
X&anjtaic Aiviser to the 
Sxtoitiva Council

ra r m r , mgefgaos a ssociation

a* a final step in unfreesiiv:. the mortgage Bfcdrteet, It is pro­

posed to authorize the Federal clzarter of National Mortgage Associa­

tions. These would be private institutions which would be permitted 

to raiee funds for the T'torch*?* of mortgages by selling their own 

bonds, or debentures, in ti e securities markets, provided that these 

obligations were covered 100 per cent by nortgriges insured in the 

Federal Mutual Mortgage Insurance Corporation*

To prevent these new institutions from beooolng subject to the 

abases which characterised the mortgage companies In the past, they 

would be subject to the following ntrict limitations:

1. Their mortgages would be insured hone aorrgagee and their 

obligations in the raarfcet would be issued only against such 

insured oortgages. flsls feature in itself will constitute 

the ©;ui valent of a partial guaranty of tne debentures, 

in that it would be irnpossible for public investors in the 

debentures of these institutions to incur a large _ _ _ _ _  

either in the principal or Interest on their investments, 

even in case of co^lete default. Hore trsportont from the 

point of view of the successful functioning of these insti­

tutions, however, is the fact that their investments would 

be confined to aortgage* on the safest tyro of residential 

properties* They woulA not be faced with a renewal problem 

furthermore, since the norfc,'.:a<;os in their portfolio would
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b© long-tern self^aaortising* insured E»rt£ v^s, and the 

debentures which they issued againet these stortga^en would 

have raaturiti#* consistent with tho arsortisation payments 

on these un^rlyins inveetaonto. Kad aortgage conpanies 

in tha past confined thoir operations to this type of in­

vestment and been subject to the same protection gainst 

renewals* their gjcperience would hi*ve coi.*piirad favorably 

•4th the beat experience of other types of mortgage finance 

institutions svts without the insurance feature.

2* To make certain that theee r?*w national nortgftge associations 

fulfill the function for which they ara designed* the act 

provides that they should be not only ch,irtered by th* Fed­

eral Government t ; rough the agency of the ?so*ae Loan Bank 

Board, but, also, that they should bo subject to its exattin*~ 

tion arvi supervision at svory point* ?o be able to insure

caortg&gee against viuc? to issue debentures, the/ met be
that

able to aati*fy the they will be able to service these

properties. ftiis will provide for the Bound development of 

mortgage associa tion® *an -r unified national control and 

by usurping the field potentially available for such insti­

tutions will serve to prevent a recurrence of state-chartered 

Mortgage ora^sanios -frith inadequate supervision such as we 

have had in the past*

3* to ell in te the necessity for ex ensive sailing organizes 

tions to dispose of th-air securities, anti also to Inmire 

that each national mortgage associations as are organised
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will be sobject to a constant scrutiny of their iadlvl&aal 

operating record* by the financial prose, it it proposed 
that they be required to have a Minima* paid-in capital 

of $!)t0009000| and that their debentures be limited to a 
mtiximm ot  V j tine* their capital* fh it provision will 

insure, first, that taese associations will be large*

They will, therefore, be sufficiently limited in naraber to 

be subject to careful individual supervision* They will 

also justify the listing of thair bonds or ieb-mtnres In 

the Hee York security exchanges and will rocdive careful 

scrutiny/tha financial prees an- th® investment service**

?hi* means t3iat they will be able to raise their txmr' % where 

capital is most reasonable and thus be able to stake lemur 

cost money available for home financing* It aleo zoaaas 

that Uke investor in thase debenture* will be able to die* 

pose Of his investments, on occasion, in a liquid sarket. 

k* 2^ the basic terras of the!r organisation, they will of aeeea- 

sity be oonflaed to conservative financial operations and 

not be subject to steefe-eelllng promotional abases each as 

have accompanied state bartered nortgage associations in 

tlie pa*t« Because their investaaents will be limited to 

insured gortgage* with regard to which they can demonstrate 

to the Hone Loan Bestk Hoard that th*y are in a position to 

provide adequate servicing* they will not be able to recap­

italise properties for the purpose of selling sotmrities 

nor to aot ae a mortgage outlet for affiliated speculative
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Nil estate dmlopawtc*

aaattm sX firttonal.Jlagfaafa AumwUMflaa

Tha two stain functions to be performed by tkeee associations 

ra^rti«nt k$? positions In tbe whole ^ort^go program* These func­

tions relate first to the provision of adequate financial facilities 

for lledted dividend and sialXar low-cost housing project** castoasr- 

ily associated with sltss clearance epartttiona, and* second* to tho 

llquefl cation of tbe raort&age narket*

lAattad fliyltiaod Hanning Pro Jgo** 

ite? of tho soot izaportsnt industrial states have now passed 

lavs granting; certain oxae^tlons and privileges to loosest boosing 

projects* provided they are constructed ^ and a&intained \mdsr public 

supervision. other attiwpts to deal with the sooe problem of provid­

ing low-cst aorta ing to urban industrial workors are being worked out 

by Oodles as tha How York Housing Authority and tlie ?ed*ral ^ner- 

gcnqy Housing Corporation*

H  Is plaisied that tha national mortgage associations will fens 

aa essential link in providing these projects with lo*-eo«l financing, 

the first Mortgages on those and sisillar projects will be eligible 

for insurance in segregfced risk fonds undar the Federal Mutual Mortgage 

Insurance Act. These mortgages will be for large individual a&otmta 

aad will of necessity requires large financial institutions* to handle 

thssu The per dollar oost of servicing mortgages on sucli projects* 

furtfcernsora, will bo low. Allt of these factors will sacke theca priiao 

investosnts for national aortgs&e associations and these associations 

will be able* by providing financing for this type of project* to
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■■ltipljr Mrreral tla#« tto availability of fond* for thi# tyj># of 

h#wia* d#v#l#p»#nt.

ifoME-aagg&ltfi IfowMi
la addition, th# national aort&a£# a#*ooiation# will fora aa 

*###nti#i link la liqu#fyin* tho aarkat f*jr lnnured ««?%«»$*» 

om«r~o«oapl*d honaa. Hortff go# on th*#* tyjvo# of prop*rti## «r#

Of a#c##*lty mudl la individual anoont*, and ant u#ually,*^*» 
to b# wood, b# grsatod aad B#rrie#d by l#cal inatitution*, thor- 
otighly fandllAr with local condition* and In a poaltion to k»#p 

alow watoh on th# condition of tha proparty «*A th# raaponaibillty 
of th# b#rro*#r. %  thi# *#*y fact* th# *»Jority of <mr hon* sort* 

®a«®* «r# financed with local EK»#y, that ia, th* twins# °f *&# oom- 

isoalt/ In th# font of «wrin$# b*4idc d#po#lt# end parch*#©*-* of «har#* 
ia b»ildln« and loan association* r#proa«nt th# bulk of th# fund*

*fai#b ara ianroatad 1b local aortga*## In *&*h owranlty.

Thl* #aa# f#ct, ho*#r#r, ha* tatv̂ od to vale# **ort@N£# condition* 

vary from on# locality to aaothar, and to produ*#, not only wid# and 

unjustified dlaparitla# in th# oo*t of ho»# finaneing to th# boa# 

ownara, bat alao, pariodio fr##sing of th# hoo# nortga^a mrkat. If 

ha# alao op#r#t#d to ptrodn**# mnoond ltrr#*tawnt praotic#*. Thi# 

ooaiM about by r#a*oc of diapariti## in th# d*»and for and th# *ap- 

ply of aort*a«# oaiital. At* dauand for no* Mortg&fi# monay 1# ob- 

vionaly groat**t and moat #*ooaai<6#ll7 justified In grwrtn« cocrami- 

ti#a. It ia tU##« awa# conansnitio#, howerar, which iur# uaually «©*t 

d#ficiont r*la.tiv*ly is local aaving* avail &bl# for »ort£&£# financ­

ing* S#ttl#d flwwwlti— , m th# oth#r hand, nh#r# th#r# la no g m t  

•conoado rt#tinfl for n#w building, ar# oharaotariatlcalljr thoa# in which
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per capita savings aro high and in which there Is mmmm consequently 

a largo available supply of mortgage ftuids. The national mortgage 

asocl&tlons are designed to operate toward lit^uefying those situar- 

tlons in a sound way and toward permitting a floe of aortgage funds 

from oooEBialtios where these fands are in abundance toward those 

uriiere the/ are needed* ?hey trill* therefore, si^pplaaont the activi­

ties of the insurance coracles already perforating this Emotion in 

a saall way but not on a sufficient seals to handle tho situation*

Ibsjr will operate, specifically, as follows* Savings banks, 

and savings departments of eomsroial banks, m  well aa funds gathered 

in trust acco^mts, oast now be invested in local hone mortgagee or 

wltiulrawn from the bam mortgage flell because the offioars responsi­

ble for the investment of these fim-ls are not in a position to scr*^ 

tinlse and service & mortgage property if it is not in their local­

ity. If thase institutions, as frequently happen, are in settled 

regions where there is an excessive supply of mortgage capital, tl*e 

restriction of their investments to local E3ort&a£»s tends to pro­

duce an unsouai building situation becmse the *u- ? 1/ of fands is 

in excess of the economically valid local deraaad for construction.

Part of the difficulties of the Haw Tork ti situation, whore oort£tt£e 

taoney even from the most conservative local institutions was loaned 

on con&eraned sltsa properties at Inflated values, illustrates the 

vital need of providing a sound outlet for these funds in other areas 

where new conatruction is econotaic&lly required* It is planned.

-6-
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therefore* to provide such an outlet by permitting these institution! 

to invest thair funds not in re&ondant local aortga^as at inflated 

values but in tha bonds and debentures of national mortgage associfi*- 

tlons.

'These mortgage associations in turn would aska these funds avail— 

able to growing areas, where interest rates on zaortgages are now 

unconscionably hlgjh because of the lack, of t fluidity in the mortgage 

naifcet, by purchasing insured hone saortgogoa frois the building and 

loan associations and sayings departments of coranereial banks which 

oporate in those areas. Because of the limited profit possibilities 

of these associations, the fact that all of the their investments 

oast be insured zaortga^es, and the higher cost of servicing new mort­

gage loans when the outstanding oociaitmant is a high percentage of 

the appraised value, these raortg .^e associations would not in general 

be able to operate profitably in direct oonpotition with existing 

local a^oncies in the naklng of new raortgage loans* They would find 

their field rather in purchasing mortgages froci these local agencies 

after they had beoocae seasoned and were oaaortisad doan to a very 

conservative proportion of their &p' raised value. Because the 

coet of servicing such mortgages would be leas, and also beeaoso 

moat of these saortg&ges would originate in high interest areas where 

eves an Insured mortgage yielded 6 per cent, these associations might 

at tines be in a position to purchase each mortgages at a slight 

premixffi. In any case, they would afford a sound outlet for soaeoned 

mortgage instruments to local originating building and loan and sawings 

institutions in cocaamltiea where nortf^a^e funds are scarce. At one
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•S*

tlae, it was contenplated tii.it these associations ai^ht be for- 

bidden by Its* from originating insure raortg?^«6 or acquiring the® 

before they were thoron^bly seasoned. In view of the restricted 

outlook of certain local associations in certain ureas, however» 

this suggestion was dropped, since It would j.srsBit these local lend­

ers to maintain & sionapoly on their Xoc .1 situation and r erp *tuate 

rates of S# 9 per cent or jaor®. Instead, tbo las? provides that the 

Kosse Loan Sank Board shall be in a position to asmart itself that 

the national Mortgage Association is in a position to service its 

insured laortgages properly, ©iis will furnish an equal safe&u&rd 

to the public Interest tdiich is concerned with sound mortgage financing 

at le îti.-iute rates and still pari’ilt the full utilisation of national 

©ortgage associations for their intended purpose*
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MEMORANDUM ON NATIONAL HOUSING PROGRAM

May 9, 1934

The purpose of this memorandum is to outline the National 
Housing Program as recommended by the National Emergency Council, 
and to show what parts of it will require further emergency 
legislation or amendments to existing statutes in order to give 
immediate effect to the program as an additional instrument of 
economic recovery.

The program is one of nation-wide housing improvement and 
industrial reemployment. It is designed for the dual purpose of 
raising the standard of human habitations throughout the country, 
and, in the process of doing so, to reduce drastically or eliminate 
entirely the remaining volume of unemployment. As a corollary of 
this, the need for the present large burden of emergency public 
relief would also be eliminated.

The essential purpose of the program may be summarized by 
reference to the message addressed to Congress by President 
Roosevelt on April 13, 1933, asking for legislation to protect 
small homeowners from inequitable enforced loss of their homes 
and to relieve them of a portion of their burden of excessive 
interest and principal payments. In that message President 
Roosevelt said:

"Implicit in the legislation which I am suggesting to 
you is a declaration of national policy. This policy 
is that the broad interests of the Nation require 
that special safeguards should be thrown around home 
ownership as a guaranty of social and economic 
stability.

During the year that has elapsed since this declaration of

ms
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policy was made by the President and confirmed by Congress in the 
Home Owners1 Loan Act, widespread relief has been afforded to 
homeowners who were in distress through the threat of foreclosure. 
This relief has been accomplished by the exchange of bonds 
guaranteed by the United States Government for home mortgages 
held by banks, building and loan associations, mortgage companies, 
insurance companies, and other mortgage lenders. Furthermore, 
partly as a result of the direct relief thus afforded, and in 
still larger part because of the progress made during the past 
year in commercial, agricultural, and financial recovery, the 
nation-wide pressure of mortgage-lending institutions to liquidate 
real estate and real estate mortgages has been definitely relaxed.

But all this represents only an arresting of the destructive 
forces that until the present time have made impracticable a 
positive and aggressive approach to (a) the further encouragement 
of home ownership, (b) the decisive raising of housing standards,
(c) the correction of speculative abuses and excesses in real 
estate promotion and mortgage financing, (d) the resumption of 
home construction, and (e) the consequent reemployment of the 
persons ordinarily engaged in the building trades and related 
occupations.

The Federal G-overnment is meeting the problem of re­
financing distress mortgages; it is also providing funds for the 
financing of farm mortgages, slum clearance, low-cost housing 
projects, and subsistence homesteads; and it has recently made 
provision for the renovation of homes refinanced by the Home 
Owners1 Loan Corporation. New lending on real estate by private 
agencies, on the other hand, still remains at an abnormally low 
and wholly inadequate figure.

This great deficiency and lag in mortgage lending and 
homo-improvement financing constitutes the most serious problem 
that the American industrial system has to grapple with. At the 
same time, however, it points the way to our greatest industrial 
opportunity— 'namely, the field of modern housing. The sound 
development of this field affords the opportunity for (a)' the 
secure investment of capital and credit that is now idle, (b) the 
economic use of our immense industrial equipment and abundant 
natural resources, and (c) the long-continued employment of that 
part of our industrial population which has been most seriously 
affected by the failure of the so-called heavy industries to
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share in the recent economic recovery proportionately with the 
consumption-goods industries.

As a problem* the continued lack of activity in the 
industries ordinarily dependent on renovation, modernization, 
and new residential construction now accounts more than any other 
factor for the continuance of unemployment at its present volume.
As an opportunity, the prompt resumption of the activity now 
suspended among these industries would accomplish a twofold 
purpose:

1. A return of the unemployed, more rapidly than 
by any other practicable means, to the useful 
and gainful occupations for which their 
abilities are trained and to which their social 
habits are adjusted.

2. A continuous translation of the results of this 
wide-spread reemployment into the form of 
tangible wealth for which there is the greatest 
social as well as economic need.

There is no field in which the actual standard of living 
in this country is more deficient in comparison with our natural, 
industrial, and financial resources than in the dwellings now 
occupied by the greater part of our population. Neither is there 
any field in which demand will revive more quickly, or in greater 
immediate volume, if practical, and adequate means are provided to 
make the potential demand effective. Almost every element of our 
population needs better housing accommodation. This accommodation 
would be availed of, moreover, either by the improvement of 
existing dwellings or by the purchase of modern types of dwellings, 
provided only there was a reasonable certainty as to future income 
and a reasonable reduction of housing costs, including financing, 
to a capacity-to-pay basis.

It is to meet the problem and the opportunity thus presented 
that the National Housing Program has been formulated.

mt
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Specific Steps in the Housing Program.

In projecting tho Mational Housing Program, frank recogni­
tion has boon given to the necessity of providing governmental 
leadership and direction in the tvra branches of private enterprise 
that occupy tho key positions in the heavy industries, namely, hone 
construction and mortgage financing. The general plan of operation 
under tho program, ■ however, contemplates tho full application of 
private enterprise and resourcefulness in the construction industry 
and the mortgage-lending business to public ends.

Tho principal steps in the program aro as follows:
1. Tho establishment, by direction of the President, of a 

Federal Housing Coordination Board, with a membership 
drawn from the principal governmental departments and 
agencies now concerned with one or another aspect of 
the housing problem. The function of this Board is to 
esto.blish a more coherent, constructive, and effective 
attitude on the part 'jf the Federal Government toward 
tho housing problem as a whole. For the immediate 
future the Board will undertake to coordinate tho 
present policies of the Federal Government with regard 
to housing and tc prepare rccormendations, for sub­
mission tc the next Congress, looking to a more complete 
and more permanent unification of governmental activities 
in tho housing field.

2. Tho inauguration, under governmental sponsorship, of a 
nation-wide movement to stimulate at once the repair, 
maintenance, .ind modernization of existing dwellings 
and of industrial and conmoroial properties as well.
This involves --

(a) The provision of guidance, support, and co­
operation for modernization campaigns organized 
and managed by volunteer groups in urban and 
rural communities throughout the country. Tho 
function cf these local groups is to enlist in 
the modernization movement tho interest and 
participation of all elements in tho community*

(b) The enlistment of the cooperation of industry, 
transportation, and labor in a common effort to 
assure prices that will offer a compelling in-
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ducenent to homeowners to undertake homo im­
provements within the rcmining nonths of 1934., 
or within such longer period as nay bo required 
tc take up the arrears of work of this character. 
This cooperation is neccssary to assure a greatly 
increased volume of business and reemployment, 
and to retain the support and good will of the 
honeowner.

(c) Tho enlistment of savings banks, building and 
loan associations, commercial banks, finance 
companies, and other private lending agencies 
in the pronpt extension of home-improvement 
credits in thoir local communities.

(d) The appropriation of $200,000,000 for an insurance 
fund to protcct lending agcncies participating in 
the honc-improvoment crcdit plan. The purpose of 
this fund is tc assure tho availability of homo- 
improvcnent credits in adequate volume, on 
moderate terms of repayment, and at a lower cost 
than has heretofore prevailed for similar 
accommodation. It is proposed to reimburse 
lending agencies for any losses they may sustain 
up to 20 per cent of the total of their homo- 
improvement advances. This ratio of crcdit 
insurance to total advances is considerably in 
excess of the maximum calculable risk as 
determined by a comprehensive analysis of 
consumer-crcdit experience, including the most 
unfavorable period of the depression.
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3. The opening up of tho mortgage narkot in such a 
manner as to provide an orderly flow of funds to 
moot the renewal of maturing mortgages on 
existing properties and to finance the purchase 
of new hones in areas whore the latter arc needed 
to replace dwellings that are either obsolete or 
actually unfit for human habitation. This 
unfreezing of the mortgage market is an essential 
prerequisite to the resumption of activity in the 
heavy industries on a scale sufficiently large to 
meet tho normal demands of tho home-building 
market, and to provide the normal volume of 
employment in construction, transportation, 
building materials and supplies, and related 
activities,
At the present time funds for residential con­
struction are in many sections of the country 
either scarce or completely unavailable, oven 
whore new homes aro manifestly needed and 
economically justified. Tho market for existing 
mortgages, furthermore, is in such a condition as 
to require a serious consideration of national 
mortgage policy. The continued high rate of 
applications for loans from the Hone Owners' Loan 
Corporation indicates the existence of a serious 
refinancing problem in the home mortgage field, 
as does also the situation of the building and 
loan associations. The latter institutions, 
which occupy an important position in the hone- 
mortgage field, face a competitive problem because 
of the recent insurance of bank deposits. They 
are, therefore, naturally insistent on an extension 
of similar insurance privileges to building and 
loan shares.

Tho reorganization of the mortgage market on sound 
and conservative lines must be squarely faced as a 
problem, of the first magnitude in the dual program 
of improving housing standards and effecting a 
general resumption of employment in the heavy 
industries. The plan of reorganization hore con­
templated is as follows:
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(a) Inauguration of a national system of .real estate 
appraisal for the purpose of standardizing 
appraisal practices and protecting future hone- 
financing from a recurrence; of the abuses that 
have characterized the prevalent haphazard and 
disorganized methods of appraisal. The new 
coordinatcd system of appraisal would be used by 
tho Hone Loan Banks and their affiliated in­
stitutions, and would be made available to private 
lending agencies genorally in furtherance of a 
uniformly sound procedure.

(b) Provision for the insurance of hone mortgages on 
a mutual basis. Tho opportunity to insure 
mortgages for their full face value would be 
afforded for the next three years to accredited 
private lenders who presented mortgages that 
conformed to the following standards:
(ij In the case of new residential construction 

(owner-occupied houses, low-cost and 
lir.iitod-dividend housing projects, etc.), 
not to exceed 80 per cent of the current 
appraised value of the property.

(2) In the case of existing owner-occupied 
hones, not to exceed 60 per cent of the 
current appraised value of tho property.

(3) In tho case of cither (l) or (2) low 
interest cost to the borrower— ordinarily 
5 per cent, with the provision for 6 per 
cent under exceptional conditions.

(4) Complete provision for long-term amortiza­
tion. In event of default on insured 
mortgages, the lenders would be guaranteed 
return of the full principal and also a 
moderate return of interest, not in cxcess
of 3 per cent.

Under this plan of insurance borrowers would be 
able to obtain their entire homo-purchase 
financing, including the portion usually covered 
by a socond mortgage, on a single instrument,
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This instrument would continue until tho loan 
was fully retired, and hence would eliminate 
tho customary rccurrcnt renewal chargos. It 
would also place this financing on a lower cost 
and on easier terns than have been generally 
available heretofore. In consideration of those 
advantages, the borrowers would pay only a 
moderate premium, but ono nevertheless sufficient 
both tc absorb the cost of the insurance and, 
during tho later years of the loan, to curtail 
the principal,
Tho Treasury would stand behind this homo-mortgage 
insurance. Tho insurance plan is sot up in such 
a nannor, however, as to give tho Treasury full 
protection against ultimate loss, even under 
extremely adverse circumstances.

(c) Authorization for the chartcr of national mortgago 
associations by the Federal Hone Loan Bank Board.
These associations would constitute a new type of 
financial agency in the hone-mortgage field. They 
would bo subject to strict Federal supervision, 
and would bo authorized tc raise funds from the 
investing public only by tho issuance of bonds
or debentures fully covered by homo mortgages 
insured in the manner described above. They would 
bo offoctivo in providing liquidity to tho hone- 
mortgage market. Furthermore, since they would bo 
able to raise funds in the largo financial centors, 
they would also Tyo effective in making low-cost 
funds available in remote areas where the volume 
of local savings is insufficient to meet homo- 
financing requirement s.

(d) Revis ion of federal banking laws and other Federal 
statutes insofar as such revision would be required 
to nako the now mortgago instrument widely and 
immediately offoctivo. In addition, revision of 
Federal banking laws to permit short-term construction 
loans, under adequate safeguards, pending insured- 
mortgage financing of the completed property.
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Moans of Implementing tho Housing Program
In part the National Housing Program here outlined can be 

put into effeet under existing legislative authorizations. No 
new legislation is required for the establishment of a Federal 
Housing Coordination Board whoso membership is dravm from present 
officials of the Government. The institution of improved facilities 
for sound appraisal standards, and the establishment of an 
organization to conduct the modernization campaign, can alsc be 
accomplished without new legislation.

Specific authorization by Congress vdll bo required, however, 
to give effeet to the measures on which the succoss of the 
modernization campaign and tho plan to revive residential construction 
primarily depend. Those measures arc embodied in the proposed bill 
entitled ’’National Housing Act".

Title 1 of this Act provides for tho insurance of homo- 
improvemont credits and. for the insurance of homo mortgages. Title
2 provides for tho Federal incorporation of national mortgage 
associations. Title 3 provides such amendments to existing statutos 
as are required to make Title 1 and Title 2 fully effective.

Further legislation, prepared by tho Federal Homo Loan Bank 
Board, is embodied in a separate bill entitled, "Insurance of 
Savings and Loan Savings". Title 1 of this bill provides for the 
insurance ,'f shares in building and loan associations and similar 
institutions. Title ?, provides for the enlargement of the discount 
facilities of the Federal Homo Loan Banks and also for the issuance 
of debentures by the Federal Homo Loan Banks.

The insurance of building and loan shares i.o designed to 
restore confidence to the largo number of shareholders and certifi­
cate holders who for many years have been accustomed to plo.ee 
their savings in this type of mortgage ̂ Lending institution.
With tho confidence of these small savors thus restored, building 
and loan associations throughout tho country would again be put 
in a position tc resume native lending.
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MEMORANDUM ON HOME IMPROVEMENT CREDITS

May 9, 1934.

Competent surveys show that there is a huge amount of 
deferred maintenance; on private dwellings, '.partmonts, small stores 
and offices which, if taker- up at once, would result in tho re­
employment of large numbers of skilled workers identified with 
those groups which have suffered the most from the depression. 
Although the economic and social value of maintaining such 
properties in good repair and modernization is generally recognized, 
the actual work can not be undertaken in numerous cases because 
the owner lacks funds or credit.

The following plan has been devised to meet the dual prob­
lem presented by this situation.

1. Making credit available in small amounts to 
the property owner entitled thereto on terns which 
he can conveniently meet out of current income, and 
the expenditure of which will increase the value of 
his property as much or more than tho credit advanced.

2. Releasing of capital funds, now held by private 
financial agencies and seeking investment, for such 
credits, thus materially reducing direct governmental 
expenditures for the relief of unemployment.
To meet these two problems credit in suitable amounts will 

be made available to all title owners of improved real property whose 
current income and reputation for meeting obligations are satisfactory.

The plan provides a degree of attractiveness not available 
today through existing channels, in the form of low cost, extended 
time for repayment, and freedom from restrictions as to security.
At the same time, tho borrower is amply protected against the assump­
tion of uneconomic debt.

Availability to title owners will be assured by releasing the 
funds and utilizing the facilities uf three groups of private lending 
agencies,

Commercial and Savings Banks,
Finance or Accoptance Corporations, and 
Building and Loan Associations.
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As the existing system of "consumer credit" has been 
built to a large extent upon the use of re-possessible chattels 
as security, the plan provides governmental insurance against 
loss in lieu of such security.

The financing charges provided in the plan are about 
half the lowest costs of similar types of financing available 
through private sources today, yet, through the cooperation of 
all parties to the transaction, these charges will be adequate 
to cover necessary costs.

The plan will bo worked through the following agencies.
HOME CREDIT INSURANCE CORPORATION

A Federal corporation, with headquarters in Washington, D.C., 
will be created with a capital of $200,000,000 provided by the 
Federal Government. It will function as follows:
1. Determine standards for qualifying private financing

agencies (Commercial and Savings Banks, Finance or Acceptance 
Corporations, and Building and Loan Associations) with whom 
contracts of insurance will be made, insuring them against 
losses on promissory notes, up to 20 percent of the com­
bined total face value of such notes purchased by then, and 
provided:

(a) Notes are on legal forms specified by the Home Credit 
Insurance Corporation.

(b) Notes have been executed in settlement of the cost of 
economically justified repairs, alterations or renova­
tions to private dwellings, apartment houses, stores 
or office buildings and arc signed by the title owner 
of such property.

(c) The title owner has qualified under such credit standards 
as to income and moral reputation as may be required by 
the Home Credit Insurance Corporation, as furnished from 
time to time to contracted lending agencies.

(d) Notes conform to such terms as required by contracted 
lending agencies, but which qualify within the follow­
ing minimums and maxiraums.
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Mininun principal anount of loan, $100, plus 
interest for period of loan.
Maxinun principal amount of loan, $2,000, plus 
interest for period of loan.
Mininun monthly payment, $10»00»
Maxinun tern of note 5 years.
Maxinun interest, added to the principal cost 
of the job, oust not exceed 5 per cent true interest 
per annun on decreasing balances.

