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$17,721,000,000 in 1938, the mortgage debt on one- to four-family 
dwellings is the largest single block in the private long-term debt in 
the United States.  

The safeguarding of the wealth invested in our homes, and the 
smooth functioning of credit which serves to finance the building and 
purchase of homes have only recently become matters of national 
concern. For a long time the rapid growth of the country in terri
tory, population, and resources had tended to obscure existing defects 
of our home-financing system. It was only during the depression 
from 1929 to 1933 that serious weaknesses were exposed and recog
nized as national problems. It is unnecessary to recite the experience 
of these years in detail. The mounting number of home owners who 
lost their properties or were threatened by foreclosure, the freezing up 
of credit, the break-down of confidence, runs on home-financing in
stitutions, the collapse of the real estate market-all this is still fresh 
in our minds. While the distress of the mass of home owners was 
due in part to the particular severity of the depression, Congress 
realized that much of it could have been prevented if better safe
guards had been placed around home ownership and thrift, which 
affect so large a portion of our population. The Federal Home Loan 
Bank Board and its agencies were brought into existence to provide 
such added protection.  

ORIGIN OF AGENCIES UNDER THE BOARD 

The Federal Home Loan Bank System was created in 1932 to serve 
as a permanent credit reservoir for thrift and home financing institu
tions. It assists both borrowers and investors in such institutions 
through the supply of money to maintain liquidity or to provide for 
mortgage lending when local funds are insufficient. With the estab
lishment of the Federal Home Loan Bank System, a basic weakness 
of the American home-financing structure-the lack of any credit 
reserve facilities-has been eliminated.  

However, before the Federal Home Loan Bank System began its 
actual operation, the financial disaster had assumed such proportions 
that emergency action was needed. In June 1933, Congress estab
lished the Home Owners' Loan Corporation to help distressed home 
owners directly by refinancing mortgages on owner-occupied one- to 
four-family homes. This was strictly a temporary expedient and in 
June 1936, the Home Owners' Loan Corporation closed its refinancing 
operations.  

To strengthen the home-financing structure, the Home Owners' 
Loan Act provided for the creation of a national system of thrift and
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home financing institutions, the Federal savings and loan associations.  
These institutions, including newly established associations in areas 
theretofore and then inadequately served, and existing associations 
which applied and were approved for conversion from State to Federal 
charter, operate under a uniform national charter which seeks to 
combine the best policies and practices developed by the savings and 
loan industry as a whole. Today, Federal savings and loan associa
tions represent one of the most progressive and serviceable units of the 
home-financing system.  

Finally, successful operation of insurance for bank deposits by a 
Federal agency, introduced in 1933, led to the extension of a similar 
service to home-financing institutions in the following year. To 
restore and maintain public confidence in savings and loan associa
tions, Congress created the Federal Savings and Loan Insurance 
Corporation which protects the savings held in such institutions to a 
maximum of $5,000 for each investor. Insurance of accounts reduces 
the danger of mass withdrawals of funds in general or local panics and 
thus fortifies the home-financing system against unusual hazards.  
This protection represents another permanent safeguard placed 
around home ownership and thrift.  

SUMMARY OF OPERATIONS 

The operations of the various agencies under the Federal Home Loan 
Bank Board during the fiscal year 1939 are set forth in subsequent 
chapters of this report. However, in order that their achievements, 
measured against the predepression defects of our thrift and home
financing system, may be more fully understood, a summary of activi
ties from the inception of the agencies to date is given at this point.  

1. Federal Home Loan Bank System 

In the seven years of its existence, the Federal Home Loan Bank 
System has become an integral part of the American financial struc
ture. To the credit reserve systems for commercial banks and for 
farm finance provided by the Federal Reserve System and the Federal 
Land Banks, the Federal Home Loan Bank System has added a 
national credit reservoir for another important sector of our credit 
mechanism: home mortgage finance.  

On June 30, 1939, the Federal Home Loan Bank System served 
3,946 home-financing institutions, with aggregate resources of approx
imately $4,600,000,000, located in all the 48 States and in the District 
of Columbia, Alaska, and Hawaii. At the same date, member 
institutions were operating in 1,963 cities and towns which contain
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4 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

about 85 percent of the urban population of the United States. As 
most of the members, although strictly local institutions, are em
powered to make loans within a reasonably wide radius of their home 
office, it is evident that by and large, thrift and home financing insti
tutions in the entire nonfarm area of the country are provided with the 
services of the Federal Home Loan Bank System. These services now 
extend into every sizable community in the United States.  

