
ANNUAL REPORT OF THE HOME LOAN BANK BOARD 
FOR THE CALENDAR YEAR 1947 

The most significant event during the year 1947 in the organization 
and functions of the Hoine Loan Bank program was the shift of author
ity from the Federal Home Loan Bank Administration to the Home 
Loan Bank Board. This change was more than nominal; it was a 
shift from a one-man Commissioner to a three-man Board. It also 
represented a partial change of direction and emphasis in carrying 
out the assignments under the Federal Home Loan Bank Act of 1932, 
as amended; the Home Owners' Loan Act of 1933, as amended; and 
title IV of the National Housing Act, as amended.  

In the recent transition, the Congress, by the provisions of Reorgani
zation Plan No. 3 of 1947, which became effective July 27, 1947, 
substituted a bipartisan board of three men for the single Commis
sioner, and defined in new provisions the Board's responsibility and 
power for the determination of policies. Although the Board was 
placed in charge of all the units which had functioned as a part of the 
Federal Home Loan Bank Administration under a Commissioner from 
February 24, 1942, through July 26, 1947, it did not, by its new 
authority, assume the full responsibilities and power which had been 
exercised prior to February 1942 by a bipartisan board of five.  

Responsibilities of the Home Loan Bank Board 

Under provisions of the original Federal Home Loan Bank Act, 
12 Regional Banks (now consolidated in 11) were created. They 
function as a credit reserve system for thrift and home financing 
institutions. Until June 1933, the Federal Home Loan Bank Board 
had no other responsibility than the development and supervision of 
the Regional Banks of the Federal Home Loan Bank System, the 
membership of which consisted of State-chartered savings and loan 
associations, mutual savings banks, cooperative banks, homestead 
associations, and life insurance companies which qualified for and were 
accepted into membership under the terms of the act.  

With the passage of the Home Owners' Loan Act June 13, 1933, the 
Members of the Federal Home Loan Bank Board were given the 
additional duty of serving as the Board of Directors of the Home 
Owners' Loan Corporation. One of the little known and highly 
important provisions of the Home Owners' Loan Act was to give 
authority to the Board to create and supervise a wholly new type of 
federally sponsored, locally owned and managed institution known as 
Federal savings and loan associations. They were to be similar in
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form and purpose to State-chartered savings and loan associations.  
A special justification for the chartering of Federal savings and loan 
associations was that they were to be organized in areas where the 
services of such State-chartered associations were inadequate or not 
available and where the need for such institutions was clearly 
demonstrated.  

In 1934, approximately one year after authorization for the creation 
of Federal savings and loan associations, the Federal Savings and 
Loan Insurance Corporation was created and the members of the 
then Federal Home Loan Bank Board were designated as its trustees.  

These four organizations-the Federal Home Loan Bank System, 
the Federal Savings and Loan System, the Home Owners' Loan Cor
poration, and the Federal Savings and Loan Insurance Corporation
are today under the management and supervision of the Home Loan 
Bank Board.  

Functioning Under Federal Loan Agency and National Housing Agency 

For several years the Board functioned as an independent estab
lishment reporting directly to the Congress and the President. On 
April 25, 1939, by congressional approval of the President's Reor
ganization Plan No. 1, the Federal Home Loan Bank units were 
grouped under the Federal Loan Agency, along with the Reconstruc
tion Finance Corporation, the Federal Housing Administration, and 
the Import and Export Bank of Washington, and were under the 
general supervision of the Federal Loan Administrator. The an
nounced purposes of the Federal Loan Agency were "to consolidate 
agencies according to major purposes, to reduce the number of 
agencies by consolidating those having similar functions and by 
abolishing such as may not be necessary, to eliminate overlapping 
and duplication of effort, to increase efficiency and to reduce expen
ditures." 

The Federal Home Loan Bank Board and its units continued under 
the Federal Loan Agency until February 24, 1942, when by Executive 
Order No. 9070, the Board was vacated and its Chairman was made 
Commissioner of the Federal Home Loan Bank Administration. All 
of the units formerly under the Federal Home Loan Bank Board were 
retained without change under the Commissioner and, in addition, 
the United States Housing Corporation was added by transfer. Its 
operating units, by the Executive Order, were placed under the Na
tional Housing Agency, along with the Federal Housing Adminis
tration and the Federal Public Housing Authority.  

Functioning Under Housing and Home Finance Agency 

Under the recently adopted Reorganization Plan No. 3 of 1947, the 
Home Loan Bank Board became a component part of the then formed
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Housing and Home Finance Agency, which was established as a per
manent organization of the Federal Government under an Adminis
trator to coordinate and supervise the principal housing programs of 
the Federal Government.  

As Plan No. 3 provides, the Home Loan Bank Board, through its 
Chairman, reports to the Housing and Home Finance Administrator, 
and by its Chairman is represented on the National Housing Council 
which serves as a medium for promoting, to the fullest extent possible 
within revenues, the most effective use of housing functions and activ
ities administered with the Housing and Home Finance Agency, and 
for facilitating consistency between such housing functions and ac
tivities and the general economic and fiscal policies of the Govern
ment, and for avoiding duplication or overlapping of such functions 
and activities.  

United States Housing Corporation 

One organization-the United States Housing Corporation-in the 
list of those directed and supervised by the Home Loan Bank Board 
was delivered to it for final liquidation in February 1942 by Execu
tive Order No. 9070. At that time its liquidation and dissolution 
were nearing completion.  

The United States Housing Corporation came into existence in 
July 1918, during World War I. It was then created for the purpose 
of providing housing for workers in congested war production centers.  
To it was assigned the duty of constructing and operating various 
housing projects of the Federal Government. Between July 8, 1918, 
when the first contract was awarded, and November 11, 1918, 60 
general contracts were awarded and 23 more were ready to be let.  
Following the signing of the armistice, it was decided that the Corpora
tion should complete such projects as were in an advanced state and 
that others should be abandoned and the materials salvaged. The 
Corporation completed about 6,000 residential properties in some 26 
States, as well as several large hotels in the District of Columbia, and 
Seattle, Wash. The total amount spent on all projects, whether com
pleted, partially completed, or abandoned, was more than $58,000,000.  

Authority for the management of the affairs of the Corporation, 
which originally was delegated to the Secretary of Labor, was trans
ferred to the Secretary of the Treasury in June 1937, to the Federal 
Works Administrator in June 1939, and finally to the National Hous
ing Agency in February 1942, to be administered in the Federal Home 
Loan Bank Administration.  

The liquidation of all the assets and the winding up of the affairs 
of the Housing Corporation were completed by June 30, 1945, with 
the exception of the final transfer of funds to the United States 
Treasury and the final disposition of minor litigation. As of January
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15, 1947, when the final report to the Congress on the liquidation of 
the Corporation was submitted, all assets of the Corporation had been 
liquidated, the cash covered into the United States Treasury, with 
final dissolution being held up awaiting the disposition of one un
important pending damage suit.  

From the beginning of its operations through to its dissolution, the 
United States Housing Corporation had cumulative income of $17,
755,204. Operating expenses of $11,145,848 reduced the net operat
ing income to $6,609,356. Losses from liquidation and sale of 
properties amounted to $35,290,686 and in addition there were 
transfers to other governmental agencies of properties valued at 
$5,229,723 for which the Corporation was not reimbursed. The 
final deficit of $33,911,053, represented 44.5 percent of the cumulative 
investment of $76,163,332. If reimbursement had been received for 
these transfers to other governmental agencies, the final deficit would 
have been reduced to $28,681,330, or 37.7 percent of the cumulative 
investment.  

Staff of Home Loan Bank Board 

The Home Loan Bank Board began 1947 with a staff of 91 and ended 
the year with 73. This personnel included all engaged in staff func
tions as distinguished from operating functions and represented 
Board Members and their assistants, the Legal and Personnel Depart
ments, and the Office of the Secretary. A chart of the organization 
of the Board and its three operating units appears on the opposite 
page.  

Administrative Expenses (Home Loan Bank Board) 
Funds required to defray the administrative expenses of the Home

Loan Bank Board, as such, are derived from contributions by the 
three constituents of the Board, namely, the "Federal Home Loan 
Bank System," the Home Owners' Loan Corporation, and the Federal 
Savings and Loan Insurance Corporation.  

