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In recent discussions of the d isappointing rate of 
grow th of the U nited S tates economy over the past 
three years , residentia l construction has frequently 
been singled out as a  contributing factor. Despite 
encouraging strength  in hom ebuilding activ ity  in re
cent months, the trend since 1959 fails to d isp lay the 
expansionary v igo r characteristic of the preceding 
dozen years . T h is slowdown in the rate  of advance 
of this im portant a rea  of the economy has raised  the 
question of whether basic changes in supply and de
mand conditions over the past few years have altered , 
if only tem porarily , the role p layed by housing in 
supporting business activ ity  over most of the postw ar 
period. The follow ing paragraphs consider the p rin 
cipal points raised  by observers in a  broad reappraisal 
of the housing m arket that has been in process over 
the past two years . It is im portant to note that th is 
reappraisa l applies only to the near-term  future. A s 
explained below, most observers agree that the long- 
run prospects for housing continue good.

HOUSING IN THE FIFTIES Between 1946 and 1959 
housing w as a  m ajo r factor of strength in the econ
omy. A n idea of its im portance in sustain ing the e x 
pansion of business over this period m ay be had from 
the chart on page 3. B ureau  of the Census data 
show private nonfarm housing starts m oving up 
strongly in the ear ly  postw ar period, r is in g  from 
some 660,000 in 1946 to ju s t under 1 m illion in 1949. 
T hese starts  peaked in 1950 at 1,352,000 (a s  m eas
ured by the old se r ie s ) , then dropped to around the 
1 m illion level in the years  of the K orean conflict. 
From  this level, they trended irreg u la r ly  upw ard 
until 1959, when they substan tia lly  regained the rec
ord 1950 level. T otal outlays on residentia l con

struction followed the same genera l pattern .
The old method of co llecting data on housing 

starts, as represented in the line labeled “old series ,” 
understates these starts by an estim ated 5% to 15% 
in each year. A ccord ing to th is series, total starts 
in the period 1946-59 amounted to approxim ately  

m illion. A ctual starts  in th is period w ere per
haps closer to 18 m illion, or more than three tim es 
the number in the preceding decade and a half. T h is 
was also about tw ice the increase in the num ber of 
fam ilies between 1946 and 1959 and indeed cam e to 
more than 40%  of the total num ber of fam ilies in the 
country in the la tter year. Throughout this period 
the most w idely  expressed  concern respecting the 
housing m arket wras its in flationary potential.

HOUSING AND THE CYCLE A part from its contri
bution to genera l economic expansion, the housing 
m arket in the 1950’s came to be looked upon as an 
im portant stab iliz ing  force in the economy. Ob
servers reasoned that fa lling  in terest rates accom pany
ing a decline in business encouraged home build ing, 
which stim ulated the demand for durable consum er 
goods and thereby promoted business recovery. B y 
the same token, r is in g  rates in expansion periods 
w ere viewed as d iscourag ing housing outlays and 
tending to dampen business booms.

Such contracyclical movements in housing can be 
seen in the chart on page 3, w here the four postwrar 
recessions in genera l business are represented by the 
shaded areas between the lines labeled P and T  (for 
peaks and tro u gh s). The open areas of the chart 
represent periods of recovery and expansion. In the 
first two recessions both starts and expenditures 
moved up strongly w hile genera l business wras de-
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Departm ent o f Com m erce-Census Bureau data on housing starts and res identia l construction put in p lace are w id e ly  used as ind icators 
o f housing m arket cond itions. Shaded areas represent periods o f business decline. Three-month m oving averages dam pen sw ings.

d in in g . A  s im ilar, though less pronounced, m ove
ment is evident in the 1957-58 downturn. In each 
of the recoveries follow ing these recessions both starts 
and expenditures peaked out and moved to lower 
levels w ell before the business expansions reached 
their h igh points.

THE SAG G IN G  SIXTIES L ack of vigor in the be
havior of starts and outlays since 1959, as is evident 
in the chart, has raised  doubts respecting both the 
grow th potential and the stab ilization potential of the 
housing m arket. The movement from record levels 
reached in 1959 has been predom inantly dow nw ard, 
and until recent months both starts and outlays re 
m ained w ell below levels typ ica l of much of the 
1950’s. M oreover, in  the 1960-61 business recession 
both starts  and outlays moved down w ith general 
business over most of the decline.