Member institutions of the Federal Home Loan Bank System serve 
an estimated number of 6,500,000 individuals, either savers or bor
rowers or both. Since most of these individuals are heads of families, 
it may be roughly estimated that six million out of the some twenty
three million nonfarm families in the United States receive the benefits 
of the facilities offered by the Federal Home Loan Bank System.  

On June 30, 1939, the membership of the Federal Home Loan Bank 
System comprised 3,897 savings and loan associations, building and 
loan associations, homestead associations, and cooperative banks; 
9 savings banks; and 40 insurance companies.  

Within the field of savings and loan association-the only type of 
specialized home-financing institution in the country-the Federal 
Home Loan Bank System today comprises the bulk of the total 
industry. The assets of the member savings and loan associations 
represent over 66 percent of the total assets of all savings and loan 
associations operating in the country, and their mortgage loans 
outstanding are equal to 72 percent of all mortgage loans held by this 
type of financial institution. With such a degree of representation, 
the Federal Home Loan Bank System, in the field of home finance, 
has attained a place similar to that occupied by the Federal Reserve 
System in the field of commercial banking where member banks hold 
approximately 70 percent of the total deposits in commercial banks.  
In terms of number of member institutions, the Federal Reserve 
System comprises 41 percent of all banks; the Federal Home Loan 
Bank System, 47 percent of all savings and loan associations and 
similar thrift and home-financing institutions.  

The chief function of the Federal Home Loan Banks is to supply, 
primarily on first mortgage collateral, funds required by member 
institutions in order that they may meet the home-financing needs in 
their communities and withdrawal demands of savers and investors.  
From October 15, 1932, when the twelve Federal Home Loan Banks 
first opened for business, to June 30, 1939, advances to home-financing 
institutions totaled $523,023,390, of which $354,061,827 has been 
repaid. This indicates the extent to which the Federal Home Loan 
Bank System has been called upon to serve as a national credit 
reservoir. Through the Federal Home Loan Bank System, thrift
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and home mortgage finance have been better protected against local 
and nation-wide economic fluctuations, home ownership has been 
placed on a more secure basis, and the construction of new homes 
and the improvement of housing conditions have been encouraged.  

The establishment of a credit reserve system has brought to home
financing institutions not only a larger volume of potential credit, but 
cheaper money and a type of credit adapted to their special needs.  
The Federal Home Loan Banks obtain their funds from their capital 
stock, the proceeds from the sale of their securities to the public, 
and deposits received from their member institutions. From these 
sources the Federal Home Loan Banks are able to advance funds to 
member institutions on long terms up to ten years-in line with the 
essentially long-term character of the mortgage loans made by these 
institutions. The interest rates charged on advances have been 
substantially reduced since the organization of the Banks. In 1932, 
at the inception of the Federal Home Loan Bank System, when money 
was still scarce and dear, interest rates on Federal Home Loan Bank 
advances were from 4 to 5 percent; on June 30, 1939, they ranged from 
1% to 3y percent.  

CHART I 

ASSETS OF THE TWELVE FEDERAL HOME LOAN BANKS 

JUNE 30,1933 

JUNE 30,1939 %966<2>
4
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6 

Figures are Millions of Dollars 

The resources of the twelve Federal Home Loan Banks have con
tinuously grown until at June 30, 1939, they aggregated $296,629,853.  
On that date, the capital stock, surplus, and undivided profits stood 
at $173,128,616.  

The capital stock of the twelve Federal Home Loan Banks is made 
up by subscriptions of member institutions and of the United States 
Treasury on behalf of the Federal Government. To assist in the 
organization of the Federal Home Loan Bank System, Congress 
authorized the Secretary of the Treasury to invest up to $125,000,000 
in the capital stock of the Federal Home Loan Banks. With the 
growth in number and assets of member institutions, however, the 
proportion of Federal Home Loan Bank stock held by the United 
States Treasury to the total stock of the Banks has decreased. On 
June 30, 1933, this proportion was 82.7 percent, and on June 30, 
1939, 75.9 percent. Conversely, the proportion of stock held by mem-
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6 REPORT OF FEDERAL HOME LOAN BANK BOARD, 193 9 

ber institutions during that period has increased from 17.3 to 24. 1 
percent. From the beginning of operations through June 30, 1939, 
the twelve Federal Home Loan Banks have declared dividends aggre
gating $12,498,632, of which $9,849,146 was paid to the United States 
Treasury and $2,649,486 to member institutions.  