(e) In the discretion of the Hone Credit Insurance 
Corporation, notes nay be nade payable in quarterly 
payments, or in the case of title ovmcrs engaged
in agriculture, payments may be made to conform 
to crop incone dates, with a minimum of one annual 
payment.

(f) Details of vrork performed, for which notes are given 
in settlement, are shown on forns provided by the 
Homo Credit Insurance Corporation, signed by a duly 
qualified contractor and the title owner, and that 
the note carries, by endorsencnt, a suitable guarantee 
of workmanship by the contractor.

(g) The total cost of the renovating job may include a 
service fee authorized by the Home Credit Insurance 
Corporation, in addition to the 5 per cent interest 
provided for above. Lending agencies will be 
authorized to discount the face of the note by the 
anount of interest added therein, plus such authorized 
service fee*

The authorized service fees are shown below and are 
calculated on the following basis.

Credit Investigation and entry on books.- $2.00 per note.
Collection costs - 50 cents per payment.
Supervision and Legal costs - l/2 of 1fo per annum on 
anount of job.
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MEMORANDUM OIT MUTUAL MORTGAGE INSURANCE

May 9, 1934

The proposals outlined in this memorandum are designed to 
overcome the conditions now prevailing in the mortgage market and 
to remove the obstructions that now impede a free movement of 
mortgage funds. It is proposed to provide a new mortgage in­
strument that will —

1. Afford ample security and an adequate interest 
return to private lending institutions.

2. Lower tho cost of mortgage money to the borrower.
3. Eliminate the need for second mortgage financing.

The first of the means by which these purposes are to be 
realized is the organization of the Mutual Mortgage Insurance 
Division of tho Home Credit Insurance Corporation. This division 
will be authorized to insure the full payment of principal of all 
eligible home mortgages, and to insure also a minimum interest 
return (in general 3 por ccnt) on insured mortgages that may 
default. Any mortgagee, institutional or individual, acceptable 
to the Board, may insure mortgages under this plan.

It is naturally expccted that the principal users of the 
plan will be the existing private lending agencies— namely, savings 
banks, commercial banks, trust companies and othor trustees, 
insurance companies, building and loan associations, mortgage com­
panies, etc. If this does come about as contemplated, private 
agencies now deterred from lending by the uncertainties of tho real 
estate market will be able to release mortgage money for now 
financing wherever it nay be economically justified.

The finaneiexI soundness of the plan will rest primarily 
upon tho appraisals on which the mortgage insurance is based. The
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Board of the Corporation is therefore diroctod in the proposed 
act creating the Homo Credit Insurance Corporation to develop 
a national standardised system of appraisal practico. This 
system mil ho used by tho Board and will also bo available to 
guide the appraisal practico of private institutions. In addition, 
the Board will make occupancy surveys, develop construction 
standards, and carry on similar ictivitios of a research or a 
statistical nature designed to conserves sound mortgage values.

To be eligible for insurance under this plan, a mortgage 
must conform to the follô ving recognized standards of sound mort­
gage practice:

1. Tho mortgage must be a first lien on an owner- 
occupied dwelling. (Certain exceptions in the case 
of slum cloaranco and low-cost housing projects will 
be referred to later.)

2. The mortgage must be held by mortgagee acceptable 
to tho Board of tho Corporation,

3. The mortgage must provide for regular amortization 
until the loan is completely retired. In general, this 
amortization period is ostablishod at not more than 20 
years. Provision is made, however, for establishing an 
amortization period up tc 30 years, in the discretion of 
the Board of the Corporation, on properties of excep­
tionally stable value,

4. The lortgage must bo of such a nature that the insuring 
of it by tho Corporation is bcnoficial to the mortgage 
market as a whole; and it must conform to such standards 
in respect :.f tho charactor and income of tho mortgagor 
is may bo ostablishod by the Board of the Corporation.

5. The mortgage must be for an amount not in excoss of 
80 por cent of tho appraised, value of the property in 
the case >f now construction, or 60 por cent of the 
current' \ppraised valuo in the ease of existing 
dwellings. It must also conform to such other appraisal 
standards .'.s m y  bo established by tho Board of tho 
Corporation. It has boon suggested that in general 
insured mortgages should not oxcoed 100 per cent of the
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value of improvements. Because of the security 
afforded "by the insurance, ancl by the other staixlaFcLs 
to which the mortgage must conform, the entire first 
and second mortgage financing can be safely cop'eined 
in a single instrument. This will eliminate Twth the 
need of second mortgage financing and the disturbing 
effects of such financing on banking and investment 
conditions in general.

6. The net interest return to the lender must not be in 
excess of 5 per cent, except that the Board of the 
Corporation may, where the local mortgage market 
requires it, authorize a rate up to a maximum of 6 
per cent in order to attract mortgage funds.

Except with regard to the requirements just enumerated, the 
customary relations between mortgagor and mortgagee are fully retained 
under the operation of the insurance plan. If the mortgage becomes 
delinquent, the mortgagee may still foreclose, or refrain from fore­
closing, as at present, without interference on the part of the Board 
of the Corporation. Should the mortgagee elect to realize on his 
insurance, however, he must foreclose and give title to the property, 
free of taxes or other charges, to the Board of the Corporation, and 
at the same time give to the Board a statement of claim of his ex­
penses incident to foreclosure. The statement of claim of expenses 
may include foreclosure costs, delinquent interest and amortization 
charges, and repairs made by the mortgagee, etc. This statement of 
claim is subject to approval by the Board.

Upon the election of the mortgagee to realize on his insur­
ance, the Board will deliver to the mortgagee a debenture or deben- 
tures guaranteed as to principal and interest by tho United States 
Government, the amount of such debenture or debentures to equal the 
unpaid principal on the face of the mortgage as of the date on which 
title is transferred to the Board, plus taxes and other advances 
specifically authorized by the Board of the Corporation. These de­
bentures will bear the rate of interest (not in excess of 3 per cent) 
agreed upon at the time the mortgage was insured; and the debenture 
will mature 3 years after the mortgage would have been paid off if it 
had remained in good standing.
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At the sane tine the Board will issue to the mortgagee a 
preferred certificate, up to a naxiraun of 10 per cent of the unpaid 
principal on the face of the mortgage as of the date on which title 
is transferred, covering expenses incurred because of delinquency 
and foreclosure. The Board will also issue a further certificate 
of claim for all such expenses allowed by the Board in excess of 
this 10 per cent. When the Board has fully realized on the property 
it vail first reimburse itself for.its debentures issued, and then 
honor these certificates of claim up to the full amount permitted 
by the realization on the property.

If the sum realized on the property exceeds both the 
amount of the debentures and the full amount of the certificates 
issued to the mortgagee, the Board will turn the remainder of the 
proceeds over to the mortgagor. Should the sun finally realized, 
however, be insufficient to cover both the amount of the deben­
tures and the amount of the preferred certificate of claim, the 
Board will reimburse the mortgagee on such preferred certificate 
of claim pro rata with the Board’s own realization on the property.

The premium for mortgage insurance under the plan will vary 
from one~half per cent to 1 per cent per annum of the original face 
value of the mortgage, according to the risk. This premium will be 
paid by the mortgagor to the mortgagee in addition to the interest 
and amortization payments provided in the mortgage. The mortgagee 
will in turn remit this insurance premium to the Board, of the 
Corporation.

The insurance principle involved is similar to mutual life 
insurance. This premium is considerably in excess of the amount of 
risk ordinarily involved in mortgages of this type, and hence should 
eventually be returned in whole or in part to the mortgagor. The 
premiums thus returned will be paid to the mortgagee to pay off the 
mortgage for the benefit of the mortgagor. For example, if there 
were no loss at all, insured mortgages carrying amortization charges 
calculated to retire the principal in 20 years, would build up, at 
the end of about 17 years, an insurance reserve sufficient to retire 
at that time the remaining unpaid principal of the mortgages. In 
that event the insurance would be terminated and the reserve, after 
certain deductions for a general reinsurance fund, would be used to 
take up the mortgages for the benefit of the mortgagors.

The insurance premium therefore covers both insurance 
risk and additional, but unspecified, amortization. On a twenty—

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



-5-

year amortization contract yielding 5 per cent to the lender* the 
borrower would be required to pay an annual total charge— for in­
terest, amortization, and insurance--equal to 9 per cent of the 
original face value of the loan. This charge is much lower than 
the present equivalent combined cost of first and second mortgage 
money, and also lower than the equivalent cost even during favorable 
periods in the past.

By paying this total annual charge of 9 per cent, including 
interest, amortization, and insurance, the borrower might retire his 
total mortgage in something over 17 years, and would in any event be 
guaranteed complete retirement in 20 years. The length of payment 
between 17 years and 20 years would depend on the extent of the 
general losses sustained by the insurance reserve.

The insured mortgages will be segregated at the time of 
insurance into separate funds containing substantially similar risks; 
they will not be lumped in a single-rislc fund. A lending institution, 
that is to say, could still benefit to the full by insuring its 
mortgages even if it desired to confine itself to stricter require­
ments than those prescribed in the rnortgage-insurance law.

For example, an institution could confine itself to 60 
per cent mortgages instead of making loans to the limit of the 80 per 
cent permitted as a maximum for new construction, and know at the 
time of insurance that its mortgages were segregated with others of 
the same type. Such mortgages would naturally involve fewer realisa­
tions on the governmental guaranty, and therefore would not be 
required to share in the risk of mortgages made on a higher basis of 
appraisal. All premiums paid on mortgages of common characteristics 
as to risk vrould be kept separate in a single fund, and all costs 
and realizations incidental to realization on the insurance would be 
debited and credited to this fund.

At the termination of the fund— that is, whenever any 
one of these separate segregated funds became large enough to take 
up the debentures issued to make good the mortgages insured by the 
fund, and also to pay off the remaining indebtedness of borrowers 
in good standing in the fund— the Board of the Corporation will be 
required, prior to the termination of tho fund, to deduct from 10 
to 15 per cent of the fund for a general reinsurance reserve. This 
reinsurance reserve would take care of losses in particular funds 
where the premiums proved insufficient to cover the insured losses of 
the fund. It would also furnish a mechanism whereby the exceptional 
losses of abnormal periods could be mot out of reserves established 
in periods of smaller losses.
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From careful calculations made cn an actuarial basis, 
the plan of mortgage insurance hore outlined would involve no loss 
to the Treasury on its guaranty of principal and interest on tho 
debentures issued to replace tho defaulted mortgages. As was previous­
ly stated, the premium payments on maximum twenty-year amortiza­
tion mortgage, if no losses are incurred, would be sufficient to 
retire the principal of the mortgage commitments in about 17 years, 
the exact period depending on expenses of operation (which should 
be relatively low) and on percentage of the reinsurance deduction 
made by the Board of the Corporation.

In order to determine the extent bo which this period of 
approximately 17 years might be extended by losses, the follow­
ing loss-assumptions wore made the basis of actuarial computations 
of risk:

1. That all mortgages in a single fund were insured at 
the maximum risk— that is at 80 per cent of appraised 
value.

2*. That 25 per cent of the total face value of mortgages 
in a single fund defaulted.

3. That the ultimate realization of the fund on these 
properties in default was only 50 per cent of the 
original appraised value of the properties.

4. That all the defaults occurred during the earlier 
years and reached a peak i:i the fifth year when, 
owing to the lower extent of amortization, the in­
sured risk was largo.

5. That two years were required for the fund to dispose 
of the defaulted properties.

6. That reimbursement to the mortgagees was made out 
of the fund for maximum foreclosure expenses as 
allowed under the preferred claims.

On this set of assumptions, all of which are far more dras­
tic than past experience would justify as an average calculation of 
the risk on home mortgages, the fund was still solvent, and would 
have been terminated some time in the nineteenth year, without draw­
ing on the general reinsurance fund.
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The general provisions of the proposed act insuring mort­
gages on a mutual basis are written also to cover the problem of 
financing public or semi-public projects for the stimulation of 
low-cost housing and slum clearance. It is contemplated that the 
Board will establish separate insurance funds in which mortgages 
on property of this type can be insured under special conditions 
as to interest, amortization, and insurance to be determined by 
the Board. This should permit slura-clearance and low-cost-housing 
projects to obtain financing on a self-insurance basis at much 
lower rates than has been possible in the past.

To create liquidity throughout the v/hole field covered by 
home mortgages, and also to assist in making new mortgage money 
available, it is proposed further:

1. To amend the Federal banking laws to permit con­
struction loans on projects of a type likely to be 
accepted as eligible for Federal Mutual Mortgage 
Insurance.

2. To amend the Federal banking laws to permit member 
banks of the Federal Reserve System to hold the 
new type of insured amortized mortgages in 
preference to the existing type of unamortized 
short-term renewal mortgages.

3. To emend the Home Loan Bank Act to permit the Home 
Loan Bfnks to rediscount mortgages insured under 
the mutual, mortgage insurance- act up to 90% of 
their full face value.
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MEMORANDUM ON NATIONAL MORTGAGE ASSOCIATIONS

May 9, 1934

Two main functions will be performed by these associations: 
first, the provision of adequate financial facilities for limited 
dividend and similar low-cost housing projects, customarily asso­
ciated with, slum clearance operations, and, second, the provision 
of liquidity in the mortgage market.

Many of the most important industrial states have now passed 
laws granting certain exemptions and privileges to low-cost housing 
projects, provided they are constructed and maintained under public 
supervision. Other attempts to deal with the same problem of pro­
viding low-cost housing for urban industrial workers ere being 
worked out by such bodies as the New York Housing Authority and 
the Federal Emergency Housing Corporation*

These national associations will have the resources to handle, 
and service at low cost, first mortgages for these projects in large 
individual amounts, mortgages, furthermore, which will be eligible 
for insurance in segregated risk funds under the Mutual Mortgage 
Insurance plan, thus multiplying several times the availability of 
funds for housing developments of this type.

Mortgages on owner-occupied homes are necessity small in 
individual amount, and preferably should be originated and serviced 
during their first ye^rs by local institutions, thoroughly familiar 
with local conditions and in a position to keep close watch m  the 
condition of the property and the responsibility of the borrower. 
After those mortgages have been amortized tc a conservative figure, 
however, they will constitute safe and acceptable investments for 
these associations operating over a larger field, which will be 
able tv. obtain cheaply the funds used to purchase such insured mort­
gages fror. local institutions at a favorable price and thus release 
fresh funds for local investment.

The primary reasjn for high interest rates (often as high as
8 or 9 per cent), renewal fees, etc., on home mortgages in many sec­
tions of the country is the inadequacy of local savings available
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for nortsago financing in growing communities* Settled communities, 
on tho other hand, where there is no r̂oe.t economic demand for new 
building, are characteristically those in which per capita savings 
arc high and in which there is consequently a large available sup­
ply of mortgage funds.

Those associations, by reason of their size, mil bo located 
in such settled comrunitics and mil provide an attractive outlet 
for accui.iulo.ted savings, often in coccuss of the oconor.ioo.lly valid 
local demand f'or construction, by utilizing thor. for tho purchase 
of mortgages in communities where funds aro scarcc.

National mortgage associations will be operated under the 
following strict limitations,

1, They m y  issue their -ywn debentures only against amortized 
or self-liquidating mortgages on the safest type of residen­
tial properties, insured under tho Iuutual Mortgage plan, 
and for maturities consistent with repayments on these 
mortgages,

2, They will be chartered, supervised and jxanined by the 
Federal Home Loan Bank Board and will bo required to satis­
fy the Board that they aro in a position to service tho 
insured mortgages held by them.

3, Thoy will'be required to have a minimum paid-in capital 
of |5,000,000 and their debentures will be limited to a 
maximum of 15 times their capital.

These limitations will insure the soundness of these 
institutions. They will not be subject to the hazards 
arising out of short-torn renewal loans on commercial proper­
ty. Thoy will be large institutions and therefore suffi­
ciently limited in number tc be subject to careful individual 
supervision, Thoir size will (l) justify the listing of 
their bonds or debentures on the socurity exchanges, thus 
providing the individual or institutional investor with 
a readily saleable mortgage instrument, and (2) insure that 
their operations roceive constant scrutiny by tho financial 
press and the investment services.
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The insurance fepture of their underlying mortgages 
will constitute the equivalent of a substantinl guaranty 
of their debentures. Because they will raise their funds 
in centers where capital is most reasonable ,they will be 
in a positi ,n to make lower cost money available for home 
financing. By the basic terms of their organizations, they 
will of necessity be confined to conservative financial 
operations and not be subject to stock-selling promotional 
abuses. Because their investments will be 31.‘it d to 
insured mortgages, for which they are in a position to 
provide adequate servicing, they will not be able to re­
capitalize properties for the purpose of selling securities 
nor to act as a mortgage outlet for speculative real es­
tate affiliates.
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May 8, 1934.

MEMORANDUM

To: Mr. John H. Fahey, 
Chaiman.

Dear Mr. Fahey: In re: INSURANCE OF SAVINGS M D  LOAN SAYINGS.
Two very worthy and necessary objects are to he accomplished 

by this proposed legislation. The first thing to be accomplished is 
to provide absolute protection to the savings of working men and women 
who save a few dollars each week or month in these institutions so that 
such savings will not be lost. These are not the people who invest 
in stocks and bonds but are the people who save up small suns week 
after week with which to acquire hones, to educate their children, and 
to provide for old age. The second thing to bo accomplished is to 
assure an even and steady flow of funds into this type of institution, 
which loans substantially all its noney to finance snail hones. This 
flow of noney nust be started again to put back to work many hundreds 
of thousands of men who .have been idle.

In order to insure the snail savings of these working people, 
it is proposed that tho Government provide a capital of $100,000,000 
to establish confidence, and that these savings institutions pay annual 
insurance premiums which are carofully calculated to cover all antici­
pated losses. These savings arc loaned to home owners on long-term, 
monthly-amortized mortgage loans, and, being mutual institutions which 
are very economically operated, tho savers receive a return very close 
to the rate charged to the hone owner. This plan doe a-not insure the 
liquidity of these long-term institutions but contemplates that these 
savers will be insured, that they will got their savings back through 
the ordinary processes of the associations or, in the event of liquida­
tion, from the Insurance Corporation in due tine. This legislation, 
together with the Federal Home Loan Bank Act, will provide not only for 
the protection of these savings but for more uniform and econonical 
conduct of this savings plan, which is said to be serving more than ten 
million savers who have accumulated about eight billions of dollars.

The type of local mutual financial institution here dealt with 
in normal times has provided more money for home building than any other 
type of institution. It is estimated that they finance 65 per cent of 
all snail homes. The flow of savings into these institutions has been 
largely diverted in recent years into postal savings and insured bank 
deposits. It is believed that this plan will again start the flow of 
funds into these institutions so that they can provide money to improve 
small homes and to "build small homes in their local communities through-
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out tho Nation. Money saved, in these associations is immediately loaned 
to build hones, and therefore spent for building materials and labor.
It is important to the country that this labor be put to work. These 
associations do not ordinarily carry any cash, but loan their money for 
hone building as fast as they get it.

The demands upon Home Owners1 Loan Corporation are enormous 
and these demands will increase as loans nature unless provision is made 
for those institutions to refinance some of such loans.

It is the policy of the Government to protect small savers and 
to promote homo ownership. This legislation will protect the most de­
serving class of small savers and the most deserving class of small 
hone owners.

Very truly yours,

HR:REM
Horace Russell, 
General Counsel
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Reproduced from the Unclassified ̂ Declassifie^Hotding^onh^Nationa^rchives

THE aQDSnlB PEOBLEM

YYU r ^

^  The housing problem, with which this bill is concerned, 

has become the key log in the economic jam f*om many points 
of view# The construction industry, as a whole, is outstand­

ing among the large industries in this country. It is also 
by far the most depressed of any large industry, and, aside 
from such activity as is imparted by public works allotjfoents, 

has shown the least response during the past year to the gen­
eral recuperation. The aggregate volume of construction 
activity in this country has fallen from an annual aggregate of 
eleven billion dollars to one that average* about three billions. 
In this total drop in construction, residential building has 
shown an even greater relative decrease, from around three 
billions annually to a figure of only 300 Billions*

From the point of view of unemployment, the construction 
industry is also responsible for our largest single relief 
problem* About 3,500,000 persons are normally employed directly 
in the construction industry or in making, transporting, and 
selling fppetruction materials. Xf account is also taken of 
those indirectly attached to the industry such as those who 
produce raw materials, etc*, the aggregate number of persons 
affected directly by construction may reach as many as 5,000,000*
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I f  these workers, or any appreciable part of them can be restored 

to  normal employment, i t  w ill, of coarse, stimulate the service 

industries and offer increased ^  general employment there.

Finally, the building industry is  responsible for our 

largest remaining financial problem a t the present time. The 

mortgage debt of th is  country aggregating $4.3,000,000,000 is  

the largest single outstanding block of long-term indebtedness 

in  the capital market, more than three times as large as the 

to ta l MriBiii railroad  debt, four times as large as the to ta l 

public u t i l i ty  industrial long-term debt, and nearly as 

large as the to ta l National, S tate, County and Municipal debt 

combined. About one-half of jtin th is  to ta l  mortgage debt, 

or $21,000,000,000, is  represented by individual mortgages upon 

homes. Most of th is  huge indebtedness was gr eate s t  under the 

unsound financial practices prevailing during the boom condi­

tions of 1922-1929. Among these practices the most detrimental 

are the followings

1. The practice of financing new construction through the 

use of second mortgage financing a t exorbitant costs.

2. The practice of charging high in terest rates and ex­

cessive fees for renewals, e tc .

3 . The practice of making long-term mortgage loans upon 

a short-term basis. Many of these mortgages were 

originally  w ritten on a three or five-year basis, made 

no provision for th e ir  gradual repayment out of the 

income of the borrower, and were expected as a matter

of course to  be refinanced in the mortgage market a t 

th e ir  maturity.
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Due largely to these unsound conditions, the mortgage 

market has been unable to stand the stra in  of the depression 

and activ§&ortgage financing has practically  disappeared in  many 

sections* From almost the beginning of the depression, em­

ployment on new residential construction, even where i t  was ju s ti­

fied has been d rastically  curtailed by the in ab ility  of borrowers 

to secure second mortgage financing. As existing mortgages have 

matured, furthermore, borrowers have found i t  d if f ic u lt  to se­

cure renewals and have been pressed for heavy loan repayments 

a t  that time when they were le a st able to make them.

By 1933 when the Borne Owners1 Loan ft Act was enacted, i t  

was estimated th a t 10 per cent of a l l  mortgaged urban homes 

had been foreclosed, and foreclosures were then going forward 

a t a ra te  of nearly 25,OCX),000 per month. Since then th is  rate  

has declined to about 20,000 per month reflec tin g  largely the 

a c tiv itie s  of the Home Owners1 Loan Corporation, which to date 

has received 1,250,000 applications aggregating more than four 

b illio n s of dollars.

These facts make i t  clear th at reorganization of the mort­

gage market is  as v ita l  to  the unfreezing of our financial in­

stitu tio n s as is  the resumption of construction to the reemploy­

ment of the huge array now being carried upon the re l ie f  r o l l .

We have here in fact a sort of vicious c irc le  in  which, on the 

one hand, unemployment is  maintained a t a high figure because 

of the absence of f a c i li t ie s  for financing new construction, 

while, on the other, the financial burden of the existing mort-

-3-
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gage debt is  becoming increasingly d if f ic u lt  to  carry because 

of the widespread prevalence of unemployment. In the following 

program, th is  problem is  attacked frost four d ifferent angles, 

each calculated to  bring support to  the construction and mort­

gage lending industries a t those points where strength is  most 

urgently needed. They are essential parts, moreover, of an in­

terrela ted  whole that w ill break th is  vicious circ le  by encour­

aging a general renewal of building activ ity  along sound finan­

c ia l lines where i t  is  economically ju stifie d  and a t those points

where economic demand is  present.?/ The four components of the
J1

program are as follows:

-4-

1. Modern!zaticaa/^ . .PQB&faMBt i r t f  uleiywftiiiMrtwfefci
7

2. Mortgage insurance.

3. Mortgage Associations.

4- Insurance of g ild in g  and H.o&n Associations.

Ip
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the Unclassified7 Declassified Holdings of the National Archives
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By providing definite incentives in the way of reasonable

conform to model financial practices, private capital will bqknduced 
to invest in mortgages once more, and thus start the -unfreezing of 
the mortgage market. By offering to insure mortgages on new con­
struction along the same sound, lines, but up to a maximum of 80 per 
cent of the appraised, value of the property, new construction wjLll 
be enabled, to go forward in the absence of a second, mortgage market.
Only mortgages will be insured where such insurance is beneficial to 

the mortgage market and no construction will be financed of a specu­

lative type or in localities where there is an existing surplus of 

modern homes. Hew construction, therefore,will be limited to that 
which is economically justified in its locality, fhis means that new 

construction for the immediate future will be localized. As the rehabili-

costs and advantageous credit terms/ fei» laad*# tulLlm; UfFimfluj

properties.

•̂By offering to insure mortgages on existing properties that
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and
tatIon campaign gets well under way, %se the general recovery 

program becomes further advanced, thesjr ju stified  demands w ill 

spead in an ever-widening c irc le , etc.

Mortgage Associations.

By providing for the national charter of mortgage associa­

tions under rig id  supervision and restric ted  in th e ir  dealings 

to insured mortgages, we provide an instrument which w ill be 

able t© spread these advantages throughout the country.

Insurance of Building and Loan Associations.

By insuring shareholders in sound building and loan asso­

ciations we restore confidence in  these mortgage-lending in s ti­

tutions and reh ab ilita te  them so th a t they can resume th e ir  func­

tion of making mortgage loans.

-6-
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National Emergency Council (5114)

THE HOUSING PROBLEM

Viewed from any one of several points of view, the housing problem 
is the key log in the economic jam.

In the first place, the construction industry as a whole is out­
standing among the large industries of the United States. It is also 
by far the most depressed of any large industry. Furthermore, except for 
the activity imparted to it by public works allotments, it has shown 
the least response during the past year to the general economic recovery.

Even when the expenditures for public works are taken into account, 
the volume of construction is today only about one-fourth its former total. 
In residential construction, moreover, the present volume is but one-tenth 
the former total. The extent of the decline is shown by the following 
brief comparisons:

From the point of view of unemployment, this enormous decline in 
the volume of construction is accountable for our largest single problem 
of emergency relief, Thai* is to say, the great bulk of the persons ordi­
narily engaged in the construction industry and related activities are 
still unemployed; and these workers and their families constitute the 
largest group still dependent on public and private relief.

The number of persons normally employed directly in the construc­
tion industry, or in making, transporting, and selling construction 
materials, is about 3,500,000, If account is also taken of the persons 
indirectly dependent on the construction industry—  such, for eajunple, as 
those engaged in the production of raw materials-- the number of workers 
normally affected either favorably or adversely, according to the state 
of the construction industry, may be placed at approximately 5,000,000, 
This figure must of course be multiplied several times in order to arrive 
at the actual number of persons normally dependent on the construction 
industry for their livelihood.

If the workers in the building trades, or any appreciable part 
of their number, can be restored to normal employment, their reemploy­
ment will in turn further stimulate tho so-called servicc industries, 

h as transportation, and thus provide additional employment there in 
portion to the increase in the construction industry.

Former annual aggregate of construction 
Present annual aggregate

$11,000,000,000
5,000,000,000

Former annual residential construction $ 3,000,000,000 
Present annual residential construction 500,000,000
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Besides being accouhtablo at the present time for our largest indus­
trial problom and our largest unemployment relief problem, the construction 
industry is also accountable for our largest remaining financial problem.
Tho real estate mortgage debt in the country as a whole is $43,000,000,000. 
This is the largest single class of outstanding long-term indebtedness in 
the capital market. It is more than three times as large as the total rail­
road debt, four times as largo as tho total public utility long-term debt, 
and four times as large as the total industrial long-term dobt. It is nearly 
as largo as the combined totals of National, State, County, and Municipal 
dobt.

