result of bond retirements, the outstanding unmatured bonds 
of the Corporation on December 31, 1947, totaled $440,000,000 or 
87.4 percent less than the total amount of $3,489,453,550 of bonds 
which had been issued.  
Status of Accounts 

As previously stated, the Corporation made loans to 1,017,821 
individuals during its 3 years of lending operations. Adding to this 
original number 1,968 subsequent divisions and acquisitions of prop
erty, and subtracting 103 subsequent consolidations, made a net total 
of 1,019,686 accounts. Of this net number, 701,950 or over two-thirds 
have been terminated, leaving 317,736 accounts outstanding as of 
December 31, 1947.  

Included in the 701,950 terminated accounts were 588,650 original 
loans and 97,721 vendee accounts paid in full, 15,339 acquired prop
erties sold for cash, and the remaining balances on 240 accounts 
charged off.  

Of the 317,736 accounts outstanding as of December 31, 1947, 
there were 234,940 original loans, 82,733 vendee accounts,* and 63 
properties. Of the outstanding debtqr accounts 132-625 original 
loans and 2,841 vendee accounts had been extended under the Mead
Barry Act. Of the 63 properties on hand, 24 were owned and 39 
still subject to redemption.  
Properties 

As a result of foreclosures, voluntary deeds, abandonments, etc., 
the Corporation had acquired up to December 31, 1947, a total of 
198,218 properties including 39 still subject to redemption. Of this 
total, 4,000 were reacquisitions of properties sold and 74 other proper-
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ties acquired, leaving 194,144 properties acquired from original bor
rowers. Subtracting these latter acquisitions from the 1,017,821 
total original borrowers, leaves 823,677 or 80.9 percent of original 
borrowers whose homes have been saved from impending foreclosure 
which they faced when the loans were made.  

The rapid decrease in the number and capital value of properties 
which the Corporation had on hand is shown in the following table: 

Properties on hand including subject to redemption 

Number capital 
value 

December 31, 1942...--. -------------------------------------------- 31,621 $226,925,127 
December 31, 1943.---------------------------------------- ---------- 15, 578 96, 455, 077 
December 31, 1944..--------------------------------------------------1,935 11,407, 422 
December 31, 1945.....---------------------------------------------------- 368 1,632, 490 
December 31, 1946....... .... ......---------------------------------------------------- 106 418,326 
December 31, 1947------------------.................------------------------------- 63 181,551 

Financial Operations 
In exhibit 11 the balance sheet of the Corporation as of December 

31, 1947, is presented. Because of the rapid progress of the Corpora
tion's liquidation during calendar 1947, the total assets decreased 
21 percent during the year. Exhibit 12 presents a cumulative state
ment of income and expense from the beginning of operations through 
December 31, 1947, and exhibit 13 a statement of income and expense 
for calendar year 1947.  

Up to December 31, 1947, the Corporation had a cumulative net 
income of $296,746,850 before actual losses and provisions for future 
losses. This does not take into consideration cumulative dividends 
from June 30, 1935 on the $100,000,000 investment in the capital stock 
of the Federal Savings and Loan Insurance Corporation.  

The total cumulative loss on the sale of properties amounted to 
$336,497,548. This loss includes brokers' commissions, selling costs, 
and the difference between the sale price and capital value of the prop
erty. The capital value includes unpaid principal, delinquent interest 
and subsequent capital charges for taxes, reconditioning, acquisition, 
etc.  

In addition to the $336,497,548 loss on property sales, there were 
other losses amounting to $1,342,790 from principal, interest, and 
properties charged off, fire and other hazards, and fidelity and casualty 
losses. This makes the cumulative total of all losses $337,840,338 as 
of December 31, 1947.  

Deducting the $296,746,850 cumulative net income from the 
$337,840,338 losses, leaves $41,093,488 net loss as of December 31, 
1947. Balances in reserves and provisions for future losses amounted 
to $12,918,883 and brought the total deficit to $54,012,371 as of 
December 31, 1947.
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During calendar year 1947 the total income of the Corporation 
amounted to $26,080,584. Expenses, including interest on bonds and 
administrative expense, amounted to $8,737,759, leaving a net income 
of $17,342,825.  

Under normal liquidation of the Corporation's remaining assets, it 
is believed that its operations can be completed without any loss to 
the Government.  

Exhibit 11 

HOME OWNERS' LOAN CORPORATION 
Balance sheet at December 31, 1947 

ASSETS 

Mortgage loans, vendee accounts and advances-at present 
face value --------------------------------------- $485, 909, 160. 59 

Interest receivable ------------------------------------ 1, 635, 815. 94 
Property: 

Owned ----------------- $--------- $94, 755. 21 
In process of acquiring title ---------- 86, 795. 61 1 181, 550. 82 

487, 726, 527. 35 
Less: Reserve for losses----------------------------- 12, 668, 882. 77 

Investments-at cost: 475, 057, 644. 58 
Federal Savings and Loan Insurance 

Corporation (entire capital) -------- 100, 000, 000. 00 
Savings and loan asso

ciations: 
Federal chartered- $5, 162, 550. 00 
State chartered-__ 2, 900, 800. 00 

8, 063, 350. 00 
Public debt obligations of the United 

States (borrowers' special deposits) 
at face value--------------------- 12, 400, 000. 00 

120 463 .350 00
Bond Retirement Fund: 

Cash (including $3,280,925 deposited with U. S. Treasury 
for retirement of matured bonds) ---------------