CHART II 

CAPITAL STOCK OF THE TWELVE FEDERAL HOME LOAN BANKS 

JUNE 30,1933 i90 430, 

JUNE 30,1939 - -,39 6 

Figures ore Millions of Dollars 
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Through the issuance of bonds and debentures, the Federal Home 
Loan Bank System has access to the money market of the country.  
For the first time in the history of American home-mortgage finance, 
local home-financing institutions have thus been afforded an avenue 
to the vast general money resources of the Nation. From April 1, 
1937, when the first issue of consolidated Federal Home Loan Bank 
debentures was offered, to June 30, 1939, such debentures were issued 
in the amount of $142,700,000, of which $52,700,000 had been repaid; 
on July 1, 1939, an additional amount of $41,500,000 was retired at 
maturity. The successful issuance of these debentures marked the 
passing of an important milestone in the history of the Federal Home 
Loan Bank System.  

In addition to security issues which permit the tapping of the 
general credit resources of the country, member deposits furnish a 
means of transferring funds from localities where money is ample to 
localities where money is scarce. On the whole, therefore, some 
elasticity of credit is provided which makes home mortgage lending 
less dependent on the irregular accumulation of savings in the 
various individual areas and communities.  

Evidence of the importance of the Federal Home Loan Banli System 
in the field of home-mortgage finance is found in the lending activity 
,of its member institutions. In the fiscal year 1939, member savings 
and loan associations of the Federal Home Loan Bank System made 
mortgage loans in the amount of $687,000,000, which represents 79 
percent of the total amount of mortgage loans made by all savings and 
loan associations, both member and nonmember. Of the total amount 
of home-mortgage loans made by all institutional lenders in the last 
few years, mem ber institutions of the Bank System accounted for 
approximately two-fifths.
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2. Federal Savings and Loan Associations 

Federal savings and loan associations have been operating for six 
years. The record of these operations evidences that the objectives 
of the Act authorizing the creation of Federal savings and loan 
associations have been attained in a large measure.  

Federal savings and loan associations have supplied substantial 
funds for the financing of homes. From June 13, 1933, to June 30, 
1939, these institutions have 
made mortgage loans in the CHART III 

amount of $1,137,000,000, of PERCENT INCREASE OF PRIVATE 
REPURCHASABLE CAPITAL IN COMPARABLE 

which $445,000,000 was for new FEDERAL SAVINGS a LOAN ASSOCIATIONS 

construction and reconditioning. 25 FISCAL YEARS 1936-1939 

Federal savings and loan asso
ciations have also encouraged 
regular and systematic savings 20 

which constitute the primary 
source of home-mortgage fi- 5 
nance. On June 30, 1939, about | 
1,300,000 individual investors 5 
held close to a billion dollars in 0 
shares of Federal savings and 
loan associations. At the same 5 

date, share investments of the 00 
United States Treasury and the 
Home Owners' Loan Corpora- 1936 1937 1938 1939 
tion, designed to stimulate the . DIVISION OF RESEARCH AND STATISTICS 

FEDERAL HOME LOAN BANK BOARD 

flow of private money into this 
improved type of home-financing institution, totaled $217,025,500, 
equivalent to approximately one-fifth of private investments in 
Federal savings and loan associations.  

The rate at which private investments in Federal savings and loan 
associations have increased is illustrated by the above chart.  

At the end of the fiscal year 1939, there were 1,386 Federal savings 
and loan associations operating in 46 States, in the Territories of 
Hawaii and Alaska, and in the District of Columbia. They serve 
wholly or in part 2,867 counties, or 93 percent of the total number of 
counties in the United States, and through their establishment, thrift
and mortgage-lending facilities have been made available to many 
communities which prior to 1933 had not had the benefit of local home
financing institutions.
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8 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

The demand for the organization of new Federal savings and loan 
associations and for conversion from State to Federal charter has been 
indicative of the need for home-financing institutions in communities 
not previously served by such institutions, and for the development 
of a uniform national system of savings and loan associations throughout 
the country. From the beginning of operations to June 30, 1939, the 
Federal Home Loan Bank Board has received 769 applications for the 
creation of new Federal savings and loan associations, of which 636 
were approved, 131 rejected, withdrawn, and canceled, and 2 are 
pending. During the same period, applications for conversion from 
State to Federal charter numbered 1,197, of which 750 were approved, 
and 349 rejected, withdrawn, and canceled; 98 applications were pend
ing on June 30, 1939.  