For the calendar year 1947, administrative expenses of the Board 
aggregated $369,861.20. Contributions by the above named con
stituents, applicable to the calendar year in question, were as follows: 

Federal Home Loan Bank System-------------------------- $161, 618. 91 
Federal Savings and Loan Insurance Corporation------------ ---- 93, 398. 00 
Home Owners' Loan Corporation ---------------------------- 105, 928. 00 

Total-. ------------------------------------------- 360, 944. 91 

The excess of expenses over income during such year is represented 
by amounts due the Board but not actually collected from the two 
Corporations as of December 31, 1947.
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FUNCTION AND ORGANIZATION CHART OF THE 

HOME LOAN BANK BOARD 
(as of December 31, 1947) 

HOME LOAN 'BANK BOARD

BOARD MEMBER 
Performs the functions of Member of the Home Loan Bank Board 
in accordance with the provisions of Reorganization Pls o.  
3 of 1947.

ASST. TO THE BOARD MEMBER 
Under direction of the Board Member whom he serves, 
he assists in collecting material, handling cor

are delegated to him,

I 
LEGAL DEPARTMENT 

Conducts all legal matters for the dona 
Loan Bank Board, Including the Federal Hoe 
Loan Bank System, Federal Savings and Loan 
Insurance Corporation. and Home Owners' 
Loan Corporation.  

I eneral Counsel

FEDERAL HOME LOAN BANK SYSTEM 
Created under an Act of July 22, 1932, to provide e 
nation-wide hone mortgage credit reserve for thrift and 
hose-financing inatitutionas: charters, exasmines, and 
supervlses all Federal savings and loan essocistions; 
examines and, jointly with state officials, supervises 
insured state-chartered associations: examines other 
senber Instittlions as provided for in the Federal rome 
Loan Bank Act.

GOVERNOR 
Plans, organizes, nd directs operations of 
the Bank System.  

DEPUTY GOVERNOR DEPUTY GOVERNOR 

Loan Banks, Cr troller: and operations of mer
directs vrlous adminis- bar Institutions; di
trative Itters. rect various adminls

Istrative matters.  

OFFICE OF THE COMPTROLLER OFFICE Of THE CHIEF SUPERVISOR 
Approves and supervises the ac- Directs supervilon of Federal 
counting systems and records of savings and loan associations: 
the Banks; examines and analyzes exercises joint supervision with 
bank operations; Initiates Poli- state authorities of Insured .  
cies affectingflscal operations: state-chartered associations; 
maintains accounting and other confers with supervisory agents, 
records, board s of directors end officers 

of supervised institutions.  

S Comptroller Chief Supervisor

BANK OPERATIONS SECTION 
Supervision of seni-annual and 
special examinations of banks; 
current analysis of the opera
tions of banks; analysis of so
nual budget s and initiatlion of 
necessary processing of subse
quent recoemendations of budget
ary aemendents.  

Chief, Bank operations Section

REVIEW a ANALYSIS SECTION 
Analyzes and askes recommends
tions on applications submit
ted pursuant to taw or regula
tions.  

Chief Revie oand Analysis Section

FISCAL OPERATIONS SECTION EXAMINING DIVISION 

Conducts budgetary and fiscal Dtrects and coordinates examining 
operations of the Bank 3ystem; activities throughou the system: 
supervision of accounting; re- recomends procures for exae

ination of Insured and opplicant 
vian of flnnclal operaties. institutions ; audits insured in

stitutions: directs soeciel exar
inatlona and analyses of annual 
reeorts.  

Fiscal Officer Chief Feartner 

OFFICE OF DISTRICT EXAMINER 
II FED. HOME LOAN BANKS MOake* assiyents fe Issues InPOST0# ' INDI~k POLIS|t structions to fiold eseriners; 

NEWYOH CtICA i I reviews exminatior reports.  

TOPEa LITTLE ROCK II District Examiners 

BINSTON-SALEM SAN FRA3CISCO 
CICINMATI 

I ME INSTITUTIONS DISTSUPENTVISOR

CHAIRMAN 
The Chairman Is the chief executive officer of the Board, 
appoints and direct s the personnel necessary to the perform
ance of the functions of the Board and of each agency under 
the Board, as prcvided under Reorganization Plan No. 3 of 
1947, and also performs the functions of Member of the nome 
Loan Bank Board in accordance with the terms of the same Plan.

S ASST TO THE CHAIRMAN 
Serves as assistant to the Ghairman in planning 
end coordinating Budget matters; handles Congres
sionol corresoondence and carries out such other 
duties as are assigned, 

BUDGET OFFICE 
Plans and coordinates Oudgetary activities of 
the dome Loan Bank Board and Its administra
tive units.

I.  
PERSONNEL DEPARTMENT 

Directs a program of personnel aoministra
tion for the Home Loan Bank Board, includ
Ing the Federal Home Loan Sank System, Fed
eral Savings and Loan Insurance Corpora
tion, and Heoe Owners, Loan Corporation.  

Director of Porsonnel

I 
BOARD MEMBER 

Performs the functions of member of the tome Loan Bank Board 
in accordance with the provisions of Reorganization Plan No.  
3 of 1947.

ASST. TO THE BOARD 
Acts on behalf of the Board as designated and au
thorized in dealing wrth general tasks, problems, 
policies, and opportunitlns of Interest tn the 
board and each of Its operating units.

ASST. TO THE BOARD MEMBER 
Under directionof the B6mrd nemberwhom he serves, 
he assists in collecting material, handling cor
respondence, and carrying out such assignments as 
are delegated to him.

OFFICE OF INFORMATION FEDERAL HOME LOAN BANK REVIEW
Acts for the Home Loan Bank Board and its ad
ministrative units In dispensing information 
to other Federal agencies and the public.

Publishes statistical and other information 
about the operations of the inme Loan Bank 
Board and its agencies and provides such in
formation to member institutions of the Bank 
System as willasssist in carrying out their 
technical purposes and public services.

-0

FEDERAL SAVINGS & LOAN INSURANCE CORP 
Created pursuant to Title IV of the Nationel Housing Act 
in 1934, with a capitpl of $100,000,000, to insure oc
counts of building end loan, savings and loan, end home
stead associations, and cooperative banks to a maximum 
amount of $5,000 for each investor, The Act requires 
the Corporation to insure the accounts of all Federal 
sav.ngs and 1oen associations.  

GENERAL MANAGER 

Plans, organizes, and directs operations of 
the Corporation.  

DEPUTY GENERAL MANAGER 
AActs st oelf of the General snager 
es designated and authorized.  

CLAIMS F ADJUSTMENTS DIV UNDERWRITING 8 REHA . DIV.  

Supervises the payment of Insur- Develops programs for Insurance 
ance to investor in insured aei- of accounts; effects rehabllta
bher institutions in liquidation; tion, reorganization, and mer
assists in negotiations to pre- fers; cooperates with officials 
vent default. of Banks and state supervisory 

authorities.  

Assistant General Manager Assistant Genera mnager 

FIELD STAFF FIELD STAFF 

tskee payment of Insurance for Solicitsnew business; cooperates 
the Corporation to members of in the development and execution 
insured instittiions in liquids- of co munlty progres for rain
tion. bilitatlon of Institutions apply

ing for insurance of accounts.  

Temp. -Po personnel at present. Specal) Representative 

LIQUIDATION a RECOVERIES DIV COMPTROLLER'S DIVISION 

Suerves contributions to pr- reparesfinancial andaccount
vent default and 1luidation of Ing records and reports, audits 
Institutions for which the Cor- claims; records receiptsanddis
oration has been appointed re - - bursements; prescribes and super
oerates with officau of banks, vises accounting records for (n
aured Institutions, n state sured Instititions in receiver
and Federal authorities. d ship._

Assistpnt General Manoger Comptroller 

FIELD STAFF 

Acts as et for the Corpora- OPERATING ANALYSIS DIVISION 

tion in liquidating Institutions Analyzes financial and operating 
end conducts receivership opera- date pertaining to the adminis
tions. tration of the Corporation and 

the eFnk Syste«.  
Principal Liquidator at Large 

Chief 

It DISTRICT AGENCIES 

2517 INS. INSTITUTION

AUDITING DEPARTMENT 
Plans, organices, and directs auditin9 
functions of'tiHOLC; conducts perindir and 
special audit eatnatinns or Investiga
tions of arrounts and records.  

Audttar

I 
OFFICE OF THE SECRETARY 

Fiirnshes anainistrative and general serv
ices fcr te hnome Loan Bank Board, Includ
ing the Federal H-e Lan Bank Systen, Fed
realtavings and tLva n insurance Corpora
urn, sad tone Owners' Loan Cnmpnratien.  

Secretary tn the Home Loan Bank Board

HOME OWNERS* LOAN CORPORATION 
Creeted unrder on Act of June 13, 1933, *o ex

t
ent relief 

to distressed home owners who were in dancer of losing 
their homes through foreclosure. Since the cloe of its 
lending period, June 12, 1936, It hes beeen egeged in 
servicing its loans, liquidating itn assets, ntd dis
charging its resoonslblIities to bondholders and the Ovy
errment.