Cash: 
Operating funds (includes $465,042.84 

payable to Bond Retirement Fund in 
January 1948; and $3,409,099.45 de
posited by borrowers and employees) 
(see contra) -------------------- $9, 208, 503. 70 

Special funds held by U. S. Treasury 
for payment of interest coupons (see 
contra) 324, 122. 84 

Special funds-Federal tax withheld 
(see contra)-------------------- 51, 259. 40 

Special funds-held by U. S. Treasury 
for refunding of 1%2% Series M bonds 
called as of June 1, 1945 --------- 180, 025. 00 

Fixed Assets: 
Home Office land and building-at cost 3 2, 972, 358. 93 
Furniture, fixtures and equipment-at 

cost----------------------------- 420, 903. 89 

3, 393, 262. 82 
Less: Reserve for depreciation- .------ 1, 011, 791. 91 

See footnotes at end of exhibit.

3, 329, 855. 58 

9, 763, 910. 94 

2, 381, 470. 91
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Balance sheet at December 31 1947-Continued 

ASSETs-Continued
Other Assets: 

Accounts receivable ------------
Less: Reserve for uncollectible accounts 

receivable

$231, 957. 69 

63, 902. 89 

168, 054. 80
Dividends receivable-savings and loan 

associations--------------------- 84, 976. 25 

Deferred and unapplied charges_ ----- -- _--___-_ 

LIABILITIES AND CAPITAL

Bonded Indebtedness (Guaranteed as to 
principal and interest by United States, 
except $107,200.00 of unpaid matured 4 
percent bonds guaranteed as to interest 
only): 

Bonds outstanding-not matured ---- $444, 000, 000. 00 
,Bonds matured-on which interest has 

ceased------------------------ 3, 460, 950. 00

Accounts Payable: 
Interest due (see contra) 
Vouchers payable---------------
Accrued pay roll-------------------
Insurance premiums 
Commissions to sales brokers -------
Special deposits: 

By borrowers 
By employees (savings bonds) --
Civil Service retirement deduc

tions ----------------------
Federal tax withheld (see contra) 

Miscellaneous --------------------

324, 122. 84 
27. 08 

94, 120. 04 
68, 899. 44 

160. 00 

15, 799, 977. 56 
2, 444. 94 

6, 676. 95 
51, 259. 40 
38, 694. 95

Accrued Liabilities------------------------
Deferred and Unapplied Credits 
Reserve for Fidelity and Casualties 

Capital Stock less Deficit: 
Capital Stock: 

Authorized, issued and outstand
ing------------------------- 200,000,000.00 

Deficit: 
Losses in excess 

of net earn
ings------- $41, 093, 487. 80 

Reserves for fu
ture losses--- 12, 918, 882. 77 

54, 012, 370. 57

$253, 031. 05 
156, 481. 73 

611, 405, 744. 79

447, 460, 950. 00

16, 386, 383. 20 
172, 031. 29 

1, 148, 750. 87 
250, 000. 00

145, 987, 629. 43 

611, 405, 744. 79 
1 Property owned and property in process of acquiring title are stated at value represented by unpaid bal

ances of loans and advances, unpaid interest to date of foreclosure, sale, or judgment, foreclosure costs, net 
charges prior to date of acquisition, and permanent additions, initial repairs and reconditioning subsequent 
to acquisition. Unpaid interest included in these values amounts to $8,688 49.  

2 Reflects the Corporation's actual losses sustained in the sale of its acquired properties, on mortgage loans 
and other losses, on fire and other hazards and on fidelity and casualties in excess of its cumulative net earn
ings.  

3 As of July 30, 1947, title to the Home Office land and buildings was transferred to the United States 
pursuant to Sec. 306 of "The Government Corporation Control Act, 1948." This asset will be eliminated from 
the balance sheet on agreement as to the consideration for transfer.  

Except for property transactions which are recorded on a cash basis, major items of income and expense are 
recorded on an accrual basis. Therefore, no asset has been recognized with respect to uncollectible rental or 
prepaid taxes nor liability for accrued taxes.
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Exhibit 12 

HOME OWNERS' LOAN CORPORATION 

Statement of Income and Expense from the Beginning of Operations, June 13, 1933, 
to December 31, 1947 

Operating and Other Income: 
Interest: 

Mortgage loans and advances- $1, 031, 703, 327. 46 
Vendee accounts and ad

vances----------------- 122,598, 718. 96

Special investments -----..
1, 154, 302, 046. 4 

1, 108, 381. 7

Property income----------------------------
Dividends received-Federal Savings and Loan Insur

ance Corporation 
Dividends on investments in savings and loan associa

tions ---------------------------------------
Miscellaneous ------------------------

Operating and Other Expenses: 
Interest on 

bonded in
debtedness- $650, 368, 204. 81 

Less: Pre
mium on 
bonds sold__- 1, 618, 866. 43 

- $648, 749, 338. 38 
Discount on refunded bonds ---- 7, 147, 710. 28 

655, 897, 048. 66 
Administrative expenses --------- 266, 113, 700. 13 
General expenses ---------------- 18, 621, 685. 82 
Property expense------------ 112, 833, 135. 76 

Net Income before Provision for Losses which may be Sus
tained in the Liquidation of Assets