CHART IV 

NUMBER OF APPLICATIONS RECEIVED AND CHARTERS ISSUED (NET) THROUGH JUNE" 30,1939 

NEW AND CONVERTED FEDERAL SAVINGS AND LOAN ASSOCIATIONS 

0 500 1,000 1,500 2,000 

APPLICATIONS RECEIVED 1,197

CHARTERS ISSUED I.M 750

NEW Associations L CONVERTED Associations 

Before the issuance of charters to newly organized associations, the 
Federal Home Loan Bank Board examines the necessity for a new 
home-financing institution in the community and investigates whether 
its establishment would unduly injure properly conducted existing 
local thrift- and home-financing institutions. It also considers the 
character and responsibility of applicants and the probability of use
fulness and success of the proposed association. Hearings are con
ducted which provide an opportunity for full discussion of the applica
tion. In approving applications for conversion from State to Federal 
charter, the Board's decision is determined by a thorough analysis of 
the financial condition and the operation and management of the 
association.  

The effects of the establishment of Federal savings and loan associa
tions have reached far beyond these institutions themselves. The 
savings and loan industry as a whole has benefited greatly through the, 
organization of a national system of such institutions managed under 
high standards of operation. The improved and simplified savings, 
and loan plans under which Federal savings and loan associations 
operate have set an example which is gradually being adopted through 
amendments to the statutes of many States and in the operations of
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State-chartered institutions; likewise, the Federal requirements with 
respect to management have paved the way for a general rise in stand
ards of management throughout the savings and loan industry.  

With the establishment of Federal savings and loan associations, the 
set-up of the home-financing system of the country has followed the 
development of the banking structure. As there are State-chartered 
banks operating under State statutes and supervised by State author
ities, and national banks chartered under the National Bank Act of 
1863 and supervised by the Office of the Comptroller of the Currency, 
so there are State-chartered savings and loan associations operating 
under State law and supervised by State authorities, as well as Federal 
savings and loan associations operating under Federal charter and su
pervised by the Federal Home Loan Bank Board. Just as national 
banks are required to be members of the Federal Reserve System and 
to obtain insurance of deposits, so must Federal savings and loan 
associations be members of the Federal Home Loan Bank System and 
obtain insurance of accounts. In fact, membership in the Federal 
Home Loan Bank System and insurance of accounts have been im
portant factors in the success of Federal savings and loan associations.  

3. Federal Savings and Loan Insurance Corporation 

The Federal Savings and Loan Insurance Corporation closed its fifth 
year of operations in June 1939. At the end of this five-year period, 
the Corporation had extended insurance of accounts to 2,170 thrift
and home-financing institutions, comprising all savings and loan as
sociations operating under Federal charter and 787 State-chartered 
savings and loan associations which have applied and been approved 
for insurance. On June 30, 1939, the aggregate assets of these institu
tions were approximately $2,339,411,000, individual investors pro
tected by insurance of accounts numbered 2,236,043, and their insured 
accounts totaled $1,657,859,000. It is estimated that 3,500,000 fami
lies in the United States are served by insured savings and loan associa
tions, either through the lending or savings facilities offered by these 
institutions.  

By protecting investments in insured savings and loan associations 
to a maximum of $5,000 for each investor, the Federal Savings and 
Loan Insurance Corporation safeguards the typically small investor 
in home-financing institutions against loss of his savings. As 98 per
cent of all accounts in insured associations are not in excess of $5,000, 
the coverage is virtually complete.  

Assured that the safety of his investment is guaranteed by an instru
mentality of the United States, the insured investor no longer has to 

183130-39-2
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10 REPORT OF FEDERAL HOME LOAN BANK BOARD, 193 9 

fear a recurrence of the critical period of the early Thirties when 
many people lost their savings through the failure of banks and savings 
and loan associations. Insurance of accounts has thus strengthened 
public faith in the basic security of thrift- and home-financing institu
tions, has materially, helped to encourage the inflow of money for 
investment, and has contributed to the restoration of the home
-financing system of the country.  

In addition, a continuing guaranty of safety for savings invested i 
insured institutions has become a stabilizing factor in the develop
ment of the savings and loan industry and home-mortgage finance.  
Individuals saving money on a long-term basis place safety ahead of 
return, and insured associations have, therefore, been able to attract 
private capital in volume at lower rates of return than formerly were 
possible. This in turn has enabled insured institutions to reduce 
interest rates on home mortgages, to expand their lending activity, 
and to meet the present keen competition for sound mortgage loans.  

The beneficial effects of Federal insurance of accounts are evidenced 
by the progress of insured savings and loan associations.  