U ntil recent months, the perform ance of housing 
in the present business upsw ing had been especially 
disappointing. The basis for th is disappointm ent can 
be seen best in the chart on page 4, which compares 
the movement of m onthly data on housing starts  in 
th is recovery w ith  that in three earlier recessions. 
It is c lear from this chart that, until recent months, 
the rate of recovery of housing in the present expan
sion lagged w ell behind that in the 1949-51 and 1958- 
59 expansions. For ten months, the present recovery 
p aralle led  closely that in 1954-55. But, as the chart 
shows, housing starts entered a steep decline last 
N ovember and by F eb ruary  w ere at a level not far 
above the recession low reached in December 1960. 
The im provem ent last spring, while substantia l, has 
failed  to b ring  this series to the peak levels reached 
in 1959. M oreover, it has not altogether dispelled

fears that the curren t housing m arket is not as strong 
basically  as in the 1950’s.

T here are tw'o reasons for this. In the first place 
the new  series on housing starts, instituted in 1959, 
has proven more vo latile than the old. Q uite large 
short-run  changes are  not unusual. Some observers 
consider that it is accord ingly prem ature to interpret 
the recent increases as evidence of a sustained re 
new al of the upsw ing. In the second place, there is 
the possib ility that the M arch -M ay figures include 
a  large  num ber of starts postponed from the w inter 
months. If, as some observers suspect, unusually  
severe w eather pushed m any starts from the Novem- 
ber-F eb ruary  period into the spring months, the re 
cent increases can hard ly  be expected to continue. 
P re lim in ary  figures for June (not shown in the ch art) 
indicate a  12% decline from the M ay level.

Nor, so far as some observers are concerned, is 
there any comfort to be derived from the roughly 
para lle l w eakness in housing starts in the 1954-55 
recovery, when despite this w eakness general busi
ness reg istered  a strong and sustained expansion. 
The w eak perform ance of the housing data in 1954- 
55 was associated w ith  tight m ortgage m oney, ris ing  
in terest rates, and more stringent m ortgage term s. 
B y contrast, the current m arket is characterized  by 
abundant m ortgage m oney, declin ing in terest rates, 
and easier m ortgage term s.

BASIC FACTORS A  num ber of factors have been 
adduced by observers in explanation of the apparent 
slowdown in housing since 1959. Taken together, 
these factors appear to point to the conclusion that 
the present housing m arket, in term s of basic supply- 
dem and conditions, is less strong than in the fifties
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Until last spring 's  sharp increases, starts in the 1961-62 busi
ness expansion  lagged  w e ll beh ind 1949-51 and 1958-59.

and less lik e ly  to provide the support to genera l busi
ness that it d id in the earlie r period. Fo llow ing are 
the more im portant of these factors.

DEPLETED BACKLOG Perhaps the most frequently 
mentioned factor is the wrork ing off of the la rge  back
log of demand for housing bu ilt up during  the de
pression of the th irties and the w artim e scarcities 
of the forties. T here is, of course, no w ay  of m easur
ing  accurate ly  this demand backlog. H ow ever, some 
indication of the extent to which it w as m et in the 
fifties m ay be obtained from the la rge  num ber of 
housing starts  re lative to the grow th in the num ber 
of fam ilies in th is period. Census data on “sub
fam ilies,” or doubled-up fam ilies liv in g  w ith  re la 
tives, also provide some indication. Such fam ilies, 
which num bered over 3 m illion in 1947, wrere reduced 
to only 2 m illion in 1955 and to few er than \ l/2 m il
lion in 1960. Separate data on “m arried  couples 
w ithout own households” show an even sharper de
cline, from some 3 m illion in 1947 to under 1 m illion 
in 1960.

SUBURBAN SLOWDOWN A  second factor has been 
the m arked slowdown in recent years in the suburban 
movement, which w as a  m ajo r source of strength in 
the housing m arket in the fifties. Indeed, a t the 
moment it appears that a  more im portant factor in 
the housing m arket is a  “back to the c ity” movement. 
Ju s t how this la tter movement w ill affect the total 
housing p icture is problem atical, but it has apparen t
ly  had a sign ificant effect a lready on the kinds of

Residentia l contract aw ard s, as reported by F. W . Dodge Corp., 
have shown sharp increases recently but rem ain be low  1959 peaks.

housing facilities being provided. Its im pact is p er
haps best reflected in data on new apartm ent units, 
which have risen sharp ly  in the last few  years , even 
in periods when total housing starts  wrere declin ing.

FAMILY FORMATION A  th ird  factor view ed as con
tribu ting  to the recent slowdown is a  decline in the 
rate of new fam ily  form ation, a  basic source of de
mand for new homes. Census data show that in the 
three years 1958-60 the num ber of fam ilies increased 
by 539,000 per yea r as com pared w ith  a  rate of n ear
ly  750,000 per yea r in the preceding three years  and 
some 1 ,0 0 0 ,0 0 0  per y ea r  in the e a r ly  postw ar period.

