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April 22* 1336

(Mr Eccles)

De&r Mr. Fleming:

Pursuant to my recent conversation nith you
$r, BMHSOMJ. I have obtained & copy of the recent uurvey of
mortgage leading in West cheater County, Mew lork, &nd I am en-
closing a copy o£ It for you herewith.

You will notice that the lending activity in 1955,
ae in contrast with 1950, was heavily concentrated'in the
building and lo&n associations, these organizations accounting
in &crvejabe-r, 1955* according to a footnote OR p&ge £ of the
enclosed mesoranduaa, for 04% of the tot&l.

On :.u.ge 3 you wili. find 4 discussion of the potential
expansion erf Federal savings end loan associations an the b&gis
of a relatively snail vrivate investmest in their MtpHti shftire
For these associations, the c-otenti&l ratio of government funds
to rivate funds would of cotarse be further increased if the

proi-osal aade by Mr, t&k^j were adopted.

the legal affect of the seoondHaorfcg&g© proposal, If
it were adorted, would be to enable Federal ff""lifff **4 loan
associations to fin&nce the tvureba^ of new homes U" to 95
Der ceat of the tippraised imltae, other building and lo&a assacia
ti^as t:- finance from &p. roximately 87 to 95 :̂er cent, and
coaaercial b&nks, trust e'm-s*ni&a, mutual savings 'b«uaks, &nd
life insurance coss aoies BO p*T cent. This would co®e about
without the use of the insured Mortgage* and hence would tend
te nullify Titles II fend III of the Mation&l Housing Act.

Is you will see, then, the second-mortgage
w mid give building and loan associations in general, and
Federal savings &nd loan associations in articular, a competi-
tive advantage over Federal Reserve member banks, ether insured
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foa&ks, outuftl saving* banks, a&d life insurance
I#v@rthel©#8, If there is to bt a substantial increase in l
ing for construction and 3aortg&ge-fin©aciiig purpo»e», the great
b^lk will hav© to com® directly or indirectly from banks and
iEetirinie© eo»rmai©sj for at the present tiae it would appear
that iasyred banks have &Y&il&ble for mortgage l^adiag $B$800,000,000,
life iasurance companies B.nd mutual savings banks $2,900,000,000,
and building and loen associations only tfcottt $100,000,000.

kind regi^rds, 1 Ma

sincerely,

J. M« Daiger
Special Assistant to the Board

Mr. Robert V. Flaming, President
Eiggs fi&tion&l Bank
Washington, D» C,

Enclosure

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



C O F I

£?T-ET

Kftai E*t*.te Conference h&* eoaipl#t*d & atudy af &ev aortg6g#«
recorded in this county fend fesxtts to ahov an e^idteace of th* *y&ried act ivi ty sf
th* Itaitag W p a i w t t m n together with prob&ble

The mortgage* recorded in WestcbfBttt Cosnty for th* wrath* of October *usd K
fcer, 19S0 Igi ! • • • were selected for this endyslit since these pirtei i s««a io

l the BMrt int«r«#tlng s«ri#s of f&etg

In arder to obtein the figures for the following tables-, i t 1M necee&&ry to ex
ursine sog» S09000 p&gea of recorded iafttnraentfi said to Mte €̂# &ecurt.t«» a study
possible, there were eliminated &11 ft.O.L.C* BBETt̂ &ges, purchase noriey
second aortg^fes, extenei?ne, ete*f wfeerever i t "r&s go indicated in ih«

Iss» Go's.
Mtg. Co*a,
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Ho» &sS .. Ho».. *m. Ho« 4^S Ho*
SUT* Seafcs
wOtKS* PftTtit S