Of this total mortgage debt, $21,000,000,000, or approximately half 
tho total, is represented by individual mortgages on homos. Most of this 
huge homo-mortgage debt, furthermore,was crcatcd under tho unsound financial 
practiccs that prevailed during the boom conditions of 1922-29. Those un­
sound practicos are now universally rccognizcd and discredited. Tho most 
detrimental of them however, woro the following:

1. Tho practico of financing new construction through 
tho use of socond mortgage financing at exorbitant 
costs.

2. Tho practico of charging excossivo foes, in 
addition to high interest rates, for tho renewal 
of maturing mortgages.

3. Tho practico of making long-term loans on a 
fictitious short-torn basis. That is to say, 
mortgages were vjritton on a three-year or fivo- 
yoar basis, but without any provision for their 
gradual repayment out of tho income of the borrower; 
and thoy were cxpocted as a matter of coursc, 
usually by borrower and lender alike, to be renewed 
or refinanced at maturity.
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Owing largely to thcso unsound practices of tho yoars 1922-29, tho 
mortgage market has been unable to stand the strain of the depression. In 
many sections of the country active mortgage financing has virtually dis­
appeared. Now residential construction, even Wfeoro itfefully justified, has 
from almost the beginning of the depression been drastically curtailed be­
cause of the inability of borrowers to' obtain second mortgage financing.
It has also been exceedingly difficult, and in numerous instances impossible, 
for borrowers to secure the renewal of mortgages} and they have been pressed 
for heavy repayments at the time when thoy were least able to make them.

By 1933, when the Home Owners* Loan Act woe enacted, it was estimated 
that 10$ of all mortgaged urban homes had been foreclosed. Foreclosures 
were going forward, furthermore, at the rate of nearly 25,000 homes per 
month. Since then the foreclosure rate has declined to about 20,000 homes 
per month, reflecting to a largo extent the relief afforded by tho Horae 
Owners’ Loan Corporation. To date this governmental agency has received
1,250,000 applications aggregating more than $4,000,000,000.

These facts make it plain that the reorganization and reopening 
of the mortgage market is as vital to the unfreezing of our financial 
institutions as is the resumption of construction to the reemployment of 
the huge arm;/ of workers that is now being carried on the relief roll. We 
have here, in fact, a sort of vicious circle: unemployment is maintained at 
a high figure because of tho absence of facilities for financing new cons­
truction, while at the same time tho financial burden of the existing mort­
gage debt is becoming increasingly difficult to carry because of the continu­
ing large volume of unemployment.

In the program that is summarized in the following paragraphs, this 
problem is attacked by four different methods, each calculated to bring 
support to tho construction industry and the mortgage-lending business at 
those points where strength is most urgently needed. The four methods of 
attack are essential parts of an interrelated whole, the aggregate force 
of which will break the vicious circlc just referred to by encouraging a 
general resumption of building activity, on sound financial linos, in those 
areas where new construction is economically justified and where an economic 
demand is present.

hd
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1# Modernization.
2. Mortgage Insurance.
3. Mortgage Associations.
4. Insurance of Building and Loan Associations.

Modernization. After five years of neglect of our residential, com­
mercial, and industrial properties, a widespread potential demand now exists 
for construction in the field of repair, renovation, and modernization. By 
providing definite incentives in tho way of reasonable costs and advantageous 
credit terms, we can stimulate a renewal of activity and employment in the 
kind of construction in which substantial results can be most quickly obtained. 
The modernization campaign that has been proposed to induce the undertaking 
of this work would embrace commercial and industrial as well as residential 
property; but the special credits which have been proposed would, because 
of their $2,000 limit, be confined in the main to residential property.

Mortgage Insurance. By insuring mortgages on existing homes up to 
60 per cent of their currently appraised value, we can induce private capital 
to invest in mortgages once more and thus start tho unfreezing of the mort­
gage market. By offering to insure mortgages on newly completed hones, but 
up to 80 per cent of the appraised value, wo can enable now construction to 
go forward without any occasion for reviving the second mortgage market. 
Mortgages would bo insured, however, only where the insurance would be bene­
ficial to the mortgage market. That is to say, no construction of a specu­
lative type would bo eligible to mortgage insurance, nor would the insurance 
bo granted in areas where there was an existing surplus of modern homes.
New construction, therefore, would bo limited to that which is economically 
justified in each community. In other words, new construction would for the 
immediate future be localized. As the modernization campaign got under way, 
however, and the general recovery program became farther advanced, the justi­
fied demand for new construction would spread in an ever-widening circle.

Mortgage Associations. By authorizing the Federal charter of mort­
gage associations, placing those associations under rigid federal super­
vision, and restricting their dealings to the insured mortgages, wc can 
provide an effective means of attracting funds from financial centers in 
which there is a surplus of capital for investment to areas in which local 
savings aro insufficient to meet the requirements of home financing. In 
this manner the advantages of low-cost, long-term financing can bo spread 
to communities throughout the country.

Insurance of Building and Loan Associations. By insuring the share­
holders in sound building and loan associations, wc can restore the confidence 
of small savers in these important mortgage-lending institutions, and re­
habilitate them in such a manner as to enable then to resume their normal 
.ortgage-lendijig functions.

The four component parts of the program are as follows:

hd
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FOR IMMEDIATE RELEASE, May 14, 1934.

Prank C. I'falker, Executive Director of the National Emergency
Council, today made public the following supplemental information with 
regard to the problem that is dealt with in the housing program which the 

Council has recommended to President Roosevelt and on- which the President 
today asked Congress for legislation:

Prom any one of several points of view, an attack on the housing 
problem can at the present time be made a major factor in • economic re- 
adjustment.

In-the first place, the construction industry as a whole is 

outstanding• among the large industries of the United States.. Furthermore, 

it lias been "the most severely depressed of ?ur large industries, and the- 

one that has shown the least response during the past year to the. general 
economic recovery. The decline of residential construction to but one- 
tenth its former total has been even more severe than the -d00lino •f" con­
struction generally. The extent of tho decline in the sonstruotion 
industry is shown by the following brief comparisons:

Prom the point of view cf unemployment, this enormous declinc 
in the volume of construction is accountable for our largest single 
emergency-rclief problem. The great bulk of the persons ordinarily

unemployed. These workers and their families constitute the largest 
group still dependent on nublie and private relief.

struction industry, or in making, transporting, and soiling construction 
materials, is about 3,500,000. If account is also taken of the persons 
indirectly dependent on tho construction industry— such, for example, as

Former annual aggregate jf construction $11,000,000,000

Present annual aggregate 5,000,000,000

Former annual residential construction ' 3,000,000,000
Present annual residential construction 500,000,000

engaged in the construction industry aid related activities are still

The number of r,arsons norr.nal.ly employed directly in the con-
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those engaged in the production of raw materials— the number of workers 

affected either favorably or adversely, according to the state of the 

construction industry, m y  be placed at approximately 5,000,000. This 

figure must of course be multiplied several times in order to arrive 

at tho total number of persons in the families of workers normally 

dependent on the construction industry por their livelihood.

If the workers i’: the building trades, or any appreciable 

part of their number, can be restored to normal employment, thoir re­

employment wil] in turn further stimulate, the so-called sorvicc 

industries— such, for example, as retail trade— and thus provide 

additional employment ther.: in proportion to tho increase in the 

construction industry.

Besides being accountable at the present time for our largest 

industrial problem and our largest unemployment relief problem, the con­

struction industry is ilso accountable for our largest remaining financial 

problem. The real estate mortgage debt in the country as a whole is 

$43,000,000,000. This is. the largest single class of outstanding long­

term indebtedness in tho capital market. It is more, than three times as 

large as the total railroad debt, four times as large i..s the total public 

utility long-term debt, and four times as large ?_s the total industrial 

long-term debt. It i-s nearly a;: large as the combined totals of National, 

State, County, and l.iunicipal debt.

Of this mortgage indebtedness, $21,000,000,000, or approximately 
half the total, is represented by individual mortgages on homes. Much of 

this huge home-mortgage debt, furthermore, was created under the unsound 

financial practices that prevailed during tho boom conditions of 1922-29, 

Those unsound practices are now universally recognised and discredited.
The most detrimental of them, however, wore the following:

1. Tho practice of financing now construction through 

the use :jf second mortgage financing at exorbitant 

costs.
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2. Tho practice of charging excessive fees, in addition 

to high interest rates, for the renewal of maturing 

mortgages.

3, The practice of making long-term loans on a ficti­

tious short-term basis. That is to say, mortgages 

were written on a thrco-yoar or five-year basis, 
but without any provision for their grrdual repay­

ment out of the income of the borrower; and they 

Kcre expectcd as a matter of course, by borrower 

and lender alike, to be renewed or refinanced at 

natur ity,

Owing largely to these unsound practices of the years 1922-29, 

the mortgage market has been unable to stand tho strain of the depression 
or to share in tho general recovery. In many sections of tho country, 

aotivc mortgage financing has virtually disappeared, New residential 

construction, even where it is fully justified, has from almost, the 

beginning of the depression boon drastically curtailed because of the- 
inability of borrowers to obtain second-mortgage financing. It has also 

been difficult for borrowers to obtain the customary renewal or refinancing 

or maturing mortgages; and they have in numerous instances been pressed 

for heavy repayments at*tho time when they were least able to make them.

By 1933, when the Home Owners’ Loan Act wag enacted, it was 

estimated that 10^ of all mortgaged urban homes had been foreclosed. 

Foreclosures wore going forward, furthermore, at the rate of nearly

25,000 homes per month. Since then the foreclosure rate has declined 

to about 20,000 homes por month. To date the Homo Owners’ Loan Corporation 

has received 1,250,000 applications aggregating more than $4,000,000,000.

Those facts make it plain, that -the reorganization and reopening 

of the mortgage market is as vital to the fra* functioning of our financial 

institutions as is the resumption of construction to tho reemployment of 

■the huge army of workers that is now being ®arried on the relief roll.

Tfo have here, in fact, a sort of vicious circle. Unemployment is maintained
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at a high figure because of tho absence of facilities for financing new 

construction, v.'hile at the same tiiiio the financial burden of the existing 

mortgage debt bccoir.es increasingly difficult to carry because of the con­

tinuing large volume of unomplftymnt •

In the program that has boon rcconmcndod to tho Fresidont by 
the National Emergency Council, this problem is attacked by four different 
methods, each calculated tc bring support to the construction industry 

and the nortgago-lending business at tho points •There strength is most 
urgently nocdod. The fovir not hods of attack. :ire essential parts of an 
interrelated whole, the force of -which vri.ll break the vicious circle just 
referred to by encouraging, in areas whoro new construction is economically 
justified and whore an economic demand is present, a resumption of build­
ing activity, but under now and sound financial practices.

The four component parts of tho program are is follows:

1. Modernization.

2. Mortgngo Insurance.
3. Mortgage As sociati ens.
4. Insurance of Building and Loan Associations.

Modernization. After five years of neglect of the ordinary 

maintenance of our residential, commercial, and industrial properties, 

a widespread potential demand now exists for co'.istruction in the field 
of repair, renovation, and modernization. By providing definite incentives 

in tho way of reasonable costs and advantageous credit terns, wo can 

stimulate a renewal of activity and employment in the kind of construction, 

both urban and rural, in which substantial results can be most quickly 

obtained. A modernization campaign and a plan of hone-improvement credit 

have been proposed as a means of inducing the prompt undertaking of this 

work. The modernization projoct would embrace commercial and industrial 

property as well as residential property. The special credits that have 

been proposed, however, would bo limited to a maximum of §2,000 cach, and 

hence would be availed of for the most part by homoowners.
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Mortgage Insurance. A plan of mutual mortgage insurance, under 
governmental diroction, has boon proposed as one.of thrc; principal means 

of roopening the mortgage lanr Jcot. By insuring mortgages on existing hones 

up to 60 per cent of their currently appraised value, we can inducc private 

capital again to invest more freely in mortgages. By offering to insure 
mortgages on newly completedh onee, but up to 80 per cent of the appraised 

value, we ocin enable now constructior tc gc forward without any occasion 
for reviving the second-mortgage market, Mortgages would be insured, 

however, only where the insurance would be beneficial to the mortgage 
market. No construction of a speculative type would bo eligible to mort­
gage insurance, nor would the insurance bo granted in areas where there 
was an existing surplus of modern hones. Neff construction, therefore, 

would be limited to that which, is economically justified in each community.

In other words, new construction would for the immediate future be "’localized. 
Then :is tho modernization campaign got under way, and the general recovery 

program became farther advanced, the .justifiable demand for new construction 
would spread in an over-widening circlo.

Mortgage. iYssociations. As another important means of reopening 

the mortgage market, tho authorization of privately owned and operated 
mortgage associations, to bo incorporated under Federal charter, has boon 

proposed. By placing these associations under rigid Federal supervision, 

and restricting their dealings to the insured mortgages, we can provide an 
offective means of attracting funds from financial centers in which there 
is a surplus af capital for investment to areas in which local savings are 
insufficient to meet tho requirements of home financing, and in which the 

local cost of such financing is therefore unduly high. In this manner the 

advantages of low-cost, long-term financing can be spread to communities 
throughout tho country.

Insurance of Building and Loan Associations. The insurance of 

the shares and certificates of sound building and loan associations has 

been proposed as still another important means of reopening the mortgage 

market. These institutions have boon placed at an inoquitable disadvantage 
since the insurance of bank deposits was put into effect at the beginning 
of the present year. By Insuring building and loan savings, we can remove 

this disadvantage and again enable tho associations to attract small., savings 

for mortgage lending.
ms
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73rd Congress 
2d Session HOUSE OF REPRESENTATIVES Do cument 

No. 371

SUGGESTIONS FOR LEGISLATION IN HOUSING

MESSAGE
from

THE PRESIDENT OF THE UNITED STATES 
transmitting

SUGGESTIONS FOR LEGISLATION TO IMPROVE CONDITIONS FOR 
THOSE WHO LIVE IN HOUSES, THOSE WHO REPAIR AND CON­
STRUCT HOUSES, AND THOSE WHO INVEST IN HOUSES

May 14, 1934.-Referred to the Committee on Banking and 
Currency and ordered to be printed

To the Congress:
May I draw your attention to some important suggestions for legislation 

which should tend to improve conditions for those who live in houses, those 
who repair and construct houses, and those who invest in houses?

Many of our homes are in decadent condition and not fit for human habita­
tion. They need repairing and modernizing to bring them up to the standard 
of the times. Many new homes now are needed to replace those not worth re­
pairing.

The protection of the health and safety of the people demands that this 
renovizing and building be done speedily. The Federal Government should take 
the initiative immediately to cooperate with private capital and industry in 
this real-property conservation. We must lay the groundwork for this effort 
before Congress adjourns its present session.

The purpose of the program is twofold: First, to return many of the 
unemployed to useful and gainful occupation; second, to produce tangible, use­
ful wealth in a form for which there is great social and economic need.

The program consists of four major, interrelated divisions:
1. Modernization, repair, and new construction;
2. Mortgage insurance;
3. Mortgage associations; and
4. Building and loan insurance.
The modernization phase of the program will furnish national guidance and 

support for locally managed renovizing campaign throughout the country and 
protection for home owners against unwarranted cost advances. For these pur­
poses and to assure adequate financing at low cost and on moderate terms of 
repayment, a new governmental agency is required.

Modernization of commercial and industrial structures is envisioned, as 
well as residential, but the new features providing governmental assistance 
are confined largely to home improvements.

Loans to individuals will be made by private agencies which will be 
insured by a governmental agency against loss up to a certain percentage of 
their advances. This insurance against loss on the rehabilitation loans will
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2 SUGGESTIONS FOR LEGISLATION IN HOUSING

be met by the Government and will be confined to advances of credit that meet 
standards and conditions designed to protect both the home owners and the co­
operating agencies.

To make funds available for new home construction and to improve the 
mortgage market, the second phase of the program is long-term mortgage financing. 
It provides mutual mortgage insurance under governmental direction to enable 
private agencies to make first-mortgage loans on newly constructed houses up 
to 80 percent of the appraised value of the property, and to make new mortgages 
on existing homes up to 60 percent of the appraised value of the property. The 
loans will usually carry not more than 5 percent interest and will be amortized 
by periodic payments over 20 years. Similar insurance arrangements are provided 
to help finance low-cost residential projects of the slum-replacement type.

The third phase provides for the incorporation of mortgage associations 
under strict Federal supervision to increaso the amount of mortgage funds 
available in regions where interest rates are unduly high because sufficient 
local funds are lacking. The activities of these associations will bo limited 
almost entirely to insured residential mortgages.

Insurance for share and certificate holders in building and loan associ­
ations, similar to the insurance provided for bank depositors, is the fourth 
phase of the program. These institutions are custodians of the funds of small 
savers, and it is essential that they should be given every reasonable pro­
tection. Insurance of this type is necessary in order to arrest any further 
drain on these institutions and to put them in a position to resume their 
normal useful functions.

I believe that the initiation of this broad and sound program will do 
much to alleviate distress and to raise porceptibly the standards of good 
living for many of our families throughout the land.

FRANKLIN D. ROOSEVELT.
The White House, May 14, 1934.
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*ay 15. 193*

fo: Hr. Walker Subjects The Boosing Program.

Iron: Hr. Eioflsr

The President yesterday transmitted to Congress legisla­

tion necessary to carry into effect ths Bousing Program de- 

▼sloped by ths National Emergency Council. Ths M il which 

was prepared by the Council was Introduced in both houses dur­

ing the afternoon. A general statement by the President shoe­

ing the need for the legislation was released at noon and in 

the afternoon Mr. talker released a statement stressing the 

importance of the housing problem.

The legislation finally submitted includes in one bill 

most of the points discussed at the last meeting of the Coun­

cil, namely:

1. Provision for insurance of financial agencies 
against less on rehabilitation loans.

2* Provision for insurance of residsntial mort­
gages, up to 60 per cent in the case of loans 
upon existing properties, and up to SO per 
cent in t^e case of loans for nee construc­

tion* Loans upon existing properties are
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further limited is th# bill to a maxi­
ma* total of $1,000,000,000.

3* Provision for tho Federal charter, exass- 
ination aad supervision of national 
mortgage associations.

Provision for ths insursnce of sharehold­
er* aad certificate holders in Savings 
and Loan Associations.

In addition to these features, covered by ths legisla­

tion, the program envisages an effort by ths ^swrgsncy Coun­

cil to reduce construction casts through the cooperation of 

industry* transportation and labor, and the establishment by 

’Executive Order both of a Housing Administrator to give guid­

ance aad support to locally managed modernization campaigns 

throughout the country, and of a Housing Board to coordinate 

the various current activities of the Government in the field 

of housing.

The staff of the Urgency Council has been more or less 

swamped trying to handle urgent preliminary details in connec­

tion with the formulation of this program. The subject of hous­

ing is so Important and the interest in it so widespread that 

an enormous amount of work has developed for this group to han­

dle. The correspondence alone is extremely large. ’inch of it 

Is from important groups and requires careful attention in the 

preparation of replies. There have also been an exceptional

Mr. Walker -2-
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number of inquiries front members of Congress, numerous alter­

native suggestions and plans presentsI for analysis, aad * 

large m nkr of callers to ba interviewed.

fo data the regular staff of tha Kmergvncy Council baa 

been aided in handling thla work by Dr. Baylor, *ho ms loaned 

to the Council by the 'iepartuwmt of Cotaserce, and Mr. Deane, 

who waa loaned by tha X* 1. A. Ia addition, Mr. Qatger waa 

added to tha staff of tha Council oa a temporary basis. Tha 

work of all of thaaa officials haa been correlated through 

Mr. Chariaa Idison, State i ireetor for New Jersey, who volun­

teered his services until tha undertaking was organized.

It should be thoroughly understood that all of this work 

is of a preliminary nature only* and reflects solely the ur­

gencies of the situation. Ho arrangements of any kind have 

been made either as to present organisation or policy* Fending 

the establishment of a permanent organisation and the further 

formulation of policies by the Council, however, the work con­

tinues to increase and will require further temporary appoint­

ments of a clerical or junior staff nature, some of which may 

require a smell expenditure of Council funda*

The Council now has available to meet these needs $1,000,000 

allotted from the .'*• $♦ A. for the homing program, m d  particu­

larly the modernisation campaign* but it haa seemed wiser not 

to iraw upon this allocation until the housing legislation haa 

been passed by Congress*

Mr. lalk9T -3-
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E8I&HQBH0QB BKKABILITATIO®

to mm% the problem of reh ab ilita tin g  decaying urban areas such 

as are or appear in  the process of becoming sltnas, i t  i t  ten tative ly  

suggested that the follow ing method of procedure be exp lo res

X* Seem* le g is la tio n  (sta te ) perm itting neighborhood Iaprove- 

ment Associations to be incorporated by the State Boosing 

Board or Moniclpal Bousing Authority under the follow ing 

conditions aad w ith the follow ing powers!

Conditions*

A. Saefe sack association sh a ll apply to contigcums 

urban te rrito ry  covering at le a st one urban block.

B . ®te to ta l fin an c ia l in te rest o f the Bisabers of 

eacfo 10031 association at the time of app lication  

fo r charter most equal at le a st one-half of the 

to ta l assessed valn&tlon and a t le a st two-thirds 

of the to ta l taxable assessed valuation of the 

neighborhood covered* ©*e to ta l "fin an cia l in te r­

est* applicable to eaoh un it o f property in  the 

neighborhood sh a ll consist of it s  to ta l assessed 

value, which sh a ll be apportioned aeong owners, 

j&ortgageee and other lie n  holders fo r the purpose 

of forming a neighborhood irsgprovement association
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as follows! Bio financial Interest of aa owner shall 
consist of the total acaocmt, if any, by which the assessed 
value of the property exceeds the total of mortgages or 
other similar liens thereon, while the "financial inter­
est" of mortgagees or holders of other siaiilar liens 
shall consist of the face amount of such liens up to 
the aggregate total permitted by the assessed value of 
the property*

0* Bo «ach association may be formed when occupant property 
owners holding title t© ten per cent or more of tho total 
assessed valuation of such neighborhood regain outsid# 

mich association at the tine of application for charter, 
provided that the assessed valuation assigned as applica­

ble to such occupant owners shall be based upon residen­

tial property actually occupied by them or their families 

for dwelling purposes and not premises or parts of pre­

mises rented or available for rent for income purposes*

A, Upon issuance of a charter showing that the Association 
conforms to the above conditions, each association may 
(shall) institute condemnation proceedings looking 

toward the acquisition by the association of title in 
all tjf the property included in such neighborhood, both 

the property belonging to applicant owners and property 
outside the association at the tine of its application

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



for charter*

B* Upon completion of condeun&tion proceedings, a fte r fu ll 

appraisal by the court, the court shall order t i t l e  

in a l l  property in tho area covered by tha Association 

to bo turned over to th© Association which shall issue 

in payment therefor income debentures up to 50 per cent 

of the appraised value of each u n it of property, pay­

ment for the remainder being laade in coamon stock# 

Uortga&e^ and holders of senior liens shall have f i r s t  

right to receive the debentures up- to the share of their 

in terest in the property. Tender of such debentures 

aad stock by the Association shall constitute fu ll 

payment therefor under th© condemnation iDroceedings, 

and t i t l e  to properties in the area shall be vested in 

the association upon certifica tio n  of such tender by 

the court.

With such leg isla tio n  i t  would be possible for a majority 

of mortgage holders end ownors in a decaying area to pool 

th e ir properties for purposes of rehabilitation  of the area 

as a whole. The Associations so formed, furthermore, would 

be In a position to raise funds through the issuance of 

bonds for the 'purpose of rebuilding the area in whole or 

in part as night be needed# Such rebuilding and such is ­

suance of bonds should at a ll ti-aes and in a ll respects be 

subject to the approval of the City Planning Comission,
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Bousing Authority or other appropriate public 1>ody which 

is  charged with the responsibility of guiding the city* 8 

growth and preventing a repetition in the future of tbe 

present decay#

Legislation should he secured penult ting banks? * tru st funds 

and other investors, subject to public supervision, to enter 

such associations and hold such securities of the Associa­

tions as were acquired as a resu lt of such pooling of 

property*
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Septoaber 29, 193^  ?

Wr. Trank C* Waller 
1600 Broadway 
M«w Toric City

near Mr* Walter!

l̂ jclosed a draft of year speech for tha Mort­
gage Bankers Association. As X told you. yester­
day, I have had to prepare this very hastily* In 
general I thinli that it cowers the subject as you 
desira* I m. mt at all sure, however, that I nay 
not liave tmwittiâ ly included several slips which 
you would not dead re to proclaim in public or which 
it would not be politic for you to enunciate* Do 
not take it as a final result of serious thought 
on ray part* I have siiaply not had time to go over 
it in that rasnner*

I an enclosing also some suggestions for the 
speech which Hr* Widoana draw tap for me* Ihe great 
advantage of these suggestions is that they work 
in recent material from the Peoria Survey* I 
intended at first to Incorporate sooe of this na*~ 
terial in cy draft for you bat decided in tho end 
tliat either lias would be good but that the tiro 
didn#t exactly mix in the sane speech* X will 
leave you to choose liiich one you care to use*

Very truly yours*

Enclosure

Winfield W* Riefler 
Economic Adviser
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Sap%saber 29, 193**

A proposed draft of an address by 
Trank C# Walker before the National 
Ifortgage Bankers Association, Chicago,

October 4t 193H

During the past eighteen months I have been requested to speak 

upon many occasions and have refused in most instances, not because 

of lack of appreciation of the honor conferred upon roe but rather 

because of a conviction on iagr part that the audience would not find 

in me what they sought* Such invitations naturally accrue to those 

of us who have participated actively in the new administration in 

Washington* and we in turn are under a moral compulsion to respond; 

for it is proper that we should explain our activities, state the 

problems of government as we have found them, and the measures we have 

undertaken to cope with them* Personally* however, I have felt that 

others were better fitted than sjyself to discuss the manifold ac­

tivities which have been initiated to stop the enrolling rush to chaos 

in which we found our selves in the early months of 1933? By this I 

mean specifically that I was not the most appropriate spokesman to 

discuss such measures as those taken for the rehabilitation of agri­

culture under the AAA* or of industry under the NRA, or of banking 

under the three-fold leadership of the Federal Heserve Systsm, the 

Federal Deposit Insurance Corporation and the Reconstruction Finance

Corporation.
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Xn the present instance, however, when I was invited to address 

the Mortgage Bankers Association, I was bound to accept. It is en­
tirely appropriate that, given the opportunity to be here with you,

I should hasten to conply, for during the past year in Washington 
a greater proportion of my tirn and attention has been focussed upon 

the mortgage problem tlian on any other* From January when the Presi­

dent requested the :i&tecutive Council and the national i&iergeney Council 
to take the lead in femulating a coordinate program for the various 

housing and mortgage activities of the Federal Government until the 
end of June when the resultant national Housing Act was enacted into 
law by Congress, the complicated and exhausting series of problems 

which this assignment literally *dujziped on ray lap” loft me little time 
to spend on anything else, no matter what its seeraing importance# 

is those problems, or at least one imjor aspect of those problems, 
are also your problems, gentlemen, it is appropriate that I should 
cone before you today to tell you something of -the background of that 
episode, and outline to you the future of this program as we see it 
today*

I do not propose to go into the details of the National Housing 
Act as such# You today probably know some of those details as well 

or better than I* Hather, I propose to outline the problems which 
we found, the scope and place of the measures which we developed, 

and the whole coordinated Federal housing program, which m  hope to 

achieve*
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In *11 of mat work in Washington during the past eighteen months, 

« •  have ran up against throo major pivotal situations each of whioh, 

froa its own anglo, is intlnately bound up in tho Federal housing 

program, naiaely* tho mortgage situation* tho une^lojpaoat and relief 

situation in tho construction Industrlos, and the boosing situation. 

Hach tiiao and offort at Washington in recent years has boon devoted 

to the probleote prosontod by thoso throe situations, and a groat pro­

portion of the recovery activities has been devoted to their allevia­

tion* X wish to sumarlse sons of tho salient features of easfe* 

therefore, to indicate their is$>ortaxioe, and outline tho general 

direction of our activities with regard to thou*

first of all there is the mortgage situation* The total volume 

of outstanding mortgages, including faita, urban and oosxaerci&l in- 

struaents* was estimated in the neighborhood of $^5*000*000,000 

in 1950* This Is toy far the largest single block of private capi~ 

tal debt outstanding and it has a bearing—a Tory important hearing* 

in faet'-'dpon all of tho problscia growing out of the collapse of 

owe capital aaxfceta and the attendant aluop in the heavy industries 

whose products are sold largely throng capital financing* Shese 

problems are peculiarly difficult in the case of mortgages because 

mortgages, unlike industrial bonds, are secured by individual proper­

ties, the uMaate value of ribioh is difficult to evaluate even by 

tho skilled appraiser* fhey lack alaost completely, therefore, li­

quidity in times of depression* especially when, during the
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preceding boos, the abrogate volteae of aortgage debt had Htn  way* 

expanded and the placing of mortgage debt had been oon^Xicated ia 

many eases by (jaestionable financial practices*

Hie federal 0overn»ent has dealt with thia problem frora many 

angles. Banks and other financial institutions,which were embarrassed 

by their holdings of largo portfolios of mortgages, have boon 

aided frooly through loans by tho lfO« This activity has eased the 

problems of individual institutions in the mortgage market and has

1 if tad some of the pressure on the market in general* Xt has not, 

however, represented the sort of activity which would encourage a re** 

smsption of mortgage lending*

In addition, in the case of farm mortgages and urban home mort­

gages, ths Federal Croveramont, through Ilia fam  Credit Administration 

and the Hone Owners1 Loan Corporation, ha* actively refinanced borrowers 

on a large scale, thus contributing toward the preservation of indi­

vidual owners, and the further rehabilitation of aortgage-Iending 

institutions.