Provision for Losses: 
On mortgage loans, interest and 

property ------------------- 349, 737, 153. 25 
For fidelity and casualties 1, 338, 147. 86 
For fire and other hazards ------ 881, 252. 50 
For uncollectible accounts receiv

able----------------------- 56, 047. 69

$1, 155, 410, 428. 20 
138, 642, 694. 67 

3, 035, 326. 09 

44, 482, 627. 56 
8, 641, 344. 15 

1,350, 212, 420. 67 

1, 053, 465, 570. 37 

296, 746, 850. 30

352, 012, 601. 30 

Loss for Period June 13, 1933, to December 31, 1947 ------ 55, 265, 751. 00 
Deduct: Surplus adjustments-reserve against fire and 

other hazards and unlocated payments (net)-------- 1, 253, 380. 43 

Deficit at December 31, 1947-------------------------- 54, 012, 370. 57
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Exhibit 13 

HOME OWNERS' LOAN CORPORATION 

Statement of Income and Expense for the Calendar Year 1947 

Operating and other income: 
Interest: 

Mortgage loans and advances-------------------- $16, 269, 657. 80 
Vendee accounts and advances -------------------- 8, 816, 439. 06 

25, 086, 096. 86 
Special investments ------------------------------ 128, 799. 87 

Total--------------------------------- ----- 25, 214, 896. 73 
Property income------------------------------------ 14, 131. 18 
Dividends received from savings and loan associations -- 226, 797. 91 
Miscellaneous--------------------------------------_ 624, 757. 81 

Total income------------------------------- ---- 26, 080, 583. 63 

Operating and other expenses: 
Interest on bonded indebtedness----------------------- 5, 296, 780. 87 
Administrative and general expenses: 

Administrative expenses.- ----------------------- 3, 422, 838. 69 
General expenses--------------------------------- 50, 345. 48 

Property expense-- --------------------------------- 32, 206. 39 

Total expense_ ------------------------------------ 8, 737, 758. 65 

Net income before provision for losses which may be sustained 
in the liquidation of assets-----------------------------17, 342, 824. 98 

Provision for losses: 
On mortgage loans, interest and property 
For fidelity and casualties ---------------------------- 7, 393. 90 
For fire and other hazards------------------------
For uncollectible accounts receivable- ------------------- 8, 809. 35 

16, 203. 25 

Net income for calendar year after provision for losses--------- 17, 326, 621. 73 
Deficit at December 31, 1947---------- $71, 333, 719. 48 
Add: Surplus adjustments-net -------- 5, 272. 82 

-- - 71, 338, 992. 30 

Deficit at December 31, 1947------------------------------ 54, 012, 370. 57 
1 Net credit.  

0

For sale by the Superintendent of Documents, U. S. Government Printing Office 
Washington 25, D. C. - Price 20 cents
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18 years of liquidation 

On June 12, 1936, the 3-year lending period of the Home Owners' 
Loan Corporation terminated. Since that time, the major activity of 
the Corporation has been the liquidation of its great volume of loans.  
The results attained during this 12-year period of liquidation have 
been extremely favorable. Of the total lending of approximately 
$3,500,000,000, over 89 percent has been liquidated. Less than $400,
000,000 of the cumulative investment was outstanding at the end of 
the calendar year 1948.  

The loans of the Corporation were originally made to refinance the 
mortgages of more than a million American home owners who were 
victims of the depression. Most of these home owners were in arrears 
nearly 2 years on principal and interest, and 3 years on taxes. At the 
time, it was felt that this rescue operation might result in a loss to 
the Government of one-half billion to a billion dollars. Instead, at 
the end of 12 years of liquidation, it now appears that, when liquida
tion of the remaining loans is completed, the Corporation will have 
repaid the $3,500,000,000 of bonds guaranteed by the Government and 
will be able to return, without impairment, after paying interest on 
its bonds and all of its administrative and operating expenses, the 
$200,000,000 of capital originally subscribed by the Government.  

In the course of its operations, the Corporation extended a helping 
hand to thousands of financial institutions by taking over almost 
$2,000,000,000 of their mortgage loans at a time when no other refi
nancing was available. The Corporation also helped thousands of 
local Government units by advancing $485,000,000 to pay taxes, many 
of which were seriously delinquent. Not least among its services was 
the fact that the Corporation gave impetus to long-term direct-reduc
tion loans which has had a beneficial influence on the entire structure 
and procedure of home financing. Its 15-year monthly payment loans 
with interest of not more than 5 percent on the declining unpaid bal
ance gave substantial evidence throughout the United States of the 
fairness and value of this type of loan in contrast to the expensive, 
short-term loan with its renewal fees and its recurring threats of loss.  
Moreover, the lenient collection policy of the Corporation, together 
with the servicing methods which it developed to help home owners, 
also contributed to security. The successful outcome of this lending 
operation stands as a demonstration of the respect of borrowers for 
their financial obligations to their Federal Government and the sound-
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ness of a program gauged to the resources and capacity of the bor
rower.  

The Home Owners' Loan Corporation has devoted much effort to 
individual servicing of its loan accounts. This servicing has enabled 
the Corporation to locate causes of trouble and to take prompt action 
to avoid foreclosure. As part of this servicing program, the Corpora
tion collects funds from borrowers on a monthly instalment basis for 
the payment of taxes and insurance. This procedure assists borrowers 
to avoid tax difficulties and reduces the Corporation's expenses by elim
inating the necessity for searching tax records to determine whether 
delinquencies exist. The proportion of such accounts increased from 
72.1 percent of outstanding loan accounts at the beginning of the 1948 
calendar year to 77.9 percent at the end of the year. A brief historical 
summary of HOLC operations, arranged in chronological order, is 
given in exhibit 13.  