T his rate of increase is expected to move up to 
new record levels in the m iddle ’60 ’s, as the large  
w artim e and postw ar baby crops reach m arriageab le  
age. U ntil that tim e, however, no g reat increase in 
the demand for housing is expected from this source.

T rends in fam ily  form ation are also p artia lly  re 
sponsible for the “back to the c ity ” movement and 
for recent large  increases in apartm ent build ing. 
W h ile  the over-all rate  has been declin ing, the rate 
for the age group 55 and over has been increasing. 
Th is o lder age group accounts for much of the “back 
to the c ity ” sentim ent and for much of the grow ing 
demand for apartm ent facilities.

RISING COSTS S till a  fourth factor is the steady in 
crease in land prices and in home construction costs. 
Land prices moved up sharp ly  in the fifties and are 
continuing to rise. Construction costs have moved 
up less spectacu larly , but b risk ly  nonetheless. The
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E. H . Boeckh index of residentia l construction costs, 
for exam ple, increased from 120 in 1953 to 141 in 
Ja n u a ry  1962. M uch of this increase has come 
since 1958 and, in teresting ly  enough, in the face of 
the recent slowdown in housing demand.

M ost observers agree that because of h igher land 
and construction costs, people are increasing ly  in 
clined to remodel old homes rather than buy new 
ones. T h is helps to account for two other notable 
developments in the housing m arket re c e n tly : first, 
increasing ac tiv ity  in the m arket for ex istin g  hom es; 
and second, re la tiv e ly  la rge  expenditures for res i
dential additions and alterations. The la tter expendi
tures have continued strong since 1959, even in 
periods of declin ing starts.

GROW ING RENTAL VACANCIES A n indication of 
w eaker supply-dem and conditions in the housing 
m arket is seen by some observers in the re lative ly  
large  recent rise in home vacancies. V acancy rates 
in rental housing have risen  from under 5% of all 
ren tal units a t the end of 1956 to n early  8 % at the 
end of 1961. H om e-owner vacancies (th a t is, houses 
availab le for occupancy which are offered for sale 
ra ther than for ren t) have also  risen, but a t a  much 
slow er rate.

FINANCIAL FACTORS In the area  of housing fi
nance, two factors m aking for a  w eaker m arket have 
been noted. One is the rap id  increase in residen tia l 
m ortgage indebtedness in the fifties. M ortgage debt 
on one- to four-fam ily residentia l properties trip led 
in the decade, ris in g  rap id ly  not only in absolute 
term s but also per housing un it and as a  fraction of 
disposable personal income. T aken by itself, this 
increase does not im p ly any dim inution in the de
m and for housing. It m ay, however, contribute to 
that end if, as is frequently mentioned, in flationary 
expectations have in fact become a th ing of the past. 
T hroughout much of the postw ar period, inflation 
took much of the burden out of m ortgage debt. Its 
p assing  wTill doubtless m ake this large  debt more 
onerous than it has been in the past and m ay well 
reduce the public’s d isposition to take on additional 
m ortgage obligations.

A  second financial factor has to do w ith m ortgage 
term s. T hrough most of the fifties, m ortgage term s 
w ere stead ily  eased. T h is w as a m ajo r factor stim 
u la tin g  housing demand and contributing to the rap id 
increase in m ortgage indebtedness. M any observers 
now feel, however, that th is source of additional de
m and has been exploited to the full. In their v iew , 
down paym ents can h ard ly  get lower nor m aturities 
longer.

LONG-RUN OPTIMISM The pessim ism  engendered 
by the several factors considered here pertain  to the 
short run  only— to perhaps the n ext y ea r  or two. 
H ousing m arket observers are  in rather genera l 
agreem ent that after 1965 a grow ing rate of fam ily  
form ation coupled w ith continuing population shifts 
and im proving income levels w ill more than offset 
unfavorable m arket factors. A s a  m atter of fact, 
housing starts are expected to move up sm artly  after 
1965 and to reach 2 m illion or more annually  by the 
end of the decade.

FAVORABLE FACTORS Even for the short run there 
are some favorable prospects that should be set 
again st the unfavorable factors considered above. 
F o r exam ple, one im portant source of dem and for 
housing is upgrad ing, which is re lated  closely to in 
come levels. W ith  im provem ents in income, this 
source, plus the related  demand for second homes, 
should prove an im portant sustain ing elem ent in the 
m arket. M oreover, the A m erican  people are  m ov
ing  more frequently now than ever before. E very 
yea r one of every five A m ericans moves to a  different 
home, m any across state lines, chiefly in search of 
better job opportunities or a  more congenial liv ing  
environm ent. T h is resu lts in add itional demand for 
housing over and above that due to population grow th 
and income gains.