CHART V 

ASSETS OF AN IDENTICAL GROUP OF 1,882 INSURED SAVINGS AND LOAN ASSOCIATIONS 

AS OF JUNE 30,1938 and JUNE 30,1939 
MILLIONS OF DOLLARS 
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-June -30,1938- $1,869,090,300 
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June 30,1939$2,067530,800 M 1110~ 

The- Federal Savings and Loan Insurance Corporation has also 
assisted in the rehabilitation of savings and loan associations-a 
process that became necessary as an aftermath of the depression.  
Through June 30, 1939, the Corporation has been instrumental in 
effecting reorganization, with subsequent insurance of accounts, of 
284 savings and loan associations, with aggregate assets of approxi
mately $213,000,000 immediately after reorganization, and with 
$270,000,000 in assets on June 30, 1939.  

The strength of the protection provided by the Federal Savings and 
Loan Insurance Corporation lies in a combination of several factors 
which, in the main, are: wide geographical distribution of risk; 
reliance of the public upon the resources and integrity of an instru
mentality of the United States; strong capital structure and conserva
tive operating policy of the Corporation itself; and the assurance of 
sound operating practices of insured institutions by virtue of proper
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supervision. Among these factors, the diversification of risk over 
almost all sections of the country may be singled out as of particular 
importance in view of previous failures and present endeavors to 
provide insurance protection on a local basis.  

The number of settlements which the Corporation has had to make 
during its five years of operation is comparatively small. Through 
June 30, 1939, the Corporation has settled seven cases and paid losses 
of $386,000, or about 5.9 percent of total premiums received (taking 
into consideration recoveries by the Corporation already realized).  
In all these cases, the settlements were cash contributions to restore 
the impaired capital of insured institutions. No individual investor 
protected by the Corporation has lost any portion of his investment 
in an insured institution.  

CHART VI 

RESOURCES OF THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 

AS OF JUNE 30,1935 and JUNE 30,1939 

MILLIONS OF DOLLARS 
0 20 40 60 80 100 120 

June 30,1935 - $101,874,480 

June 30,1939 - $ I19, 400,262 n 

The resources of the Federal Savings and Loan Insurance Corpora
tion have steadily grown until on June 30, 1939, they totaled 
$119,400,262. To the capital stock of $100,000,000-subscribed for 
by the Home Owners' Loan Corporation-$18,283,344 was added in 
reserves and surplus within five years, thereby strengthening the 
Insurance Corporation's resources on which its value to the insured 
institutions and to the investing public ultimately depends. During 
the whole period, the interest earned on the reserve fund was sufficient 
to pay administrative expenses which were only 3.9 percent of 
total income.  

4. Home Owners' Loan Corporation 

The Home Owners' Loan Corporation in the period from July 12, 
1933, to June 12, 1936, completed the immense task of refinancing 
the mortgage loans of 1,017,827 small-home owners who were in 
default and threatened with the loss of their properties. This 
refinancing operation of the Federal Government has protected 
directly about one-tenth of all owner-occupants of nonfarm homes in 
the United States against immediate dispossession. The low-cost 
mortgage loans of the Home Owners' Loan Corporation, repayable in 
small monthly installments over a fifteen-year period, have afforded
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12 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

substantial relief to distressed borrowers and have helped a large 
number of families to rehabilitate themselves-families which, as a 
result of the economic collapse in the early Thirties, were in imminent 
danger of losing their homes only a few years ago.  

Some borrowers of the Corporation have been unable or unwilling to 
carry even these low-cost loans made available to them. Up to 
June 30, 1939, the Corporation was obliged to authorize foreclosures 
on 171,036 original loans (withdrawals deducted), equivalent to only 
16.8 percent of the total number of original loans made. A number of 
borrowers, on the other hand, were in a position to repay their loans 
in full prior to the expiration of their loan contracts; as of June 30, 
1939, there were 53,676 borrowers, or almost 5.3 percent of the total 
number of original borrowers, who had thus liquidated their entire 
indebtedness to the Corporation. Of the some 800,000 original 
borrowers remaining on the books of the Corporation on June 30, 1939, 
more than four-fifths were in satisfactory status and have given all 
indications of being on the road to complete rehabilitation.  

The results reflected in these figures have been accomplished, in a 
large measure, by the careful attention and cooperative assistance 
which is given to those borrowers who find it difficult to meet their 
obligations, and by the utmost leniency shown in all deserving cases 
where the borrower has any prospect of "coming through" in the 
future. Through formal and informal adjustments for the payment 
of arrearages, and through advances for reconditioning, taxes, and 
insurance, efforts have been made to aid such borrowers in their 
rehabilitation.  

Since the closing of its refinancing operations in June 1936, the 
Home Owners' Loan Corporation has entered the phase of gradual 
liquidation. The chart on page 13, which shows the disposition of 
the original loans at June 30, 1939, illustrates the changes that 
have occurred through the liquidation program.  