Administrative 

The personnel and administrative expense of the Corporation has 
been reduced rapidly in recent years. The number of employees on 
December 31, 1948, was 473 as compared with 662 one year before, and 
21,000 at the peak of its operations. The present organization and 
function chart of the Home Owners' Loan Corporation is presented 
on page 103 of this report. The administrative expenses of the 
Corporation during calendar year 1948 were $2,395,209 as compared 
with $3,422,839 during the preceding year, and $37,427,000 during its 
peak year.  

General operations 
From June 13, 1933, through June 12, 1936, the Corporation loaned 

$3,093,451,321. These loans were made to finance the home mortgages 
of 1,017,821 individuals who were unable to finance their loans else
where and were, therefore, dependent on the credit of the Government.  
The financial conditions prevailing then and later were so adverse that 
some of these home owners, despite the efforts of the Corporation, were 
unable to work out of their financial difficulties. However, the Cor
poration has enabled more than 800,000 families to avoid foreclosure 
on their homes.  

The Corporation's original investment has been increased by sup
plementary advances made for the payment of taxes, insurance, main
tenance, and reconditioning, the capitalization of delinquent interest, 
and acquisition costs. From the beginning of operations to De
cember 31, 1948, these supplemental capitalizations totaled 
$402,437,585, and brought the Corporation's gross cumulative invest
ment to $3,495,888,906.
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Liquidation 
Liquidation of this investment has proceeded rapidly. At the end 

of the 1948 calendar year, the balance of original loans, vendee ac
counts, and property accounts was $368,936,083, a decrease of 24 per
cent from the balance of $486,090,711 at the beginning of the year.  
Of the $3,495,888,906 gross cumulative investment, $3,126,952,823, or 
89.4 percent had been liquidated by the end of the calendar year 1948.  
The reduction in these assets is summarized in the following table: 

Original amount loaned------------------------- ---- $3, 093, 451, 321. 01 
Subsequent advances to borrowers, net additions included in 

capitalized value of properties, etc ---------- 402,437, 584. 79 

Original loans plus advances, capitalized additions, etc- 3,495, 888, 905.80 
Outstanding on December 31, 1948: 

Original loans and advances ---- $234, 144, 621.20 
Vendee accounts and advances--------134, 763,440.22 
Property acquired and in process of 

acquisition------------- ---- 28, 021. 31 

Total outstanding-------------------------------- 368, 936, 082. 73 

Net reduction in mortgage and property assets ---- 3, 126, 952, 823. 07 

Accelerated liquidation 

During the current calendar year, a special program for accelerating 
liquidation was initiated for application in those States in which the 
aggregate loan balances were $1,000,000 or less, starting with Nevada 
in March and adding another State to the program each month there
after. An additional program was also initiated for liquidating ac
counts with small loan balances in the other States, which has resulted 
in a substantial decrease in the number of these outstanding accounts.  
The following table shows the result of the State liquidation program: 

Number of loans outstanding 

Dec.3 1 Percent Dec. 31 Percent 
Start 1948 of liqui- Start 1948 of liqui

dation dation 

Nevada -- -- 163 1 99. 4 New Hampshire--- 350 121 65. 4 
Wyoming ---------- 384 37 90. 4 Delaware....--- 473 393 16.9 
Montana ------- .. 552 162 70. 7 Maine -------------. 724 598 17.4 
Idaho -------------- 655 250 61.8 
New Mexico --- 368 152 58. 7 Total---....... 4,027 1, 831 54. 5 
Vermont - -------.. 358 117 67.3 

Investments in savings and loan associations 

Congress in 1935 authorized the Home Owners' Loan Corporation 
to purchase shares of savings and loan associations in order to make 
funds available to stimulate the local financing of home loans. The

42

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

1948



HOME LOAN BANK BOARD

cumulative investment in savings and loan shares made by the Cor
poration totaled $223,856,710 by December 31, 1948. Of this invest
ment, only $5,882,650 remained outstanding at the end of the 1948 
calendar year, as compared with $8,063,350 at the beginning of the 
year. Dividends aggregating $44,660,863 have been received by the 
Corporation from these investments.  

Bond retirements 

The Home Owners' Loan Act of 1933 requires that all payments 
upon principal of the Corporation's loans must be used to retire 
outstanding bonds. In order to retire bonds, the Corporation also 
uses certain other receipts such as amounts received as a result of 
the repurchase of shares in savings and loan associations. By the 
end of calendar 1948, the total applied to bond retirement was 
$3,176,628,822. The amounts deposited with the Treasurer of the 
United States and used or available to retire bonds are shown in the 
following table: 

Disposition of funds allocated (through Dec. 31, 1948) to bond retirement fund 

Applied to retirement of bonds----------- --------- $3, 176, 628, 821. 55 
Deposited for matured or called bonds on which interest has 

ceased --------------------------------------------- 2, 557, 675.00 
Available for future retirement of unmatured bonds ---- 99, 704.30 

Gross amount deposited in bond retirement fund -- 3,179,286,200.85 
Balance due retirement fund for Dec. 1948 to be deposited in 

January 1949----------------------------------------- 943,849. 23 

Total applicable to bond retirement-------------- 3, 180, 230, 050.08 

As a result of bond retirements, the outstanding unmatured bonds 
of the Corporation on December 31, 1948, all of which are held by 
the United States Treasury, totaled $182,000,000, or 5.2 percent of 
the total amount of $3,489,453,550 of bonds issued.  