GENERAL MANAGER 

Plans, organizes, end directs operations of 
the Corporation.  

OFFICE OF DEPUTY GEN MGR& OFF OF ASSE TO THE GEN. MGR 
Aselsts In planning, organizing, Supervises the Forms end Regula
e d irecting operations In the Clots Sectio and the Prrhe 

Hove end loegionsi Offices. end Suoaly Section; directs general administrative (raters.  

Deputy Gneral Managers Assistent to Ceneral smnpoer 

LOANS 6 PROPERTIES DIVISION FORMS & REGULATIONS SEC.  
Supervses and 'lrects the ser- Reviews, processes, and promu
vicino of loans, canagent of gates official regulations end 
properties, reconditioning and procedures, forms, end instroc
appraisal operations: meintains lions; perforns other adminis
records and provides for the pay- tratlve function,.  
nent of taxes and insurance.  

(See Decuty General Managers) Surervisor 

COMPTROLLER'S DIVISION PURCHASE a SUPPLY SECTION 

Conducts accounting operationi Directs and controls purchase and 
and prepares finrncial reports sales operations; aintains stock 
in the Home Office; supervises room; provides for maintenance of 
fiscal and accounting opera- mechanical and other e4alprent.  
tions in the New York Regional 
Office, 

Comptroller Supervisor 

TREASURER'S DIVISION 
Controls alt operations pertain
Ig to the receipt end disburse
sent of cash, bonds, notes, and 
securities of the Corporation.  

Treasurer 

REGIONAL OFFICE 

NEW YORI 

(Closed 12-31-47) 
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Personnel oJ the Bank Board 

Prior to July 27, 1947, when Reorganization Plan No. 3 of 1947 
became effective, all functions and activities of the Bank Board and its 
three operating units were under the Federal Home Loan Bank Admin
istration with John H. Fahey as its Commissioner. Pending the initial 
appointment of the Members of the new Home Loan Bank Board 
provided by the Plan, existing officials were designated to perform 
temporarily the functions of the Board Members. On August 15, 
1947, John H. Fahey, Nathaniel Dyke, Jr., and J. Alston Adams were 
given recess appointments as Members of the Home Loan Bank Board, 
Mr. Fahey being designated as Chairman. Upon the expiration of 
these appointments, on December 20, 1947, William K. Divers and 
J. Alston Adams were appointedMembers of the Board. Mr. Divers 
was designated as Chairman. (On April 2, 1948, 0. K. LaRoque 
became the third Member of the Home.Loan Bank Board.) 

Reports of the Bank System, Insurance Corporation, and H. 0. L. C.  
Reports of the three operating units of the Home Loan Bank Board

the Federal Home Loan Bank System, the Federal Savings and Loan 
Insurance Corporation, and the Home Owners' Loan Corporation
for the calendar year 1947 follow.  

FEDERAL HOME LOAN BANK SYSTEM 

Summary 
At the end of 1947 a total of 3,705 institutions with combined re

sources of approximately $11,500,000,000 were members of the Federal 
Home Loan Bank System. In the past year, the resources of mem
bers of the System increased by some 13 percent; since 1941 they have 
more than doubled.  

Savings of the public held by member institutions aggregated 
approximately $9,600,000,000 as of December 31, 1947, a net increase 
of more than $1,000,000,000 for the year. The 1947 gain in savings 
invested with members of the System was equivalent to nearly 10 
percent of the estimated net personal savings of all individuals in the 
country and illustrates the influence which these member institutions 
can bring to bear in combating inflationary pressures through convert
ing expendable income into long-term savings.  

Outstanding home mortgage loans of members of the Federal Home 
Loan Bank System at the end of 1947 aggregated approximately 
$8,300,000,000. During the year these member institutions made new 
home mortgage loans totaling $3,600,000,000 of which nearly one
quarter was for financing the construction of new homes. It is esti
mated that members of the Bank System currently are accounting for 
approximately one-third of all home mortgage financing in the country.  
Over $1,000,000,000 was loaned by member institutions in 1947 for the 
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ANNUAL REPORT OF THE HOME LOAN BANK 
BOARD FOR THE CALENDAR YEAR 1948 

This is the first full calendar-year report of the Home Loan Bank 
Board under the Reorganization Plan No. 3 approved July 27, 1947.  
The Board, in presenting this calendar-year report for 1948, speaks 
for itself and of itself as one of three constituents of the Housing 
and Home Finance Agency. It speaks also for each of the four 
operating units for which it is responsible, namely, the Federal Home 
Loan Bank System, the Federal Savings and Loan Insurance Corpo
ration, the Federal Savings and Loan Associations, and the Home 
Owners' Loan Corporation.  

Activities of the Board in 1948 

Throughout 1948, the Board members spent much of their time in 
the field familiarizing themselves with the problems, policies, and 
operating procedures of members of the Bank System and their 11 
district banks. Frequent opportunities were accepted for meeting 
with State and regional groups in conventions and conferences. In 
addition, executives of savings and home financing institutions were 
encouraged to take up their problems with the Board as fully and 
freely as they desired. No barriers or restraints to frank, direct dis
cussion were imposed. For the first time the Chairman of the Board 
of Directors of each of the Federal Home Loan Banks was invited 
to meet together and with the Board for a study and review of bank 
operations and allied subjects of mutual interest.  

These meetings with officers and directors of district banks, with 
managers of local institutions, and with boards and committees of 
national and State trade associations enabled the Board to become 
more intimately acquainted with current work and plans of the savings 
and home financing organizations and related institutions than had 
formerly been possible.  

Revision of rules and regulations 

One of the products of its observations and study of bank opera
tions and the points of view of managers of member institutions of the 
Bank System has been a recasting of the rules and regulations govern
ing lending by Federal savings and loan associations and by savings 
associations insured by the Federal Savings and Loan Insurance 
Corporation. While only relatively minor changes were made in the
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substance, except to accomplish conformity with pertinent changes 
in Federal law, the related provisions were brought together in more 
clear and explicit language as a valuable and welcome working aid 
to association management, and to the Board's examining and super
visory staff as well. It is believed that the rules and regulations now 
present clear, simplified statements of the rights, powers, and duties 
of Federal associations and of such State-chartered institutions as are 
insured by the Federal Savings and Loan Insurance Corporation.  

Changes in staff organization and functions 

As a part of its internal activity, the Board made a critical exami
nation of its staff organization with special reference to adminis
trative needs and services. In this the Board was assisted by a com
mittee of Presidents of the Federal Home Loan Banks. Toward the 
end of the year the Board abolished the offices of Governor, Deputy 
Governor, and Assistant Governor of the Federal Home Loan Bank 
System. Prior to this change and as a. means of preparing for it, 
A. R. Gardner, President of the Federal Home Loan Bank of Chicago, 
served for several months as Acting Governor. The Board deeply 
appreciates his assistance and the cooperation of the Board of Direc
tors of the Federal Home Loan Bank of Chicago in making his services 
available.  

The department heads who formerly reported to the Governor now 
report directly to the Board. Of these there are four-the Comp
troller (now Director of Operations of the Federal Home Loan Banks), 
the Chief Examiner, the Chief Supervisor, and the Director of Federal 
Savings and Loan Operations. In addition to these four, the Board 
has created the office of the Auditor. The Auditor is charged with the 
responsibility of making internal audits of the Board's adminis
trative accounts and of the accounts of each of its operating units and 
the Federal Home Loan Banks. He reports directly to the Board.  

Influences affecting thrift and home financing 

As a definite part of its responsibility to the Federal Government 
and to its member institutions, the Board, through its staff, has under
taken to make a continuing study of the influences that directly affect 
private savings and the use of such savings in home finance. It has 
had the benefit of close cooperation with the Administrator's Office 
of the Housing and Home Finance Agency and the heads of other 
agencies of the Government represented on the National Housing 
Council. Likewise it has benefited by frequent conferences with 
executives of State governments and national trade associations and 
with smaller groups representing the interests of those who desire to
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increase the volume of home ownership and the quality and utility 
of homes that are privately owned.  

The Board has viewed with considerable satisfaction the main
tenance of a high level of private savings and the increased margin 
between purchase price and the loan, as well as the almost universal 
use of the direct-reduction loan plan. These evidences of prudence 
and caution by saver, lender, and borrower, supported also by a high 
level of liquidity and reserves within most of our lending institutions, 
provide grounds for increasing confidence and satisfaction in the 
operations of our savings and home financing institutions.  