Of the original refinancing loans made by the Corporation, 77.90 
percent were still in active status on the books of the Corporation; 
5.70 percent had been removed from the Corporation's records by 
payment in full, cash sales of properties, and charge-off; 1.55 percent 
of the total number of original loans were in foreclosure pending 
judgment or sale; 9.75 percent were on the books as properties owned; 
and 5.1 percent had returned to the records as accounts of vendees; 
that is, of purchasers of HOLC properties sold on extended terms of 
payment.  

Through repayments on principal by original borrowers and 
vendees and through cash proceeds from property sales, the Corpora
tion has liquidated approximately one-fifth of its gross investment in
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loans and properties, as of June 30, 1939. As was to be expected, the 
liquidation of mortgage loans made primarily to defaulted borrowers 
has been attended by losses. After provision of $147,223,168 for past 
and future losses, the deficit as of June 30, 1939, stood at $59,562,029.  

In the process of liquidation, the Corporation's activities have 
changed in nature, but its total work load has remained substantial.  
The reduction in the number of original borrower accounts, for 

CHART VII 

DISPOSITION OF ORIGINAL REFINANCING LOANS MADE BY 
THE HOME OWNERS' LOAN CORPORATION ON JUNE 30,1939 
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instance, has been offset in large part by an increase in vendee accounts 
originating from property sales; and the management, renting, recon
ditioning, and sale of the properties which the Corporation has been 
acquiring has increased rather than diminished in importance and 
volume. From the beginning of operations through June 30, 1939, the 
Corporation has acquired 141,752 and has sold 55,303 properties, 
leaving 87,618 owned on June 30, 1939. In addition, there were 11,736 
properties in process of acquisition on that date. The book value of 
properties owned and in process of acquisition was $549,441,184.  
On June 30, 1939, there were 76,911 dwelling units rented in properties 
owned by the Corporation. At the same date, the Corporation's total
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14 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

cumulative expenditure for reconditioning, necessary for the pro
tection of the Government's interests, reached approximately 
$140,000,000.  

Since the beginning of liquidation, the Home Owners' Loan Cor
poration has effected drastic reductions in administrative costs as 
illustrated by the chart below. Total personnel dropped from a peak 
number of 20,811 in November 1934 to 11,007 on July 1, 1939. These 
economies were made possible by the elimination and consolidation of 
field offices, attendant upon the cessation of refinancing operations, 
and through improvements in organization and efficiency.  

CHART VIII 

ADMINISTRATIVE EXPENSES OF THE HOME OWNERS' LOAN CORPORATION 

Fiscal Year 1936-$ 35,881,600 

Fiscal Year 1939 -$ 25,025,000 

During the fiscal year 1939, operating expenses 1 of the Home 
Owners' Loan Corporation were approximately 1.94 percent of the 
average dollar load in loans and properties in the period. In consider
ing this figure, account must be taken of the fact that the average loan 
made by the Corporation was only slightly in excess of $3,000. The 
servicing of such small loans made to defaulted home owners, and the 
management of small properties spread over the whole country, pre
sents an administrative task of the first order. In view of these facts, 
it is evident that operating expenses of less than 2 percent of the total 
dollar load in loans and properties represents the lowest level consistent 
with the maintenance of an organization adequate for carrying out 
the purpose of the Home Owners' Loan Act.  

GENERAL EFFECTS 

The combined achievements of the agencies under the Federal Home 
Loan Bank Board have reached into the entire field of thrift- and 
home-mortgage lending, and as the financial system of a country is 
no stronger than its weakest link, they have fortified our financial 
structure as a whole. The work of these agencies has been instru
mental in bringing about far-reaching reforms in home finance-re
forms providing one of the bases for the recovery of home-construction 
and home-mortgage lending which has taken place in the last few 
years (and which will be surveyed in Section II of this report).  

1 Including administrative, general, and property expenses; excluding the cost of money and capital 
losses.
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The Home Owners' Loan Corporation laid the ground work by arrest
ing the avalanche of foreclosures, the deflation of property values, and 
the freezing up of large numbers of financial institutions. A real
estate market which was already suffering from half a million fore
closures on urban properties in 1931 and 1932 never could have sur
vived the million more foreclosures halted directly by the refinancing 
operations of the HOLC. Without this refinancing, the stabilization 
of the real-estate market upon which any sound revival of new con
struction is predicated would have been delayed by years or indefinitely.  
Moreover, the long-term amortization loan plan instituted by the 
HOLC on a nation-wide scale has set an example which today is 
accepted by most private mortgage-lending institutions as sound and 
safe.  