Status of accounts 

As previously stated, the Corporation made loans to 1,017,821 in
dividuals during its 3 years of lending operations. Adding to this 
original number 1,968 subsequent divisions and acquisitions of prop
erty, and subtracting 103 subsequent consolidations, made a net total 
of 1,019,686 accounts. Of this net number, 778,514 or over two-thirds 
have been terminated, leaving 241,172 accounts outstanding as of 
December 31, 1948.  

Included in the 778,514 terminated accounts were 652,307 original 
loans and 110,593 vendee accounts paid in full; 15,370 acquired prop
erties sold for cash; and the remaining balances on 244 accounts 
charged off.
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Of the 241,172 accounts outstanding as of December 31, 1948, there 
were 171,281 original loans, 69,871 vendee accounts and 20 properties.  
Of the outstanding debtor accounts, 115,643 original loans had been 
extended under the Mead-Barry Act. Of the 20 properties on hand, 
one was owned and 19 still subject to redemption.  

Over 95 percent of the Corporation's outstanding accounts were 
paid on schedule or less than 3 months in arrears at the end of the 
reporting period. For the loans extended from the original 15 years 
to not more than 25 years under authorization of the Mead-Barry 
Act, the results have been especially noteworthy. All of these bor
rowers were behind in their payments when the extensions were 
granted. By December 31, 1948, there were 109,743, or 94.9 percent 
of the outstanding extended original loans, which were paid on sched
ule or less than 3 months in arrears. By reducing the required monthly 
payments, these extensions have averted many thousands of fore
closures which would have resulted in losses to the Corporation.  

Properties 

As a result of foreclosures, voluntary deeds, abandonments, etc., 
the Corporation had acquired up to December 31, 1948, a total of 
198,217 properties including 19 still subject to redemption. Of this 
total, 4,000 were reacquisitions of properties sold and 74 other prop
erties acquired, leaving 194,143 properties acquired from original bor
rowers. Subtracting these latter acquisitions from the 1,017,821 total 
original borrowers, leaves 823,678 or 80.9 percent of original borrowers 
whose homes have been saved from impending foreclosure which they 
faced when the loans were made.' 

The rapid decrease in the number and capital value of properties 
which the Corporation had on hand is shown in the following table: 

Properties on hand including those subject to redemption 

Number Capital 
Nuer value 

Dec. 31, 1942----.........----------- --------------------------------------- 31,621 $226,925,127 
Dec. 31, 1943.........------------------------------------------------------ 15,578 96, 455, 077 
Dec. 31, 1944 ..--......-------------------------------------------------- 1,935 11,407,422 
Dec. 31, 1945------------------------------------------- ------------- 368 1,632,490 
Dec. 31, 1946----------------------------- 106 418,326 
Dec. 31, 1947--------------------------------------------------------- 63 181,551 
Dec. 31, 1948---- ---------------------------------------------------- 20 28,021 

Financial operations 

In exhibit 14 the balance sheet of the Corporation as of December 31, 
1948, is presented. Because of the rapid progress of the Corporation's 
liquidation during calendar 1948, the total assets decreased 35.4 per
cent during the year. Exhibit 15 presents a cumulative statement of
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income and expense from the beginning of operations through Decem
ber 31, 1948, and exhibit 16 a statement of income and expense for 
calendar year 1948.  

Up to December 31, 1948, the Corporation had a cumulative net in
come of $336,376,696 before actual losses and provisions for future 
losses.  

The total cumulative loss on the sale of properties amounted to $336,
531,405. This loss includes brokers' commissions, selling costs, and the 
difference between the sale price and capital value of the property, 
The capital value includes unpaid principal, delinquent interest and 
subsequent capital charges for taxes, reconditioning, acquisition, etc.  

In addition to the $336,531,405 loss on property sales, there were 
other losses amounting to $1,375,338 from principal, interest, and 
properties charged off, fire and other hazards, and fidelity and casualty 
losses. This makes the cumulative total of all losses $337,906,743 as 
of December 31, 1948.  

Deducting the $336,376,696 cumulative net income from the $337,
906,743 losses, leaves $1,530,047 net loss as of December 31, 1948. Bal
ances in reserves and provisions for future losses amounted to $2,877,
069 and brought the total deficit to ?4,407,116 as of December 31, 1948.  

During the calendar year 1948 the total income of the Corporation 
amounted to $45,381,815. Expenses, including interest on bonds and 
administrative expenses, amounted to $5,751,970, leaving a net income, 
before provision for losses, of $39,629,845. The provision for losses 
amounted to $24,496, leaving a net income of $39,605,349. This latter 
figure included cumulative Federal Savings and Loan Insurance Cor
poration dividends for the period from July 1, 1935, to June 30, 1948, 
received in connection with transfer of the Corporation's investment 
to the United States Treasury.
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ORGANIZATION AND FUNCTION CHART OF THE 

HOME OWNERS' LOAN CORPORATION 

Created under the Act of June 13, 1933, for refinancing mortgages and extend
ing relief to distressed home owners. Since June 12, 1936, it has been engaged 
in servicing its loans and liquidating its assets.  

HOME LOAN BANK BOARD 

The Board provides a number of staff services for itself and the subordi
nate Corporations. They include legal services by the Board's General 
Counsel; Personnel Department functions; Auditing ; coordination of budget 
estimates and justifications.  