Som e recent statistics are also encouraging. T otal 
residentia l construction outlays have increased for 
four months in a  row. M oreover, residentia l con
tract aw ards (see  chart, page 4 ) ,  bu ild ing perm its, 
F H A  and V A  applications, and commitments of 
lead ing m ortgage lenders— all indicators of future 
residentia l bu ild ing ac tiv ity— have recorded gains in 
most of the past several months.

The chart on page 4  shows a fa ir ly  sharp recent 
im provem ent in residentia l construction contract 
aw ards as reported by the F . W . Dodge Corporation. 
On the basis of this im provem ent the Dodge Corpora
tion has revised upw ard  its estim ate of total housing 
starts  for 1962. A t the beginn ing of the yea r it had 
predicted a  7%  increase over 1961, but now it is 
p red icting  a 10% rise. T h is m eans that they are 
expecting starts of som ething more than 1.4 m illion 
this year. T hrough the first quarter starts w ere 
runn ing at a  rate s ligh tly  below last y e a r ’s 1 .3  m il
lion. The indicated rate in the second quarter w as 
about 1.5 m illion. It should be noted, however, that 
1.4 m illion starts are still below the 1959 level and are 
probably fewer than in a  number of other years  of 
the fifties. S im ila r ly , the contract aw ard  figures, 
despite recent increases, are still below 1959 levels.
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Prehistoric ancestors of the Pueblo Ins took to the cliffs. They escaped some of 
the hostile elements of their environment byring into lofty ledges and w alling up their 
excavations with primitive masonry. This of high living has had a certain amount of 
appeal ever since. Early in the twentiethfury, for instance, urban business centers 
grew rapidly despite limited transportation, good living accommodations handy to the 
job became scarce. With elevators in comuse, a new trend toward taller dwellings 
helped to solve this housing problem. At same time, however, automobiles were 
bringing new freedom to these early twententury cliff dwellers. Soon they were mi
grating in droves to the suburbs where theyd spread out a little, breathe fresh air, and 
raise petunias in their own little gardens, d by delayed demand and "easy" mortgage 
payments, home building reached new hip the period following World W ar II. These 
were prim arily single-unit dwellings, and <opers strained ads and architecture as the 
little-home-in-the-suburbs movement approi a climax.

The mid-twentieth century migration bo the cliffs began around the middle of the 
1950's. In 1955 about 10% of all new ate dwelling units w ere in multiple-unit 
structures. Thereafter the proportion of neits in multiple-family buildings rose steadi
ly, reaching one-fifth in 1960, one-fourth inli, and one-third in the early months of the 
current year. Between 1959 and 1961 coction of one-family houses dropped 22%  
w hile multi-family units rose 24%.

The motives of modern cliff dwellers more complex than those of their prede
cessors. There may be some disenchantnrith suburban living, some tendency to es
cape the responsibilities of home ownershKut for the most part the principal key to 
the current trend seems to lie in the age ccition of the population. Retired citizens, 
who naturally want to simplify their livingts and are more independent than former
ly, make up a growing portion of the popu'. At the other end of the adult popula
tion, the boys and girls born during and jffter the w ar are beginning their careers 
and usually prefer the relative freedom oftment living. Since present population 
trends seem destined to continue for a whe trend in housing seems almost certain to 
do likewise.
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HOUSING FINANCE

W hen  the average person buys a  house, he is gen
e ra lly  faced w ith  the problem of finding cred it since 
very  few purchases are  m ade for cash. In selecting 
his home and the arrangem ents for financing it, he 
w ill typ ica lly  operate w ith in  two basic constraints. 
F irst, he has a  lim ited nest egg out of wThich to m ake 
the down paym ent, and secondly, a  lim ited income 
out of wThich to m ake the m onthly paym ents. Gov
erned by these constraints, he w ill g enera lly  buy the 
best house wrhich his income and wrealth  position 
perm it. In other words, he w ill g enera lly  take the 
most liberal term s he can find.

In financing he has a  num ber of alternatives. A s 
to type, he can get a  conventional loan, a  loan in 
sured  by the F edera l H ousing A dm in istration , or, if 
he is a  veteran , a  loan guaran teed  by the V eteran s ’ 
A dm in istration . A s to source, he can get funds from 
a com mercial bank, a m utual savings bank, a  savings 
and loan association, a  life insurance com pany, a 
m ortgage com pany, or perhaps from an indiv idual. 
The kind of loan he gets and the source of funds he 
chooses w ill depend in large  part on the size of down 
paym ent and m onthly instalm ents he can afford.