The second aajor situation with which we have had to deal in 

Washington which lias a bearing on the coordinated Federal housing 

program ta the -unernployxBent situation and the enormous continuing need 

for relief for large parts of our people* fhis unemployment is con­

centrated very heavily in the heavy industries, or in the dependent 

servies industries, and particularly in the construction industry.

It is clear that if we are going to escape the financial dangers 

which attend an indefinite continuance of the heavy load of relief
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5-

which we have had to carry during the last eighteen months those 
people mast anain find private eraploymont* It Is farther clear 
that tills euployment mat com© in large part from the heavy indus­
tries, particularly the construction industry#

In this situation again the Federal Goveraaent has acted to 

alleviate conditions from many angles. In the first >lace, through 
th© Federal liaargency Relief Administration it is carrying the largest 
proportion of th© relief e^ense. Second, through the Public Works 
Administration it is providing current awloyraent in the construction' 
of useful public works for hundreds of thousands of the otherwise 
unenployad. This activity, however, w© realise is temporary and 

does not solve tho problem of the unemployment in these industries*
The increase in Federal public works, in fact, treuendous as it lias 
been, has not been sufficient to- offset the decline in ublic works 

undertaken by state, local and municipal and other public bodies in 
this country in no rial years#

Finally we con© to the housing situation. Hare we find the oost 
amsin^ contrast in conditions. Speaking by and large, the American 

people are not well housed, that is, housed on a standard comparable 
with other elements in our civilization* Particularly is this true 
of the lowor-incon© groups who have never been able to afford ade­

quate housing* On Ahe other hand, we find a temporary situation of 
oversupply, particularly in certain localities where houses that are 
vacant because of delinquencies are pressing on the market* From a 
longer ran point of view, however, we find in housing th© on® great
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source of capital investment which can go farthest to absorb our pro­
ductive capacity in tho future* There are those who tell us that 

the present heavy volume of unemployment is likely to prove permanent* 
that this country, with, foreign investment channels cut off, cannot 
find work for its people to do, that only a small proportion of our 

population is needed to feed us and clothe us, and that, therefore, 
a large zrovq:- will remain permanently on our relief rolls* Shis is, 

of course, silly, rfe have only to look around us at our present 
housing facilities to find a narkot for all of our enormous produc­
tive capacity* 'Thare are few faiiilies in this country who are so 
fortunate that they could not, provided they could afford it, use 

more housing, absorb snore space, live in better physical conditions*

We have the resources in this country to provide these houses, we 
have the skill, we have the labor, and we have th© need for housing 
by which we can utilize these capacities to the fall* Our only problem 
is to find an intelligent method by which wo can utilize these advan­
tages for the good of all of us*

It is these three major situations which we are trying to coor­
dinate in the housing program into a regenerative force that will not 

only help to lift us out of the depression but will also, provided 
w© are skilful enough, afford a major outlot for our industrial capa­
city through the next generation, comparable to that which attended 

the development of the railroad and the automobile in the past*

We have no illusions about the rsagnitude of the task nor the nature 
of the enormous difficulties to be overcone. te do feel, however,
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t&at thii combination of faetort presents ut wl$i an opportunity of 

tbo first m^iitsuio, wife a situation whlcto will reword oor.soien- 

tiou* of fort on oar paart with bettor results la national. well-being 

thou. any other situation in tlio picture* to aro under no illusions, 

furthermore, that those sought~for results con be obtained by ad~ 

miai strati ve fiat from faahin&toru Th*y will roquir® painstaking 

coopor&tlan and effort fro© ev®*y element in the eofartsaaity, from 

Induttxy, frcaa finance, and f m  ttate and local govomsient as wall 

at f*o© Washington* All that wo oan do It to try to foranlat® tho 

general p r o c o o r d i n a t e  tlio tteioandt of divorse olsraonts in tha 

piotiara, and load national tupport where national support it neeMU 

to do not propot# to roly on diroot federal 'building or subsidy 

to aohiov© thlt retult* 2fcat would be neither good building nor good 

finance* ©lore aro exceptional tituationt such at thote represented 

by cortaln demoralised slum area*, or by subsistence homestead pro* 

jects, where it it dotirablo to point tho wty oat throu# direct Fodc 

oral building or diroot federal aid to bail ding, ftiete activities aro 

largely oxper imental, however, and oaanot bo looked to to revivo 

general industry or to ralto tho general standard of housing in this 

country* That happy rotult oan only ooiao about through the widott 

postiblo utilisation of all tho olevents that dot! with tho housing 

situation, both private and public* on a sound basis. I fool strong*- 

ly that wo will not bo ablo to roviwe building and provide really bet­

tor housing faoiiltlot for the millions of our people which need 

them until and unless we achieve this retult through motkodt whioh reip- 

resent good industry, good real ettate oonditlont and good finance*
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fhe national Housing Act Is designed to give a start to this 

program* Buraragh it we hope (1) that the widespread meed for moderni­

sation will provide bailding labor and the building material indu*- 

tries witfe a revival of &ctlvi% daring the coming year, (2) th&t 

the insurance of mortgagee? on existing homes of the better type will 

serve to lligoefy the mortgage market and to asake these mortgages more 

widely attractive in investment circles, and (3) that the insurance 

ef mortgages on new construction* where it is economically desirable, 

will provide renewed activity to the construction industry and in­

creased as l̂oytaent to the building trades*, le hope also throu$* the 

standardisation of practice that will be introduced in the insnred 

mortgage to teprove financial practices in horse-lending and to lend 

snpport to the efforts of far-sifted leaders in the housing field in 

their efforts to ln^reve housing conditions generally* especially in 

the direction of better neighborhood standards aad protection against 

neighborhood deterioration* Finally, through the insurance of mort­

gages upon lew-cest housing projects we hope to unify and expand the 

efforts that have been made In to deal intelligently

and realistically with the extremely difficult problems presented by 

slm  areas*

This Is a sufficiently large order to occupy oar energies for the 

present. Eventually, it Is ay hope that the Federal Government 

t&roagi its efforts toward coordination in this field, will be able 

to help achieve more uaifem mortgage legislation, more editable 

taxation practice* and alee possibly to aid la the development of
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research faellltlee In construction methods*

2 wish to aM  a final word regarding the position, the responsi­

bilities, and the opportunities of the zaortgage banker In this program*
<

One of the outstanding facte that has liapreseed iteelf on ray nlnd dur­

ing the last /ear has been the Esoltlpliclty of factors that enter into 

the housing picture* Bot only is the industry extremely diversified 

in a physical sense, so that that is true of one town is false in an­

other, or even in ot er section* of the same town* In addition* evan 

on the site of cone tract! on there is little organised unity of in­

terest* If I wish to obtain an antoiaebile I can obtain one by a sta­

ple retail purc3ja.se* If I wish to go Into its qualities or cost I 

can inform sqrself by contacting sls$ly the autceaoblle retailer and 

the manufacturer* whole indue try, in other word s, is integrated 

into a sisg>le, logical producing and selling organisation* Anyone 

who would build, cm the ether hand, mat tak* into consideration land 

location and land costs, neighborhood trends* and taxation rates; he 

mist deal with a variety of business and professional interests, such 

as the various supply aanuf ac turers, architects, contractors and sub­

contractors* to say nothing of the various building trades* finally, 

he aost daal with finanoa* *his is, of course, an old story with all 

of ust so old and so habitual as to be taken almost as a matter of 

course* Ihe variety and complexity of the situation is brou^it home 

anew, however, to anyone In Washington tfeo Is concerned either with 

code-oaklng or with coordination In the housing field* Ijcooe all of 

these diverse elements, the mortgage banker caraes nearer to having
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& comprehensive and xml fled angle of approach than any other* He af­

ter ell is responsible for arranging the financing of that finished 

product which we call a bouse and most* therefore as a matter ef 

coarse, take into consideration every diverse element in land assembly, 

labor utilisation, and construction which enters into that final 

product* He finances on a long-term basis, furthermore, and is more 

Hrectly concerned than anyone else, except of course the owners, with 

the ultimate soundness of the venture, with the trend of the invest­

ment* Occupying this field as he does, he steals at a pivotal point 

in all bousing developments* The granting er withholding of isort- 

g&^e money, for exalte, cetild accos^lish s k ieti toward better city 

development and the elimination of decaying nei$iborh.ood trends*

The saortgage banker, more than any other singletaent in the 

pictnare, can, if he will, be a unifying and constructive element in 

developing this new housing progra®. fhrou^h his help and cooperar- 

tion, we will be able to achieve that happy combination which we all

desire, of better housing at a cost within the income of the mss of
are

our people, houses, furthermore, tha^/not only aw# soundly constructed 

but are also located in decent neighborhoods of stable values.
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)yh k^Jkjuu^4*

Daring the paat ftm  fwam tha ©mmtty ba* taworae Isaee&jr mmm 

*f it* degree of <lep*fiaaxiss <m tha m m tm m tlm  iatotfy* gN^taOatftjr 
aa «PS»l.t*d to tho ©oiistarcujtlaii ana trnXntmmxm of satisfactory hew* 

lug facilities*

®ii* work of Qonxtmciim hmm for pmpt® Gosetifeitas a %wr®$ 

part mi tha total mcmwvlQ effort of the mmfcgp and a eulmtaatlal 

part of total OF̂SeOĴKIESSt1 in

0f m m  phasa o f ths construction or ro|»air a f <̂ l& iag %  th® fiaaiso* 

lag of the ojHjyatioos and Hi# op salts- o f tha properties*

f&Sfem r th is  sowrea o f sp m llo tti I m i  tatsr»afjte&* aa during 

tho pm% 3mm that* ara sorioua come^panjeea fo r tha peopXa

a»d fa r if*ta tri® #  conearood*
»

fa illuatrata, a. reoant inspire has t e a  that for the raprs** 

©aatatlve aity of Paaria in tds Stata tha noafeer of new reat&ential 

pm®-me%km oomtarofitod each ymot fomUm the past fifty ymm $m 

about 2 (1*8) pmomt of tha total tfta&ar of residential 

proportio# in tha oity in 133**» Bari**® tha past fatsr years tha mm* 

'ham of awnh Tiiooertioa csoaatatootad tam fiiti«R 4a mt asfarauBe of one* 

third af I p**ro«nt* SMs ia a ssttavui Interroptioii of 

af activities of tho oomilljri ao& vfam thia oapsrianoe ia fcipli- 

aatai in praettaally mmy «ity it haa and^airabis mtwmpmm* for 

tha *hole ootmtry*

Aleng with this paralysis of coaattootioa m  ttknqpMto rentals 

that affast. tha tmxmm ©f pr®|i#rty osraara* and aallB'inoat faortroaa
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that affoot tha landing oafMK&fy of finamiul institutions* and ray
th m ttt their w l m r *

Hhila Inrasloft m m  thaa teoo^t to a las* of oonfldaaoa, lot*
variant aoeial loanea *a*olt« Maegr faailie* noata& new houoera ca&»

siot obtain thm  and jaanr other* gaa&tig tholr duollings npalNd
cannot h e m  it d m *

& #  priucipal ime&iato coasa of tM* istaiaoant la t>i@aa noodad
aotivttioa Is tha disparity bvlvwui indivi&j&L income and tho eoat
of boosing acwaBsaodatlcm vqprMMntadl fcgr ronta and dafct aaprloa*
<38mi dalin^iant wot* oaf# ©«ad aosl^r Iqr faa&iaa with low incoraa
(9u§)« t**rt&^oa m  pao^artlas of M ^ r  thaa s w a g e  valaa mm

m & m  f*o*ftM0itly 4iXinff&«st than other* (04t 13)*
wa iflxsl *«ooejnl»a the important plam which the fatal of !<*,

inoocaa has in tha aoyra&X operation of tbo constriction in&astiy*
$ha £*parfeaent of tanoftoft financial aartay of 90CX5 faedliaa la
Peoria baa foonA that 1

fc? p m m m t had Inoonaa lava thaw $1000 
35 pagrosnt had laooBas hatwaoo $1000 **w1 $2000 
IS pavaant 1*4*4 iTMmMfa of $3000 of sioifo

If thia lo^eat iaooeaa gwqp, constituting noarl^ half of tha
i« to ha ao hoixaod aa to |>a®®sit haalthdWl llfiixiE and at aoflti

43001 aa tShaij? sMMUHa af jpajpwast wlUL jMHSwit̂ p siaŝ y jpoaaoisadMla aoodjaapr
m m %  *a taaad ia ptwidiaK tha aoooiaaidatiaii*

It la oleaar that any smmhk that oaa hsring homing aoata nova

aaarly <s»lthii» tha paying oapaoitjr of tha paella afoa a*a a^paetai to
fc

t*aa homing faciUU**, will aoaaa aa iJ^rorotaant in all of tha jfmm
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of o«wtructlon and Isowuilug tfossffe* n w  'jPBdê BSsNid &n • cr̂ t of bal.ftnoe.

Tho ¥>od«nea 'ft-ott#!*̂ ; M i  dkmn tbit* Cousiruatitm is «& bottan 

a qat^taWKsI #£ m $%Wk* A r«ta5t&e« la financing ooat by w  #f 

'Wm aor«mi^*« oonblncd $MKr Ŵ4*ijgt *  major incroaso $31 a » N f

of p>o<l '%m$z ®$ titm f*«alll'«# î iiiitsg. tNKs*

ffab ̂ 0p&3!te»st ,#f tewei' stsbdjr bas shown Us#, asrer^o owt 
of M$llai&W Is* slaapi»f 1&* ps®t forV lias

ra*£«d fjron $2000 to $6000* %mt- csomtractlon and terns

w it  g$p» rotô ssiiiofn: to t&o of -&mm& for Mm

(Xmlling* M m in pfflftlmXmlp #$®m m  are in &

mt Im- immmtt* fb# B euM ^ j^w&tio**# for 

1X1% of £&»$% I w t  £attro#t rrti* M # o r  loon ĝstio*- 

loogor tom and IwwsiiE}# <sf tl®t part of tho vUfa -itiMh torn tikmy* 

giim  wb$& in flf«N8ti&i  ̂twas^t* t*W  holp mtattl&tly to «*»

mom fm m p tm& to oti^iifeto draatic iisiofrt^ttoit of $h*

contraction t»$aat*y and it*3 alterant '«a®iliriti#**

! M  ulXX oosttai to fc# a flifli tatoiKl mm m$m«

%lm -of «aeMNi&fclm  in p$opm%lm«

M®r%m0t& that mm %» bo « * %  *«&! p l & M  -Midi toil# ifidte

woll oalcuiatod* iŝ aiaarttgr -of nt «**§£ f&r it&agi

aro tae«fe®& in most H M y  to w^tekln tfeo « j S » ' $©& $ $ & ! %  of nwfW 

ps^t noodad fur 'Isawttling It &#- ttet

&* JNKN& ttas&f tlrao as bo davotod to iiĝ r»l*ti*g J&tta* and
jgrwi^lfsg ovodlts, ansa n# llttXo &s poa*iblo in csartag fer iagfia^tn
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and in ao^oirod

*&m itetmtotc M i r m m  r»M  m-ipltfjamt arid inalrttMi ifcctivm^ o f 

a l l  !teiai« sim® i t  w il l  p«*rdt noaro aa& b a tta r bacmfcag fo r  th® atr& 

to ta l laoome of tho pooplo* <!5i®sa i|»®atl<ina 1 «  baoone o f m w  

than ijftUviduaX or lo c a l oonoam* 3h® r^ rnnaw it in tSicarofo** aup*» 

rjlmnm%lns tnditri&ml arid local effort itt op?!«r to i*fc© 5,1 £®r@ ©£* 

f&ctlw*
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October 3, 193*1-

to. M  Inaartod o»tor first 'oararararh on naeo ki

Until recently rm have iaaown very little esasept in a general 

??ay about practices of residential raortgâ e financing* becellent 
information la Just now becoming* available fro® tha rinancial Sur­
vey of Urban 5iouaing conductcd in January of this year in more than 

sixty cities as a CWA project under the general so^orvlaion of 
the Swrem of Sorelgn and '.Domestic Comoro** 'Hiey Jiave courteously 
released eorte of this material for use today*

’Use survey shows that rates charged borrowers on residential 
nort^;en vary very widely, not only geogra;;hlcally but within 
the sane area, and that they are distinctly on the high aide* In 

representative cities, including Indianapolis, Providence, Salt 

Lake City, Seattle, and oilier large cltlea covered V  the study*
2J per cent of first mortgage* carry interest rates of laore than 
6 per cent, with ratea of 8 por cent or higher diarged cm 15 per 
cent of the loans* Hiese are contract rates, without allowance 
for discounts and other financing charge* which add materially to 

the cost of raortgâ e credit to tha borrower* A reduction in the 
carrying charge on these loans in consonance with the general drop 

in tlio level of Interest rate# in other narketa would go far to solve 

the problsra of overin&ebtednes*»

For oaanî le, out of 1JOO horn owners reporting fron one repre­
sentative riid-western city, one-half reported real estat* debt in
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easosi of 50 per cant of tho vaXxia of the property* $hat is 
more, *K) per cent of these loan® ranged froa f>0 to SO per cent 
of the value of the proparty. fihis margin above %) per cent of 
the value of the property now constitutes a cmmxm obstacle to hope 

refinancing* Under present arrangements, most lenders are fearful 
of assuming that rial: and coEtacmly the borrower ie able to obtain 
each funds at hi^U cost* if at all. - It is true that delinquencies 
have been heavy as a resul t of the depression* (Mt of more than ■ 
50,000 representative loans with a value exceeding $12^,000,000 

outstanding in the cities covered by tale survey at the beginning 

of tho current year, around 35 P*®* <J®r̂  of first caortgagos mr& in 
arrears# I would like to call ycmr attention, hoarever, to the 

larger proportion of these raort$ag*s with m  arrears at all* ©lose 
loan® l‘*av© stood the extreme depths of tho depression and constitute 

in general the highest type of credit risk*
Ute&er those clrcmstances, if m  are to be successful in taovinu 

the present muntain of 1mm saortgage debt, we mat cooperate in a 
plan which #ill enable the haas mm&r with debt in excess of fifty 
per om% of the value of the property* lahe has nevertheless stood 

the test of the depression and leapt his mortgage in ®ood standing, 
to refinance the entire instrument at a lower rate of interest. In 
this m y  we can <fc'yust the carrying charge to the chancre in property 

values without loss on the principal of tho loan.;

mgm
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Insert A -  page U October 1 , 1934-*

U ntil recently we have known very l i t t l e ,  except in a general way, 

about practices of resid en tia l mortgage financing^and the d istribution of 

mortgage holdings. Excellent information is  ju s t now becoming available 

from the Financial Survey of Urban Housing conducted in January of th is 

year in  more than 60 c itie s  as a CWA project under the general supervision 

of the Bureau of Foreign and Domestic Commerce. They have courteously 

released some of i t  for nty use today.

The survey shows th at rates charged borrowers on residential mort­

gages vary widely, not only geographically, but within the same area, and 

th a t they are d istin c tly  on the high side. In representative c itie s  in­

cluding Indianapolis, Providence, S alt ^ake City, Seattle and other large 

c itie s  covered by the study, 27 per cent of f i r s t  mortgages carried in terest

rates of more than 6 per cent, with rates of 8 per cent or above charged on 

(ta
15 per centj These are contract ra te s, without allowance for discounts and

I

other financing charges which add m aterially to the cost of mortgage credit
/■ £ > ij ' f

a/ ft Jf/ / ‘ i d f M

M * * *  & h J J  p J * *  %  ak> v  ****
Delinquencies have been heavy «fe a ̂ result of tiepi?e&gd<m. Out of more

than 50,000 representative loans with a faoe value exceeding #125,000,000 

outstanding in these c itie s  a t the f i r s t  of the year, more than 35 per cent

■4
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leproduced from the Unclassified /  Declassified Holdings of the National Archives

-2-

of first mortgages were in arrears, It is obvious that methods of financing 

that cany terms which cause default defeat the purposes of the loans

y f / j j  u f  t k *  1 ftndl^rr njrnnm t. f h p  ^ n r r f m a r ,  4ft

fifty? *■* Jf^A^lAAT tMl JuL&VKjJif s

fV -rL -n - ^ w - M t v w t w p  o y g + a m  n-P «rwn«i1 I 1 ^  p i  n L + w ri» g i-‘t y . A £ - A h *  1 j n  |P ~

tution that accepts public deposits for safe keeping. At the first of this 

year the Financial Survey of ^rban Rousing indicated that one-third of the

f i r s t  mortgages held by commercial panks and tru s t companies in  4-7 c itie s  had

j

payments in areears. I t  is  scareeliy less important that people who have

pooled their savings in order to btdld and buy a home should not have their

plans frustrated or their past efforts threatened through financing arrange­

ments. let on January 1, an average of more than 45 per cent of the loans

reported m  held by building and! loan associations were in arrears on pay­

ments

If credit is to serve to i is maximum capacity in providing satisfac­

tory housing, it is desirable tlat there be sufficient margin above the 

amount usually represented by tpe first mortgage* For example, of 1700 (1694)

home owners reporting from one Representative mid-western city (Peoria, 111.)

I
one-half reported real estate debt in excess of half of the value of the
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property. What is more, 4-0 per cent of the loans ranged from 50 to 80 per 

cent of the value of the property. This margin above 50 per cent of the 

value of the property now constitutes a common obstacle to" home financing. 

Under present arrangements most lenders are fearful of assuming that risk, 

and commonly the borrower is able to obtain such funds at high cost, if
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Preliminary. October 1, 1934

Range of Contract Interest Hates Charged 
on First Mortgages.
50 selected cities

Bate of Interest 
(per cent)

4 or less
Over 4 and less than 5

5
Over 5 and less than 6
6
Over 6 and less than 7

7Over 7 and less than 8
8
Over 8 and less than 9

9Over 9 and less than 10
10

11
12 and over

Number of Per Cent
Mortgages of Total

565 1.2
To .2

3,^7 7.1
1,263 3.8 

22,405 45.8
2,222 4.6
9,276 20.2

997 2.0

6,427 13.2
27 8 .6

197 .4
22 1 /
419 .9

4 1/
44 1 /

1/ Less then one-half of one per cent.
Financial Survey of Urban Refusing, Bureau of Foreign and 
Domestic Commerce.
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PEEP ABED JOE ME* WALKER * DRAM.

September 2^, Xffr 

Baring Ik# past ei^iteen south# I h i m  been requested to speak
atwW aU%'ic

npon many ocoasione and have refused in most instates* not keoaaae 

of lack of appreciation upon sgr part of tho honor conferred %on me 

bat rather because of a aonviotion on ay part that tho sadienoe would 

not find in m  what they acra^it. Stsch invltatlona naturally accrue 

to those of ms who have participated actively in tho near administra­

tion ia Washington* and we in turn are trader a moral oorajralslon to 

reepond on all proper occaaioaa for it ia rî ght and fitting that m  

should aa$>laln our activiUee, atato tho problem* of government as 

we hare found th*af and the jaeassxrea we ham tmdertafcen to cope with 

tham* Personally* however* 1 have felt that othere were hotter fitted 

than ngrself to disease the manifold activities which have been initia­

ted to atop the enrolling rnafc to chaos in which we found onrselvea 

in the early month* of 1933* %  this I mean apeclfic^ ly that 

1 wae not the moat appropriate spokesman to dleeuea such measures
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as those taken for tha rehabilitation of agriculture under th* AM , 

or of industry under tho HBI* or of hanking under the threefold leader* 

•hip of the federal Beserve System* th# federal Deposit Insurance 

Corporation and the Heconstrufltion Finance Corporation*

In the present instance* howerer* ehen I was invited to addrees 

the Mortgage Bankers Aeeoclation9 1 was hotmd to accept* It le en» 

tlrely appropriate that given the opportunity to he here with you,

I should hasten to oos^ly* for a. greater proportion of lay tim® and 

attention in Washington during the past year has been focussed tqpon 

the mortgage prohlsm than on any othar* From Januaiy when the Preel- 

dent requested the Sascutive Council end the national Soergenoy Coun*> 

cil to take the lead in fom&ating a coordinate program for the 

various housing and mortgage activities of the federal Ooverawent 

until the end of June when the resultant Rational Housing Act was 

enacted into law hy Congress, the complicated and exhausting series 

of problsras ^xich this aeeigjofisent literally "dowped on ray lap11 left 

me little tiae to spend on anything else, no matter what Its seetolng

~3»
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Importance* Aa those probleoa, or at least on© ng^or aspect of those 

problems, are also your problems t_ gent-lecses*# It is appropriate tlî t 

I should come before you today to tell you acmthing of the baĉ srtrand 

of the episode, aad outline to you tho future of thia program as we 

see It today.

1 do not pwpOR* to ,50 into the details of the national Housing 

Act as such* You tcdsy probably taow some of those details as well 

or better than I* ?#*they# 1 propose to outline the problems yfciitik 

we found, the ooopo and plan of the measure* which. \?e developed# and 

the whole coordinated federal housing program which we hop* to achieve*

~3~
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In a l l  of our work in  Washington during the past eighteen months, 

have run up against throe las^or pivotal situation® each of # iic h t 

from i t s  own anglo, * s intimately bound vcp in  the Federal Housing 

Program, namely, the mortgage situation, ths unemployment and re lie f  

situation in tho construction industries, and the housing situation. 

Hach tirao and offort a t Washington mm in  rooont years 1ms boon 

devoted to the problems presented by those three situations, and a 

great proportion of the recovery a c tiv itie s  have been devoted to
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their alleviation. I wish to arunroarize aomo of tli© salient features 

of oacii, therefore, to indicate their importance, and outline tli® 

general direction of our activities with, regard to them.
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first of all there is tho isortgw;:© situation. The total voltcae 

of outstanding mortgages, inciting farm, urban and coranercial instxnv 

meats, was estimated in the neighborhood of -$*5*000*000,000 in 1930* 

This ia V  far the largest sizzle ’block of private capital debt out­

standing and it has a bearing— a very important bearing, in fact—  

upon all of the problems growing out of the dollar so of our capital 

markets and the attendant olwsp in the heavy industries whose products 

are sold largely throfugh capital financing. These problems are 

peculiarly difficult in the case of mortgages because mortgages, un~ 

llke industrial bonds, are secured by individual properties, the ul­

timate value of which is difficult to evaluate even by the skilled 

appraiser as contrasted with the ordinary investor# fhey lack al­

most conpletely, therefore, liquidity in tiraes of slmsp such as we 

have recently come through, espocially when during the preceding 

boo© the aggregate volume of raortgage debt had been over-aapanded 

and the placing of mortgage debt had bean complicated in many cases 

by questionable financial practices.

September 25* 1931*
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$he tfsderal Government has dealt with this problera from many 

angles* Bssflis and other financial institutions 'holding lar&s port­

folios of mortgages have used them as a basis of loans frost the SFC 

in order to neet current liabilities, This activity has eased the 

problems of individual institutions and lifted some ffWMmtm'Ssmv* 

of the pressure on tii© mortgage oarket in general, but has not been 

of the type to encourage reeu^tion of mortgage lending activity*

In tha case of farra mortgages, the Federal Government, through, 

the farm Credit Adbalni a trat ion, lias actively refinanced the borrowers 

on a large scale, thus contributing toward the rehabilitation of 

the investor in mortgage fvtn&u and the preservation of farm owners*

The Horae Owners’ Loan Corporation has performed an enorraous task 

alon^ similar lines in the case of worthy but delinquent haras owners. 