Need of additional private savings 

Increased activity by our institutions in the encouragement and 
solicitation of savings is occasioned by the current need of more 
money for home mortgage financing. Refinements in the art of 
encouragement have grown out of increasing appreciation of the in
fluences that cause people to save and appreciation too of the conven
iences and rewards that tend to sustain the practice of saving and 
keep the total volume of savings on a high level. Nation'al, regional, 
and local surveys made during the current year on behalf of various 
financial organizations disclose that savers are influenced by several 
specific considerations. These, stated in the order of their importance, 
are: 

1. Knowledge of and confidence in the institution which is to receive 
and invest their money. In one word, the primary consideration of 
those who save is-safety.  

2. Easy access to their money. This in common bank parlance is 
called liquidity. Savers, without exception, expect and tacitly re
quire prompt availability of their funds. They want to know with 
reasonable certainty that they can obtain their money without prior 
notice when, as, and if wanted. Unless they have reasonable confi
dence in their ability to obtain their money without any embarrass
ment or delay, they are inclined to have some question not only of its 
liquidity, but of its safety.  

3. A third consideration is convenience. Those who save prefer 
institutions which are conveniently located, whose business hours 
serve their convenience, and whose methods of receiving and handling 
savings accounts involve a minimum of formality and detail.  

4. A fourth but not unimportant consideration is yield or financial 
return. Savers expect that interest or dividends earned on their 
savings will reward them for their thrift and their trust. Although 
the factor of return is less important than the other three, according 
to current evidence, it nevertheless has a great influence on the volume,

839669-49-- 2
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continuity, and persistence of savings effort. Attractiveness of return 
in the vast majority of cases, however, occupies a relatively lower 
position than the other three major considerations. When a com
paratively high yield is added to safety, liquidity, and convenience, 
the institution offering it is in a favorable position. However, among 
executives of savings institutions, there is growing fear that the ac
counts of savers who look chiefly at return are more fickle and tran
sient than are those of savers to whom yield is less important than 
safety, quick availability, and ease of handling their savings trans
actions.  

Trends in savings 

Savings funds continued to flow into savings and loan associations 
at a favorable rate during 1948, and at the year end approximately 
$11,000,000,000 was held in the share accounts of these institutions.  
This was approximately 21 times the amount in the associations at 
the start of the war.  

Both new savings and withdrawals were at peak levels, with 
$3,878,000,000 being invested and $2,731,000,000 being withdrawn dur
ing the year. The net accumulation of $1,147,000,000 was slightly un
der the 1947 peak level, but otherwise was the largest annual addition 
to savings on record, and represents the fourth consecutive year in 
which net savings receipts of associations have exceeded $1,000,000,000.  

Since the close of the war, savings and loan associations have been 
accounting for larger proportions of the total long-term savings of 
individuals in principal types of institutions. Life insurance com
panies, commercial banks, mutual savings banks, and savings and 
loan associations together had $112,000,000,000 invested in them at 
the close of 1948; this total plus United States Savings Bonds and 
Postal Savings, amounted to $163,000,000,000. The $11,000,000,000 
invested in the associations was equal to 11 percent of the total for 
private institutions, as compared with 9 percent in 1945 and in 1941.  
The associations' holdings on December 31, 1948, were the equivalent 
of 6.7 percent of the total including United States Savings Bonds and 
Postal Savings, while at the close of 1945 they amounted to 5.4 percent.  

Use of savings in home finance 

Practically all funds invested by members of the Bank System, 
except those held for liquidity, are used as loans to finance construc
tion, purchase, or improvement of homes. Members of the Bank Sys
tem continue to make more than one-third by number and volume 
of all loans on nonfarm homes valued at less than $20,000. Policies 
and methods of finance have changed little among its members over the 
past 15 years since the Bank System became well established.
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Use of the long-term, amortized loan, repaid in regular monthly in
stallments, with interest charged only on the declining unpaid balance, 
which is a characteristic practice of savings and loan associations, 
during this 15-year period has been more widely adopted by all types 
of institutions engaged in home mortgage finance. Recently, among 
member institutions of the Bank System, there has been increasing 
provision for including tax payments and insurance payments in the 
amortization payments of principal and interest. An increasingly 
large number of members have inserted also acceleration clauses in 
their mortgage contracts and offsetting these have provided for 
moratoria and lapses of payment without delinquency when substan
tial portions of the debt are repaid ahead of schedule.  

During the year, among members of the Bank System, there has 
been a tendency to make more conservative loans. This conservatism 
is represented in a slight decrease in the ratio of loan to purchase price 
as well as a tendency to be more selective in the taking of credit risks, 
either by way of making a larger number of loans on houses in the 
lower price brackets or by making a large number of loans insured 
by the Federal Housing Administration or guaranteed by the Veter
ans Administration.  

Volume of home financing 

Mortgage lending by savings and loan associations, which reached 
an all-time record of $3,811,000,000 in 1947, declined to $3,607,000,000 
for the year 1948-a drop of 5 percent. The reduction was due almost 
entirely to a 20-percent drop in loans for the purchase of homes, which 
resulted from a slower turn-over in sales of existing properties.  
Loans for the construction of new homes, while slowing down some
what as 1948 drew to a close, were 17 percent higher for the year as a 
whole than in 1947. In 1948 construction loans were equal to 29 
percent of all loans made by savings and loan associations, while 47 
percent were for the purchase of homes. In contrast, construction 
loans in 1945 accounted for but 9 percent of new loans, while purchase 
loans were equal to 71 percent of the total.  

Savings and loan associations continued as the principal lender 
in the home mortgage field, despite a slackening in loan volume in 1948.  
During that year, these institutions recorded nearly 31 percent of all 
nonfarm mortgages of $20,000 or less, while in 1947 it was slightly 
over this proportion. Commercial banks, which are second among the 
major types of mortgage lenders, recorded less than 23 percent of the 
1948 total as campared with 26 percent in the previous year. While 
mutual savings banks and insurance companies continued to finance 
relatively small proportions of the nonfarm mortgages of $20,000 or 
less, they increased their proportions substantially during the year.
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Loans, collections, and liquidity 

Collection of money due on outstanding loans, maintenance of a 
safe margin of liquidity, and accumulation of adequate reserves for 
losses are perennial problems of lending institutions. In the lush days 
of full employment, high income, and larger than normal savings, 
members of the Bank System have lately enjoyed greater freedom 
from worry than are their wont. This period of relative ease of 
management has given them time to put their respective houses in 
order and prepare for the day when conditions may not be as favor
able. That they have done so to the advantage of their customers 
is evident in low and virtual absence of delinquency, abnormally high 
level of liquidity, and the steady increase of reserves and other forms 
of surplus.  

Trends in foreclosures 

After declining persistently for well over a decade, nonfarm real 
estate foreclosures increased slightly for the second consecutive year.  
In 1948 there were 11,500 foreclosures on nonfarm properties, as com
pared with 10,600 in 1947, and 10,500 in 1946. While indicative of the 
end of the sharp downward trend in foreclosure activity, the level 
is lower than in any other year since records have been compiled 
(1926 to date). The volume of foreclosures is less than one-half that 
for 1943, one-tenth that for 1938, and less than one-twentieth of the 
peak volume of 252,000 nonfarm foreclosures recorded in the de
pression year of 1933.  

Statistical services 

As a continuing and regular service to its member institutions, the 
Board undertakes through its Operating Analysis Division to supply 
up-to-date statistics on the volume of private savings, mortgage re
cordings, and other phases of activity and balance-sheet information 
of member institutions and all public institutions engaged in home 
financing. These figures, together with records and analysis of oper
ating procedures and accomplishments, are provided to keep the mem
bers informed on current activities and developments in the whole 
range of thrift and home finance.  

Advertising, publicity, and public relations 

It is the policy of the Board to leave to member institutions the 
handling of promotional advertising and general public relations, but 
from time to time it has been necessary, during the past year, to in
dicate the appropriate range and limitations which these forms of 
information and education should take. Some unfortunate adver
tising during the year gave rise to frictions which are injurious to
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the operation of all sound institutions and tend to confuse the public 
and destroy their respect and their confidence in financial integrity and 
administration.  

Except for such advertising and public relations as is represented 
in speeches made by Board Members, in reports made to Congress, and 
in such occasional news releases as are desirable to report the activi
ties and accomplishments of the Federal Home Loan Banks and their 
member institutions, the Board, during the year, did not engage direct
ly in advertising or publicity. Each of the Federal Home Loan Banks 
has handled its own publicity and advertising. In their case, most of 
their publications were limited to their financial and fiscal reports to 
stockholders. Educational pamphlets and such material as is com
monly supplied by publicity and advertising was left largely to the 
member institutions. Their material, supplemented by the publicity 
of their State and national trade associations, has provided practically 
all of the information supplied the public in 1948 concerning savings, 
home financing, and the other activities which engage the attention 
of the Federal Home Loan Banks and their members.  