Ins* Co*s.
B14g. & h* Or}
Others

4 14,700
IS 4$,510
1 7f500

61 £46.91$

S
1

$

£«3,v/UU c> iy,UvU
E8,&D0 1 9,i

18^000 10 45.700

4
19

m
74

14,700
90,510
45,000

468,650
310*615

145 782#E73 9 71f500 15 64,700 1

basis, the following table discloses
the trend of interest r*-,tea for the

84$ of the itartg&get were At the

n

TABLE SBMIMB KMm.1 iCfrUH JF EACH 0»3SP BI ITS t^BCtSTiQB

Others

October, 191O 26* V2$ $$ 40% 7% l&$
Sovesiber, 19 SO
October, IMS IS* 11$
Soveaber, 195S

^OH?H£ OF 1955

lio. of Total

Sewings B&nks 21 I 5M,400
Cowwrclfel Banks 15
Xiumr&nce Comp&^ies 5

If, & Loaa 0rg^» * B44 1
Others • 77

* In the aciath of Hove«ber» 1938, the
credited with $4$ of tils tot&l r&lu& of loens; the beos]cs and lus^rmaee
eoapesiflNi with »b<^t l /£ of the rftssiiining 10JC«
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L0A&I8G ACTIflTXi The figures far the 1950 -wisd disclose that nmx% to
the mortgage eo«pwaie*> the tanks and IijsiBmBC* eosp&jsies; wen? the aost
Isport&nt factors in rertg&ge lesdlsg, Sisc® the ?ssij<>rity of the
co^fenies ere so longer to be reckoned feith in this field, the n&ttrr&l
conclusion vould b« tfas*t this s>thsr group should be the le&ders

The tables for the 185S period 4© not &gr@£f however, with this
but sham Hwi a good share of the ^ortgfcgc lendisg in this emssty i«
fey the vmrioss building ajsd Ions

The bullying sud losn argenl^eti^as ha^i &XMQHi b#«si a m l l c r gratip of
inetitations far the ijavestm«nt of ir.4iir^u&.l s&viBg^ »nd therefore not
too imp8Ft&Rt i fsctor IK aortg*ge financing* Recently, ha^^Ter, th^ee

mve tfeken the le*d i s ,saortgag«i lending in Westchester
elsevhere &nd the better km>vn &od l<mger eatfeblisKad leading

are rel&tively i&eetive.

This »ltU6.tion i s du^ in part to ttoe ccmsldermble fia«£aci^l support ©x-
tended I s some ot the building feed lo&& arf&ai«&tioQ8 ly the federal Gkwern-
taeat aad ta the present demand for a 7£^ to $0$ lofeo, to be sswrtireo1

l<sng T^eriod of

fe»d figures were titleee fr<^ ^a «sa3gr«i£ of buildimg
activity in the letrop^lit&ti ar#& de<«)tlopedl "by John F. i

Secretary of the -lortgfc^e C^uf erence of Her t s rk . 1 theoretical exaople
of how a Faderel s««rlagi aBd lout orgaBi^etioB Might b
existl&g Mtecifttiea expidAded ^f the IMM» of Fedeir&l funds t

Primte iavestssfcftt in e*_
Subscription to capital by K»Q*L«C*
Total capital
Credit at Federal Oomm Lma j3§yak {&t ltMt)
f»tel Ms£2sA&t for sortg^gtg investa^nt

I t will be. sktisnsi iVos this llX-ustx^tloo th t t there is avitilabie from
govensMfit fegencies a l i t t l e over | 4 for esch f l of

The building &nd loan &£*oci£tloiis in iaetropolit«n few lork
their t̂ âk i s tot&l ft##etft in 1951 idth e.bonrt tgOQ,OOQtOOG,
& preMait total of $17&#Q0Q#0QO—which r«pre»es%8

s—& n«w fund of About |S?5,«->30»^30 aŝ y 1^ crested for hose
to be edaiBjjrt^r^d \sy building end iot*n MWOdallMM in

fie* Tork* tetVkUjTf the tot&l flMii that te&v** se ta
ro&il£ble for this purpose by the f^3«*£d Qoven^st ure eot

large &s the expenslofi l i a i t Indicated for th^ X«* fork HNHU Th
H a l t ±$ included aerely to i l l t istrbte to whet ©rteat Federitl funds

the

i s fcdtdition&l f*ct that » i i l no do«bt &ff^ct the loaning activity of
building snd loan orgsBi^^tions ^od other lending iastitutions Is that the
RFO Sortgage Cospeay will pareh&se from approved aortgbgees^ Fill, insured
MVtfafN bearing a Sf rate of interest« ^aetJrM on buildings anaer
straction or completed since April 1st* ld$S—-& purchase
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- 4 -