All of these activities bats acted to ease ths pressure of collapse 

in the mortgage narlrot either tcpon the institutions holding mortgages 

or upon tas debtors. rrhey liave not,, however, ca&spt in a negative 

sense, tended toward a resra^tion of practical mortgage financing*
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2he second major situation with which m  have had to deal in 

Washington which lias a bearing on trie coordinated Federal housing 

program is the unenploysient situation and tho enormous need for 

relief by largo parts of cur people* Shis Tmeraployment is concen­

trated very ha&vily in th© heavy industries, or in t: ..o dopondent 

service industries, and particularly in the construction industry*

It is clear that if wo aro goin£ to escape the dangers which attend 

the heavy load of relief which wo have had to carry daring th© last 

eighteen nonths these people mst again find employment* It is 

farther clear tliat this employment mst come in large part from 

the heavy industries, particularly fee construction industry#

In thia aituatxon again the Federal Qov&nmmt lias acted to 

alleviate conditions from many angles* In the first place, throu^t 

the Fed&raL &aerg®ncy Belief Administration it is carrying the larg­

est j>roportion of the relief expense* Second, throu^i the Public 

Woitcs Administration it is providing current eeployiaent in the con» 

atruction of useful public wojfes for hundreds of thousands of theo^10rwiSQ 

unemployed* This activity again, however, m  realise is
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W l̂n

ter^orary and does not solve the problem of tho ismnployraent in thfcse 

industries. xho increase in l^deral public itorSra, In fact, tremen­

dous as it lias been, has not been sufficient to offset the decline 

in public *orks. normally undertaken by st&ta, looal and namlcipal 

arid other public oo&io& in this country*

Finally m  cone to the houaing situation. Haro we find tho 

2ao01 ftiaaxing contrast in conditions* Spdafeing by and lasvse, th® 

American people are not well iieâ ed, Umt is, housed on a standard 

coc$mr&ble with other eleaents in our civilisation. Particularly 

this ia true of tha lowexvincoee **ho have nsver been able to

afford adequate housing* On fee other h&zvi, we find a temporary 

situation of ovorsupply, particularly in certain localities where 

houses that are vacant because of del inqusneies are pressing on the 

market*

Finally* looking to the future, we find in housing the on© 

great source of capital investment which can. absorb cur productive
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capacity* ftiere are those that tell us that the prosent hoavy voltaae 

of unemployment Is lilsely to prove permanent* that this country# 

with foreign investment channels cut off# cannot find work for its 

people to do* that only a sraall proportion of our population ia 

needed to food us and clothe us, and that, therefore, a large 

group will regain peKaanently on our relief rolls-— which is# of 

course# siller* We have only to look around us at our present 

housing facilities for a raarket for all of our enormous productive 

capacity* V7e have tho resource a in this country# m  have the 

skill# wo have tho labor# and we have tho need for housing by tfhlch 

we can utilize our capacities to tha fall if we can only find am 

intelligent method by which to utilize thorn* Shere are fear families 

in this country who are so fortunate that they could not# provided 

they could af̂ tfrd it# use more housing# absorb more space# live in 

hotter physical conditions*
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It is theso three laajor situations uhich we are trying to coor~ 

dinate in the housing prograra into & regenerative force that will 

not only help to lift ua out of th© depression but will also, pro* 

vided we are skilful enou$i# afford a major outlet for our industrial 

capacity throu^i the next generation, comparable to that which at­

tended the development of the railroad and the automobile in the past. 

We have no illusions about the magnitude of the task nor the nature 

of the enormous difficulties to be overcome* VJe do foil, however* 

that this combination of factors presents ua with a situation which 

will reward conscientious effort on our part with better results in 

national well-being tlian any other in the picture. We are under no 

illusions, furthermore, that these sought-for results can be obtained 

by administrative fiat from Washington# fhey willrrequire painstaking 

cooperation and effort from ©very element in the oonrnunity, from indus­

try, from finance, and from state and local government as well as 

from Washington* All that we can do is to try to fomulate the gen­

eral program* coordinate the thousands of diverse elements in th© pic-
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ture, aad land national support f, at those places Where national 

support id needed*

Let me illustrate- from tho mortgage situation shat I have in 

mind in fonmlating those "broad general principles* Hiere is no 

single panacea, no rngic formula which can clear up this situation 

over night* We can* however, approach these problems individually 

and try to solve them as intelligently aa possible, keeping in nind 

at all times both their specific idiosyncrasies and their bearing 

on the general situation* ©ms, through the Reconstruction Finance 

Corporation* the Pam Credit Administration and the Home Owners1 

Loan Corporation we liave been able to cushion the shock of the col­

lapse of the mortgage market on our key financial Institutions and 

save the horaes and farms of hundreds of thousands of our citisens*

In spite of these activities, however, which are being pushed as 

far as they can be Justified either In terns of the national credit 

or in terras of oonpetition with existing agencies, we now seek* throû bi 

tfitle II of fee national Bousing Act to carry this process of allevia­
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tion further, to make of it a. positive fore# for tli® rexoneration 

of activitios in th© '#hol© mortgage and bousing field# ©da is 

th« title uhieh daals with insurance of mortgagea.
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Reproduced from the Unclassified / Declassified Holdings of the National Archives

September 24, 1934 

36
MEMORANDUM

To: Mr. Riefler
From: Mr. Wickens

Herewith are some paragraphs centering about some of the Peoria data 
and some of the mortgage hankers1 known problems.

DLW/has D. L. Wickens
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Daring the past 5 years the country has 1)000106 keenly aware of its 

degree of dependence on the construction industry, particularly as applied to 

the construction and maintenance of satisfactory housing facilities*

This work of constructing homes for people constitutes a large part 

of the total economic effort of the country and a substantial part of total 

employment is dependent upon the regular functioning of some phase of the con­

struction or repair of buildings, the financing of the operations and the leasing 

or sale of the properties* Whenever this course of operations becomes inter­

rupted, as daring the past 4 years, there are serious consequences for the people 

and for industries concerned*

To Illustrate, a recent inquiry has shown that for the representative 

city of Peoria In this State the number of new residential properties constructed 

each year during the past 50 years has averaged about 2 (1*8) percent of the 

total number of residential properties In the city In 1934, During the past 

four years the number of such properties constructed has fallen to an average 

of one-third of 1 percent* This is a serious interruption of a large group of 

activities of the community,,and when this experience is duplicated in prac­

tically every city cribMM«gomatoy it has Undesirable consequences for the whole 

country.

Along with this paralysis of construction go delinquent rentals that 

affect the incomes of property owners, and delinquent mortgages that affect the 

lending capacity of financial institutions and may threaten their solvency.

While investors are thus brought to a loss of confidence, important 

social losses result. Many families needing new houses cannot obtain them and 

many others needing their dwellings repaired cannot have it done*

The principal immediate cause of this stalemate in these needed activities
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is the disparity between individual incomes and the cost of housing accomod&- 

tions represented by rents and debt service. The delinquent rents are owed 
mostly by faailies with low income (T-5). Mortgages on properties of higher 

than average value are more frequently delinquent than others (0-L.4, 13).
We must recongnize the important place which the family of low income 

has in the normal operation of the construction industry. The Department of 

Commerce financial survey of 5000 families in Peoria has found that:
47 percent had. incomes less than $1000
35 percent had incomes between $1000 and $2000
18 percent had incomes of $3000 or more
If this lowest income group, constituting nearly half of the city is 

to be so housed as to permit healthful living and. at such cost as their means 
of payment will permit, every reasonable econoray must be used, in providing 
the accomodation.

It is clear that any means that can bring housing costs more nearly 
within the paying capacity of the people who are expected to use housing 

facilities, will cause an improvement in all of the phases of construction and 
housing work, now recognized as out of balance.

The Federal Housing let does this. Construction is at bottom a 

commitment of capital. A reduction in financing cost by use of the community’s 
combined power brings a major increase in the number of good bouses within 

reach of the families needing them.
The Department of Commerce study has shown that the average cost of 

one-fmily dwellings in Peoria during the past 40 years has ranged from $2000 

to $6000.n Hew construction and financing terras must give recognition to the 
preponderance of demand for the low cost dwelling. This is particularly neces­
sary since we are again in a period of low incomes. The Housing ikitfe provisions 

for constant availability of funds, lower interest rate, higher loan ratio.

- 2 -
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- 3 -

longer term and insurance, of that part of the risk which has always given most

trouble in financing houses, will help materially to remove former obstacles

and to eliminate drastic interruptions of the construction industry and its

attendant activities.

There will continue to he a need of trained mortgage men capable of

exercising discriminating judgnent in handling properties. Mortgages that are

to he insured mast he well placed and their risk well calculated. Begalarity of

employment at work for idiich they are trained is most likely to maintain the

number and quality of mortgage hankers needed for effe ctive housing work. It

is desirable that as much of ihirtr ti'ae as possible he devoted to appraising risks

and arranging credits, and as little as possible in caring for defaults and

in managing acquired properties.

The Housing Act means more employment and business activity of all

kinds since it will pexmit more and better housing for the same total income
of

of the people. These questions have become/more than individual or local 

concern. The Government is therefore supplementing individual and local 

effort in order to make it more effective.
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saptm&m* 29, 19$*

m m m  m r n m

A prajjooaft draft of aa address 1®- 
Ifcaifc: G* f̂OJawr bafow national 
ttort®elea Bffiiaons Maoet&ttoa* Ohioa^o*

October k9

Dorins tho post oiijhtoan months I have boon ra'fuset'*! to apoafe 

mny ocGMioaa and fcyffo jmfusad in m *t ImtmaB®, not baoamo 

of lacfc of a^-pmjlation of t}jo honor conforwd tfjosn vm bat *agbap 

Inkm*®® of a corwiction on qjr jiayt that tho andiasao# would not find 

In me what ^147 sought. Such invitation® latnmlly aecrao to thooo 

of us alio iamt }*u*tici?ut0d actively In &u» aera ateiniBtration ia 

iasftiin̂ jton* and w  in tarn are tm$»r &. m m t oasptilnian to nsariondi 

for it is prop®? that m  $m ild asgplain oar activities, state tho 

problarao of ®ovOTnraent m  m  ham  found ttan* aad tha rmamaem m  ham 

Tjmdortafcon to oopo with theew Personally, ho*ovw» I ksto f<*it that 

othaw m m  botfcar fittod than ^m l£  to dimtttas tho nanifold a©» 

tivltloa which Isaaro hom initiated to atop tho enroll xng rash, to olsaoft 

ill lafetch m  found wm wlvm  in Urn early nonthv of 1933* %■ t!4s I 

m m . spaoifically th&£ I ■naas not tin* most a^pwfariato apoisastaan to 

>Usoqs8 such massaapso as those %stem for tho rohabllitation of a:'3ri- 

calttxra an&w tho AAA, or of intast*y w d«f tho SKU, or of baffctag 

andor tho throo-fold loadorsftiip of tho ^ademal ?te»W9 Syaton, tli# 

fodawal Deposit Insurants® OoKxwation and tho Reconstruction Finanoa

Corporation.
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R e p r o d u c e d  f r o m  t h e  U n c l a s s i f i e d  I D e c l a s s i f i e d  H o l d i n g s  o f  t h e  N a t i o n a l  A r c h i v e s

la tho p r w n t  inatanoo, how or* *h«i 1 vos irrrltad to odd**** 

tho »ort#i^t %nfcstr» Ajoociation, I mo bow l to aooopt* It is or** 

tiroly appropriate Ih&t, givon tlio opportunity to bo tor* with you,

I «hmUd boston to ooE$>lya for daring Itio paot yoar ia Waflhin&ton 
a groatar proportion of ny tioo and at tontion has boon foouasod tjpon 
tho aort^jo problae thon on any othor* frrcta January the Frool̂  
A*r\t ramootod tho ^ocutivo Oo-anoil and tivo rational iw&onoy Council 
to tsfco the load in forrwlatinc & co&rdimto progrwa for tha rarioao 
aoaaing and mort$*iaa oetirltloa of tho Fodoral Oowornmont tmtil tlio 
ond of Juno wtvm tbo r**ultant National Hoaoin*! Act was oa&Gtod into 
la* Coa$r*w»* tiio q®0|iliô tod and aothsustinc aori#« of problasm 
Whlah thia «M»oigr*aont literally *<*aE$>dd <m tay lop* loft ao little tî jo 
to wpond on anything ol«o, no nattor #i&t it* *o«ning inportonoo*
A.* tbooo probla^a, or at looot ono tao^or aopeot of tho*o pr©bi*a»* 

ora alM  y«*r problo&a* gontloraon# it i*  a$>jjropri&to that I should 

ooejo baforo you today to toll you ooBiothiBg of ttefc baefê rouaad of that 

opioodo, and oatlino to you tho futare of t&ie program aa wo sao it 

today*

I do not propooo to $o into tbo dotail* of tha ’.ationai Hooting 

Aot ao 30k&* Toa today probably kmm oorao of tbaao dotailo aa tali 

or bottor than I# Hal&or* I propoo* to outlino tho j>robl«a» nhioh 

wo found* tho wop* and plaoo of tho rnaawm whiafc m  d«tfolo$>od* 

and tho whole ooordinutod ?od«ral housing pro&pm vhlofc * • hop# to 

ocMovo#
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R e p r o d u c e d  f r o m  t h e  U n c l a s s i f i e d  /  D e c l a s s i f i e d  H o l d i n g s  o f  t h e  N a t i o n a l  A r c h i v e s

In ail «£ oar Is p&ts%

m  heare ran Uxrm* 'mdm piwt&I of

from it* own angl#* &jt intin&fcoly l*«a»S in

pmpmm* tite situation* tfe# usut rollot
in $£&* construction IMs£*itfi«s. m& Us* housi^ situation* 

W i  U m  m l  effort ai te i m i  ywa» has bwm dmoU&
to tha |t^«ai pf^aaWI %* :t w ®  fl&Bm&isftis* end a itiai pro*
f«*ti<>t* #£ tl» img#iK*gr latfclvtMi** has boon to ikll#*!**-'

ti<m* I td£& to swa^flt# aorao #t tb© tali ant f^tipwi #£ matfi* 
th&yg&KP** t& indicate tt̂ lr *s»d outline t&» $&n«ral
i&wmfckm. #f m x & *$»&  to :wwm

f&r«t -oi stlX tisatf* I# nor%ga®a tittisitiois* .ftm to M  volnaa 

■0$ outstanding « * % » # * %  fmm# urban and flM P O H l  ii>*

stnrcwata* wm ostteatod In. Mi® of

in X93&* ^bi« is by far $m $m % ninslo tf itjrtml®

lal debt tabling and it la#' &  boarii^-a wmgr fe|»t®0$. boaaring, 

im all of Hat <mt tfea #f

our masfimIt -and a*fc<md£$nt £&»$ lit t e '&&*$? tateM 'g*

$*&$»&%* ar« aoid l&fcp$y &*«*#

$*gfeX«»* $**» pocstitol^r dlff&a&i in t e  mm- of beoaus*

u»met ixtimtoMk &m  *octured x&

U«»t# iN* taltia&tt ina&ii* of gfeMi is difficult to tM ta lt  by 

tbm tld.ll«a igpg$«&#j*# fbagf XiHftt «&&***$ iX<*

cpii&ity in ttoa* of d*pe@*ai<i«% who©* imr&m-
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proooding booo* tho ao&vogato volwao of nortga^o &*fot Hiad boon en »» 

os&ondod and tho placii^ ot mrtea^o dabt had te n  oowpliciitod ia 

aany 00049 \rj qoootionablo f Inaooiial pm tiOM #

Tho I'o&m l Oonrermwmt has doalt with thia probloa fron oany 

aa&loo* Bunko and other finanoiaX ln»ti tutionu, trtiiati waro arabarraoood 

by thair bolding of largo portfolio* of mortg^oo# hasra boon 

aided froaly throogb loans by tho KTO* $hio aotivlty ban o&«od tho 

problarao of iadltldtoal institutions ia tho tasvteot and has

I m o d  soao of tho prossovo on tho roadeot in £©norol« Xt has not, 

howovor* rsprossntod tho oort of aotiirity ahich would onooorago a ro~ 

•ucptioa of irortgpgo loading*

In addition* in tho ooao of fara taortgaigos and turban bom mnrt- 

gagoo, tho Fodoral aovornaont* thr<m<$i tlso fto»a Grodit Administration 

and tho Oanots* Loon Corporation has aotiooly rofinaaood borrowers 

oa a large acala.thus oontributlng toward tho prooo**ati<m of lfldi* 

vidoal osnors* and tho forth** rehabilitation of mrt®a^o-*l<mding 

institutions*

ffco ooeond a*} or situation with atiiab *s h&vo bad to doal In 

tMhingtoa iihiflh has a boaring on tha ooordinatad Podoral housing 

progm  la tho tmat îqjnswnt situation and tho snogtnons continuing nasi 

for roliof for largo parts of our pooplo* ©tis tawiaployBiant is eot»> 

osntratod foiy hoo*ily in tho hm*y indo®trios, or in tho dspon&ont 

ftsnrloo indnstrlos* and particularly in tho oonfttration into try*

It io olaar that if wo aro going to ottoapo tho finanoisl dangers 

shiah attond on indofiatto ocmtiimanoo of tho hoasy load of rOllof
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•5 *

wr.ioh j *  ham had ta oawy daring tha la s t  aightaan aonths th ***  

paopl* nm% aî ain fiM  primt* ar^loyi»i**t# It la  fterthar al®ar 

that thia er^loyyaant m at oona in  large part from tha haasry indua- 

tr io *, particularly tha oonstfttotion industry*

In  thia situation  is^ain tha ffcdarai flov^maarjt ha* aatad to 

a lls s la t*  aonditlona fro® aasgr en^lo** la  tha f ir s t  pl&oa, through 

tha l*dara& Ralto f Adralnlstration i t  is  carrying tho largest

proportion  of th* r e lie f  ojpotm * Saaoa&t th r ® ^  tha Pufclio sorks 

Adninistration i t  ia  providing oum nt sng&qpaont ia  tha construction 

of ttsafcl ptihlio norks for hradrada o f tirfraaan&a o f tha otharariaa 

tmsaployad# fh i*  a ctiv ity * b&mm*9 m  raallaa ia  ta g * * * * ?  and 

dooa cot eolira tba presses a f tha wftaoployBQBt in  thaaa industries# 

ltoa incraas# in  Fadaval s*& lic wxfes, in  ffect* tr*n*ndoca m  i t  haa 

hean* haa not Imnui ou ffic ian t to o ffse t th* d*aitas in  rmhlio works 

tmdartabaa by state* lo ca l and raonicipal aad othar public hodios in  

thia aoontfy in  norrcwl yaara*

fin a lly  w* oosao to tha housing situation# Bara m  find ths raost 

aaaaing contrast in condition** 9p«afcUtf **& Iw ga, tha Amrlcan 

p*og>l* ar* not wall hoasad# that i*«  hoasad on a standard aoapaMttla 

with other daocnta in  car a iv iiisa tio n * rarticalariy  is th is trc*  

af tha lowar'" inoona egtcrapii si* ha** tsrar fcaen ahla to afford ad»* 

ipata temrnim* &* ***• other hand* w* find a tampcrary situation  o f 

ovmn^ply, particularly in certain lecalltloa wIwmni hamm  that ar# 

vacant taeaos* of dalin^aanoisa ar* pressing on th* narfcat* Trm  a 

ledger ra i point a f viav* howatar, «* find in haaalag the on* # n t
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oooroo of capital lavootrooat which can turthoot to oboorfe mm  pro» 

daotiwo oopaoity in th® futuro* aro thooo iidio toll u« that

tho prosont host*? wolroo of it lltetiy to prowo p m M t f

that this ooaatiyt with foroi#i inroottaent ahannolt aat off* cannot 

flad woite for it* pooplo to do» that only a «a*U  proportion of oar 

popalaiiaa la noodod to food m  mod alotho W |  and that* thoroforo, 

a largo gm |) will rmm&xk poranontly m  our roliaf rolls, Shis lo, 

of ooorso* niily. tfo bsvi <mly to locte oroond tio at our proosot 

housing fooilitioo to fioA a narfcat for oil of oar mmmom  prodao* 

tiw® capacity* Ihoro oro fow fardlloo in this cmmtry who oto oo 

fortuoato that thoy oould not, prowidod thoy could afford lt9 two 

aoro housing* oboo*fc racro 4paoo9 liwo la bottor phyolool oondltiono* 

wo hwro tho rssoorooo Ia this oocntsy to prorido thooo honooot wo 

hswo tho d d U i oo bavo tho labor* and wo ban  tho nood for boiioiHig 

by which wo oan utiliso thooo copoeltloo to tho Itill# our oaly profelon 

lo to flad aa intolllgont nothod by whioh wo om  utiliso thooo odfcoaa- 

tagoo for tho good of all of no*

It lo thooo throo tmfm oltuotiono rihleh wo aro t^ls^ to ooo*w 
dlfiato In tho housing prog*® Into a rogsnoratlwo foroo that will not 

o*0y holp to lift m  out of tho doprooolon bat will aioo9 proTidod 

wo aro tidlfoi monfa afford a oojor outlet for our indnatrial opa* 

oity throogh tho noxt gonoration, ocaaparablo to that whioh attondod 

tho dowolcpnont of tho railroad and tho aotonobUo 1st tho post*

Wo havo no illusions sfeoot tbo stt®nlta&o of tho tads; nor tho n*tnro 

of tho oncrmnio difficulties to bo ovwroooo* m  do foOl9 howoror*
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that this combination of factors presents us with an opportunity of 

the first magnitude, with a situation which will reward conscien­

tious effort on our part with better results in national well-being 
than any other situation in tha picture* fe are under no illusions, 
furthermore, that these eou*£it~for results can be obtained by ad-* 

ainistratiwe fiat fro® Washington, They will rwquire painstaking 
cooperation and effort froia ewe*y element in the ooracranity, from 
industry, froa finance, and from state and local government ae well 
as from Washington* All that we can do is to try to formulate the 

general program, coordinate the thousands of direrse elements in the 
picture, and lend national support whore national support ie needed* 

m  do not propoea to raiy oa d i m l  Federal building or subsidy 
to achieve this result* Shat would bo neitha* good building nor good 
flam** Shara are S0D0«|>ti0»al situations snot* aa thos* roprasantad 
V  cartain darwraliaed aim araaa, or by wubeintanoa haaestead pya» 

Jecte, share it la daairabla to point tha way out Um m &i direct M *  
oral boildiz^ or diroot yadarol aid to bail ding* Thaee activities ar* 
largely exparioantal, howwar, and cannot ba looked to to rewiva 
ganar&l iivtetxy or to raise the general standard of housing in thia 
counts?* that result can only m m  about throu$* tli* widost 
possible utilisation of ail tha oleraents that daad with tha housing 
situation, both private and ̂ t i o f <m a aooad baaie* I faal strong­

ly that w* will not ba abla to ravlftt building and parotid* really baV 
tar housing familtia* for tha ©illions of our people which aaad 
them mtii and tmdata w* adhiwve this restuit thrms^i method* which rep» 

resent good industry, good real ©state conditions and gpod finaaoa*
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Hm Hatloaal Hooaiag *®t it dosignod to give a start to thia 

pragma* through It in i baps ( 1 )  that the  widespread aeo& for raoderni- 

satlaa will provide baildlne labor and tho building Material indus­

tries with & revival of activity <iariag tlio cooing year, (2) that 

tho insurance of mortgages m  existing horns of tha better typo will 

serve to licfoofy tho oortgago Haricot aa& to oako those mortgagor more 

widely ftttfaetlvs in investment circles, and (3) that tho Inenranee 

of *aortga£se on new construction, share it ia eooaoisically desirable* 

will provide renewed activity to tho construction industry and la- 

creased ae$loyaeat to tho bcdlding trades* wo hope also throng tho 

standardisation of practice that will ho Introduced ia tlio iasnred 

mortgage to t^r w o  financial practice* la booe-leading and to land 

sapport to tho efforts of far~ei$ited leaders la tha housing fiold la 

tbolr offorts to l^rove housing conditions general; yf especially la 

tho dlreetloa of better neighborhood standards and proto©tios against 

nei<#tboTfcood deterioration* finally, through the insurance of wort- 

fia&ee tipon lo»»eeet housing projects we hope to unify and expand tho 

efforts that have been made ia so nany eaeranaltles to daal intallijgeatly 

and realistically with tho axtteeriely difficult problems preeentod by 

aim  arena*

fhia is a sufficiently laarge order to oocapjr m t energise for tho 

preeent* Wventually, It la sgr hope that tho fodaral Government 

thrm&% Its efforts toward coordination la thie field, will he able 

to kelp achieve more uniform aortga^e legislation, more equitable 

taxation practice* and alee possibly to aid ia tho develegxseat of
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rrworoh f  unllltl** in aonstmtlon aothod**

t  to ate  a  f t m l wwd TVfiardlEig tho position* vm&mmb* 

t>ilitio«» and tho 0|rxHrlQniU«8 o f  th * iae>;rt«B®o banlaar In th is  pro^ma. 