The existence of a central reserve system for thrift- and home
financing institutions, and insurance of accounts in a large number 
of these institutions, has stimulated confidence and helped to direct 
the flow of money into home finance and new building. The revival 
of home-mortgage lending is evidenced by the almost $3,500,000,000 
of home-mortgage loans made by savings and loan associations in 
the five-year period from 1934 to 1938, of which approximately 
$1,000,000,000 was for new construction. The creation of a new 
progressive type of savings and loan association, chartered and super
vised by a Federal instrumentality, has given added strength to the 
home-financing industry as a whole. Through rules and regulations 
laid down by the Federal Home Loan Bank Board, and through 
supervision and guidance of home-financing institutions, mortgage
lending practices and savings plans have been improved, standards of 
management raised, and costs of home ownership reduced.  

The adoption of the direct-reduction loan plan by the institutions 
under direct supervision of the Federal Home Loan Bank Board has 
brought millions of savings to home owners. Liberal loan limits and 
longer amortization periods permitted under Federal law have made 
home ownership available to families of moderate means. At the 
same time, the gradual transformation of large portions of the short
term mortgage indebtedness into long-term amortized loans has 
reduced unnecessary hazards to borrowers and lenders as well. By 
all these legislative and administrative measures, thrift and home 
ownership have been placed on a broader and more secure basis, and 
a greater degree of uniformity has been injected into a sector of our 
financial system once characterized by a confusing variety of plans of 
operations and by lack of national coordination.

15
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16 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

IMPORTANCE OF COORDINATION 

By concentrating responsibility for the supervision of the Federal 
Home Loan Bank System and the Federal savings and loan asso
ciations, as well as the direction of the operations of the Federal 
Savings and Loan Insurance Corporation and the Home Owners' 
Loan Corporation in one governing unit, Congress combined major 
elements of urban home mortgage finance in the Federal Home Loan 
Bank Board. Through this provision there was assured a uniformity 
of policy and direction which otherwise would not have been possible.  
Coordination under one management has also permitted the utili
zation of the experience gained in one agency under the 'Board for 
the benefit of the others. As Federal activity in the field of home
mortgage finance is of such recent origin, this coordination has greatly 
facilitated the orderly development of sound standards and the 
gradual training of a staff of public servants chosen to specialize in 
this important field.  

Finally, the concentration of management under one Board has 
resulted in substantial economies. Not only are the administrative 
expenses of the Board, with the exception of those of the Examining 
Division, absorbed by the several agencies, but-as will be seen from 
the Organization Chart facing page 1-ten general service units are 
at the disposal of all agencies under the Board, with the result that 
overhead costs as a whole are considerably lower than if each agency 
had to maintain such service divisions of its own. These divisions 
include the Legal Department, the Examining Division, the Division 
of Research and Statistics, the Review Committee, the Public Rela
tions Department, the Personnel Department, the Personnel Com
mittee, and the offices of the Secretary, the Financial Adviser, and the 
Budget Officer.  

To a large extent, a similar system of coordination is in effect in 
the regional organization of the activities under the Board's jurisdic
tion. While the primary function of the Federal Home Loan Banks 
is that of credit reserve institutions, the officers of the Banks act as 
agents for the Board in the supervision of Federal savings and loan 
associations and State-chartered insured savings and loan associations.  
They also act in an advisory capacity with respect to operating prob
lems of all member institutions in their Districts; handle applications 
for membership in the Federal Home Loan Bank System, for insur
ance of accounts, and for theeissuance of Federal charters; and receive 
and make recommendations on requests for investments by the Home 
'Owners' Loan Corporation in member institutions. This procedure 
reduces the volume of reports, examinations, and other work, not only
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for the agencies under the Board but also for the home-financing insti
tutions themselves. It has helped to keep costs at a minimum and to 
render the Federal Home Loan Banks a source of invaluable informa
tion on home-financing conditions in their Districts.  

SUPERVISION AND EXAMINATION 

Coordination is of particular value in the field of supervision. The 
concentration of Federal supervision over home-financing institutions 
in the Federal Home Loan Bank Board has permitted a great degree of 
simplicity and uniformity.  