Responsibilities of the Examining Division of the Bank Board 

The Examining Division, organized in 1934, reports directly to the 
Home Loan Bank Board. It is responsible for the conduct of exam
inations of Federal savings and loan associations and other member 
institutions of the Bank System which are insured by the Federal 
Savings and Loan Insurance Corporation and such State-chartered 
member institutions of the Bank System as are not insured and are not 
subject to State examination and supervision. The Division also 
examines savings and loan associations which apply for membership 
in the Bank System, for insurance of accounts, or for conversion from 
State to Federal charter.  

Insured savings and loan associations, both Federal and State-char
tered, are required to have an annual audit as well as a supervisory 
examination. If an association is not audited by a qualified independ
ent accountant in a manner satisfactory to the Board, the examination 
by the Examining Division must include an audit. Approximately 83 
percent of all insured associations elect to have their audits included 
with their supervisory examinations.  

Organization of the Examining Division 

The Examining Division is directed by the Chief Examiner who has 
a small staff in Washington to perform necessary administrative func
tions. Under the Chief Examiner there is in each Federal Home Loan 
Bank District a District Examiner who supervises the staff of field 
examiners in his District territory.
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Among the principal responsibilities of the Chief Examiner, there
fore, is that of coordinating the work of the several districts in order 
that, with the desired decentralization, the broad objectives of the 
Board will be carried out uniformly; examining standards in the sev
eral districts will be substantially similar; leadership will provide and 
encourage a helpful training program, and will keep examiners in all 
districts well informed; and cooperative relationships will be main
tained with the State examining departments.  

Responsibilities for examination broadened during the year 
While there was no basic change in the separation of examining and 

supervisory responsibilities, there became effective in 1948 a revision 
of the Examining Division's original function of fact-finding only, so 
that the examiner now disposes of certain exceptions during the course 
of the examination. The examiner now selects and reports those facts 
of basic importance which should receive the further deliberate con
sideration of the association's directors and the supervisory authorities.  
However, matters which are not controversial or which do not involve 
major policies are promptly handled by the examiner. This revision 
in procedure has been well received by the associations examined.  

Increased work load 
There was a tremendous growth in the work load during the war 

years, and the volume of examining work since 1945 has continued to 
increase. As of December 31, 1945, there were 2,475 insured associa
tions with total assets of $6,148,000,000, making the average size of 
each institution subject to examination $2,484,000. At the close of 
1948, there were 2,616 insured associations with assets aggregating 
$9,734,000,000. The average size had thus increased to $3,721,000.  
The volume of new loans to be reviewed by the examiners had increased 
even more markedly. Loans made by insured associations in 1945 
totaled $1,448,817,000. In 1948 the total was $2,754,577,000, an 
increase of more than 90 percent.  

Examinations made in 1948 
For the protection of the investing public and the Federal Savings 

and Loan Insurance Corporation as well as for the guidance of asso
ciations' executives and directors, it is of the utmost importance that 
insured institutions be examined at least annually. In the year ended 
December 31, 1948, the Examining Division made 1,841 supervisory 
examinations, 133 examinations of applicant institutions for member
ship, insurance, or conversion, 15 examinations of uninsured members, 
and 5 examinations of liquidating corporations. This was not suffi
cient coverage to make any net reduction during the year in the past
due supervisory examinations.
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Status of overdue examinations 

At the beginning of this calendar year there were 561 overdue exam
inations. The number steadily increased until July 1, when it was 
possible to start rebuilding the staff. With additional but inexperi
enced examiners, with longer periods of review because of the overdue 
situation, and with a greater number of examinations for insurance 
of accounts, it was impossible to make much headway in reducing the 
overdue work until the latter part of the calendar year. Following 
is a brief schedule showing the number of associations not examined 
in the preceding 12 months and the growth in the size of the field staff: 

Number of Percent of Number of 
Date overdue number of field exam

examinations associations iners 

Dec. 31, 1947 --------------------------------------------- 561 22. 2 129 
Mar. 31, 1948 ..--------------------------------------------- 724 28. 5 127 
June 30, 1948 ...--------------------------------------------- 746 29. 2 151 
Sept. 30, 1948..................--------..............-----------------------------------706 27. 5 185 
Dec. 31, 1948-------------.......................--------------------------------................. 586 22.4 207 

Shift from budget expense to "nonadministrative" expense 

During the past several years restriction on the amount expendable 
for personal services held the staff of examiners considerably below 
that necessary to keep the work reasonably current. The institutions 
bear the costs of examination. The fees charged are calculated to meet 
all operating expenses of the Examining Division. The Examining 
Division is entirely self-sustaining and receives no appropriations from 
the United States Treasury to defray its expenses. However, these 
expenses were subject to annual authorization of the Congress until 
the current fiscal year or the beginning of the last half of the calendar 
year ending December 31, 1948. Public Law 895, Eightieth Congress, 
approved July 3, 1948, provided that "all necessary expenses in con
nection with the making of supervisory or other examinations (except 
examinations of Federal Home Loan Banks), including the provision 
of services and facilities therefor shall be considered as nonadministra
tive expenses." This means that the Examining Division should now 
be able to maintain an adequate staff. As a unit of the Board, the 
Examining Division reimburses the Board for its proportionate share 
of the Board's administrative expenses.  

Rebuilding the staff 

At the beginning of each fiscal year each District Examiner files with 
the Chief Examiner a detailed analysis of the work load of supervisory 
examinations and of the number and grade of examiners proposed to 
be assigned to each examination. Despite the growth in volume of
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examination work year after year, the staff of field examiners had 
declined in March 1948 to 127, the smallest number of examiners in 
the history of the Division following its first few months of existence.  
Six years earlier, in 1942, the average number of field examiners had 
been 193. The estimated need was in excess of 200.  

Therefore, a large recruiting program was necessary. Only men 
with technical knowledge could be used. At the end of the year, with 
a staff of 207 field examiners, the program of recruiting was largely 
completed. Every effort will be made to maintain a well-trained and 
competent staff, and the large arrearage of overdue work should now 
be reduced very rapidly.  

Responsibilities of supervision 

The Board's responsibility for supervision originates primarily 
from two sources: Section 5 of the Home Owners' Loan Act of 1933, as 
amended, which provides for the chartering and supervision of Fed
eral savings and loan associations; and Title IV of the National Hous
ing Act, pertaining to insurance by the Federal Savings and Loan 
Insurance Corporation of the accounts of Federal associations and of 
State-chartered savings and loan associations. Tersely stated, the 
chief purpose of supervision by the Board in discharging its obliga
tions under law is to prevent development or continuance in these in
stitutions of unsafe and unsound financial practices.  

Essential elements of supervision 
The institutions supervised are privately owned and locally man

aged. Each is governed by a board of directors, of its own choosing, 
who are responsible for the conduct of its business and for the pur
suance of policies and practices that are sound, and that are consistent 
with the dignity of financial institutions generally and with applicable 
laws and regulations. The law does not intend nor does the Board 
undertake to substitute supervision for those primary responsibilities 
of directors and management.  

A fair and constructive administration of supervisory duty, entirely 
aside from any considerations of broad provisions of law or of ultimate 
power, must take these essential factors into account. It is therefore 
understandable that in its major accomplishments supervision relies 
upon an attitude of mutual respect and purpose between management 
and the supervisory authority. In undertaking to work out with the 
directors and management appropriate measures of correction in each 
instance where the facts disclose a reasonable need for supervisory 
action, the Board is concerned principally with questions of substance 
in respect to such fundamental matters as: Actual or threatened im
pairment of capital; strength of the reserve course being pursued;
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soundness of lending, investment, and other financial practices; effec
tiveness of collection policies; adequacy of internal controls and of 
accounting practices and procedures; any improper use of position or 
wrongful act by any director, officer, or employee; conformance of 
competitive practices with standards of the savings and loan business 
in general; and compliance with laws and regulations.  

The broad principles underlying sound financial practice may be 
said to apply independently of other considerations but, at the same 
time, practical and effective supervisory conclusions must be formu
lated in the individual case with due evaluation of local practices, con
ditions, and circumstances. Further, in instances involving State
chartered insured institutions, supervisory action must generally be 
determined upon and carried out in cooperation and under working 
arrangements with the respective State authorities who are not only 
charged with important supervisory responsibility but are also vested 
with the primary supervisory authority in respect to such institutions.  

Those important factors have influenced the Board's administrative 
organization for carrying out its supervisory duties. This work is 
discharged by a Supervisory Division directed by the Chief Supervisor 
and is carried on through the Presidents of the Federal Home Loan 
Banks in their capacity as supervisory agents in their respective dis
tricts. A number of valuable advantages flow from such a decentraliza
tion. It facilitates and promotes favorable relationships between the 
Board's supervisory officials and the managements of individual as
sociations, and with the several State authorities; and by gaining the 
benefits of personal contact and of first-hand acquaintance with local 
conditions and developments it contributes to the discharge of the 
supervisory responsibility in a practical manner.  