If he has a  sm all nest egg  and modest income, he 
w ill probably seek a  F H A  loan because of the very  
libera l term s. O r he m ay try  to get a  V A  loan if he 
is a  veteran  and has not a lready  used his e lig ib ility  
righ t. H ow ever, m ortgages guaran teed  by the V et
eran s’ A dm in istration  have recently been se lling  so 
far below par that as a  genera l ru le V A  loans have 
been availab le only in b ig  housing pro jects where the 
builder has been w illin g  to absorb the discount.

A  person who can m ake a sizable down paym ent 
w ill probably get a  conventional loan, the term s of 
which w ill v a ry  depending on the source of funds. 
N ational banks are now perm itted to m ake loans up 
to 7 5 % of appraised  value and to offer m atu rities up 
to 20 years . A s a  practical m atter, however, they 
genera lly  use a m axim um  loan-value ratio  of 
6 6 ^3 % . M ortgage companies, on the other hand, 
w ill frequently lend up to 75%  of value and usually  
offer m aturities of 25 years . Sav ings and loan a s 

sociations w ill lend up to 80%  of value for m atu rities 
up to 25 years , and a certa in  proportion of their port
folio m ay consist of 90%  loans.

O bviously, a  wride range of term s is availab le , and 
a borrower has the opportunity to shop around and 
find a  combination of down paym ent and m atu rity  
which is more or less optimum from the standpoint 
of his income and w ealth  position. M oreover, he can 
exercise some choice over the in terest rate  he pays 
by choosing a  combination of down paym ent and 
m atu rity  which reduces the r isk  to the lender.

C redit term s v a ry  from section to section and even 
from town to town, depending on genera l credit 
av a ilab ility , non-real estate dem and for funds, and 
such th ings as customs and institu tional arrangem ents. 
Furtherm ore, the term s v a ry  according to the type of 
p roperty being financed. E x istin g  houses, for e x 
ample, g enera lly  provide less desirab le co llateral than 
new ones, and term s on ex istin g  units genera lly  are 
somewhat more restrictive. T erm s also v a ry  because 
of the v a ry in g  characteristics of borrowers.

The real estate m ortgage, therefore, is not a  
homogeneous instrum ent. The Government in su r
ance and gu aran ty  program s have im parted a  sign ifi
cant degree of un iform ity to F H A  and V A  m ort
gages, and these are commonly bought and sold 
nationw ide. Conventional m ortgages, on the other 
hand, v a ry  appreciab ly in qua lity  and for th is reason 
are genera lly  restricted  to the local m arket.

M ORTGAGE DEBT BY TYPE OF LENDER W ho holds 
the nation ’s m ortgage debt on residen tia l properties, 
and how has the m arket share of each of the principal 
lenders varied  over tim e ? The answ er to these in ter
esting questions can be found by studying  the follow
ing  chart which shows the m ortgage debt on nonfarm 
one- to four-fam ily pro jects by type of lender from
1946 through 1960. S ince it is draw n on a  ratio  
scale, a  s tra igh t line on the graph shows a constant 
percentage rate of change. M oreover, the direction 
of change of each lender’s m arket share can be seen 
by com paring the slope of the line which shows the
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debt held by a  lender group w ith  the slope of the line 
which shows total m ortgage debt outstanding. For 
exam ple, the grow th of debt held by “others” has ob
v iously been less than the grow th of total debt. 
Therefore, the share held by “others” has decreased 
substan tia lly  over the 16-year period.

A  glance at the chart reveals twTo th in g s : (1 )  the 
pattern  of debt ow nersh ip has shifted d rastica lly  since 
W orld  W a r  II, and (2 )  these developments have not 
occurred according to any straigh t-line trend. A t 
times a  p articu lar lender’s share of the m arket would 
increase rap id ly  and at other tim es rem ain constant 
or decline. Sav ings and loan associations, for ex 
ample, held a  roughly constant share of about 29%  
until 1951, a t which tim e the ir share began to grow  
rap id ly , and at the end of the period they held alm ost 
40%  of the total m ortgage debt. The share held by 
life insurance companies declined in the first year 
after the w ar, rose rap id ly  until 1951, rem ained con
stant a t 20%  until 1957, and declined to close the 
period a t about 17.5% . Com m ercial banks increased 
their share rap id ly  until 1947, but thereafter their 
share stead ily  declined to about 14% in 1960. The

share held by m utual sav ings banks followed an a l
most converse pattern , decreasing until 1947, then in 
creasing  to about 13% by the end of the period. And 
the share held by “o thers” decreased from 34%  in 
1945 to about 13% in 1956 and rem ained constant 
thereafter.

