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FEDERAL HOUSING ADMINISTRATION

MEMORANDUM

DATE 3-U-36

Honorable Marriner S. Eccles
Federal Reserve Board

S U B J E C T — „, , . . n r> SP0 ifr—3401

Washington, D. C.

Dear Mr. Eccles:

I hope you will have tine to read
this before the meeting Sunday.

Stewart McDonald
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U9 I

Honorable John H.

Mr,

I have seen fe c . i the aeaor&ndua whic-s y >u §MM to
Mr. Bell, Director of the budeat, with respect to the timrd-

tf which *e hcve ^ro^o^ed I mtX BNftlag Act.

regret .>: t ft Itel | H did not subs i t the material
this A6*ar*aau& t J m# bei ort* i t *,eat t . to© Director of

4g#t« Tijis would h v. . , ^rtuuity to discuee
i t with you, 4»ad, p&rticuiferiyi prtil I M . t»t«S4«&ts ia
tae Mkwnittl w.*î i* > £HB iii arror.

i i aa4i la the sftttor&ndum, far example f to
our h^Tia^, ia&ured '^art^y^B in the fe&ouiit Q£ (100# 0 ,

ye&r ©itdlG^ DecesL-er 31* i:^3% Qa ;>-.•&« Wl
.^art MM flgBVM f lWi f«» mortgage©

for in&ur<k&e« Indicate Hi t :' to* yeer *«
accepted for iasur&nc* MVtfSQM in *he to ta l aaoiaat of

5^,o«U. (^o* 12X7^4^000)• The figure jm ht-ve uead
be sâ ae ioterpol^ti'>n buil t u^ to es-tisiete the s^ioiint of

lj- ia&ured* Sine® «*e c<su ao-ly io&urs a
»ortg«g« which eovem *s. compicvted i-tructtire and sinee even
refuaajficiti^ aorig&g^e &r# gubaBitt^a to ue far NMdtMMl prior
%• tiu» f iaal clase of tm trs&^ectiaa, It s obvious thi.t th«
v-jLaaie tt NwiSttM which vt- ,..r« fctualiy engAged in doiag i*
not reflected ia the as^jjat of ,>r«Biu2r> paying mortgages ^
on our

u6ia^ —tjjiiftt accented far insur*«ncst
of trie v./Lua* of busing** *e :• re doir^, »-e re pursuing
trw» »«JH» sathcKi & is used by ba i l - nd lo&a
k* & gtttwr&l tuing, wlsea they cloue & trwag&ctl
property Li t«ipit>t< ajadi the total ejKStmt >en.t ia actui-iiy d i s -
bursed, they Mi i t up OQ ' baoce t.% new IMM in the
ii greed to be adT&iiced on the
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ion* ?«!• ii. FO^y - 2 3-14-36

Aaataai1 stnte&ent la DM aaaavaaiai iadicfetes taai the
Federal louaJLug AdasiniatosttoB may have *influenced the invest-
ia^nt af & substantial aaoumt of isortgege money* I t say ^osjsibly
represent 10% of the hosae mortgage lending.11

Although our s p f t l e a i aaj ii*T© covered only 10)6 of a i l
home mortgage lending .in 1935, la the field of Mi construction
at believe that our arogr&s Ms b#€sn aaaa MM widely effective*
According to e release dated March 8, 1936 fiaa |(WI Board# tat
estia^.te is u&de that in 1935 private institutiyns s&cle mortage
|MM f«f ne* sa&il hoae construction asiauntiag to $220,O;X)fO0O.
The Federal Housing AdffliaJ.strtiti'ja» during 19351 accepted for

MVlfeifM for new home construction, ft&ou&tisg to
f009»000f or 2?^ of l ldi to ta l estia-v..te. Of c-oureef

are your own figures, &nU for tativ &ecura< -̂ M cannot
«a^ res^wiusibility. Furtiaermore, such data as are <.-Y«liable
indicate t a d 67$ of the Wlal residential eonetruction ia 1935
oecurred ir* the last s@v©». months af the year* taaal4arlag f.1-
aaaaiaf epam%leai on a#w teaetrvt%iea over the year on this
b&Si.0y the sortg^ge loans aaa new eaastruction for the last eeren
months would amount to |M)7,AOOI000, 0ur.ia4; fas eeven aontha
from June lo D@cesber 1935* the Fe <erai Houein^ IrtaJatttlillai

for laaataaM aertfe§ae coYeriEg aee: construction
g to |49»000f000| or 33*4$ of lae estimated amouot lent.