GENERAL MANAGER 

Under the direction and authority of the Home Loan Bank Board, plans, 
organizes and directs the operations of the Corporation.  

LOANS AND PROPERTIES ACCOUNTING DIVISION 
DIVISION 

Supervises and directs the servicing Responsible for the maintenance of 
of the Corporation's loans, management all accounting records of the Corpora
of properties, reconditioning and ap- tion; the preparation and interpreta
praisal operations. Maintains records tion of all financial and statistical rec
and provides for the payment of taxes ords and forecasts of financial condition 
and insurance coverage on security and and operating results.  
owned properties.

DEPUTY GENERAL MANAGER 

PURCHASE AND SUPPLY SECTION 

Responsible for purchase and sale 
operations ; stock room; maintenance of 
equipment: processes and promulgates 
official regulations and procedures forms 
and instructions.  

SUPERVISOR

CHIEF ACCOUNTANT 

TREASURY DIVISION 

Responsible for the safekeeping and 
proper disbursement of all funds of the 
Corporation, the safe keeping of bonds, 
investment certificates, agreements, and 
other valuable papers and instruments 
entrusted to its care.  

TREASURER
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13 Years of Liquidation 

On June 12, 1936, the 3-year lending period of the Home Owners' 
Loan Corporation terminated. Since that time, the major activity 
of the Corporation has been the liquidation of its great volume of 
loans. The results attained during this 13-year period of liquidation 
have been gratifyingly favorable. Of the total lending of approxi
mately three and a half billion dollars, over 93 percent has been liqui
dated. Less than $231,000,000 of the cumulative investment was 
outstanding at the end of calendar year 1949.  

The loans of the Corporation were originally made to refinance the 
mortgages of more than a million American home owners who were 
victims of the depression. Most of these home owners were in arrears 
nearly 2 years on principal and interest, and 3 years on taxes. At the 
time, it was generally believed that this rescue operation might result 
in a loss to the Government of three hundred million to half a billion 
dollars. Instead, at the end of 13 years of liquidation, it now appears 
that when liquidation of the remaining loans is completed, the Cor
poration will have repaid the three-and-a-half billion dollars of bonds 
guaranteed by the Government and will be able to return, without 
impairment, the $200,000,000 of capital originally subscribed by the 
Government.  

In the course of its operations, the Corporation extended a helping 
hand to thousands of financial institutions by taking over almost 
$2,000,000,000 of their mortgage loans at a time when no other re
financing was available. The Corporation also helped thousands of 
local Government units by advancing $485,000,000 to pay taxes, many 
of which were seriously delinquent. In addition, the Corporation 
initiated a loan plan which has had a beneficial influence on the entire 
structure and procedure of home financing. This was the 15-year 
monthly payment, direct-reduction type of loan which proved to be 
the safest and most economical type of home mortgage ever available 
in this country. The lenient collection policy of the Corporation, 
together with the servicing methods which it developed to help home 
owners, also contributed greatly. The successful outcome of this 
lending operation stands as a demonstration of the respect of bor
rowers for their financial obligations to their Federal Government 
which extended a helping hand to them in a time of crisis.
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The Home Owners' Loan Corporation has devoted much effort to 
individual servicing of its loan accounts. This servicing has enabled 
the Corporation to locate causes of trouble and to take prompt action 
to avoid foreclosure. As part of this servicing program, the Corpora
tion collects funds from borrowers on a monthly installment basis for 
the payment of taxes and insurance. This procedure assists bor
rowers to avoid tax difficulties and reduces the Corporation's expenses 
by eliminating the necessity for searching tax records to determine 
whether delinquencies exist. The proportion of such accounts in
creased from 77.9 percent of outstanding loan accounts at the begin
ning of the 1949 calendar year to 87.6 percent at the end of the year.  

General Operations 

From June 13, 1933, through June 12, 1936, the Corporation loaned 
$3,093,451,321. These loans were made to finance the home mort
gages of 1,017,821 individuals who were unable to finance their loans 
elsewhere and were, therefore, dependent on the credit of the Govern
ment. The financial conditions prevailing then and later were so 
adverse that some of these home owners, despite the efforts of the 
Corporation, were unable to work out of their financial difficulties.  
However, the Corporation has enabled more than 800,000 families 
to avoid foreclosure on their homes.  

The Corporation's original investment has been increased by supple
mentary advances made for the payment of taxes, insurance, mainte.  
nance and reconditioning, the capitalization of delinquent interest, 
and acquisition costs. From the beginning of operations to December 
31, 1949, these supplemental capitalizations totaled $404,546,778, and 
brought the Corporation's gross cumulative investment to $3,497, 
998,099.  

Liquidation 

Liquidation of this investment has proceeded rapidly. At the end 
of the 1949 calendar year, the balance of original loans, vendee ac
counts and property accounts was $230,660,630, a decrease of 37.5 
percent from the balance of $368,936,083 at the beginning of the year.  
Of the $3,497,998,099 gross cumulative investment, $3,267,337,469, 
or 93.4 percent, had been liqutidated by the end of calendar year 1949.  
The reduction in these assets is summarized in the following table: 

Original amount loaned ---------------------------- $3, 093, 451, 321. 01 
Subsequent advances to borrowers, net additions included 

in capitalized value of properties, etc-........------------- 404, 546, 778. 25 

Original loans plus advances, capitalized additions, etc---..... 3, 497, 998, 099. 26
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Outstanding on Dec. 31, 1949: 
Origihal loans and advances-------- .. $146, 266, 440. 06 
Vendee accounts and advances------. 84, 356, 755. 67 
Property acquired and in process of 

acquisition-------------------- 37, 434. 07 

Total outstanding------------------------------ 230, 660, 629. 80 
Net reduction in mortgage and property assets ------ 3, 267, 337, 469. 46 

Accelerated Liquidation 

The Corporation has always encouraged its borrowers to pay off 
their loans in full before maturity dates. This program has been 
successful, particularly during the war and postwar periods. As a 
result, the portfolio in some States was reduced to the point where 
the cost of servicing was uneconomical.  