W h at accounts for the sh ifting im portance of the 
principal lender groups in the m ortgage m arket ? The 
answ er is ex trem ely  com plicated if a ll the relevant 
factors are considered. In genera l, however, the 
grow th of m ortgage holdings is related to the grow th 
of loanable funds and the preference of the various 
lenders for m ortgages as an investm ent type.

In the ea r ly  postw ar period (1 94 5 -1 947 ), com
m ercial banks expanded their m ortgage portfolios 
very  rap id ly  in an effort to finance the backlog of de
m and for housing which had been built up during  the 
w ar. B anks, on the whole, w ere in an excellent posi
tion to move rap id ly  into the m ortgage field. T hey 
held abundant reserves, large  am ounts of Government 
securities wrhich could be liquidated  at pegged prices 
to m eet loan dem and, and large  quantities of time 
deposits. A fter 1947, when life insurance companies
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and m utual sav ings banks began to supply la rger 
quantities of m ortgage funds, the com mercial banks 
began to revert to their more usual role as p rim ary  
suppliers of short-term  cred it and became more active 
in supp lying  construction cred it to builders and in 
terim  credit to m ortgage companies.

L ife insurance companies got off to a  slow start 
in the com petitive race to finance the postw ar hous
ing l)oom because of institutional difficulties. T hey 
genera lly  do not o rig inate m ortgages d irectly  but 
acquire them instead through correspondent re lation
ships w ith  m ortgage companies and other local in 
stitutions. T heir correspondent networks had fallen 
into decay through disuse during  the 1930’s and the 
w ar years , and it took tim e to re-estab lish  old con
nections and m ake new ones. B y 1947, however, a 
w orkable system  for acqu iring  m ortgages had been 
w orked out, and from this date through 1951 life in 
surance companies expanded their holdings of m ort
gages faster than an y other group. The rap id in 
crease in their holdings in these years can be a t tr i
buted to their increasing  preference for m ortgages. 
M ortgages on one- to four-fam ily dw ellings as a frac
tion of total assets grew  from 5% at the beginn ing of
1947 to 15% at the end of 1951. T h is increasing 
preference can in turn  be explained by the relative 
attractiveness of m ortgage yields and the fact that 
Government securities could be liquidated at pegged 
prices to meet em ergency situations.

M utual savings banks also got off to a slow start 
after W o rld  W a r  II. T h eir difficulty stemmed from 
state lawTs which prohibited the acquisition of m ort
gages on properties located outside the state of domi
cile. These law s placed most of the savings banks, 
which are located p rim arily  in the N ortheast, at a 
d isadvantage because their loanable funds w ere more 
than adequate to m eet the needs of the local situation 
as construction activ ity  did not advance as rap id ly  
in N ew E ngland and the M iddle A tlan tic  states as in 
other parts of the nation. M ost state law s w ere 
changed in 1949 and 1950, perm itting the acquisition 
of out-of-state m ortgages, and m utual sav ings banks 
began to move into the m ortgage m arket in volume.

In 1951 there occurred a development which pro
foundly altered  the com plexion of the m ortgage m ar
ket insofar as at least two of the principal lenders 
w ere concerned. T h is im portant event wras the F ed 
era l R eserv e-T reasu ry  accord which ended the S y s 
tem ’s peg of bond prices. P rio r to this tim e life in 
surance companies had relied  heavily on Government 
securities as a  source of liqu id ity  and had not hesi
tated to invest heav ily  in m ortgages. Fo llow ing the 
accord and the resu lting  reduction in the liqu id ity  of 
their Government portfolios, they became more con

cerned about asset m ix  and began to d iversify  invest
ments. T h is provided an opportunity for the sav
ings and loan associations, whose share of the m arket 
had rem ained v ir tu a lly  constant since the w ar. 
Throughout the period, however, their grow th of 
savings cap ital had been ex trem ely rap id ( faster than 
the grow th of loanable funds at other financial in sti
tu tio n s), and as soon as competition in the m ortgage 
m arket eased, they rap id ly  expanded their m arket 
share. The com petitive position of savings and loan 
associations vis-a-vis the other m ortgage lenders im 
proved still further in the period after 1957. The 
assets of life insurance companies since 1957 have 
grow n less rap id ly  w h ile a t the same tim e their pref
erence for m ortgages on one- to four-fam ily dw ellings 
has declined. M uch the same situation has been true 
of m utual sav ings banks. T heir rate  of deposit 
grow th has slackened, and their preference for re s i
dential m ortgages (a s  m easured by the m ortgage- 
asset ra tio ) has somewhat abated.