Perti&eftt re&so&s iuiv&ne«d b>* sos% QdF the insti tutions for their recent
sm&ller ! • !« • • of mortgage lofcns are Included in the following «

- th«y da saol feel that & 7&$ to BQJt mortg&ge torifey
their depositors H sssple smrgis of M

• they &r# doubtful af ne« crastruetlsii proposed for cer-
tain ere** being either necessary or desirable,

- they *re reluctti&t to lo©n on & cert&ls clfcss of structure
that would t&s*d to either lower the standards of &. particular
neighborhood or depress existing v&lues in gurrmaKiisg dwellings*

- their acceptance or rejection of a lo&n application i s basest
3s &n intimete knowledge of loc&l ccmdlticmg, trends t atc«»
d€Telap©<! fr&m • stmly of their owi ssd e«eh other's
sients in tei® e<mRt5# ovrtr I long period of

MN Bfeiffeaaing tbeir re^ulr«ae£Lts os se« construction
SO timt ttM 'osefaL l i fe sf I atrsctore will bear S definite

to the length of tim 1*MU ?hig i§ n -̂t
with t •ptwltttPl builder.

®ifht be dreim fro$ the ttksvt t > UM effect thst this
9mm to %• lending loteliigefit effort to protect sot only their
t®& 6t9ckholders9 but the present ham® omers of iestche&tfer C^eatgr
hr t i f i c ie l l j stiatol&ted tmildJUig te&m thfct s i^ht b«sr l i t t l e or so relation
i s necessary isxpfensios and ultita^tely cawla result in consideruble los$ 1B

y and ftirther, ea-o^e th is count? to lose I t s present

I t is inter^^tis^ to nat$ tbfct the ^ijority of the
recorded ia this county for Oetobcj? ^sd IoT^ib#r, 1955 "tore & 8£ interest

tMfi at a tiise when ther^ is & gener&l public feeling ihetp iMI
fasds &t h&nd, the rate should be S'Vaewh&t lower; being rftlfetiT© of

course to the nn toe and percent&ge erf the lo«n* In&snieh t» ih^ 6^ r#t^
on teortgageg aeeas to he standing up in & coia^r&t-iv^ly eais^ aonsy serlcet, i t
alght be tekea. to iadie^t^ £ speculative sj^le to aons of the

Sam idm of the patcstisl ^ei^nd for ®artgisig« ocmey in
dateralaed fej^ & stud^ of the figures <m s#w c^mstruetion

for Jk955* Th$®& figured, ttt)c«a
report, shem thst |1S,6OE#4OO *i« spent in i*ew construction during this
period* In 1934 £11* 909,100 was spent for new eons traction..

The foregoing fsets and flgtar^s indic&te * c«rt&in ttftaMI of
opinion feS to wh^t should ccmstitate e isotaÊ I lending policy &t present Is
tsst^jester Coiaat̂ * Hie Sestehester Rs*l EsU^te Conference^ atsde W$ of
isg insti tntloas of iestchester fend Mew Tori: City h&vizg corndttmrnta in this
cssmty, is eadefiToriag to be of Ivly in this reseat llfcMtliB
W$ for alscussloo v&rious l^ipartMl SSpS^fl of 1 îis aortg&ge p
i l l try further to mv&nm * nutu&l ODdsrstsadicg by & &€rrlm® of

rmmi tfeble Jisctissions betweea v»rio«s

Respeetfnlly subsdttsd^

OOKFER

, Fxecutlve
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