Accordingly, in March 1948, a new speed-up program was launched 
in States having small loan balances. Borrowers were induced by 
letter to pay off their balances ins full if possible or to refinance them 
with local institutions of their own choice. This program was grad
ually extended into 20 States and the District of Columbia; and by 
December 31, 1949, all loans in 3 States had been entirely liquidated, 
and in 13 other States the loan balances had been reduced by more 
than 99 percent. The success of this program is reflected in the fol
lowing table: 

Number of loans Balances 

States Date d 7 
started Start Dec. 31, Percent Start Dec. 31, Percent 

1949 liquidation 1949 liquidation 

Nevada--------- 3-48 163 ------------ 100.0 $105,155 -- 100.0 
Wyoming-------- 4-48 384 ------ 100. 0 242, 925 ------ 100. 0 
Montana ------------ 5-48 552 1 99.8 384, 180 43 +99.9 
Idaho--------------- 6-48 655 --- - 100.0 436, 555 _ ----- 100. 0 
Vermont------- 8-48 358 4 98. 9 408, 785 3, 518 99.1 
New Mexico ------- 8-48 368 2 99.5 211,277 1, 617 99.2 
New Hampshire--.... 9-48 350 2 99. 4 429, 813 2, 448 99. 4 
Delaware------------11-48 473 1 99.8 588,527 1,126 99.8 
Maine -- ------- 11-48 724 7. 89. 9 731,398 76, 133 89. 6 
Oregon -------------- 12-48 912 1 99.9 748,390 943 99.9 
South Dakota---- 1-49 1,029 92 91.1 789, 687 80, 027 89. 9 
North Dakota -------- 2-49 730 3 99. 6 789, 680 1,646 99. 8 
Arizona ------ 3-49 869 2 99. 8 836, 934 187 +99. 9 
Utah -- 3-49 1, 332 6 99. 5 888, 665 113 +99. 9 
South Carolina ----- 4-49 967 5 99. 5 960, 243 5, 234 99. 5 
District of Columbia- 4-49 491 1 99. 8 1, 053, 917 1, 436 99. 9 
Washington -. 4-49 1,402 4 99.7 1,140,843 3,114 99.7 
Mississippi --- 5-49 1. 230 610 50. 4 1, 183, 883 538, 092 54. 5 
Arkansas ---- 5-49 1.351 408 69.8 1,195,469 291,097 75.6 
Colorado .. 6-49 1, 332 9 99. 3 1,132, 271 2, 278 99.8 
West Virginia-------- 6-49 1, 466 460 68. 6 1, 467, 533 453 127 69.1 

17,138 1,684 90.2 15, 726,130 1,462,179 90.7 

In June 1949, after previous consultations with the House and 
Senate Independent Offices Appropriations Subcommittees regarding 
the complete liquidation of the Corporation's outstanding mortgages 
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by June 30, 1951, the Home Loan Bank Board, which serves as the 
board of directors of the Home Owners' Loan Corporation, instituted 
a program to sell or assign all mortgages by publicly offering them for 
sale on a State-wide basis.  

The first public offering was made on June 6, 1949, for the sale of 
the loan portfolio of New York State, consisting of 40,000 loans with 
an unpaid loan balance of $102,000,000. As a result of this offer, a 
bid was accepted and the contract of sale executed on September 1, 
1949. Bids have since been accepted and contracts of sale executed 
for the portfolios of Massachusetts, Connecticut, Rhode Island, New 
Jersey, and Michigan, making a total of 77,800 loans aggregating 
$173,000,000 sold up to December 31, 1949. The purchasers
including mutual savings banks, commercial banks, trust companies, 
and savings and loan associations-have paid par and accrued interest 
plus premiums of up to 2.5 percent of balances. The Corporation 
continues to service these mortgages and accepts maturity payments 
where offered until date of actual transfer of the mortgages.  

Status of Accounts 
As previously stated, the Corporation made loans to 1,017,821 

individuals during its 3 years of lending operations. Adding to this 
original number 1,968 subsequent divisions and acquisitions of 
property, and subtracting 103 subsequent consolidations, made a 
net total of 1,019,686 accounts. Of this net number, 869,282 or over 
85 percent have been terminated, leaving 150,404 accounts outstanding 
as of December 31, 1949.  

Included in the 869,282 terminated accounts were 724,066 original 
loans and 129,589 vendee accounts paid in full; 15,381 acquired proper
ties sold for cash; and the remaining balances on 246 accounts charged 
off.  

Of the 150,404 accounts outstanding as of December 31, 1949, there 
were 99,518 original loans, 50,866 vendee accounts and 20 properties.  
Of the outstanding debtor accounts, 87,288 original loans had been 
extended under the Mead-Barry Act. Of the 20 properties on hand, 
5 were owned and 15 still subject to redemption.  