Current operating conditions 
Economic conditions affecting the business of savings and loan as

sociations during 1948 were generally favorable, as is indicated by the 
continuance of the trends of the preceding year. The assets of Fed
eral associations and other insured institutions increased from $8,547,
000,000 to $9,734,000,000. Lending volume totaled approximately $2,
775,000,000, including $848,000,000 of loans to finance new construc
tion. Total loans outstanding increased $1,190,000,000 and there was 
a net gain of $1,075,000,000 in savings accounts. The number of 
supervised institutions increased from 2,536 to 2,616.  

Even with this substantial growth and volume, however, other de
velopments apparent in 1947 became more evident in 1948. While 
the rate of return on loan portfolios generally remained fairly con
stant, competitive factors and a loan demand in excess of the net 
inflow of savings led to a further firming of the competitive rate paid
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for savings, with increases or a movement toward increases in the 
rate particularly in highly competitive metropolitan areas. Where 
this has taken or is taking place, the result is a compressing of operat
ing margins which were already affected by increased present-day 
costs of doing business. A levelling-off in the real estate market also 
became increasingly apparent.  

The major current problems of management have to do with the 
maintenance of liquidity and other financial policies adequate to 
meet and to adjust to these forces which, as they continue or develop, 
will also add correspondingly to the demands upon the facilities and 
resources of supervision.  

Receiverships and conservatorships 
No conservatorships or receiverships were established in 1948. The 

conservatorship of the Long Beach Federal Savings and Loan As
sociation, which had been established May 20, 1946, was terminated 
January 24, 1948.  

Conferences with Bank Presidents 

As has been its custom, the Board during the year made liberal 
use of the experience and points of view of the Presidents of the Fed
eral Home Loan Banks which serve the 11 districts into which the 
United States, Puerto Rico, Alaska, and Hawaii are divided. Three 
formal conferences, each covering 3 or 4 days, were held in 1948. The 
subjects discussed included technical problems and items of policy 
and administration such as trends in interest rates and dividends; 
liquidity and reserve requirements; examination procedure and re
porting; insurance standards; clarification of rules and regulations; 
marketing of consolidated obligations; and legislation. These con
ferences are another method of keeping in close touch with the member 
institutions of the Federal Home Loan Bank System and keeping 
advised of their current problems and views.  

Federal Savings and Loan Advisory Council 

The Federal Savings and Loan Advisory Council is a statutory 
body created under section 8 (a) of the Federal Home Loan Bank Act.  
Under this section the Council is required to meet in Washington, 
D. C., at least twice a year and oftener if requested by the Board.  
It is empowered to confer with the Board on general business condi
tions, and on special conditions affecting the Federal Home Loan 
Banks and their members and the Federal Savings and Loan Insurance 
Corporation; and it is empowered also to request information, and 
make recommendations, with respect to matters within the jurisdiction 
of the Board.
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Two meetings were held by the Advisory Council during the year, 
one in May, the other in November. At these meetings the Advisory 
Council, in a 3-day session on each occasion, dealt with numerous 
items of business, among them legislation, revision of rules and 
regulations for the Bank System, advertising, community surveys, 
and secondary markets for FHA and VA insured loans.  

The following members of the Council served for the period May 
28, 1948, through December 31, 1948: 

Advisory Council Members Appointed by Home Loan Bank Board

Boston 

Judge Frederick J. Dillon, Probate 
Court for Suffolk County, Boston, Mass.  

New York 

Francis V. D. Lloyd, Attorney at Law, 
210 Main Street, Hackensack, N. J.  

Winston-Salem 

Horace S. Haworth, Attorney at Law, 
Roberson, Haworth & Reese, High Point, 
N. C.

Cincinnati 

Dr. Howard L. Bevis, President, Ohio 
State University, Columbus 10, Ohio.  

Indianapolis 

Charles T. Fischer, Jr., President Na
tional Bank of Detroit, Detroit 32, Mich.  

Little Rock 

Ben H. Wooten, Vice President, Re
public National Bank of Dallas, Dallas, 
Tex.

Advisory Council Members Elected by Federal Home Loan Banks

Boston 

E. Harrison Merrill, Secretary-treas
urer, Laconia Federal Savings and Loan 
Association, 653 Main Street, Laconia, 
N. H.  

New York 
Cadman H. Frederick, President, Suf

folk County Federal Savings and Loan 
Association, 136 West Main Street, 
Babylon, N. Y.  

Pittsburgh 

James J. O'Malley, President, First 
Federal Savings and Loan Association 
of Wilkes-Barre, 23 West Market Street, 
Wilkes-Barre, Pa.  

Chicago 

A. H. Koepke, President, Welfare 
Building and Loan Association, 2200 
North Third Street, Milwaukee 12, Wis.  

Des Moines 

G. V. Kenton, Vice president and sec
retary, Farm and Home Savings and

Loan Association of Missouri, 228 West 
Cherry Street, Nevada, Mo.  

Little Rock 

Louis D. Ross, President, St. Tam
many Homestead Association, 210 New 
Hampshire Street, Covington, La.  

Winston-Salem 

Frank Muller, Jr., President, Liberty 
Federal Savings and Loan Association, 
215 North Liberty Street, Baltimore 1, 
Md.  

Cincinnati 

W. Megrue Brock, President, The Gem 
City Building and Loan Association, 6 
North Main Street, Dayton 2, Ohio.  

Indianapolis 

Fermor S. Cannon, President, Rail
roadmen's Federal Savings and Loan 
Association of Indianapolis, 21 Virginia 
Avenue, Indianapolis 4, Ind.
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Topeka San Francisco 

L. S. Barnes, President, Ponca City Guy E. Jacques, President, Portland 
Savings and Loan Association, Masonic Federal Savings and Loan Association, 
Building, Ponca City, Okla. 333 Southwest Fifth Avenue, Portland, 

Oreg.  

Interim and coordinating committees 

For purposes of special study and action upon important items re
quiring attention between its formal meetings, the Advisory Council 
has delegated a part of its responsibilities to two committees, one 
known as the Interim Committee, the other as the Coordinating Com
mittee. The Interim Committee held three meetings in 1948-in 
April, October and December-and dealt with the Board on such 
problems of policy and administration as supervision, examinations, 
inflationary pressures affecting loans, interest rates, dividend rates, 
and advertising. The Coordinating Committee of the Advisory 
Council held two meetings during the year-in February and April.  
Most of its attention was given to legislative proposals submitted to it 
prior to submission to Congress and to legislative bills introduced in 
Congress and submitted to it for study. Out of its deliberations, the 
Coordinating Committee was instrumental in achieving harmony 
among proponents of various legislative proposals directly affecting 
operations of the Federal Home Loan Bank System and its members 
and in gaining greater unity of interest and purpose among the 
various elements of the savings and loan industry representing not 
only its member institutions but nonmembers and competitors.  

Internal organization of the Board 

Responsibility for directing and supervising the activities of the 
Federal Home Loan Bank System, the Federal Savings and Loan In
surance Corporation, and the Home Owners' Loan Corporation is 
exercised through a corps of officers and employees for each who are 
aided by a staff which serves and reports directly to the Board.  

Combined organization and function charts of the Home Loan 
Bank Board and its staff and operating units are presented between 
pages 102 and 103. They show the relation of the parts to each other 
and to the whole, with particular emphasis on the fact that the Board, 
as the unifying and directing force, governs their diverse operations 
in the interests of economy, efficiency, and full-scale cooperation not 
only among themselves, but between them and other agencies-Fed
eral, State, and local.  

Administrative functions 

Besides dealing with all matters of policy, program, and general 
administration of its own and its operating units, the Board deals
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HOME LOAN BANK BOARD 

ORGANIZATION AND FUNCTION CHART OF THE HOME OWNERS' 
LOAN CORPORATION 

Created under the Act of June 13, 1933, for refinancing mort
gages and extending 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 subordinate Cor
porations. They include legal services by 
the Board's General Counsel; Personnel 
Department functions; Auditing; coordina
tion 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 Corpora
tion.  

LOANS AND PROPERTIES ACCOUNTING DIVISION 
DIVISION 

Responsible for the mainte
Supervises and directs the serv- nance of all accounting records of 

icing of the Corporation's loans, the Corporation; the preparation 
management of properties, recon- and interpretation of all financial 
ditioning, and appraisal opera- and statistical records and fore
tions. Maintains records and pro- casts of financial condition and 
vides for the payment of taxes and operating results.
,insurance coverage on security 
and owned properties.  