SUMMARY Presum ab ly there is some sort of opti
mum combination of down paym ent, m atu rity , and 
in terest rate for each home buyer, and this com bina
tion w ill v a ry  depending on the in d iv idua l’s income 
and w ealth  position. The active role of the Federal 
Government in the m ortgage m arket has resulted in 
new loan types and new standards and term s for 
m ortgage lending, but the m arket itself has ad ju sted  
to the d iversity  of loan demand, and a num ber of 
different financial institutions have evolved which 
offer a v a rie ty  of m ortgage term s.

E xcept for the ea r ly  postw ar period when tempo
ra ry  h istorical and institutional factors w ere a t work, 
the participation  of the principal lenders in the m ort
gage m arket has depended p rim arily  on the grow th 
of their loanable funds and their preference for m ort
gages. In genera l, it is possible to divide the h istory 
of the m ortgage m arket in the postw ar period into 
four periods— the period through 1947 during  which 
com mercial banks rushed into the m ortgage m arket 
in response to the strong demand for lo an s ; the 
period from 1948 through 1951 in which life in su r
ance companies and m utual savings banks became 
more com petitive and com m ercial banks reverted to 
their more trad itional role ; the period from the accord 
through 1956 in which savings and loan associations 
rap id ly  expanded their m arket share w hile life in 
surance companies became less com petitive ; and the 
period from 1957 to date in which both life insurance 
companies and m utual sav ings banks have experienced 
a slow er rate of grow th in their loanable funds and 
have evidenced a somewhat more m oderate p refer
ence for m ortgage investm ents.
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THE FIFTH DISTRICT

For m any months the construction business has 
been a  source of strength  in the F ifth  D istrict. In 
fact, since F eb ru ary  of last y ea r when the 1960-61 
recession ended, seasonally ad ju sted  contract con
struction em ployment in the D istrict rose 15% 
compared to a  4 % increase in all nonm anufacturing 
jobs and a 5%  gain  in factory employment. In the 
nation as a  whole seasonally ad justed  contract con
struction em ployment declined by 2% , w hile non
m anufacturing and factory em ployment rose by 3%  
and 6% , respectively. D istrict construction em ploy
ment seasonally ad ju sted  reached a  new high in M ay, 
m ark ing  a  full y ea r of record or near-record levels. 
Contract aw ards during  this period fluctuated sharp
ly , as usual, but at levels that w ere, w ith  fewr excep
tions, new highs for the months in question.

RESIDENTIAL SECTOR STRONG R esidentia l aw ard  
values in the D istrict have m aintained a  run of 
m onthly highs that began a yea r ago. In so doing 
the series achieved in A ugust, October, November, 
December, F eb ruary , M arch , and M ay the highest 
figures ever reached for those months. For each of 
the other months during  this period the value of re s i
dential contract aw ards w as the second highest ever 
recorded for those months. The strong wave of 
new  contracts that developed in the second half made
1961 the D istric t’s record yea r for residentia l aw ards. 
T h is y e a r ’s figures have been runn ing well ahead of 
last y e a r ’s. The cum ulative value of residentia l 
aw ards from Jan u a ry  through M ay was 42%  greater 
in 1962 than in 1961. T he national gain  s im ilarly  
computed w as only 21% .

S tatistics  reported by the U . S . D epartm ent of 
Commerce on the num ber of residentia l housing per
m its reflect sim ilar increases for this y ea r compared 
w ith  last. The D istrict percentage gain  w as nearly  
tw ice as g rea t as the national rise. M arch , how
ever, is the latest month for which figures are 
availab le . N ew housing units authorized by D istrict 
localities during  the first quarter of 1962 exceeded 
those a year earlie r by 29%  w hile new authorizations 
n ationally  increased only 15% . M aryland  contributed 
a 61%  rise in perm its between the 1961 and 1962 
first quarters. Gains w ere also  reported for V ir 
g in ia  (2 8 % ) , South C aro lina (1 3 % ) , and the D is

trict of Colum bia (1 3 % ) . B y the same com parison, 
however, authorizations decreased 10% in North 
C arolina and 7%  in W est V irg in ia .

1960 CENSUS OF HOUSING The rap id grow th of 
new housing facilities probably m eans that qualitative 
characteristics of D istrict residentia l property are im 
proving also. The most recent and most extensive 
source of such inform ation is the 1960 Census of 
H ousing, which provides a  detailed p icture of D is
tr ic t liv in g  conditions as they w ere in 1960. A  com
parative evaluation of regional conditions m ust aw ait 
publication of the national sum m ary, but regional 
trends can be studied by com paring 1960 data w ith 
the 1950 Census of H ousing.