Over 96 percent of the Corporation's outstanding accounts were 
paid on schedule or less than 3 months in arrears at the end of the 
reporting period. For the loans extended from the original 15 years 
to not more than 25 years under authorization of the Mead-Barry 
Act, the results have been especially noteworthy. All of these 
borrowers were delinquent in their payments when the extensions 
were granted. By December 31, 1949, there were 96.4 percent of the 
outstanding extended original loans, which were paid on schedule 
or less than 3 months in. arrears. By reducing the required monthly

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

1949



HOME LOAN BANK BOARD

payments, these extensions averted many thousands of foreclosures 
which would have resulted in losses to the Corporation.  

Properties 
As a result of foreclosures, voluntary deeds, abandonments, etc., 

the Corporation had acquired up to December 31, 1949, a total of 
198,228 properties including 15 still subject to redemption. Of this 
total, 4,007 were reacquisitions of properties sold and 74 other proper
ties acquired, leaving. 194,147 properties acquired from original bor
rowers. Subtracting these latter acquisitions from the 1,017,821 
total original borrowers, .leaves 823,674, or 80.9 percent of original 
borrowers whose homes have been saved from impending foreclosure 
which they faced when the loans were made.  

Investments in Savings and Loan Associations 
In 1935 Congress authorized the Home Owners' Loan Corporation 

to purchase shares of savings and loan associations in order to make 
funds available to stimulate the local financing of home loans. The 
cumulative investment in savings and loan shares made by the Corpo
ration totaled $223,856,710 by December 31, 1949. Of this invest
ment, only $1,951,800 remained outstanding at the end of the 1949 
calendar year, as compared with $5,882,650 at the beginning of the 
year. Dividends aggregating $44,731,877 have been received by the 
Corporation from these investments.  

Bond Retirements 
The Home Owners' Loan Act of 1933 requires that all payments 

upon principal of the Corporation's loans must be used to retire 
outstanding bonds. In order to retire bonds, the Corporation also 
uses certain other receipts such as amounts received as a result of the 
repurchase of shares in savings and loan associations. By the end of 
calendar 1949, the total applied to bond retirement was $3,328,029,792.  
The amounts deposited with the Treasurer of the United States and 
used or available to retire bonds are shown in the following table: 

Disposition of funds allocated (through Dec. 31, 1949) to bond retirement fund 

Applied to retirement of bonds ------------- $3, 328, 029, 792. 23 
Deposited for matured or called bonds on which interest has 

ceased-------------------------------------------- 1,855, 125. 00 
Available for future retirement of unmatured bonds -------- 63 195. 85 

Gross amount deposited in bond retirement fund --- 3, 329, 948, 113. 08 
Balance due retirement fund for December 1949 to be de

posited in January 1950_------------------------------ 2, 301, 579. 32 

Total applicable to bond retirement-------------- 3, 332, 249, 692. 40 

As a result of bond retirements, the outstanding unmatured bonds 
of the Corporation on December 31, 1949, totaled $29,000,000, or 

36

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

1949



HOME LOAN BANK BOARD

0.83 percent of the total amount of $3,489,453,550 of bonds which 
had been issued for value. (On January 27, 1950, final payment was 
made on upmatured bonds, thus completing the retirement of all 
HOLC bonds outstanding.) 

Financial Operations 
The balance sheet of the Corporation as of December 31, 1949, is 

presented in exhibit 9. Because of the rapid progress of the Corpo
ration's liquidation during calendar'1949, the total assets decreased 
36.1 percent during the year. Exhibit 10 presents a cumulative 
statement of income and expense from the beginning of operations 
through December 31, 1949, and exhibit 11 a statement of income 
and expense for calendar year 1949.  

Up to December 31, 1949, the Corporation had a cumulative net 
income of $347,531,025 before actual losses and provisions for future 
losses. The total cumulative loss on the sale of properties amounted 
to $336,541,314. This loss includes brokers' commissions, selling 
costs, and the difference between the sale price and capital value of 
the property. The capital value includes unpaid principal, delin
quent interest and subsequent capital charges for taxes, recondition
ing, acquisition, etc.  

In addition to the .$336,541,314 loss on property sales,-there were 
other losses amounting to $1,426,354 from principal, interest and 
properties charged off, fire and other hazards, and fidelity and 
casualty losses. This makes the cumulative total of all losses 
$337,967,668 as of December 31, 1949.  

Deducting the $337,967,668 cumulative losses from the $347,531,025 
net income, leaves $9,563,357 net profit as of, December 31, 1949.  
Balances in reserves and provisions for future losses amounted to 
$772,057, leaving a surplus of $8,791,300 as of December 31, 1949.  

During calendar year 1949, the total income of the Corporation 
amounted to $14,785,925. Expenses, including interest on bonds 
and administrative expense, amounted to $3,631,596, leaving a net 
income of $11,154,329. Losses during the year amounted to $60,925, 
leaving a net profit of $11,093,404. The $14,785,925 income for the 
year included $277,224 premium on the sale of loans.  

Administrative 
The personnel and administrative expense of the Corporation has 

been reduced rapidly in recent years. The number of employees/on 
December 31, 1949, was 467 as compared with 473 1 year before, 
and 21,000 at the peak of its operations. Its administrative ex
penses during calendar 1949 were $2,117,829 as compared with 
$2,395,209 during the preceding year, and $37,427,000 during its 
peak year.
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