Om o f th* oatataa& la^fant* that has i&pnm&A i t w l f  on sgr a&nd t a *  

Ins tb * Iftdt y *a * Isa* fe**a tb * m lt ip llc ity  o f ffcotor* that ontar Into 

tb * boosing p io ta *** But only 1 * tha m ia stsy  OKtwwaoly & vatstflo&

In * physical son**, *o tbat *b»t is tom of ©no toon 1* ffei** Im m *  
otkar» or * m  i© ot :* ftootioo* of tho s*a* town* In addition* *t*n 
oa th* *lto of m m t m m t i m  W m m  1* llttlo ®f&g*ils«i unity of i»- 
tarost« If I wiah to obtain an mtosaobil* 1 oa» ofctftie on* lay a sia» 
plo rotoU iwctaA** If 1 «!«& to $o into Its <$«alitio« or oost I 
can imoj® layooix oy contacting, si)Ef>iy m *  ajooossiooiie ivltiifli *110 

th* mmtiCnetcurnê  9a* tf*olo indfcar>tiy# in oth*r w d * # 1« intogmt*a 
into * sioplo* l*gloai producing and soiling organisation* tayoao 
*ta* on tfo* oth®®" jwgit t*fe* Into 11 nu t»Ht
location oo£ 1and ooate* neighborhood twwd*, aod taxation s*tt**t b* 
aanst tel with a vssrioty of basin*** and pro£«w*iaraI intoroato, wash 
** Ha* varioos in^ply mmfactaror** wcfcitonft** aotst motor* and mib~ 

eoatnetorti to *ay nothing of th* vnrtoo* building tf»d**« Fln&lly, 

ho M&st dool with finano** fbl* it), of eo o m , on oXd utosy *itk *11 

of n*t so old am! 00 habitual * *  to t»  t*fc*n a&zmt m  m anttnr of 

oouao# varioty and eatsplaxit? of th* «it*mtlon i* tv m ^l hon* 

an*** how***r# to w&m*  In fsfl&liigton *so 1* cononmod aither with 

cM*«cwirlnc * *  «lth coordination In th* tanning field* ;̂iong o il of 

^ o **  41war** oloBoata* ISt* EortsBgi M » r  *o^*» no&ror to M o g
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a and tM HM  an#® of thm any $t&or. ia  a#*

*«r a&X 1* r*aj**»ibl® for tfc» ftm m tn$ of $h&t finished

product *hloti ia« sail & Irat*®* u»& m at, $iar®for« ao a aattar of 

oo«ra*, tafc® into aonsi deration W 17  div^rflw eloKiant in land asaanbljr, 

labor utilis^ti n* and construction m *m *. into that final

product. Bo fineeats an a lo***-t<ma baais, twrt&mmmp m & in fi*a» 

&ir$efcl^ eorsci«n»& tkan 9l«o* flOBOWpS &£ w m  OU0W 8* With

tbtt x&tto&t© a^andna** of tha 'V®nto% with lb® trend &f tfc* inveak* 

m U  Oo©^yi«*& this flsicl m  hm doaa, b» ®te»ii a pivotal point 

in oil ijoutting &rr»lap«snta« ftm- g*sntine Mr withholding of «art»

S«<T* nofwi/, for aaraospXe, ooul& aooacrlioh nach toward b«tt<jr c ity  

dawelo^rwnt and tha ol in i nation a f timm&im xwlts^bor^iood trwm&a#

flw* beriasr, sacra than <w &INar i*Xnglel«0&t in ^ia

plotuara, aan. If  to- gill, be a noiiVii*? aryl oorvatn^ctiv* «lenant in

dwnslopinc thia now bosiaias pragfses* Ttmw^h M t halp and cooper**

tioa* wo- w ill lie ablo to achiar>o th.it hap^y oonbi nation ahich we ail

rtasir®, af bottor hsm»ing at a coat within t£*a ii*®t»aa t$ui ssaaa a£
ajWi

w r  liouQtti, furtiiajwro* tha£/t»t onl/ a»a aonmdly 00m  true tad

but ar* aloo loo^tod in dwoant nel/?ibor*iOoAa of stable raluon.
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The Capao ity-to-Pay Farm Mortgage
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THIS MORTGAGE, mad* tha first day of December nineteen hundred and twenty 
nine, between William Smith, tha mortgagor, and Tha First Farm Mortgage 
Company, tha mortgagee*

WITNESSETH, That to aaoura tha paynsent of aa indabtadnass in tha sum of 
one thousand dollars Q l ,000*00), lawful money of tha United States, whioh 
detyb tka mortgagor haraby acknowledges, and oovenants to pay to tha mort­
gagee on tha first day of Deoeznibar, ninataan hundred and thirty four, with 
interest tharaan to be ooinputed from December 1, 1929* at tha rata of 6 
par oentum par annum, and to ba paid on tha first day of Deoambar noxt 
ensuing tha data hereof and on tha first day of Deoambar annually there* 
after, tha mortgagor haraby mortgagas to tha mortgagee the following 
described premises, being a farm of one hundred sixty (160) aoros*
(Bara insert legal description of land)

And tha Mortgagor oorenanta with tha Mortgagee as follows«

1* That the mortgagor will pay tha indebtedness as hereinbefore provided*

2* That the mortgagor will keep the buildings on the premises insured 
against loss by fire for tha benefit of the mortgagee*

3* That no building on the premises shall be restored or demolished with* 
out tha consent of the mortgagee*

U* That the whole of said principal sum shall beoome due after default in 
the payment of any installment of principal or of Interest for 3° days, or 
after default in the payment of any tax, water rate or assessment for 30 
days after notiee and demand*

5* That tha holder of this mortgage, in any action to foreclose it, shall 
be entitled to the appointment of a receiver*

6* That the mortgagor will pay all taxes, assessments or water rates, 
and in default thereof, the mortgagee may pay the same*

7* That the mortgagor within 10 days upon request in person or within 30 
days upon request by mail will furnish a statement of the amount due on 
this mortgage*

6* That notioe and demand or request may ba in writing and may be served 
in person or by mail*

9* That the mortgagor warrants the title to the premises*

I? ftlTHESS nJEBEOF, this mortgage has been duly executed by the mortgagor*

(Signature)
In Preaenoe Oft

(witnesses and acknowledgment)

I
Form of * typical farm mortgage*
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II

Form of application for refunding a 6 percent straight term 
mortgage into an amortisation mortgage requiring; annual ây ©nts equal 
to the oash value of a fixed quantity of fars products*

I hereby sake request that the mortgage now on my farm be re­
funded into an amortisation mortgage bearing 5 percent interest# 
providing for the payment of the cash equivalent of an amount of a 
principal farm orop which when computed at the average price for the 
period indicated will pay the interest and retire the principal in 
20 years*

Hame

Address

Location and description of farm

Amount of prosent mortgage ♦

Principal orop 6rown on farm
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III
Avorage Cash Fferm Prices of Wheat, Corn and Cotton 

1893-1932. by StatM

State isheat 
(per bushel)

« Com 
**(per bushel)

Cotton
(per pound)

cents 1 oenfcs cents
iiaine mmm t *3
How Baaip shire 1 89
Vermont 130 1 87
Haeaaohuaett* * 96
Rhode Island t 10U
Connoctiout 1 96
Bow York 112 i 81
Now ̂ Jersey 112 * Ik
Pennsylvania 109 t 7k
Ohio 106 1 58
Indiana 1<& * 51
Illinois 101 * 53Hiohlgan ioU 1 66
lisoonain 100 a 6I4.
Minnesota 96 1 k9
Iowa 9U * 51
Missouri 101 * 60 12*k
Korth Dakota 68 1 k&
South Dakota 88 « I46
Cobraska 39 * 50
Kansas 93 i 52
Delaware 106 » 66
dryland 108 t 68
Virginia 11$ 1 82 13*5
lost Virginia 118 t 86
Horth Carolina 130 1 au 13*5
South Carolina 1U5 * 65 13.5
Georgia li.i3 1 78 13*5
Florida > 81 13a
Kentuoky 113 1 70
Tennessee 120 * 73 13#o
Alabama 133 t 82 13*3
Misaiaaippi » 80 13*9
Arkansas 106 t 76 13a
Louisiana * 79 13*0
Oklahoma 93 * 58 12*5
Texas 90 t 69 13a
Montana 87 t 68
Idaho 85 1 71
Wyosning 82 1 60
Colorado 8$ * 55
How oxioo 98 * 77 lU«2
Ariioam 122 * 107 17*5
Utah 90 « 93
Nevada 115 t 103
fSashingtom 93 « 83
Oregon 95 « 87
California 110 1 9k lit *6

UHITKD STATES 9k % 58 13*2
y  U.S. Dapt. Agriculture. Stata prloea >ri U.S. anrentge price*,

plus or minus average Stato, d iff erential s during 1921-1952
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IY

Araortisatiraa table for a loan of $1,000 bearing 
5 per®em t Interest per annum repayable In 20 yea re 

by annual installments of $60 .S!*

Interest at j? percent'
Completed Totsr~ interest « Applied Principal

years payment cm unpaid t on •till
principal t prinoipal unpaid

Soils* Mis. * ..DSn«.“ flolle*

80.2U 50.00 i 30*2^ 969.76
2........ 80.24 k a J# i 31 .<75 9(9.76

80.24 46.90 t 33.34 904.67
80.24 45.23 * 35.01 869.66

5 .* * .. 80.2‘i 43.48 * 36.76 832.90

80.24 41.65 * 38*59 79U.31
80.24 39*72 * 4o,52 753.79
siO#̂ , 37*69 i 42.55 711.24
60.2U 35.56 * 44.68 666.56
80.2U 33.33 i 46.91 619.65

iiO.SU 30.98 t 49.26 570.39
12««««* 80,21+ 26.52 « 51.72 518.67
13........ 60.2U 25.93 * 54.31 464*36
14 >•.••• ao.a4 23.22 » 57.02 407*34
1 5 . . . . . bomA i 20. 3-7 * 59.87 347.47

16........ 30 .24 17.37 « 62.87 2 4 *6o
1 7 ... .* so*au 14.23 t 66*01 218.59
16........ 80.24 10.93 * 69.31 149.28
1 9 . . . . . 80.24 7.46 t 72.76 76.50
20. . . . . 80.33 3.^3 i 76.50

Total i#6o4.89 604.89 *1, 000.00 —
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Pons of a typical refunding crop payment mortgage*

THIS MOKTOAGE* mad# th# first day of D###nker# ninataan hundred and thirty 
thr##* betw##n William Smith, tha mortgagor* and Tha First Farm Mortgage 
Company* tha mortgage#*

WITSBSSETB* that to s#our# tha payment of an indebtedness In tha sum of 
caa# thousand dollars (#1*000*00)* lawful monsy of tha Uni tad Statea* with 
•In¥er#s4 ^ e r e ^  par centum par annasm* whioh debt tha mortgagor haraby 
acknowledges and covenants to pay according to tha aonditiona dasoribad 
below* the mortgagor haraby mortgage* to tha mortgaga# tha following 
dasoribad premises, baing a farm of on# hundred sixty (160) acres* (Here 
insert legal description of land)

And tha Mortgagor covenants with the Mortgagee as follows i

1* That tha mortgagor will pay tha mortgaga#, hia legal representative# 
or assigns* in installments as follows« Tha cash equivalent of aighty five 
(65) bushels of wheat* or on# hundred thirty eight (138) bushels of oom* 
or six hundred eight (606) pounds of cotton* (the designated commodity to 
be usad throughout th# period of payment) stioh farm product to be valued at 
tha average farm price of th# oosaaodity in th# State during th# preceding 
tw#lva months as determined by th# United States Department of Agriculture! 
aaid payment to be mad# on the first day of D#o©ml>er next ensuing* and an 
amount similarly d#t#rmin#d annually thereafter* (until the full amount of 
th# principal is paid* together with the interest thereon from thedate ' 
Wer#^ anjion theunimlA W l a i ^  from t im e ^ o iW  at therate of $jp#lr 
cspium pcr annum payable in Inaiallraania as herein <£e»orlbed*j *  OR * 
juajtli 20 full annual payments have bc«m made* The payment of such annual 
cask equivalent shall bocoagldsred a^ull payment or interest at g par 
c#nium p#r annum plus tke~fuli payment on prinoipalrequired io amortise 
tkle mortgage In go years*" and apfui 1 suocesslva 
cask #quivalani skall oenai lWbe a fail Tlsckayg#
inter#st an<i principai..incurred under <&# lams' of this instrument* )
8*...fka¥ 'felie mortgagor will' t̂##p the Willing# on^tke 'prwffiises insured
against lass by fir# for the benefit of th# mortgage#*
3* That no building on the premises shall be removed or demolished without 
tha consent of th# mortgage#•
It* That tha whole of aaid principal sum shall beoome due after default in 
the payment of any inatallmant for 30 days* or after default in th# payment 
of any tax* water rate or assessment for $0 days after notice and demand*
5* That the holder of this mortgage* in any action to foreclose it* shall 
be entitled to the appointment of a reo#iver*
6* That th# mortgagor will pay all tax##* assessments or water rates* and 
in default thereof* the mortgagee may pay the same*
7* That the mortgagor within 10 days upon request in person or within 
30 days upon request by mail will furnish a statement of the amount due on 
this mortgage*
3* That notice and demand or request may be in writing and may be served in 
person or by mall*

annual payments or auoh 
o/ all odI i &at loKts aa to
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That tha aortg^or warrant* tha titla to tha pr«ati«aa*

IS WITKSSS VHEBKOF* thia mortga&a haa baan duly aocaoutad by tha mortgagor*

(signature)

In Praee&a* oft

(Witna»aa« and aoknowledgmaat}
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Mr* Biefler

October 20, I93U

TBS HSXT S?KP If TBS

The laoderaisation and repair phase of th* federal Boosing Pro- 

gras is isow launched, and the second phase dealing with the insurance 

of sortg&gee will get tmder way next month. It is appropriate at 

this tiste, therefore, to review the program as a whole, to indicate, 

first, i&at litas been accomplished, second, what has initiated 

in each a raanner as to give every promise of progressive develop- 

laent, and. third, what problem® need farther attention at the present 

tine*

{bmsatohaL

la its sain outlines, this program was formal a ted to jaeet and 

correct the conditions presented ly the depression* In 1932 that 

largo se@sent of tho iasrtcan economic systea which Is concerned 

with the provision of shelter for mat people was dose to a oon&i- 

tian of complete collapse, a collapse that was testified to lay a 

decline in the current volme of residential building of between 

and 90 per cent, and was reflected in a stagnant market for lm » 

her, brick, cement and other boilding xaatertals; in a contraction 

of rail ttafflc; and in a widespread and devastating state of nn- 

earployment araong the Gliding trades, and among architects and 

allied professional groups* It was farther attested by a staggering
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fer ty the collapse of the m l  estate aarket, where

rents la many areas bad declined fey aa anxrant sufficient to wipe 

out the margin over carrying charges; aad by the collapse la the 

mortgage aarket, where delinquencies ran between JO aad Uo per 

eent, foreclosures tripled aad the whole basis of real estate values 

troubled under the ooastaat threat of widespread donpiag of foreclosed 

properties on the aaifcet.

11m. i. r Troawa.

The aims of the adraialstration la deal lag with this situation 

hate been tee-fold; first and roost lmaediately, to seat the eaer- 

gency with a variety of devices calculated to vtqtport the weakest 

eleneats ia the whole complex situation; aad second, to rehouse Aiaer- 

ica la a Banner consistent with our standard of liviag* Boosing 

oonditioas ia this ooufrtry are aot aad never have been adequate ia 

relatloa to our huge resources. Today, they are particularly bed, 

reflecting* first, unsound building developments during the boots, 

and, second, five years of underbuilding, ia additioa to five yearn 

of inadequate maintenance of existing buildings. 7rat& a loag~rua 

point of view, fferthesiaore, better housing presents the one great 

source of capital investment capable of material expansion to absorb 

oar Inge productive facilities* There are few families in this 

cooatry who are so fortunate that thegr could not, provided they 

could afford it, use aore housing, absorb oore space* live ia 

better physical coadltioas* 9s have the reeonrecs la this country 

to provide thee# houses* we have the skill, we have the labor, aad
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we hat« the for housing V  which we can absorb those capacities 

to tho fall* fhore need be no continuing probl«i of & permanent 
body of medleyed if no turn oar attention to housing* (tar only 

problem Is to find on Intelligent wethod by which wo can utilise 
the skill and resources of mat people In the solution of tfce diffi­

culties that lie ia tho way*

H t lW i gff iteffrnffft-

As has already been indicated* no single uniform solution haa 

been atteopted for this problem. Bather, the procedure to date has 

consisted of the adoption of a real Is tie approach calculated, on 

the one hand, to aeet the nost urgent needs, and, on the other, to 

fit into the loa&»tin» effort toward better housing. Thus, the col­

lapse of the mortgage aarket *&ich was aoeosfxmled by aounting fore­

closures and delinquencies, and threatened to ond In a collapao of 

oor whole structure of real estate values, m s aet, first, by liberal 

loans on mortgage collateral to essential financial institutions 

fro® the second, by Federal aid In the refinancing of tha

i&ost distressed taortgage situations through the VGA and the BDLC, 

and, third* by insurance of satiating institutions through tfce VDZO 

and the l>*S*X>«X.C«# while the Inaadlate problem of unasployaent 

in the building Industriee was net by relief uadar the FSBA, and work 

opportunities under the PWA, the 08k aod ?*$*S#A* Most of these 

activities ware under way when the coordinated Federal Housing 

Program which eventuated In tha IH1 was instituted last spring, and

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

had demonstrated their effectiveness la arresting the coBolative 

deterioration 1b tha roal estate field together* Today* the 

whole reel estate aarlcet itt shoving those beginnings of aovataent 

and life shiefc form a prerequisite to soccessftal cone tractive ac­

tion. fhls Is evidenced by such developments as (1) a decrease in 

vacancies reflecting* on the one hand* the gradual elimination of 

surplus and inadequate housing thnragh, fire loss, demolition* etc#, 

and, on the other* greater resnplcynent* the undoubllng of fsa­

llies, a renewed flow of population froa faros to urban areas aad 

an increase In the carriage rate* (2) the stabilisation of rents In 

nest sections of the country and eoa* Increase In rents oter large 

areas* (5) the reappearance of affective Imoedlate deoands for new 

residential construction in particular areas each as Washington*

Hens ton and Atlanta*

fhe second phase of active stifaalation of housing activity is 

now getting under way. In its beginning it rests primarily on the 

siaintenenee aad aodendzatioa program that is being developed by the 

TEA., aided aad s^plemented by the mdemisation woxfc being financed 

by the HOLC* the slun clearance and subelstence homestead operations 

being financed by the PiA aad the stranded families being rehoused 

by the 2S1UL Of all of theee activities* the aodemlsatioa caapaign 

of the 78ft. offers the vsozt inasdlate promise of activity in alxaost 

every area* that the physical need for rs^alr and maintenance is
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both hqgs and widespread is attested by the Beal Property Inventory 

under the CWA sponsored by the Dspartsent of Coaraeroe. She willing­

ness of ham owners to remedy this situation when their resources 

permit by talcing advantage of the facilities offered by the IE* 

has already been demonstrated during the sixty days in «hich tha 

FK4 has been conducting its campaign** ?roa the record of leans 

insured to date it is evident that financial institutions with, 

knowledge of the technique of making small loans have not lacked 

borrowers willing and ready to take advantage of thsra* Ihis 

phase of the work, then, is well under way aad will show success 

as additional financial institutions learn how to xaake these loans* 

The 75k and the Federal Reserve Board cure now cooperating on this 

phase of the problssu

the next phase which promises widespread activity over large 

areas will legis oa Horeinber 1 when the FHk will announce its plans 

for the insurance of aortgages aad the chartering of national ttorfc- 

gage associations* These activities promise widespread revival 

for the nortgage market and also new construction of individual 

hoses where thay are needed* Like all broad pror^ams that offer 

large ultimate results* the introduction of these new elements into 

the situation will require an extraordinary anuront of administrative 

and educational work in the beginning* 2hey promise, however, to 

reward this effort by floating tho Mortgage debt burden through 

loser interest rates to borrowers and by creating really secure as-
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sots for leaders, by promoting new individual hem construction at 

low financing costs *fo»rever there Is present aa economic demand for 

sudh construction, and V  controlling the trend of this building 

both aa to tho soundness of it* construction and the protection of 

Its neighborhood enviroaaent so ao to avoid tho major pitfalls which 

are accountable for Mich of the present plight of tho construction 

industry.

This re suae indicates that the #odoral housing prograia is 

already m il on tho way toward complete laancMng in so far as tho 

dominant fora of Aaoricas urban housing is concerned, namely, tho 

individually owned unit house. ©as major efforts of tho HQLO aad 

tho fSA. are both directed toward this typical fora of urban housing, 

there r«aaiit to bo considered tho housing problems of two largo see~ 

tions of tho population which are not so directly affected by these 

programs, namely, our largo rural population shore tho problsm of 

bettor boosing is closely tied up with tho productivity aad pros­

perity of agriculture, aad those large sections of oar urban popular* 

ties which because of congested conditions sa&st bo housed in largo 

toneraent or apartment units* Bousing conditions with respect to a 

part of tho former of those groups has boon and will continue to 

bo affected to a cortain extent by tho development of subsistence 

homestead projects undor P£A» fH8At and OTU T&m housing is also 

covered to a limited extent so far as repair and modernisation is

-6-
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concerned under th# prograsi of tho M k , la addition, however, the 

IGk night well fonsnlate plaas for aid la tho rehousing of Individual 

owner occupant faras* such plaas to bo pat lato effoct as aooa as 

aad where agricultural conditions justify increased capital aspen- 

dlturss*

The housing of turban group* located la congested areas will to 

ia^roved to a liaited extent bgr Ifedcral actios already taken or 

aow under way, aaoely* tho inauguration of low-cost housing projects 

under tho PI4, aad the insurance facilities for mortgages cm low- 

cost housing projects sfclch will sooa be©oae available tmdsr tha 

?HX. She potentialities preseated by this sector of the housing 

field hare not been folly exploited, however* If we desire to stim­

ulate construction employment rapidly la tho housing field this 

winter, we can do so through application to this problem# Its com­

plexities are so great, however, aad the ataount of foods which it 

caa usefully absorb so large that it will require both the oarefol 

fofsaolatioa of aa intelligent general approach toward the problcn 

aad the dose coordination of the work of four nejor Federal age»~ 

ciesf nazaely, the FIIA, the M L , the IKS, aad the I M .

SltflftttBBil at PullffT «fl Frnmat, 

*• M flftll M aflifitrftUfla*

A program ia this particular field cannot be slapla—too mnay 

interests. l&doral, State, monicipal, local9 aad financial are 

involved* If the problem were not extremely complicated there 

would be no sl«£» to clear, for slums are not created by aagr

-7~
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overt desire, they are the result of real estate problest* toe 

co&plex to be solved without carefully thought throng,public 

intervention* If* in the face of these conplexitie** we hope 

to obtain large results on a wide scale with icsaediate effect# 

on eraploymcnt and business conditions, the federal Ooremw»itva 

approach to the problem anst be unified, in that local groups 

should be required to sake only one federal contact* She fed­

eral program ssKst, furthexraore* be as sisple as possible and 

sufficiently flexible to meet ft vide variety of situations*

It that a single federal office be 
created to deal directly with lecal 
grwmm on all tjroblssai concerned yltti 
the stimulation of vxten spaTtsietit 
housing activity* this office to aalae 
the necessary contacts and clearancee 
with the various major federal age»» 
dee involved*

n* Qm»— wra-tlm nf PnM to gaKng g M  ^ltmrtla* at th»

l a w *  Mortgaa»..

Since the program may require hundreds of millions or poseibly 

billions of dollars* available resources should be Msbanded 

and used as efficiently as possible* fortunately, the present 

provisions of the loosing Act ishieh deal with the insurance 

of nortsages on low-cost liousing projects aaice available for the 

pro gras an almost unli&dted supply of private nortgage capital 

at very lev rates, This supply should be used to the utaoat, 

and other available Bsder&l funds should be reserved for that
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part «*f tha program which cannot Ini financed privately throat 
tha insured sorlg^i.

m m m m m tm  U t Dm insured mortgage on low-cost hnuaing
projects under tha 1H& shofold be loolcad 
to to provide tha talk of tha foods 
required* The Housing Division of tha 
FS& should finance tha cost of their 
direct slaEWilearanc* operations in aa 
fay aa possible through tha IHA insured 
mrtgage, thus imltiplyijig raaay times 
the effectiveness of the fond* available 
to ills Division for direct investment 
in law-cost housing projects. The 
E¥C should also consider refinancing 
as large a part as possible of its mort­
gages on tha J*red I. French slua-elear- 
aaca development ia tha lower last Sid* 
through tha issue of an insured mrt- 
gage, thus reaovering funds to ha made 
available for other parts of tha Housing 
Program.

III. tool Participation.
The program should mot ha limited to direct aim  clearance 

operations constructed aad financed by tha Housing Division 

of tha Fit. la addition, provision should ba made for federal 

cooperation with laeal group s~-tsunicipalities, housing author- 

ities, neighborhood associations, aad limited dividend corpor­

ations— which will permit thasa grot^s to inaugurate work oa 

a modi wider scale than Is passible aa direct proj ects where 

Washington snst mmmm responsibility for intimate supervision 

of details* To e:xploit this large field of local initiative, 

however, tha requirements for federal aid most ba much simpler
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than in the case of similar undertakings in the past* They 

most ba of a character which will permit interested local group* 

to know immediately wh&t general conditions they imat mmt 

so that they can undertake to met these conditions without 

constant clearance at Washington*

m m w m m M L t

The following set of general requirements for locally 

sponsored projects should be announced:

a* fow araiaatjf t l» g  ay, flosftygfl

©le approach should fee on a large enough scale to 
promise substantial correction of a civic sore spot.
In the lower 2aat Side in Hew Tork, for exaciple. the pro­
ject should contemplate the rebuilding of the entire 
area. A project limited to a few blocks would enlist 
little cooperation because it would not promise to ar­
rest or reverse the progressive decay that has been the 
root of the difficulty*

B. TjbmI Ptn latlim .

The project should conform folly to the hipest require­
ments of urban planning, urban growth trends* and the most 
desired methods of land utilisation. Uiis laeans that the 
whole neighborhood should be revan$>ed to fit into the lines 
of desirable city growth and not confined to its preeent 
characteristics* In sone cases, this will involve the 
demolition of a decaying lower middle-class neighborhood 
and its replacement with dwellings for workers. In other 
cases, it will mean the conversion of a festering sites 
area into a white-collar neighborhood. In the lower 
Bast Side in lev York, for example, where the restric­
tion of immigration and the movement of industry has re­
sulted in a population decline of 50 per cent during the 
last generation, the project should contemplate a rebuild­
ing of the entire area for the class of population to 
which it is best salted, namely, the white-collar worker
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alloyed In lower Manhattan or ia the Forty-second Street 
district*

C. ATQldttpo of OrwrtwliaiBg.

The program should be directed toward the preservation of 
sooad real estate conditions and should not countenance 
overbuilding. $o do so would not only be unsound* It 
would create inexcusable delay ia its inauguration by 
arousing opposition among local real estate interests.
It should, therefore, provide that the new housing under­
taken should provide for the demolition of an equivalent 
number of existing residential units, or for housing a 
population equivalent in n*aab©rs to that now inh&biti:n£ 
the area to he demolished*

D. gqfcntanUaX Local Bgulty Bagulrad.
To prevent this type of program, which contemplates the 
full utilization of local initiative, froea resulting in 
incompetent local managaraent, a program should contemplate 
both Federal aid In financing and a substantial local 
equity, fo this end, the I'M  should announce that where 
a proposed project involves the clearance and demolition 
of a congested area, it steads ready to insure mortgages 
up to the full amount required for the project other than 
the cost of land assembly* This cost .should be carried 
by the local group and should constitute their equity 
in the project* fhe federal Government can help in this 
land assembly', however, in many ways outlined below*

X. Limitation of Saturn.

The limited dividend corporation device offers the greatest 
possibilities for stimulating widespread local initiative, 
provided it Is Interpreted and applied somewhat more liber­
ally than ia the past. In permitting local groups to 
enter assembled land as their fall equity in a limited 
dividend low-cost housing project, the return on this equity 
should be limited not to o per eont of present estimated 
value (which Is frequently so low that owners prefer to 
wait for a rise in values) but rather 6 per cent- of the 
value of the property la the period 192^-1929 when most 
of the present incumbrances wore placed* The plaa should 
also permit this return to increase to 8 per eont or even 
10 per cent after the property is completely amortised*
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The project should provide for limitation of rentals hut 
these limits should he written in terns of the type of 
ranter fer whose use the project was foxoealated. In the 
lower Sast Side, fer exanple, the rent should be limited 
in such a way as to he a substantial protection for the 
white-collar worker for whoa the project is designed.
It would stultify the success of the whole project to try 
to set a level of rents applicable to the Incomes of the 
people now living in the lower 2ast Side*

Y . Hadi>r*l Gorernarot Aid.

The ready availability ef Mortgage fands tinder the VKk consti­

tutes the greatest single source of Federal aid to this pro- 

gran, especially so in view of the fact that the wording of 

the law is quite flexible and permits a ouch more liberal and 

realistic definition of what constitutes low-cost housing 

than has existed in past legislation. In addition, however, 

there are may other ways in which the Federal Goveranent caa 

lend its aid in the quids: assembly of land and the rapid inau­

guration of projects.

A. H»ln In Dm olltioa.

through the YKRk, the Federal Government can offer to carry 
the cost of doneiition ef existing structures in connec­
tion with the undertaking of approved low-cost housing 
projects. This will add no cost to the Federal Government 
that is not Already being carried, it will provide useful 
activity for the work relief program of the USA., and it 
will result in a material saving in the overall cost of 
new projects. In the lower East Side in Hew Teste, it is 
estimated that this will result in a saving equivalent to 
$.75 *  square foot of land assembled.
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B. Aid to lowaring the Sat Coat of Î aod Acquisition.

fhe requirement reeomended above that the existing real 
estate situation be preserved by Uniting either the somber 
of new housing units to be constructed or the number of 
people to be housed, to those displaced by the demolition 
of existing structures, increases somewhat the relative 
cost of land assembly sine* sponsors will be prevented 
from making tip for high-cost land by building larger and 
hi^ier buildings* fhis la^edlmant can be more than neu­
tralised, however, by having the PWA lend ftands to moni- 
cipalities for the purchase of land in these areas for 
parka, parka that are usually needed because congestion, 
high land costs, and inadequate park and playground facili­
ties are usually associated in slam areas* Hie existence 
of over-conges ted districts today is due to inadequate 
social planning, and it ia proper that society assume tha 
cost of relieving this congestion through purchase of 
property for public uses, especially so when the contemplated 
expenditure ia part of a program such as this where tha 
surrounding properties which will benefit by the improvement 
are limited aa to their return so that the net benefit 
of the expenditure of public funds is bound to be returned 
to the public in the form of lower rents* ia additional 
inducement to x&micipallties might ba provided by requir­
ing projects of this kind to turn over a part of their net 
revenues to tha municipality after amortisation of the 
insured mortgage financing la completed.

C. Aid In Actaal Property AcsttUlUoa.
The BTC can wall take the lead la aiding local groups to 
assemble tha property needed for projects each as those 
outlined above* A typical assembly under the above plan 
would require the formation of a local limited dividend 
housing corporation or neighborhood association* To pro­
ceed effectively, this body, after foraalating its general 
plans in accordance with the requirements outlined above# 
would meet tha very practical Immediate problem (I) of 
acquiring title to all of the land in the large area re­
quired, and (2) of arranging for the aale of part of this 
land to tha city for park purposes. In general, outright 
purchase of all of the land either in the market or through 
condemnation procedures would be too slaw* A plan should 
be formulated, therefore, which would contain strong in­
ducements far the majority of the local owners, particu­
larly those that are heavily over-mortgaged, to pool their
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properties voluntarily in order to put tho prograsa into 
operation and to salvage thoir investment* A possible set­
up for such a plan would work at follows:

1* The HFG would organize a truat compa&y in cooperation 
with cooperating local owners who would turn over 
their titles to the trust oon^&ny in return for capital 
stock in the same, the relative values of such proper­
ties in the exchange to "be determined by aa independent 
valuation and arbitration committee of high local 
standing after the plan was far enough along to insure 
its success.