As already indicated, the Examining Division of the Federal Home 
Loan Bank Board serves all agencies under the Board. It conducts 
periodic and special supervisory examinations of Federal savings and 
loan associations, of State-chartered savings and loan associations 
which are insured by the Federal Savings and Loan Insurance Cor
poration, and of such noninsured member institutions of the Federal 
Home Loan Bank System as are not subject to State supervision. It 
also analyzes the financial condition of institutions which apply for 
membership in the Federal Home Loan Bank System, for insurance of 
accounts, for conversion from State to Federal charter, or for invest
ments by the Home Owners' Loan Corporation. This centralization 
of examining functions results in many advantages. Federal savings 
and loan associations are subjected to examination by only one agency.  
In the case of State-chartered savings and loan associations insured 
by the Federal Savings and Loan Insurance Corporation, agreements 
have been reached with 33 States providing for joint examinations in 
order that overlapping of Federal and State examination may be 
reduced. If insured State-chartered savings and loan associations 
apply for conversion to Federal charter or for investments by the 
Home Owners' Loan Corporation, the data collected by the Board's 
Examining Division may be used in the consideration of such request.  
Uniform standards and procedures are being applied in all examina
tions and analyses of reports.  

Supervision is one of the most important functions of the Federal 
Home Loan Bank Board. On June 30, 1939, there were 2,214 thrift
and home-financing institutions with total assets of approximately 
$2,400,000,000 under the direct supervision of the Board, including all 
Federal- and State-chartered insured savings and loan associations, 
and member associations of the Federal Home Loan Bank System 
that are not supervised by State authorities. In addition, the Board 
is charged with the semi-annual examination of the twelve Federal 
Home Loan Banks.

17
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18 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939 

Thorough and efficient supervision is not only a matter of sound 
business practice, but a means of safeguarding the savings of more 
than four million individual investors in the institutions supervised 
by the Board. It is also instrumental in protecting the large amount 
,of funds invested in these institutions and related Federal agencies by 
the United States Treasury and the Home Owners' Loan Corporation.  
All together, investments of the United States Treasury and the Home 
Owners' Loan Corporation in the capital stock of the Federal Home 
Loan Banks and the Federal Savings and Loan Insurance Corporation, 
and in shares of member institutions of the Bank System are close to 
$600,000,000. The responsibility for such supervision as may be 
necessary to protect the Government interests rests upon the Federal 
Home Loan Bank Board.  

The following, table contains a summary of the examinations and 
analyses conducted by the Exanmning Division of the Federal Home 
Loan Bank Board during the fiscal year 1939: 

Number 
Supervisory examinations----------------------------------------- 399 
Supervisory examinations and audits------------------------------- 1, 443 
Miscellaneous examinations ----------------------------------- ---- 261 
Examinations and analyses of applications for membership, insurance, 

conversion, and HOLO investments ----------------------- 753 
Other services 1----- --------------------------------------------- 259 

Total -------------------------------------------------- 3,115 
1 Examinations on occasion of mergers; purchase, sale, transfer, or segregation of assets; services to 

Federal I-ome Loan Banks and Federal Savings and Loan Insurance Corporation; and other services.  

During the fiscal year 1939, examination costs to the institutions 
-supervised by the Federal Home Loan Bank Board were materially 
reduced. A revised, simplified examination report form, which was 
dIeveloped in conferences by the National Association of State Building 
and Loan Supervisors, the United States Building and Loan League, 
and representatives of the Federal Home Loan Bank Board, was 
adopted in October 1938. Furthermore, the basic rate of per diem 
charges was decreased by 10 percent, effective January 2, 1939, and 
charges for assistant examiners were computed at lower per diem 
rates, effective March 1, 1939.  

OPERATION ON A SELF-SUPPORTING BASIS 

Although the Federal Home Loan Bank Board and its agencies are 
entirely self-supporting, they operate within budgets approved by 
Congress. The Board derives its incQme from assessments upon the 
twelve Federal Home Loan Banks, from charges made against the 
Homeip Ownersq' Loan Corporation and the Federal Savings and Loan
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THE BANK BOARD AND ITS AGENCIES 19 

Insurance Corporation for services rendered by the Board, and from 
fees received for the examination of home-financing institutions. The 
greater portion of the Board's operating budget represents expenses 
of the Examining Division, all of which are reimbursed by the institu
tions examined.  

The Federal Home Loan Banks obtain their income from interest 
on advances and investments, and the Federal Savings and Loan 
Insurance Corporation from insurance premiums and interest earned 
on investments. The Home Owners' Loan Corporation has also been 
able to operate within the revenue which it collects, although it has 
sustained some inevitable losses in the liquidation of its emergency 
loans.  

At the end of the fiscal year 1939, the personnel of the Federal Home 
Loan Bank Board totaled 347. Exhibit 1 presents a summary of 
personnel by departments, as of June 30, 1938, and June 30, 1939.  
A statement of receipts and disbursements of the Federal Home Loan 
Bank Board for each of the fiscal years 1938 and 1939 is given in 
Exhibit 2.
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