DISTRICT HOUSING IN 1960 The typ ical F ifth  D is
tr ict residence in 1960 consisted of five rooms, but 
one-sixth  of the total had few er than four and another 
six th  had seven or more. Owmers occupied 60%  of 
D istrict housing units ; renters occupied 40% . O wner- 
occupied properties tended to be more spacious, units 
occupied by renters contain ing on average only four 
rooms. About 55%  of D istrict dw ellings housed 
few er than four persons and only 8%  sheltered more 
than six . T h ree-quarters of a ll dw ellings units w ere 
considered in sound condition, one-sixth  in need of 
repairs, and the rem ain ing homes d ilapidated . M ore 
than three-fourths wrere equipped w ith both hot and 
cold runn ing w ater, but more than an eighth had no 
piped w ater whatever, and n early  a  fourth lacked 
bath facilities. Central heating  w as present in 42%  
of all D istrict homes, and another 10% contained 
floor or w all furnaces. Stoves or fireplaces heated 
47% , and only 1% lacked heating facilities of any 
kind. The heating  fuel w as oil in nearly  half the 
residences counted, gas in alm ost a quarter, and coal 
or wood in most of the others. S ix -ten th s of 1% 
— a sm all fraction but nevertheless over 28,000 homes 
— w ere heated by electric ity.

B y 1960, at least tw o-th irds of F ifth  D istrict 
households had m ost of the other common types of 
equipm ent. Thus, 72% had w ash ing m achines, 83%  
had television sets, 87%  had radios, 75%  possessed 
automobiles, and 67%  had telephones. On the other 
hand, only 18% had food freezers, 12% a ir  con-
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H alf of the Fifth D istrict's ow ner-o ccup ied  hom es w ere  va lu ed  

at over $10 ,000  in 1960, an  in crease  from one-fourth in 1950.

units have been authorized. M oreover, m any houses 
have been bu ilt in  areas where bu ild ing perm its have 
not been required . Therefore, additions since 1960 
have am ounted to more than 3%  of the 1960 total, 
enough to reduce s ligh tly  the average age of typ ica l 
F ifth  D istrict dw ellings.

According to estim ates m ade by their ow ners in
1960, owner-occupied dw ellings valued  at $5,000 or 
less accounted for 20%  of the total, those in the 
$5,000 to $10,000 range for 30% , those worth 
$10,000 to $15,000 for about 25% , and those above 
$15,000 for the rem ain ing fourth. N early  tw o-th irds 
of the vacant properties availab le for sale at the tim e 
of the 1960 Census w ere priced above $10,000. 
M onthly rentals on leased residentia l property av er
aged about $70. O nly a  tenth of these ren tals w ere 
less than $30 per m onth ; an eighth exceeded $100.

ditioners, and 9%  clothes d ryers. Gas and electric ity , 
“ runn ing neck-and-neck,” fueled 85%  of the D is
tr ic t’s cooking facilities, w hile wood, coal, and kero
sene accounted for the rem ain ing 15% .

A t the time of the 1960 Census, 15% of a ll D is
tr ict housing w as under s ix  years old, 14% w as from 
s ix  to ten years  of age, and 19% had been in ex is t
ence more than ten but no more than 20 years . T hus, 
at the 1960 checkpoint, 52% of all residentia l prop
erty  dated back more than 20 years . The 1960 
Census counted a total of 4 .9  m illion housing un its 
in the D istrict. S ince then about 147,000 additional

DIFFERENCES OVER THE DECADE D uring the dec
ade of the 1950’s a sm all but sign ificant change oc
curred  in the occupancy characteristics of D istrict 
dw ellings. Homes sheltering  seven or more persons 
declined from 10% of the total to 8% , w hile those 
occupied by few er than four increased from 54%  to 
56% . The portion of units housing four to s ix  p er
sons decreased sligh tly .

F ac ilities, however, showed m arked improvement. 
A  decade ago more than one-fourth w ere still w ith 
out piped w ater. L ittle  more than half had both hot 
and cold w ater, a  fraction that g rew  to 76%  by 1960. 
Residences w ith  neither bathtub nor shower ac
counted for more than two-fifths of the 1950 total. 
A t that time central heating w as present in only one- 
th ird  of the homes, and wood w as still the principal 
heating fuel in rather extensive areas of the D istrict.

P rice differences m ust be taken into account, but 
values have changed notably nevertheless. In 1950 
nearly  three-fourths of owner-occupied dw ellings 
were valued below $10,000, and the typ ica l m onthly 
rental on leased property w as around $40 per month. 
The changes that have been brought about over the 
past decade m easure progress in understandable 
term s. If social and economic trends d isp lay as much 
momentum in the future as they have in the recent 
past, the present decade w ill see even more dram atic 
changes in D istrict housing.
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