2* This trust cosipany would arrange with the eity for the 
sale to it of a certain percentage of the area for 
park purposes provided the entire area is assembled 
and the roject is formally inaugurated*

3* The PWA would lend the funds to the municipality to 
finance this purchase,

k. ©ie trust ©onK>any with these fund® from the sale of 
land as security would then be in a position to borrow 
additional funds from the BfCt putting it in possession 
of total cash resources up to* say, a third of the 
total value of the property to be assembled, such 
value to be determined, not by the current market, 
but by the value of the property in the period 1926-1929*

5* With these funds in hand or in prospect, the trust com­
pany would then invite all owners of property in the 
area to be assembled to turn over their titles to the 
coz3pany on the same basis as the original sponsors, 
namely, in oxchange for stock in the trust corap any, 
the total value of all such stock issued to be equlv** 
lent to the total value of the area on a 1926-1929 
basis, with the relative ratio of each individual 
piece of property turned over to this total to be 
determined by the iiapartial arbitration cossalttee 
noted above. This arbitration committee would not func­
tion until substantially all of the property were 
turned over. It would then value both the entire 
area and each individual unit on a 1926-1929 basis*
On the basis of this valuation, the trust con^any would
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offer one-third cash and two*thirds in stock to each 
of tho participating owners in return for final 
transfer of title*

6* With the land assembled, the trust company would pro­
ceed to incorporate a limited dividend low-cost housing 
project to iseet the requirements outlined above*

State, L«£alatoft

This program should engender a maximum of local cooperation. 

Present owners would stand to get immediate cash for their hold­

ings up to one-third of a 1926-1929 valuation and an equity 

in the limited dividend low-cost housing project on which they 

might earn as match as 6 per eent on the remainder. This would 

constitute an attractive offer to most owners aad an irresistible 

offer to holders of mortgages against the properties required*

It should also enlist general civic support because it (a) 

promises to remove a sore spot in civic development, (b) promises 

increased employment and business activity, and (c) does not 

create an addition to existing vacancies* Every move so far 

outlined, far thermo re, can be inaugurated on the basis of exist­

ing legislation*

If new legislation is needed to supplement the program, it 

will be largely state legislation to remove local hindrances 

and restrictions* She need for this ifcere it exists will 

usually become apparent and can be secured as the program is 

pushed into operation*

-15-
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One additional piece of state legislation that would fee 

extremely fcelpfnl. however, can he sewn now* naraely. a variation 

of ths custoraary condemnation laws which will require all property 

owners in a given area to exchange their titles for ecp*itles is 

a pooled ownership association under a plan similar to that 

outlined above, provided a majority, or two*thirds of the owners 

voluntarily do so* Such a bill was up before the New Terk State 

Legislature at the susner session and is said to have a good 

chance of enactment at the coming winter session. Immediate 

preparation to secure the passage of this type of legislation 

in all states having key cities faced with sltua problems con­

stitutes the most pressing requirement of the progran at the 

present tiae. Given such legislation there is every probability 

that slm  clearance could be inaugurated tap on a very wide scale 

daring the winter.
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October 25, 1934

sae-ig jo b  aroiHn rawsa basx sxm

yjQ.OOO Bonm tn Hoaam 250.000 Paraona 
Xnoltsdlng Stores, ftieaterti, eta*

(Bo local tax exertion)

Coat of Construction (to ba financed by lnsurad mortgago)!

Building, including builder's fse*» •••* ••••« •# ••* ••« *  $230,000,000
Architects ami ......... ..................  9,000,000
Interest, Taxes, Insurance and Surety Bond..*.#*.#. . .  17,000,000
Contlnganoi.B...... .................... ....... 13.000.000

total Outlay for Construction............ . $270,000,000

Daraolltlon (to b. oarriad tgr ?HRA)................ . ( U.000,000)

Tianffi n̂miriMhr

$330,000,000 laas $30,000,000 for part:* Hold te olty. 300,000,000  

SA PiM  A M P  (M ^M B M E iP )

ASSISTS LIABILITIES

Land......... $300,000,000 tnrarad raorteag.... $270,000,000
Ballding.....  270,000,000 Loan froo H?C....  75,000,000

______________ Coital .................. 22a.QQg.aqg

Total...... $5 70,000,000 $570,000,000
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Goto'bar 25, 193^

I, acotffl ASAUSI3
arantr. Iw n

f r " * 1 * * * * •» •

Operation of building, repair and
$7*000,000

Po&acti Profit from wibiaotorlng*. V?0Q»pQQ
............* . . . . • • • •  $5*300,000

>2!sa»t,.»,M «.......... « . . . ................ ........................ 650,000
Haoorvo for n ^ a o M n t .... ..... ...... . L,3SQ»fiP&

T O T A L * * * . . . * * * * $7*300,000
Interoat on insured mortgage **••««•«* 9t^50»000
Amortisation aaa& raortgage insurance <£$«•• •••» *Sr̂ OQlpQQ

TptaJ X r w m  wimffy,Ja. mar, M U * ..... $22,150*000

Interest on H?G loan *t ty*,*.....••«•*•*•••« 3*000,000
Anortiaation at 3$ <20 jratam)..... ...... 2.2<ffl.Q00

Htttal lnn«» to arot«at SSO....  $27,^00,000
Dtrl4*ads on 0%-itai at 3% (u&tll HFO loan

retiroO.)....................................................... . I I . 2*50-000

gafcv. required to flttat orolact.... $38,650,000
Available for Burplus.......... ............................... 1 .^ 1 .7 6 0

m i e ............................  ^39,901,760

V rn il lmnm»

S te w

Ul,500 llnaal fa*t (16.6 ft . pm

100 pop.) at $110 par ft................ $ ̂ ,565.000
Apartaanf - 250,000 room at 112.50 par
nonth par r o a n .* ......................................... . '37.500.000

Total..................  $U2,065,000
I*M 5$ far v a o a n c l** .......................... 2,lfjg,3h0

TOTAL INCOME.......... $39,901,760Digitized for FRASER 
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Per month
Bent -par rooa

1* To float en tire  projeot. . * •«» .« * . . . » .  $12*50
2* To pro toe t KtfC.***.......... ..... 9*00
3* protect F3U«*•#«•**»••*•«•**«*»••• 6*50

tom A Efcpynnw

Operations, Taxiw and Hessenr** ( I)*. $ 7 •300,000
Interest on ineared swrtga^e****•**••••» 9,^,000
Amortisation acd rabrtgage Inrraraae****** 5^30.000

Satal * * $22,150,000

Dividends on capital at ? per cent.*.... 15*Z25B*fi£SL

MflL***..... $3 7*900*000

Available for iruxvlue*. ***.♦*.**♦.♦•#.#* ,„£fcflQ3Ulfi?,

....................................  $M a S

Blioelnti (see I)s«*****»»*«**».»«*.*•*•*•»•*« $39*9 0 1*7®)

a i i  fflsw  w a a i a

iyAXtoOûXfldfê JOKiMStuJBiir. i 

Anaaal Sxpftpaeei
Operation*, taxes and Reeervee (See !)«« $ 7*300,000
Dividends on capital at 10>***********«.« 22.500*000 
Available fer rent redaction or for

dividend to city*".****.**..*"..*** U^M*,QQfl
TOTAL. 139.901*760
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December 27, 193^

THS HOUSISG PROBLEM 

W. fiiefler

A paper read before the American
Association for the Advancement

alJsAaasa.*__........ ..........

Gentlemen:

One of the notable developments of the past year has been 

the quickening of interest in the problem of housing. In part, 

this increased attention has constituted merely a normal public 

response to the discussion which accompanied the enactment of the 

national Housing Act and to the publicity which has been given 

to the activities of the Federal Housing Administration. In a 
more fundamental sense, however, both the National Housing Act 

and the Federal Housing Administration constitute the response of 

government to one of the most significant problems in the American 

scene, a problem that was present throughout the building boom of 

the post-war era even before we had gone through the experience 

of five years of taaparallelled depression in the housing industry.

1 refer to that whole complex of phenomena that are associated with 
the housing problem, not on±y the housing situation in physical 
terms but also to the building labor situation, the foreclosure 
situation, the mortgage situation, the industrial situation and 

the tax situation. With the gradual awakening during the past 
year to the importance of this problem, there has come an appre­
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ciation of its widespread ramifications in the availability of em­

ployment and the necessity for relief, of its financial implica­

tions to home owners as well as to mortgage investors, and finally 

of its social consequences, not only in terns of disease-ridden 

slums, bat also in terms of economic security and of the general 

well-being and standard of living of the mass of the people.

Housing in its broadest terms deals with all of the factors 

which determine the condition of our human habitations, and the 

problem of housing is the problem of raising the standard of these 

habitations to a level commensurate with our physical resources, our 

technical equipment, and our industrial efficiency. It is not 

merely a problem of depression, though it has certainly constituted 

one of the most important factors in the depression, nor is it solely 

a problem of recovery even though a resumption of housing construc­

tion would constitute a major factor in a revival of general activity. 

It strikes broader and reaches deeper than these phenomena. The 

housing problem, though not so readily apparent, was with us long 

before this depression began in the relative deterioration of our 

housing accommodations. Following the war, the standard of our human 

habitations failed to reflect the increase in our resources, our 

industrial capacity and our skill. In terms of provision for the 

three primary human needs— food, clothing and shelter—by which the 

economic performance of a civilization is tested, our provision 

for human habitation became increasingly inadequate as compared 

with other major aspects of our life.

-2-
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Corapare for a moment our record in housing with our progress 
in other respects. During th* post-war decade, the inventive akill 
of the country and its genius for mass production were used to re­
make almost every phase of our national life that lent itself to 
modernization, all, that is, except the most important phase of all, 
our housing facilities* tfe developed the automobile and the radio 

to the point where they became integrated into the standard of living 
of the mass of the people; we covered the continent with a net­
work of high-speed, hard-surfaced highways; we rebuilt our factory 
plant and equipment along the most scientific lines. We also 
engaged in construction on an unprecedented scale— we constructed 
office buildings, bank buildings, hotels, movie palaces, churches, 
on a plane of affluence never witnessed before. In the field of 
housing construction, however, though the physical volume of new 
building was large, the quality in the main was shoddy, the cost out 

of reach of the mass of the people, and the activity governed more 
by speculative consiier&tions than by economic realities. There 

was but little improvement in the housing of the white-collar worker, 
the laborer, and the farmer. Kven among the more fortunate income 
groups, it becarue common for the head of tne family to work in office 
surroundings conforming to a higher standard of taste, furnishings, 

and general construction, than he could provide for hie family, for 
that family when it went to a movie, a hotel, or a church, to move 

in a higher standard of elegance than they were accustomed to at 
home, and for the children of the family when they departed for college
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to enjoy living conditions in dormitories and fraternity houses of 
a quality that would be denied to the ;a&jor portion of them throughout 
the remainder of their lives. In snort, even at tha of indus­
trial a-nd commercial prosperity immediately prior to the depression 
the gre&.t buik of our people nad become accustomed, almost as a mat­

ter of course, to suo-standard housing.
The probleu of modernized housing, therefore, not only deals 

with a great human needs; it discloses a great economic opportunity.
In the provision of naoitauions for human beings commensurate with 

the standards we h ve provided in other parts of our economy, there 
is scope for the full absorption of our surplus savings, for the 
full utilization of our surplus resources, for the full employment 
of our surplus labor* A moveraent for aiodernized housing, in fact, 

not here and there only, taut in every conminity, a movement that 
really measured up to the magnitude which the need and opportunity 
call for, would require labor, resources and skill on a scale hither­
to unseen, even at ths pre-depresBion height of our industrial modern­
ization. It is against a scale such as this that the potential­
ities for recovery that lie in the housing movement must be measured.

This sketch of the background of the housing problem should 
serve to indicate its far-reaching ends, its vast implications for 

human well-being. *ir. Hobsn of the Housing Division of the Pub­

lic Works Administration, whose paper follows this, will indicate 
to you some of the long-term aspects of the problem, some of the

-4-
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difficulties that mast be faced if we are to attain these objectives, 
some of the decisions tnat mast be made. On my part, the remainder 
of tnis paper will sketch briefly the emergency aspects of the problem 
and some of the emergency measures adopted toward its solution.

from the onset of the depression, economists h&ve become in­
creasingly impressed with the overwhelming importance of tbe con­

struction industry in the current b .siness picture. According to the 
latest study of construction volumes recently issued by the National 
Bureau of economic Research, the expenditures of the American people 
on construction of all kinds, including maintenance and repairs, 

totalled $15,900,000,000 in 1928. In 1929, it was $14,400,000,000, 
in 1930 $11,900,000,000, $y 1933 it had declined to $5,300,000,000.
In short, the decline in construction accounts for the direct loss 
of employment on the part of more workers than any other single in­

dustry. This unemployment has not been confined to the building 
trades, it has engulfed teamsters hauling construction materials 

to the site of activity; employees of railroads transporting lumber, 
brick, cement, plumbing, heating and electrical supplies; factory 

workers engaged in the processing of these commodities; lumberjacks 
and miners producing the raw materials from which they are made, 
mong the professions, it has thinned the ranks of architects and 

engineers, and among the service industries, it has dispensed with 
the labor of thousands of real estate brokers, mortgage brokers, and 

appraisers.
This huge total of construction volumes cannot be restored 

directly by a renewal of housing activities alone. In the 192S total

-5-
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of nearly $16,000,000,000 are included the normal construction out­
laws of our Federal Government and our states, counties and muni­
cipalities, amounting in the aggregate to a sum about e uivalent 

to the amounts invested in residential construction during the decade 
of the twenties and exceeding residential construction activities 
many times over during recent years. A second large segment of this 
construction total once consisted of commercial buildings of all 

kinds, such as office buildings and hotels. A third segment consisted 
of new industrial building: factories, railroad extensions, utility 

installations, etc. with the decline in general business activity 
these two latter types of construction have almost disappeared. A 
fourth consisted of commercial and industrial maintenance which h&B 
been held to a minimum in recent years because of the general policy 
of conserving cash resources. Finally, there is bousing, residen­
tial construction, wuich in 1 2̂8 amounted to over $3»000,000,000 

and by 1933 bad declined to one-tenth that amount. Of the major 
types of construction activities, ublic works have declined least 
during the depression, reflecting in part the sharp increase in 
Federal public works activities *nd tne assistance wiiich the Federal 
Government has given to the maintenance of construction on the part

of local public bodies*
Of the various recovery efforts ifhich are being instituted

to revive construction activity outside the field of orks financed 

from ublic funds, the stiaaalation of repair, maintenance, and

-6-
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aedernisation seeem to offer by far the greatest proaise for iaae- 
dlate results. I m  aro all probably aware of the organized efforts 
which thousand* of coinraanltieo have undertakes ia recent souths to 
bring hose to their people the desirability, more, the necessity of 
maintainlog, repairing, aodernising their hoaes, their office build­

ings, stores, factories, ia short, their physical properties of all 
kinds. This aovsaent is promising in so far as quick results are 

concerned, first, because a great need is present, for under the 

stress of the last five years proper provision for adequate main* 
tenance has been postponed in all too many cases; second, because 

work of this character can be inaugurated quickly— elaborate plans 
and long-drawn out preparations being unnecessary; and, third, because 
there has come sufficient revival In general business activity during 
the last two years to reawaken in owners a greater realisation of 
the need for the preservation and modernization of their physical 
assets than was present during the oonths that preceded the nadir 

ef the depression*
In the case of hoae owners, the Federal Oovenasent has gone 

further in its efforts to stimulate a renewed interest in adequate 
repair. Maintenance, and modernisation. It has appropriated 
$200,000,000 to insure banks, building and loan associations, finance 

coopaaies, In short, accredited financial institutions of all kinds 

which are accessible to the hcwe owner, against losses which they 

nay incur in extending small loans to borrowers who desire to repair 

or laqprove their properties* As a result of this effort, thousands
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of financial institutions are now learning to make loans to a class 

of people with whom in general they have not dealt before and for a 
purpose for which credit has been difficult if not impossible to 
obtain and, when available, has required the tender of mortgage 
security. Results of this movement to date indicate that there is 

a genuine legitimate demand for this new type of credit which will 
probably continue to be met even after the special aids now provided 

by the Federal Government have lapsed. Thousands of banks are making 
the acquaintance of a new type of customer. They are learning that 
small home-owner borrowers repay their debts by and large. In all 

probability, many of them will continue to make their facilities 
available to these people as a permanent service.

Stimulation of private activity in new construction as contrasted 

with repairs, maintenance, and modernisation offers greater diffi­
culty. In general, current business voJumes preclude the economic 

availability of any great volume of demand for new construction at 
this time in the form of office buildings, hotels, or extensions 
to industrial plant and equipment. Such demands will arise with 

revival but in general they will reflect revival rather than act as 

an initiating stimulus. In the field of housing, however, there is 

a greater immediate opportunity. Here too construction of new hous­
ing will be small in those neighborhoods where existing vacant struc­

tures of an attractive character are available and pressing on the 
market. There are areas, however, where revival has proceeded to the 

point where this condition no longer exists, and there are many other

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



Keproduced from the Unclassified / Declassified Holdings of the National Archives

areas where a renewed demand for housing is imminent. With the de­

cline in new residential construction since 1929 and the continued 

disappearance of existing structures from the market due to fire, 

demolition, or decay beyond nope of adequate repair, we are steadily 

approaching the time when a revival of new residential construction 

will constitute an urgent necessity rather than a desirable element 

in a recovery program. Hecent studies of the Bureau of Foreign and 

Domestic Ooraaorce snow that in scattered cities selected for their 

representative character, vacancies in the winter of 1933*3** were 

reduced to 6 per cent, on the average, of the total number of houses 

surveyed. Of this total, over ?. per cent consisted of structures 

unfit for human habitation. In tuese sane cities, doubling up of 

families in the same dwelling unit totalled 7 P«r cent. In other 

words, even as long as a year ago, a revival in business activity 

in these representative cities, merely sufficient to permit families 

to live by themselves without doubling up, would have more than ab­

sorbed the available housing facilities which were of a character 

suitable for human habitation*

A revival of new private residential construction, however, 

implies as an essential prerequisite a revival in mortgage financing, 

for home construction is dependent almost wholly on borrowed funds. 

Under the conditions prevailing during recent years, it requires 

more than thia, it requires the virtual reconstruction of the mort­

gage market—a major revision in the basic practices of mortgage 

financing as they have been developed in this country* I refer
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specifically to three fundamental defaots, first, the dependence 

oa second nortgage financing for new horae construction, finanelag 
that has been associated with practices sufficiently dubious to 

have acquired tho sobriquet *the mortgage racket*, second, to th* 
prevalence of first aortgages written oa a tkree-to-five-year basis, 
which were never expected to be repaid ia that short period— rather, 

it was blindly aasaaed as a mat tar of coarse, both by homa-owners 
and ffiort̂ â a ibvestors, that investment ftmda would ba available 

for thair refiaaneiag oa aaturlty; aad, third, to tha lack of adaqaata 
provision for liquidity of aortgaga investments, especially la period* 
of financial stress. Pane&tad with thaaa structural weaknesses, 
tha mortgage s&rkat approached a stata of collapa* aa tha dapresaioa 
developed. Owiag to losses sustained ia speculative building ventures 
during tha boos, second-nortgage financing began to disappear la 

aoaa localities as aarly as 1930» that restricting sharply tha avail­
ability of funds for &«« residential construction. %r 1 9 3 1t tha 

availability of fuads for tha refiaaaciag of axietiag first mortgages 
was affected, reflecting ia part aa unsatisfactory experience oa tha 

part of mortgage investors with home owners who had suffered serious 
loss of income as a consequence of tha depression, aad, la part, 

tha growing credit crisis with its araphasia tqpon tha necessity of 
increased liquidity for investment .0 rtf olio s. Under tha full impact 

of this crisis ia 19 3 2 and aarly 19 3 3* market for first mort­
gage loaas, including loans oa aa ueationed security, became frosaa.
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Institutions, which had hitherto specialized, in this tyte of invest- 

ment, finding that they were not as liquid as had been assumed, 

sought to diminish their aggregate outstanding commitments as rapidly 

as could be. There was a flight from mortgages as a class of in­

vestment and a universal desire to confine new investment to U* S. 

Government Kecurities and other highly liquid instruments.

The Federal Government has sought to mitigate this pressure 

by a variety of measures: first, through loans by the Reconstruction 

Finance Corporation and the newly created federal Hose Loan Banks 

to financial institutions holding mortgage portblios; second, 

through the direct refunding of mortgages on distressed farms and 

homes by the Farm Credit Administration and the Home Owners1 loan 

Corporation; and, third, through provision for the insurance of mort­

gages by the Federal Housing Administration.

This last phase of the general program for rehabilitation of the 

mortgage market is now in process of development and applies to sound 

mortgages on existing properties as well as to mortgages covering 

the financing of new residential construction. It provides for the 

genuine reconstruction of home financing and offers both home owners 

and mortgage investors protection from the vicissitudes which have 

been showered upon them during the past five years. To the home 

owner it offers, first, an avenue of escape from the hazards of 

second-mortgage financing, for first mortgages on good homes may 

be insured up to as high as 80 per cent of their appraised value.

This means that the prospective home owner who has accumulated savings
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to th* extent of twenty per cent of hit Investment will be permitted 
to borrow tho remaining 80 per coat in & single transaction; second, 

it offors tho home owner aa opportunity to acquire a debt-free home 
in twenty years, for thoso mortgages provide that tha principal of 
tho d*bt must bo amortised currently by small poriodie payments and 
psrralt this period of amortisation to run for as lone aa twenty 
years. Tha mortgage investor also is offered protection in this bow 

typo of instrument such as he has never had before. Ia the first 

place, before certifying a mortgage for insurance, the Federal Housing 
Administration mat be satisfied that the income aad prospects of 
the owner indicate that he will be able to carry the leas without 
undue strain. From the point of view of the investor this mesne 
that these Mortgages will possess th* same elements at security tiiat 
are enjoyed by the beet types of coastaier credit instruments. Fro* 
the point of view of th* prospective home owner it mean* that th* 
Tederal Government is introducing into mortgage lending an objective 

credit test based on credit standards derived from experience of th* 

home owner's ability to pay, thus increasing both the investment 
security and protecting the over-optimistic sales prospect fro* 
the persuasive powers of the less scrupulous type of real estate 

promoter. Secondly, these mortgages will possees the highest quality 
of real estate property as security. Insured mortgagee mist be 

secured by properties measuring up to high standards with respect
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Bot only to desif* haX also to workmanshipa quality aad the neigh­
borhood environment ia which they are placed* Ifcr Instituting these 
standard* as a prerequisite to insurance, the federal Government is 
placing its support back of housing officials, socially minded ar­
chitects and others concerned with protection of the home owner 
against shoddy housing aad protection of the comamnity against decayed 
neighborhoods and unsocial environmental developments, finally, in 

addition to both of these elements of security, which will give these 
mortgages new standards of quality as private investments, mortgage 
investors will enjoy all of the advantages that accrue to an invest­
ment insured by the federal Bousing Administration*

Although these measures have been designed frankly to meet an 
emergency situation, they possess long-term implications of far- 

reaching import. Host important perhaps of these long-term aspects 

are the effects which the various standards of Mortgage practice, 
Including those just indicated, may be expected to exert throughout 

the housing field. Because of the fact that the federal Housing 
Administration makes no loans of its own but instead makes available 

definite privileges to all types of private mortgage investors who 

meet its standards, it is in a position to promote the introduction 
of high standards of practice throughout a huge segment of our econ­

omic activities. Most important of these standards, probably,is the 

insistence that economic and social realities should be faced at the 

time when a capital debt such as a mortgage is contracted, and that 

the debt transaction snould not be consummated until and unless
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serlous consideration has been given to and adequate provision 

has been made for ail of tho aajor hazards that nay to expected 

to develop daring ths outstanding Xlfo of tho cooRitaont. In taking 
advantage of ths facilities opened op to thsm through tho national 
Housing Act, private mortgage investors of all types will he brought 
into close contact with these basic considerations and with the most 

modern methods that have been devised for their solution* It may bo 
expected, therefore, that these same investors will be stimulated 

gradually to adopt comparable practices with regard to other long* 

tens Investments that are not eligible for insurance through the aid 
of the Government.

first a-nong these is adequate provision for amortisation*
If this depression has taught us anything concerning debt burdens 

and the problems of over*indebtedness, it has taught us the value, 
more the utter necessity of adequate provision for amortisation. 

Long-term capital debts should be repaid gradually out of income 

during the life of the property which they were created to finance* 
They should provide in the original contract for such repayment and 
the original contract should be written for a period of sufficient 
years to permit the retirement of debt out of income. This Is not 

new. It is aa old principle of sound financial practice, more honored 
in the breach than in the observance* In fact, the laws of this 

country, federal as well as state, with their requirements for three* 

and*fivo*yoar loans, have actually forbidden important groups of 

homo mortgage investors from applying these principles. Had it boon
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honored throughout the long-term investment field during the past 
generation, our debt problems today would present a very different 
aspect. The introduction of amortisation practices throughout tha 
real estate field, in consequence, may be expected to produce 
profound changes in our future real estate problems. We may not 
find m  the future, as we do today, when we desire to convert aa 
infested elm area to other uses of a more economic and social 
character that we are continually brought face to face, not only 
with problems of excessive land valuation, but also with an almost 
inextricable interweaving of these land values with debts— debts 
held by investment institutions th&t are custodians of our savings, 
debts created in the past under highly different conditions but 
projected into a present situation where the values they once repre­
sented have disappeared. These debts have persisted because there 
was not sufficient appreciation at the time they were made that the 
most recurrent these of modern civilization is change and that in­
vestors of all men should attune their operations to the recurring 
rftytha of that theme.
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S/Ce C o m m i T T E E  /3r E c o n o m i c  R e c o v e r y
- - - 730 FIFTH AVBnUE - H E W  Y O R K  CITy- -

N A T I O N A L  H E A D Q U A R T E R S

O F F I C E  O F  C H A I R M A N  July Eighth,
1 9 3 5.

Dear Win:-

I was very sorry to have missed you in Washington.
I arrived the day after you left. Am leaving tomorrow for a 
six weeks’ trip to Europe to get a much-needed rest, and to 
study economic conditions over there. As you know, I am par­
ticularly interested in the housing situation, and intend to 
study, very carefully, housing experience in England. I cer­
tainly hope I will be able to see you almost immediately after 
my return.

While I am away, I have a suggestion to make to you.
Mr. Edward A. Gould, of the Bankers Bond & Mortgage Guaranty 
Company, #521 Fifth Avenue, New York, has been working with 
our Committee on a building report that we intend to have ready 
upon my return. His comes from Chicago, and has recently con­
nected with the above company. I feel that he has a vast 
fund of knowledge on the subject of home mortgages, and can 
contribute a great deal to the efforts of the Government. He 
has a very definite plan in mind in the formation of a company 
under Title III. For some reason or other he has not been 
able to make any progress in Washington. I suggested that 
he drop you a line and arrange to see you when you are in New 
York. In the event that you are not going to be in New York 
soon, I believe he would gladly go up to Cape Cod. When you 
hear from him, I hope you will arrange the appointment with 
him.

I hope you are having a real pleasant Summer. Will 
get in touch with you upon my return, which is now planned for 
August 19th.

Kindest regards.
SincenrfLy yours,

Chffitrman,
Mr. Winfield Riefler, COMMITTEE FOR ECONOMIC RECOVERY
Brewster, Mass.
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T R E A S U R Y  D E P A R T M E N T

WASHINGTON 

November 12, 1935

Dear Dr. Riefler:

Thank you for your letter of
the 6th.

I understand your point of view
now completely.

I fully agree that it would be 
wise for FHA to stresB the refinancing of existing 
construction during the winter season.

I was glad to hear from you again. 

Sincerely y ouys ,
“f  - '■

JL" V >

Dr. Winfield W. Riefler,
The Institute for Advanced Study, 
20 Nassau Street,
Princeton, N. J.