Deputy General Manager 

PURCHASE AND SUPPLY 
SECTION 

Responsible for purchase and 
sale operations; stock room; 
maintenance of equipment; proc
esses and promulgates official reg
ulations 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 cer
tificates, agreements, and other 
valuable papers and instruments 
entrusted to its care.  

Treasurer 

15

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

1948



HOME LOAN BANK BOARD 
ORGANIZATION AND FUNCTION CHART OF THE FEDERAL SAVINGS 

AND LOAN INSURANCE CORPORATION 

Created by Title IV of the National Housing Act, 1934, for the pur
pose of insuring savings in all Federal savings and loan associations 
and in all State-chartered savings and loan, building and loan, and 
homestead associations, and cooperative banks which apply and qual
ify. The insurance coverage for each account is limited to $5,000.  

HOME LOAN BANK BOARD 

The Board provides a number of staff services for itself and the sub
ordinate Corporations. They include legal services by the Board's 
General Counsel; Personnel Department functions; auditing; coordi
nation of budget estimates and justifications, and such housekeeping 
services as procurement, files and records, mail and messenger serv
ices, and the like.  

GENERAL MANAGER 

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

Assistant General Manager 

INSURANCE SETTLEMENT 
DIVISION 

Supervises the payment and set
tlement of insurance to insured 
shareholders of institutions in re
ceivership. In addition to this 
primary function the services of 
the division are used to pass upon 
amendments to Charter, bylaw 
and security forms, and fidelity 
bond coverage for all insured asso
ciations.  

Assistant General Manager
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OPERATING ANALYSIS 
DIVISION 

Provides analyses of financial 
and other operating information 
pertaining to the administrative 
and supervisory problems of the 
Corporation and the Federal 
Home Loan Bank System; com
piles and analyzes statistical 
series in thrift, home mortgage, 
housing, and real estate activities; 
provides economic background and 
other data bearing upon problem 
cases of the Corporation.  

Chief 

REHABILITATION AND 
RECOVERIES DIVISION 

Responsible for taking neces
sary steps as provided by law to 
prevent a default in an insured 
institution or restore an insured 
institution in default to normal 
operation. Supervises recoveries 
and conversion into cash of assets 
in institutions for which Corpora
tion has been appointed receiver.  

Assistant General Manager

COMPTROLLER'S DIVISION 

Plans, organizes, and directs accounting and fiscal activities of the 
Corporation. Controls all accounting operations including receiver
ships and prepares financial statements, reports, and analyses. Con
trols all operations pertaining to the receipt and disbursement of 
funds of the Corporation; maintains internal control of allotted 
budgetary funds.  

Comptroller

UNDERWRITING DIVISION 

Develops programs for insur
ance of accounts; passes upon all 
applications for insurance of ac
counts; coordinates underwriting 
activities with officials of Federal 
Home Loan Banks and State 
Supervisory Authorities.
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specifically with applications for membership in the Federal Home 
Loan Bank System, applications for Federal Savings and Loan 
charters, and applications for insurance of savings accounts by the 
Federal Savings and Loan Insurance Corporation. Only the Board 
can approve membership in the Bank System, grant charters to Fed
eral Savings and Loan Associations, and authorize insurance of 
savings accounts in Federal Savings and Loan Association and insti
tutions of the savings and loan type. Their specific responsibility 
for these actions include also responsibility for the broad management 
of investments of the Federal Home Loan Banks, the Federal Savings 
and Loan Insurance Corporation, and the liquidation of the Home 
Owners' Loan Corporation.  

Personnel 

Employed personnel of the Bank Board and its operating units 
varies from month to month. Taking only the average of personnel 
employed in each of the offices during the calendar year 1948 and 
combining them for the full year of service, the Board and its staff 
units had combined personnel of 75; the Bank System, combined per
sonnel of 68; the Insurance Corporation, combined personnel of 77; 
and the Home Owners' Loan Corporation, combined personnel of 469, 
making a total personnel for all units of 689. These figures do not 
include the 256 employees of the Examining Division, salaries of which, 
as mentioned earlier in this report, are carried as nonadministrative 
expenses of the Board for the reason that all of their expenses are 
borne by the institutions examined and are recovered on a reimburs
able basis.  

Two of the units in the staff of the Bank Board are responsible for 
55 of its total of 75 employees. These units-the Office of the Secre
tary and of the General Counsel-have employed personnel of 33 and 
22, respectively. The Secretary's Office is responsible for the house
keeping functions of the Board, while the staff of the General Counsel 
is responsible for all legal work performed on behalf of the Board, 
including that of legislation, litigation, and general legal advice.  

Legislation 

During 1948 there were several legislative enactments which af
fected the operations under the Home Loan Bank Board.  

Public Law 895, Eightieth Congress, approved July 3,1948, amended 
section 5 of the Home Owners' Loan Act of 1933 to authorize Fed
eral savings and loan associations under certain conditions to convert 
into State-chartered institutions. A principal condition of any such 
conversion specified by the new statute is that the law of the State 
where the Federal association is located permits the conversion of any

17
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State-chartered savings and loan type of institution into a Federal 
savings and loan association.  

Public Law 895, Eightieth Congress, also amended section 19 of the 
Federal Home Loan Bank Act to provide that examination expense, 
except expense for examination of Federal Home Loan Banks, shall 
be considered as nonadministrative expense. The expenses for exami
nation of Federal savings and loan associations and certain State
chartered institutions, including State-chartered insured institutions, 
are charged against the institutions examined and thus such expenses 
are not borne by the Government. This change in the law facilitates 
the making of such examinations on a current basis.  

The Government Corporations Appropriation Act, 1949, Public 
Law 860, Eightieth Congress, approved June 30, 1948, transferred the 
capital stock of the Federal Savings and Loan Insurance Corporation 
in the amount of $100,000,000 from the Home Owners' Loan Corpora
tion to the Secretary of the Treasury. In connection with such trans
fer, the act directed the Secretary of the Treasury to cancel HOLC 
bonds in an amount equal to the par value of the transferred stock 
plus accrued dividends thereon which the statute prescribed were to be 
computed at a rate approximating the average interest cost incurred 
by the Home Owners' Loan Corporation on its total borrowings dur
ing each respective fiscal year.  

Because most of the member institutions of the Bank System and a 
majority of State-chartered institutions which are insured by the 
Federal Savings and Loan Insurance Corporation are engaged in 
making loans to veterans insured or guaranteed by the Veterans Ad
ministration, and many of them also are engaged in making loans in
sured by the Federal Housing Administration, legislation during the 
year affecting these organizations was of interest to the Home Loan 
Bank Board. Of particular interest was the provision which ex
tended the authority of the Federal National Mortgage Association 
to serve as a secondary market for FHA insured and VA guaranteed 
mortgages by the purchase of such mortgages under certain conditions 
from member institutions of the Bank System.  

Of interest also was an act for the revision, codification, and enact
ment into positive law of title 18 of the United States Code, entitled 
"Claims and Criminal Procedure," approved June 25, 1948. This law 
repealed nearly all of the former penal provisions affecting the oper
ating units of the Bank Board, including provisions of the Federal 
Home Loan Bank Act, the Home Owners' Loan Act, and title IV of 
the National Housing Act. There is now set up under title 18 a.  
simplified code covering claims and criminal procedure which applies 
to all Federal agencies.

IS
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Special provisions or occasional revisions of specific forms are some
times determined by local laws or circumstances with which local 
management can deal without the necessity of submitting every detail 
to the Board in Washington. When on the basis of facts local prac
tices appear to be inadequate or unsound, the Board is free and, of 
course, is obliged to take supervisory action. However, as a practical 
matter it believes that such action has been reduced to a minimum.  
The resulting emphasis on local autonomy in contrast to highly cen
tralized supervision is in harmony with our central purpose of encour
aging local responsibility and avoiding cumbersome mechanics and 
costly overhead.  

Responsibilities of the Examining Division of the Board 

The Examining Division of the Home Loan Bank Board is respon
sible for the conduct of examinations of all Federal Savings and Loan 
Associations, of State-chartered associations whose accounts are in
sured by the Federal Savings and Loan Insurance Corporation, and, 
in States where examinations are not made by State departments, of 
uninsured State-chartered members of the Federal Home Loan Bank 
System. The Division also examines savings and loari associations 
which apply for membership in the Bank System, for insurance of 
accounts, or for conversion from State to Federal charter.  

Examinations Made in 1949 
There is a greater volume of work for the Examining Division year 

after year because of the increasing number of insured institutions 
and the growth in their mortgage loan portfolios and savings accounts.  