Al a s&tt#r of fact* &s I iadic&tedl to y-oiu y#st#rdaj &t th®
Whit© House, aur nortg^ge insurance u^ers-tione during t ^ ye&r
exceeded those af Federal iaTlngs and La&n Aeeoci^tlcnSy beta
new mid converted, aval two-fold• I am enclosing a table compiled
partly from your pree# rele&.&«6 ami perils from ^ur own records
of stortg&ges accepted faf .liisuranc®. fhes® flfBtM ludic^t©
far trie ys&r 1935 Federal S^viage and Loeoi AESocI&tionB sssd©
ea new eosstruetioa ia e total amount of |2if34^t345 f

fop insurance an nen construct!-so ixs the 6&ou&i of
^» On refin&ncliig fend purchasing af existing hcmes the

Federal Saving© and Lofen Aeeoci&tijns aid & volum© of
aso<uiitin^ to i62,SO6,255» while we accepted ^.ortgsfet for
in aa usou&t af $110,3^6,60S•

Kita respect to the oyeri^ting evpaaaes af lae
and the ^tfeteiaeuts in f ew aeaorfiodui^ witfa respect | a the
sibi l i ty of ©ver caYerii'̂ g operating expenses and awUAIat °%

reserves, && I hare already told you* ve Suti aadt careful
iiiiaaii X saall "b© gi&ci %e asJte tiioee m&d© &vail&ble for
; tion ?.-.t ©.ay tiaie- th:--t La eootaalea^ fov you*
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Hon. Joii, H. Fahey - 3

Of course, you tre perfectly &ware tbet our expenditures
for the first year h&ve covered &ctivlti@s under Title I as
M i l &s those under the mutual Mortgage insurance plan. T M s
Titl© of the Act* as you ioaois, B M to have expired April 1,
1936, and if M ^ results %er© to be obtained from th© operation
of the Title i great deal of effort h&d to be put immediately
into its promotion. ta£lf this time, voluntarily, Better
Housing Cosxaitteee were established in some 8,000 communities
t±ml public enthusiasm for rehabilitation and repair of hose
properties was arouaed. Obviously, the expenditures h&d to be
gre&t for this purpose. This effort h^s been of Inestimable
v&lue f si you will recall Mr* Eccl©s remarked ym%®v&®y. We
maice no ci&ia oa the actual amcmat of uninsured
business generated, though uninsured, througli these
but all ;..gree it has been eaarmoua, {306,4.61,005 were insured.

| operati.arig did not begin under fltle II of th©
Act until »ell in the year 1935. This M i because ^e bftl to
M H until ct&te legislation could b# amended M ..s to enable
the plan to operate. Expenditures far the year 1935* therefore,
under Title II, are rauch more aodest than would b© &s$ms@d fross
bjo. exeAint^tion of the financial 1 t&te&entIssued in our second
JUanusl Report, But even if expendItures for mortgage insurance
activities could have bmxi entirely segregated froia those for
activities under Titl# I duriaf thia year, imeh expenditures
could aot be assumed to be typical for this iype of operation*
So such pro^r&is. could b© expected to p&y ti>® costs of operation
in th© first year or anything approaching, its cof.t 9f operation*
It lili, doubtless, suffice here for Ml le say that we are by no
means so pMftlBlfttle ?rith respect to this question as your &esse>-

appears to be.

As I see it, there is nothing mutually incoapetible in the
continued prosperity of the Federal Home Loan Bank Board &nd the
institutions thst ar© connected with it &nd & similar prasperity
on the aevt o£ the Federal Housing Adsiaistration M i the insti-
tutions connected %itb its prefVMM I e&ii gee no reason, therefore,
nsy ^e should aot mutualiy e^cliiinge confidences imd support on &
frank and open b^sis of discussion* and, therefore, to ©limin&te
the feeling in the field that seene to ^xist between the two

ni1e»ij at le&st %xi same p

Sincsreiy Jf o

S I — U T t McDonald
D 1 e i Adainis tra tor
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or raa&s&t i t i ram & LOOT
B A B ft • B -NT H I I

on Tini xi

.&3laistrati on
if'em

3?0«. Of

965,590

778 X,13w,Sl» S,S«1,74»
808 1,619,545 4,880,888

Ml

7,370,524
Ott
M* l,i

Total - Year 1935

« (Existlag 'Jongtraction y d , Houglag &

>• Of A»S&«

509 7^J
fefe 7S7 3,070,910 1,170^890
IM 758 4,115,^5 S,199,O57
Apr 778 4,7SB,0i4 4,604,605

fifil & AS? QQji

5,988,34S 13,1S8,197
•if 949 5,7ie,4S7 »,914,874
Oot 979 7,719,710

l,0S3 5,407^817

L • Y«&? 1935 i SI

,8 rei>ort«d la 3*l«aMs of %d. iton$ :.oan Bank Board

May vary »llg&tly froia corr*ct«4 figure as Issued 1A Bullst1B•
Ths aboTS fi^urss So not iscluds F.H,A# IJLISSS Seals Rottslttg
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J
CONFIDENTIAL
March 15, 1936

TO Mr. Delano SUBJECT: 1936 Housing legislation
Mr. Eccles
Mr. Fahey
Mr. Gaston
Mr. Grimm
Mr. Jones
Mr. McDonald

FROM J. M. Daiger

It is the evident desire of the President, as indicated to

us on Friday, that such housing legislation as he may recommend to

Congress at the present session shall represent an integrated program

to be incorporated in a single bill and to have three principal objec-

tives. These objectives may be summarized as follows:

1. To further stimulate private construction of dwellings

for families in the middle-income groups.