PGihh
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November 8, 1950

Dear Mr* Grimm

Thank you for your letter of Ootobor SI. I aa very sorsy that 
there has beau any misuaderstattling of views on the question of the 
relative «uphasia to bo placed on am  construction os coapared with refinanc­
ing under Title II of tho national Homing Aet*

Broadly and funti&Eteatally speaking, it is ay vim that both 
phases of the Act suet bo eaph&slsod, namely, that while our objectives are 
(1) revival of employment in the building industries, (2) Improvement in 
standards of housing of our people, And (s )  reorganisation of tlio nortgage 
narkot upon a sound basis, the abocBnpliahaent of those high objectives requires 
not only adequate provision for the financing of am? construction but also 
provision for the refinancing of existing properties* An analogy to my 

thought Elicit be dratm from tho automobile mrkefc. iivery experienced automobile 
man know that you oannot build aad market new oaars unless yolk have at your 
disposal a thoroughly sound and funotioning market for used oan taken in 
trade* I believe it is equally true that you will not exporienoe a real 
revival of new building until the financial problems that enotariber aimers of 
existing property are cleared away*

So much for sy general position. In tenae of strategy, it has
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Ur* Peter Grimm November 6, 1955

been wy feeling that Title II oould be made to function more quiolcly by oonoe. 
trating a ntjor portion of effort this winter on refinancing. As I told the 
Secretary, vie are now entering the season of dullness in net? construction and 
efforts towards the stimulation of building as such oe.rrr.ofc be er'.pêt'r! to bear 
great fruit until next April or May. Y'o can strengthen o«r or-̂ nis&tion 
enormously during the winter by concentrating on refinp.noing e.n’ thun be in a 
position to stimulate new construction to the full vrhen seasonal factors again 
became favorable in the spring.

Very truly yours,

wujfikj.j) Ti. pr-mn

Hr. Petor Grima 
Assistant to liio Secretary 
Treasury .-.bparteent 
Washington, D. C.
\?ui/ JSL
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T R E A S U R Y  D E P A R T M E N T

WASHINGTON

October 31, 1935

Dear Dr. Riefler:

The Secretary mentioned to me this week 
that he had seen you and that you mentioned a misunder­
standing on my part of the views you expressed respect­
ing new construction under Title II of the 1'IHA.

I should most sincerely regret having re­
peated your statement inaccurately. But my recollection 
then and nov/ is that it was in your mind and in the minds 
of those associated with you in the drafting of the Act 
that new construction was not to be financed at all and 
that the financing of new construction was more or less 
forced into the Act by subsequent considerations. You 
may recall that I expressed some surprise at the sugges­
tion that this phase of FIIA activities might well be sub­
dued, and that at that point I asked Jeff Coolidge to 
join us as his thought ms so much at variance with yours*

However, I know how easy it is to misinter­
pret another's views. While I should deplore falling 
into that error in any case, I should particularly deplore 
doing so in yours because of the weight -which I attach to 
your judgment in this extremely important field.

If you can conveniently do so, I will ap­
preciate an expression of your thought on the question 
of emphasis on new construction as compared with refinanc­
ing existing construction under the Act.

Sincefely yov/rs^)
" f

Dr* Winfred Riefler, 
Princeton University, 
Princeton, New Jersey.
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Decenber 10, 1936

Governor lode# KfU B&ttera for discussion at
J. II, Delger tomorrow's luncheon.

X think that Mr* McDonald's invitation to you and m  to M tt 
bin at luncheon tomorrow with Mr. Walsh and Hr. Catherine la due ia psrt 
to hla desire to have Saleh and Catharine hear youp views on the FHA 
and in larger part to hie dee ire to fern a sort of working alliance 
with you an the 1936 progren.

In the conversation at last week's luncheon, jou hit out 

pretty hard at the IBi set-up, particularly fron the standpoint of 
tho operating personnel in the regional and local offices* At the 
ease tine you evidenced a good deal of support for eone of the neasuros 
that the Freed-Holey group has been pressing, not so neb through the 
THA aa through the Federal Bene Loan Bank Board aad the Departnent of 
Conneroe*

Hence I should like to analyse briefly those two aspects of 
the natter— tho FHA set-up and the 19M porogra*— before we get into the 
discussion of then at tomorrow's Itatoheoh*

The bulk of the FHA business under Title II has cone thus far 
Aron the ■ saber banks of ths Federal Reserve Qysten. The banks generally, 
nenber and nan nsnber, account fer about TO par eent of the business, 
but nost of this is fron ths nenber banks* The nenber banks also have 
anong than the largest volwm of ftnds currently available for nartgage 
investnsnt— considerably nore than is held by any other class of in­
stitutions*
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B*chub* of the** very practical considerations, I luiva 
argued that th* obvious way to edvane* th* FHA program 1* for th*
THA to hav* th* kind of set-up that* on th* on* hand, will via th* 
confld*ne* of a such larger master of banka and thus result in a 
much larger and sor* widespread nuaber of approvod-aortgag** banka, 
and, on th* otitar hand, *111 oreat* aaong prospective borrowers a 
larg*r deaand aaong these bank* for th* FHA type of *ortgage loan*
It is my opinion that th* FHA docs not haw this typ* of s*t-up, 
and I should therefor* Ilk* you to press this view tonorrow.as deal­
ing with a situation that definitely n**ds to ba n*t quit* apart fro* 

th* 1930 prograa.
Sosa of th* hast aoartgag* a*n 1 know hair* stat*d without 

qualification that th* FRA has *stahlish*d a sounder systsa of ap­
praisal praotic* than aiqr prlvat* institution has war devised. fh*y 
t*ll a* that thay hav* adopted its standards r*gardl*ss of wh*th*r or 
not they insur* th*lr loans with th* FHA* They count th* standards as 
on* of th* notabl* contributions of th* Sew Deal to th* field of aort-

gag* financing*
la other words, a loan and* according to FHA standards £& a 

prime iav**ta*nt. it is such an investment « vw without th* ultiaat* 
guaranty afford*d by th* F*d*ral Gov*rna*nt*

But to *stalillsh tho standards Is one thing and to *nfore* 
the* is another aad quit* dlff*r*nt thing. Too aany banks, 1 an afraid, 
hav* th* iapr*sslon that th* practle** of th* FHA ar* la* snd that this
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laxity Is due to high-pressure proaotion aethods which put th* eaphasis 
on voluae rather than an quality. Instead of regarding the THA aa 
affording a good business aschanisa through which tocpen up sore freely 

not aortgage loana, the banks are inpreaaed by the feet that the regional 
and looal offioea are under great pressure froa Washington for voluae at 
any price. The inevitable result, aa 1 aee it, ia to defeat the very 
objective that the THA ia preoccupied with— namely, voluae*

The point about thia that I would call particularly to your 
attention ia that the responsibility for whatever laxity there aay 
be ia right here in Washington, not in the regional and local offices.
X think that you aay tend to overeaphasise the shorteoaings of the 
regional and looal personnel and to ascribe to theee aen faults that 
are largely due to the kind of pressure they are under froa headquarters# 
1 know, of course, that the THA got off to a political start, but it 
also started with the fallacioue notion, in Mr. Moffett*s classic phrase, 
that the THA is "purely a selling proposition.*

In its approach to the banks, ths THA has in opinion re­
lied altogether too auch on the indueeaent of high interest rates* 
Manifestly, a low interest rate for a long-tera loan was the potent 
aeans that the THA had for creating a deaoad aaong borrowers for the 
THA type of loan. The groundwork for this deaand was laid in the 
publicity that preceded and accompanied the passage of the Housing 
Act. But after a year and a half of TBA operation the 6 per cent rate 
eonteaplated in the Act as the aaxiaua except under unusual circua-
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stanoee haa not yet aaterialised, though a lower rate would bow ba 
easily possible If tha 5 par cent rata had been established at tha 
outset*

Lika tha high-pressure proaotion and tha tendency toward 
laxity that ia ita counterpart, tha high rates of interest main­
tained ty the FHA have ia ay opinion been a deterrent rattier thaa 
aa iaduoeneat where the hank* are concerned. The rates of 6$, 8, 
aad 6$ par ceet, which tha FHA haa aatabliahad fro* tiae to tiee, 
have been riiolljr out of line with the prevailing rates oa high- 
grade investments. The result here, I thick, haa bam to cheapen 
the FHA type of aortgage ia the alnds of bankers aad to raise the 
question, at leaat subconsciously, whether there is not after all 
eoae doubt aa to the quality of the aortgage* insured bgr the FRA« 

la other wards, 1 have argued that the banks would place 
a aueh higher value an the ultimate guaranty of the Federal Govern- 
aeat on th* FHA type of aortgage if the return on these Mortgages 
were in line with the return oa other priae long-tem lnveataeata.
I have said that the THA cannot "bribe" banks late asking loans by 
offering a rate a point or half-a-point above the aarket, but that 
it coaid induce thea to lend by using a low rate to eaphfcsise high 
quality*

If you agree with thie view froa a banking standpoint, I 
should like you to eaphasise it tono row as well as the need for
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••king the practice* of th* VBA eonfor* to its *uch-adTert lsed 
standard*.

Th© point about th* Freed-Holey program to which I would 
particularly call your attention is that it ia directed to the 
■outs* rather than to the *lna," It looks toward aortgnge fln&nclag 
through the building and loan associations and toward housing pro­
motion through the Department of Cohmtc*. Its eaphaais on the 
building cad loan associations la due to its drawing a Blet*k*a 
analogy between ths* end the British building societies, disregard* 
ing th* fact that th* widespread holding of available funds for Mort­
gage lending in this country is aaong th* banks and that th* funds of 
our building aad loea associations ar* pr*tty sueh depleted. Personal 
differences between McDonald and Freed sad personal relationships be­
tween fr**d aad on* of Secretary Roper* s assistants account la larg* 
part* I think, for th* proposal to take FHA out of th* houelag- 
proaotion field and turn that work over to the Department of Co«»*rc*.

Th* points about th* Fr**d-Hol*y program that X aa in ac­
cord with are, first, th* Mtphasls on th* type of housing for which 
ther* is virtually an unlimited *ark*t, and, second, th* opportunity 
for larger units to operate profitably in the low-cost bousing field. 
Th*s* ar* th* two aspect* of th* British housing prograa that hav* 
b**n chiefly responsible for its aagnitud* aad its euccess.

The Freed-Moley group gives a greatly alstakea impression, 
la ay opinion, la attaching primary laportanc* to th* lew rat* of 
iat*r*st sad to tii* small down-paymant, aad *sp*elally la regarding
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th* la tte r aa read ily  adaptable to the situation  In  th is  country*

Th* housing boos lit Qreat B rita in  began when tha in te re st rate  

charged ty tha building so cieties wmi close to 6 par can t. Tha 

rata f a l l to 6 | per cant a fte r tha boo* was w ell under way and 

reached 4& per cant only la  th* la tte r part of la s t year, two and 

a h a lf years a fte r the boom was texMtafltMtfx started .

Aa to the 10 per cent dom-pay»ent, that la  aad* possible 

toy the e lse  and fin an c ia l re sp o n sib ility  of the B ritish  b u ild in g  

companies. These companies "go on the Mortgage” In  th* saw  wsy 

that owr automobile daalers» fo r exaaple* are partlea to automobile 

sal*-contracta with finance ocapanie*. Th* B ritish  bu ilders leav* 

part of th e ir Investaent in  the Mortgage w ith th* bui ld ing society 

u n til the aortgaga Is  paid dom to about 76 par cent, 1* do not 

yet haw* operators who are capable of doing that* Our hoae-buiidlng 

is  carried  on by thousands of s« a ll developers and contractors 

operating on a shoe-string , whereas aost of th* tonllding in  Great 

B rita in  is  don* b&* a handful of big companies*

The best explanations of th* B ritish  boo* that I  haw* 

seen are those given by the te st« ln st*r Bank and Igr th* London 

fteonoalst* The g is t of th e ir explanation la  that the housing boon 

is  attribu tab le to great advances in  wages, to great reductions in  

the p rices of food and clo th ing , to the successfu l operation of un~ 

eaployment insurance, and to the resu ltan t increased purchasing
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power flowing into the housing fie ld *

F in a lly * the eaaeatia l axaaple to be draan fo r us ia  

that the houaing booa ia  Great B rita in  la  a booa in  low-cost 

houses* Ihe p rice  range la  trm  #2,600 ta  $4,000, and tha average 

la  about 11,000* Hy argument, in  substance, la  that we have aa 

anaraoua potential aarket aaong fa a llie e  that can buy houaea on 

a down~pay*ent of #800 to $1,000 and a aonthly payment of #90 to 

*40 under the THA set-up. These would be houaea in  a p rice range 

of $4,000 to $5,000* X th ink that th ia  ia  the very beat that wa 

oan do on a large aoale under our existing  ooat structure*

Much aa 1 should lik e  to aea a fu rther reduction of 

the in te rest ra te , aad certASn aa I  an that the mortgage aarket 

would accept i t ,  I  do not aea how i t  can become an important 

facto r exoept in  re la tio n  to the type of houses fo r which there 

la  a large aarket* I t  is  p ria a rily  the to ta l cost of the house, 

aad not a d ifference of half-a-po in t or one point ia  the in te rest 

ra te , that detexwinaa whether or not the borrower oan carry tha 

monthly charge*

Which is  a way of eayiag, in  abort, that governmental 

propaganda aad governmental inducements should be focussed on the 

price olaaa where the potentia l volume ia *
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Fe d e r a l  h o u s i n g  a d m in is t r a t io n

WASHINGTON

STEWART MCDONALD 
ADM INISTRATOR

May 17, 1938

Dr. Winfield W. Riefler 
Institute for Advanced Study 
69 Alexander Street 
Princeton, New Jersey

Dear Win:

At the suggestion of James Roosevelt, I invited my old 
friend, Gerald Lambert, of Princeton, New Jersey, to come to 
Washington in the hope that we might press him into some kind 
of governmental service. He is an exceedingly resourceful man, 
and is gifted with a quick mind which operates in channels not 
marked by the usual lights and buoys.

We hope that, among other things, his ingenious mind might 
crack what appears to be the inner-tomb of the housing pyramid —  
namely, putting construction of homes on a wholesale basis.

Y,’e have had some excellent moving pictures of the English 
method made by Pathe, and are in the hopes that through these and 
some idea which Mr. Lambert may conceive, we will not only awaken 
further interest in housing, but set it on the right channels in 
respect to lower costs, wholesale prices, and elimination of labor 
rackets. Next time you are in Washington, don't fail to remind me 
to show you these pictures.

Of course, we are immensely pleased with the way the Federal 
Housing Administration is moving right now, especially as we are 
apparently running contrawise to all other indices. The accompany­
ing chart will give you a very good idea, and in addition to thia,
I might say that the large scale housing operations are beginning 
to take hold and the renewal of Title I has been exceedingly ef­
fective, inasmuch as approximately Three and One-half Million Dol­
lars' worth of strictly modernization notes is being reported weekly.

The fact remains, however, that small homes are still built 
at the cobbler's last by an army of small contractors, and while 
they do not as a rule employ union labor and are not subject to the
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Dr. Winfield W. Riefler May 17, 1938

building rackets as much as large scale housing operations, they 
are, on the other hand, built at a terrifically high cost, due to 
the fact that these small operators must not only pay retail prices 
for the building materials, but generally are charged extra on ac­
count of poor credit —  and all this goes on the price of the house.

I have asked Mr. Lambert to give you a ring, as I know you 
will enjoy chatting "housing'" with him, and if it is not calling 
upon you too heavily, I am hoping you will give him something of 
the "background of the Housing Act, in which you were so largely 
instrumental in establishing.

With best wishes, I am
Sincerely yours,

Stewart McDonald 
Administrator
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Tw o -f i f t y  P a k k  A v e n u e

October 6, 1958.

Winfield W. Riefler, Esq.,
Institute for Advanced Study,

Princeton, New Jersey.
Dear Sir:

Mr. Lambert is not in the office but 
requested that the enclosed copy of Outline of a 
Plan in connection with housing be sent to you.

lours very truly,
„  />

y  ,44.̂ ’ . •'-V.

Secretary to 
Gerard B. Lambert.

HFM:T
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OUTLINE OT A PLAN TO INTEREST PRIVATE CAPITAL IN 

THE CONSTRUCTION OF LEW-COST HOUSING

In his message to Congress on November 29, 1937, the 

President said*

•Th* long-continued lag in building is a drag on all 
Industry and trade. This presents an urgent problem which 
is the common concern of industry, labor, and government. 
All business needs the infusion of orders and the diffusion 
of purchasing power that cone when building is thriving. 
Great numbers of people look directly or indirectly to 
the construction industry for employment. This industry, 
to a greater extent than any other, can put idle funds to 
work and thus speed up the circulation of the Nation*s 
money supply. This, in turn, would increase national 
income, reduce unemployment, and as a result contribute 
toward a balancing of the Budget."

This quotation may be supplemented by the statement 

that if private capital does not provide sufficient housing in 

the lower income groups, expenditures of State and Federal funds 

to meet an insistent demand will increase the burden on the tax­

payers of the country.

Object of flm

The object of the plan is to induce a form of capital, 

not now actively employed in housing, to invest large sums in 

low-cost housing. The capital referred to is that which is 

ordinarily invested at a low rate of interest, and which would
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not engage in purely speculative building. A further object 
is to employ this capital in the fora of large corporations,
30 that the obvious advantages of quantity building and opera­
tion may be utilised.

The Market Available
Generally speaking, private capital has never erected

new dwelling units for rental or for sale which are planned for
immediate occupancy by those in the lower income groups; hence
a large untouched market exists in this field* Of the 12,000,000
urban rental families in the country—

U million pay rent of less than $5 per room per month 
5 million pay rent from $5 to $10 per room per month 
3 million pay rent of more than $10 per room per month

For the first group some provision is being made by th© 
activities of the United States Housing Authority, although the 
recent appropriation for that purpose will eventually take care 
of only about 200,000 families. Of the last group only about
60,000 fanilies are being provided for by the erection of rental 
units. The very large undeveloped market is for those families 
in the middle group paying rent from |5 to $10 per room per 
month.

ThePjja,

If private capital, not now engaged directly in build­
ing, could be directed to a market not now being touched, the
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result on our national income would be equivalent to the 

discovery of *  new industry. The plan proposed herewith 

should accomplish that result.

It is suggested that a new type of corporation shall 

be recognised in Federal law. These corporations sight be 

called Limited Profit Housing Corporations. They could be 

incorporated in any State.

Securities of the corporations would, be limited to 

a maximum return of A per cent on the capital invested, and 

no profit could accrue to the corporation or investor beyond 

this return* To accomplish this, it is proposed that the in­

vested capital be returned to the investor by yearly payments, 

and that a U per cent return be paid only on the amount of 

capital outstanding in any one year. That is to say, the 

investor shall receive annually an even amount which will 

return the capital over a period of years and yield a return 

of 4 per cent on the amount of money still invested in th* 

property in any one year. When any given housing unit has 

returned the capital and 4 per cent thereon, the unit mast be 

turned over to the community if the houses were built for rental 

purposes, or to the occupants if built for sale.

In the ca*e of a rental project that is to be turned 

over to the community after the retirement of the capital, it 

is reasonable to expect that, before the project is undertaken.
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arrangements could be aide with tha municipality, because of 

tha acquisition of such a valuable asset, to accept local taxes 

only in tha amount required for essential services to tha 

property* Thia saving in current taxes would reduce one of 

the substantial charges which make for higher rentals, and yet 

the arrangement would eventually afford the municipality a 

property producing for it a revenue exceeding that ever ex­

pected fron taxes. In other words, the community acquires s 

capital asset and a source of revenue* which together say jus­

tify a narked reduction in local taxes* The community can, of 

course, use its discretion in the case of each housing unit, 

as it would have no forced obligation under the Federal lav*

The eventual ownership by the connunities of properties of this 

sort would constitute a distinct advance in social control* In 

fact it would be advisable to provide that the community may, 

in its discretion, obtain a property at any time after fifteen 

years fron tha date of ita construction by payment of the out­

standing anount of the invested capital*

The required release of the title to the property 

«Il»laat«g *11 d«gire or ooaalbUlty of sacculation, and 1b  doing 

so permits lover rents or lower nonthly payments* A study of 

rental projects now being built by private capital discloses that 

ths desire for speculative profit is a large factor in ths pre­

vention of low rentals*
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It is proposed that corporations tinder this plan shall 

have no mortgages, thus eliminating the various charges, other 

than Interest and amortization, which are incidental to mortgage 

financing*

With such a plan as outlined, the maximum financial 

charge v iU  be limited to the return of the capital by amortisa­

tion, and earnings of U per cent on that capital. As no specula­

tive profit would be possible for the investor, the security for 

the investaent would be sought by reaching the mass market of the 

low incone group. Such an objective offers &n incentive for 

capital in large blocks to use its facilities to lower building 

costs by quantity baying of materials, is proved methods of build­

ing, and steady employment of labor.

control of fernlqgi

It is proposed that, although the rate of return for 

these securities aay not exceed A per cent, the rate for any us* 

issue say, if circuastances warrant, be B a d e  less than 4 per cent 

by joint action of the Secretary of the Treasury and the Federal 

Housing Administrator. This provision would prevent any possible 

conflict with Federal financing, and also would afford effective 

control by the Government if further expansion of these corpora- 

tiona is considered inadvisable*

Inducement to Capital
Having set up the mechanism which In operation mould

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

certainly orovide new housing for the income group not now being 

reached, it is essential to include in the plan & factor that Is 

a strong inducement to capital to make the investment.

This is true because, as outlined, the plan requires 

capital to limit its return— to t-ive up all chance of profit*—to 

forego any guarantee of its investment or earnings—and to offer 

control of its rate of return and future expansion to a govern­

mental body.

The inducement should be consistent with the policies 

of the Administration and of the Treasury Department. It should 

also be of a character which will actually attract capital in 

large amounts and for continuing periods. The inducement sug­

gested herewith complies with these requirements.

It is proposed that all revenue accruing directly to 

individuals from these corporations shall be subject to all 

Federal Income taxes, but that on account of the public good 

resulting from the investment a reward or subsidy be permitted 

in the form of a deduction from the final tax figure, which 

deduction is equivalent to the surtax on incoae froa these cor­

porations up to ten per cent of an individual*s income froa all 

sources, including tax exempt securities.

In other words, an individual aay invest in any amount 

of these securities, and the usual income taxes apply, but ths 

tax on an amount up to ten per cent of his total income, as far
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as it m j  com from this type of corporation, shall be offset 
by a deduction equivalent to th* surtax on that part of hi* 
incoae. For exaaple, if an individual has an Incoae froa all 

source* of $100,000, and $40,000 of it is from these corporations, 
a deduction of the equivalent of his surtax on (10,000 is allowed* 
If only |5,000 of his Incone cones fron these corporations, a 
deduction equivalent to his surtax on $5,000 is allowed*

It is clear that this provision eak.es it inpossible 
for persons of high income to retire behind these securities in 
an effort to avoid their proportionate share of Government ex* 
penses* Corporations holding such securities do not present any 
surtax problan. In the case of the limited profit housing 
corporations thenselves, the very nature of their operations 

would suggest that they be relieved altogether of Federal taxes 
on corporations, or else be given a substantial credit or reduc­
tion that the low-rental purpose would require.

It has been stated above that the proposed inducement 
to capital would be consistent with Governs ant policy* This 
statement is true for two reasons*

I* The Government has found it wise and necessary to 
offer sane aid to pronote various housing activities* In the 
case of the Tfaited States Housing Authority very substantial 
subsidies are offered* In the case of the Federal Sousing id* 
ninistratlon a contingent liability is mtdertaken* The assistance
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or subsidy suggested here applies to the income group lying 

between those benefittod fay the activities of these two agencies* 

In this case, however, the operation of the plan results In no 

disbursements by the Government, no contingent liabilities of 

the Government, and in fact an increase in the net revenue of 

the Treasury* This increase in revenue comes from Federal taxes 

on the stimulated Industrial activity resulting directly from 

the investment, and that increase can be shown to be greater 

than the tax deduction allowed*

II* Granting of tax deductions, as proposed for an 

inducement, is consistent with the President*s message of 

April 14, 1938* Furthermore, the usual objections even to tax 

exemption do not apply.

The usual objections to exemption are as followst

I* Tax exemption has a tendency to withdraw funds

Under this plan, on the contrary, capital would be 

withdrawn from an inactive state to stimulate an industry readily 

susceptible of expansion*

II- Tax exemption results in a decrease la the revenaea

Under this plan there would be a net increase in the 

revenue of the Treasury, not otherwise obtainable from the build­

ing industry*
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IXX. Tax exemption on municipal issues has a tendency 

to bring about unnacaaaarv lncreaaea in the debt of communities 

became of ease of borrowing.

Under this plan no new debt to the municipalities is 

involved. On the contrary, they will receive a permanent asset 

and a new source of revenue. Moreover, any unearned increment 

in the properties will run to the municipalities rather than to 

private owners.

1% so c4a^.l^M ,,^t .,w ea^^g ,,a^r .m »

completely avoid their share of Government and State expenses 

by investing In tax exomot bend*.

Complete or even a material avoidance of income taxes 

is impossible under tho plan proposed.

The tax deductions proposed are in return for a direct 

social and economic benefit. It should bo pointed out, however, 

that these deductions accrue to an individual in decreasing amounts 

each year, and the returned capital must be reinvested, probably 

in new construction.

In ConclusionWmrnrnSimmBmSSmSmmmOmm

The most Important single stop necessary to achieve 

lo*-cost housing with private capital is the creation of largo 

investing corporations, employing their financial resources and 

technical skill to lower building costs. The proposed plan should
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bring about this desired result. It is essential, however, 

that all component parts be permitted to function la combina­

tion, otherwise the present untouched market will not be 

reached*

October 4, 193®
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April I9H0

Mr. Henry Bruere* President 
The Bowery Savings %mk 
110 last h?nd Street 
Hew York Oity

Sear Mr. Brueret

ĥnnlr 70a for your letter of April 2 5th enclosing the 
opening pafpss of your article on the F.H.A. My recollection 
is not to0 accurate. I reraeinber tainting over with you the 
problesi of the ®ortf*?v?o Bark#t nnr? the building industry in 
the early fall of 1933• * know also that at that time agr 
chief preoccupation 'mg tn devis?© a sjortfn^e in«trument that 
would elislnate the second m rtt'n/**. 1 kno-r. that I had not 
yet conceived of th# insured nsort̂ jŷ e aa of that time* the 
idea came to ee ground the end of the year, I Relieve in the 
first days of January, 193^- were all greatly concerned 
at that time with the collapse of the mortgage guarantee com­
panies nr*d were trying to devise financial machanierne that 
would work against a recurrence of such coll apse 9 in th® 
future. It is altogether probable, th-rr^fore, that w© covered 
the mort^a^e guarantae coapaniaf? in mir -conversations, In 
fact, I hr>ve dir. recol’ect4ona of £oinr over that situation 
^ith you at various times during 1^33•

I have no objection, of course, to your makitifT reference 
to our conversations at that time.

Very sincerely yours,

Winfield *. Hi*fier
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T h e  B o w e r y  S a y i n g s  B a n k
1X0 E A S T  42nd S T R E E T  

N E W  Y O R K

H E  N "G Y  B  R  U k  R  E  

P R l iS ID l 'X T

April 25,m o

Dr. Winfield W. Riefler 
Princeton University 
Princeton, New Jersey

Dear Dr. Riefler:

I am writing a little piece on the F.H.A., 
for one of the bank journals.

Will you be good enough to look over the 
enclosed introductory paragraphs in which I 
have taken liberties with your name? If my re­
collection is incorrect in whole, or in part, 
will you be good enough to suggest any changes 
to conform with the facts?

I would like to have your consent to make 
these references to you.

Yours very sincerely,

HB-enc.
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Epitaph for the ISA Graveyard

Here lies the single mortgage,
Sound, amortized, chaste,
The foe of all fake values,
Th® scourge of debt and waste.
FHA's chief stock in trade,
Praised throughout the land 
Then sacrificed to suit the taste 
Of the retail luaber band.
Proud, aloof and celibate 
It scorned the motley fray 
It wouldn't flirt with second liens 
It wasn't made that way
John Fahey tried to strike it down 
With foul and deadly blows 
But Dr. Fisher rose in wrath 
And trapped on FRhey's toes.
McDonald, too, put in some licks,
Was even haard to say,
He*d sea old John secure in hell 
Before he’d give away.

Then when all seemed fairly won,
And it feared no more attack,
A subtle group it thought its friends, 
Just knifed it in the back.
But be not too dismayed, good folk 
When you read this epitaph,
Me thinks that from the tomb will come 
The last and choicest laugh*
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