In 1949 there was a net increase of 140 in the number of insured 
associations. At the beginning of the year there were 2,616 insured 
associations with assets aggregating $9,734,000,000. At the close 
of the year there were 2,756 insured associations with total assets of 
$11,300,000,000. Thus it will be seen that the average size of each 
institution subject to examination increased from $3,721,000 to 
$4,100,000.  

During the year the Examining Division made 2,466 supervisory 
examinations, 126 examinations of applicant institutions for member
ship, insurance, or conversion, and 37 other examinations or audits.  

Reduction in Overdue Examinations 
Public Law 895, approved July 3, 1948, providing that expenses in 

connection with the making of examinations of savings and loan asso
ciations shall be considered as nonadministrative expenses, made it 
possible to rebuild the staff of field examiners which had declined in 
March 1948 to 127, the smallest number on the staff since the first 
few months after organization in 1934. It was understood that the
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work would be considered current on June 30, 1949, if there were no 
examinations more than 60 days past due.  

The following schedule showing the number of insured associations 
not examined in the preceding 12 months and the size of the staff of 
examiners indicates how the program of overcoming the serious 
arrearage was accomplished: 

Number of Percent of Number of 
Date overdue number of field 

examinations associations examiners 

Mar. 31, 1948---------------....------------ 724 28. 5 127 
June 30, 1948-..--.........----..........---------------------------................. 746 29. 2 151 
Sept. 30, 1948................. ------------------------------------- 706 27.5 185 
Dec. 31, 1948.--------------------------------------586 22.4 207 
Mar. 31, 1949.-------------------------------------- 437 16.6 224 
June 30, 1949.--------------.------------------------ 176 6.6 219 

1 Did not include examinations of 58 State-chartered associations which by agreement were to be 
made by State examiners.  

During the last half of 1949 there was very little change in the vol
ume of arrearage. At the end of the calendar year there were 141 
overdue examinations, not including 35 to be made by State exam
iners. However, there were among the 141 overdue examinations 51 
which were more than 60 days past due. The staff of field examiners 
at the end of the year was 209.  

Rebuilding and maintaining an adequate examining staff was not 
the only program for overcoming the backlog of past due examinations.  
Constant attention through the years has been given to considering 
and adopting methods of improving examining procedures. The aim 
is to complete all examinations as rapidly as is consistent with sound 
examining principles. There has been a reduction year after year in 
average examination time in relation to the size of the institutions 
examined. The Examining Division has consequently been able to 
operate, at least for a period, with a staff of examiners that at the end 
of 1949 was actually smaller than it was on June 30, 1941, when there 
were 2,313 insured institutions with total assets of $3,159,763,000, 
whereas on December 31, 1949, there were 2,756 insured associations 
with assets aggregating $11,300,000,000.  

Auditing 

During the year plans were perfected by which the Board's Auditor 
in cooperation with the General Accounting Office broadened the 
scope of his audits and still further facilitated "spot checking" of 
accounts by the Comptroller General. Examinations and reviews by 
the auditor cover every phase of accounting and reporting done by 
the Federal Home Loan Banks, the Federal Savings and Loan Insur
ance Corporation, and the Home Owners' Loan Corporation. Plans
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for auditing were developed not only to increase coverage and unify 
accounting and reporting procedures, but to achieve further simplicity 
and economy in the details of auditing. The efforts of the auditor 

supported by the advice, concern, and cooperation of the General 

Accounting Office, have sought to provide better, more intelligible, 

and more comprehensive reports and analyses for the members of the 

Home Loan Bank Board, the Housing and Home Finance Agency, 

the Bureau of the Budget, and the Congress.  

Basic Elements of Supervision 

The purpose of supervision of Federal Savings and Loan Associa
tions and of State-chartered institutions the accounts of which are 
insured by the Federal Savings and Loan Insurance Corporation is 
protection of the interests of the public and of the millions of indi
viduals whose savings are entrusted to them.  

Each supervised institution is privately owned and is governed by 
its own board of directors, which selects the management and which 
is primarily responsible for the safe conduct of the institution's af
fairs. In keeping with this fundamental fact, it is the Board's policy 
to avoid encroachments upon the responsibilities and prerogatives of 
management and to devote its supervisory efforts to those situations 
and institutions where there is evidence of need for corrective action 
with respect to important aspects of policy and operation such as 
compliance with laws and regulations, reserves and reserve building, 
lending and investment practices, collection policy, and basic account
ing practices and procedures.  

Methods and Procedures 

The Board's supervisory function is discharged by a supervisory 
division directed by a chief supervisor and the supervisory work in the 
field is carried on through the presidents of the Federal Home Loan 
Banks in their capacity as supervisory agents in the respective bank 
districts. This arrangement not only brings to supervision the 
benefits of personal contact and of first-hand acquaintance with local 
business conditions and developments, but it also facilitates and pro
motes cooperative relationships between the Board's supervisory 
officials and the managements of individual associations, and with 
the several State officials who exercise primary supervisory authority 
over State-chartered institutions.  

During 1949 the Board authorixed a further decentralization of 
supervisory activity, particularly with respect to those insured in
stitutions in the most favorable classification as to financial stability.  
Developed by the supervisory division in 1943 and refined in 1949, 
the classification process used in determining the need for supervision
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measures the adequacy of reserves and reserve building programs, the 
soundness of lending and investment policies, and the effectiveness 
of collection policies and of programs for the disposition of foreclosed 
real estate. The purposes of the revised procedure are to effect 
certain economies in the operation of the supervisory division and to 
enable it to concentrate more fully on major supervisory problems.  

Highlights of Conditions and Trends in 1949 
In 1949 the assets of Federal associations and other insured in

stitutions increased from $9,734,000,000 to $11,305,000,000; the num
ber of insured institutions increased from 2,616 to 2,756.  

The supervisory division's study of lending policies with reference 
to uninsured and unguaranteed loans made to finance home purchases 
continued to reflect the policy of directors and management generally 
to base mortgage loans on long-term values rather than on the inflated 
prices at which real estate is sometimes currently being sold. Our 
comprehensive sampling indicates that loans below 65 percent of 
purchase price represent 67.3 percent of all uninsured and unguaran
teed home-purchase lending during 1949 as. compared with 64.4 
percent in 1948, 61.7 percent in 1947, and 52.6 percent in 1946.  

During 1949, the supervisory division inaugurated an analysis of 
examination report data regarding payment performance on mortgage 
loans. Thus, for the first time were averages as to delinquent loan 
experience of insured savings and loan associations compiled on a 
national and bank district basis. These averages afford supervision 
a means of measuring and comparing current loan performance and 
the effectiveness of collection policies in individual institutions.  
Supervisory emphasis is being given to collections and incipient col
lection problems. In this connection, the loan-performance test 
applied in supervisory examinations of insured institutions disclosed 
that delinquent mortgage loans in 1949 averaged only 1.6 percent of 
total mortgage loans outstanding.  

As of January 1, 1949, 2,390 insured institutions had been classified 
as to their reserve positions. Of that number, only 697 had reserves 
and surpluses of less than 5 percent of their net assets. By the end 
of the year, 174 of those with low reserves had increased their reserves 
to 5 percent or more, leaving only 523 of this particular group in the 
low-reserve category.  

During the calendar year, 2,535 insured institutions were classified.  
By reason of substantial increases in savings accounts without a 
corresponding increase in reserves, some institutions that previously 
had reserves of at least 5 percent fell below that figure. As of Decem
ber 31, 1949, all but 618 had reserves and surpluses equal to 5 percent 
or more of net assets.
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In this connection, an amount equal to 19.2 percent of withdrawable 
capital of all insured institutions at December 31, 1949, was at that 
date either invested in United States Government obligations or 
carried as cash, and 29.4 percent of their total mortgage loan invest
ment was represented by loans that were insured or guaranteed under 
the provisions of the National Housing Act or the Servicemen's 
Readjustment Act of 1944.  

Conservatorships and Receiverships 

No conservatorships or receiverships were established or were in 
existence during 19.49.  

Participation in Conferences 
Throughout 1949 the Board has continued its policy of direct 

participation with representatives of savings and home financing 
institutions in discussing subjects of mutual interest. Attendance 
at conferences carried Board members into every section of the United 
States and enabled them to exchange views on such current subjects 
as trends in savings and home ownership, lending methods and terms, 
interest and dividend rates, liquidity, reserves, insurance, examina
tions, management, and legislation. Out of their conferences and 
observations the Board members received direct information concern
ing the points of view and practices of member institutions of the 
Federal Home Loan Bank System and received also cross-sections of 
evidence and advice as to broad economic, social and political trends 
and their influences on thrift and home financing. In exchange, the 
Board members were able to give direct information concerning their 
policies and programs and to interpret and clarify points arising from 
new or revised regulations and charters.

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

1949