2. To encourage the economies that would result from

larger home-building operations than operative builders are

at present equipped to undertake.

3. To encourage and assist the movement for slum-clearance

and for the rehousing of families in the lower-income groups.

I would point out that these have also been the precise ob-

jectives of the various proposals considered over the past three months

at numerous meetings similar to the one this afternoon, and they have

also been the objectives explicitly set forth in various memoranda
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that have been prepared in connection with these meetings, beginning with

the long memorandum of December 30, 1935, out of which most of the sub-

sequent discussions have developed. Hence it would seem that the pur-

poses of this afternoon's meeting would be served by a statement of the

principal items of the proposed program on which there is general agree-

ment among the conferees and the principal items on which there is a

divergence of views.

Since the matters relating to slum-clearance and the rehousing

of families in the lower-income groups are not to be taken up at the

meeting scheduled by the President for tomorrow afternoon, reference

is made here mainfy to the proposals having to do with stimulating pri-

vate construction of moderate-priced dwellings and encouraging larger

and more economical operations in this field. On these points the mat-

ters on which there seems to be general agreement may be summarized as

follows:

1. That, except as to the modified extension of Title I

of the Housing Act, all housing amendments affecting FHA, HOLC,

PWA, and member agencies of the Federal Reserve System and the

Federal Home Locn B̂ -nk System be included in a single bill to be

sponsored by Senator Wagner.

2. That FHA be authorized to insure up to 90 per cent on

mortgages not in excess of $4,500, with the builder guaranteeing

payment of the mortgage down to 75 per cent; and that supplementary
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amendments be made with respect to national banks, Federal

savings and loan associations, and national mortgage associa-

tions. This authorization would be restricted to new con-

struction and would expire July 1, 1937.

5. That the FHA be authorized to insure land-acquisition

and construction mortgages up to $4,500 per single-family dwell-

ing, charging for such insurance a flat 1/2 of 1 per cent.

4. That the FHA be authorized to insure loans up to

$100,000 on apartment properties where the cost per room does

not exceed $1,400. This authorization would be restricted to

new construction find would expire July 1, L937.

5. That Section 207 of the Housing Act be amended to cover

"large-scale housing insurance" instead of "low-cost housing in-

surance" as at present, and that the insurance on such projects

be limited to $1,400 per room.

6. That the insurance provided under Section ^07 be made

applicable to large-scale operations in houses for sole as well

as to large-scale projects for rent, with a limitation of $4,500

on any insured mortgage as houses are sold.

A matter which has had some consideration, but on which there

seems not yet to have been a general expression of views is the proposal

to create a Federal Housing Coordination Board, consisting of the

Secretary of the Treasury, the Secretary of the Interior, the Chairman
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of the Federal Home Loan Bank Board, the Chairman of the Reconstruc-

tion Finance Corporation, and. the Federal Housing Administrator, to

coordinate policies and programs with respect to all housing matters

involving loans, advances, or grants of Government funds.

The matters on which there seems still to be a divergence

of views are as follows:

1. That the limitation of the ultimate governmental

guaranty to mortgages insured prior to July 1, .1937, be removed.

2. That national mortgage associations be authorized to

make direct loans to State and local housing agencies and to

private borrowers on insured mortgages of not less than $100,000.

3. That national mortgage associations be authorized to

issue debentures up to 20 times their capital and surplus, and

that all mortgage investments made by national mortgage associa-

tions be restricted to insured mortgages.

4. That national banks be authorized to invest up to 6

per cent of their capital and surplus in the capital stock of

national mortgage associations.

5. That the HOLC be authorized to make loans to individuals

to buy, build, or improve homes not exceeding $5,000 where such

homes are to be occupied by the purchasers, the HOLC loan not

to exceed 20 per cent of the appraised value of the property

w
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and to be made as part of or subject to loans by other lenders.

6. That the HOLC be authorized to sell bonds up to $2.00,000,000

to provide funds for the purposes in the preceding paragraph.

7. That the HOLC be authorized to use £5,00u,000 of its

funds to promote cooperative thrift and home building, to assist

in the rehabilitation of mortgage-lending institutions, and

generally to aid in the development of a home-building industry

and a home-ownership program.

8. That a National Housing Commission be created, and

$100,000 appropriated for its expenses, to investigate the work

now being done by governmental agencies in all fields of home-

building and home-financing, and to make a report to Congress

in January, 1957, with recommendations for legislation to co-

ordinate all governmental activities in these fields.

The specific proposals in the preceding paragraphs 5, 6, 7,

and 8 are among a number of amendments incorporated in a bill which was

submitted to the Director of the Budget last week.
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