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April 22, 1986

Desr Wr. Fleming:

Pursuant %0 my recent conversation with you and

“ ¥r. Rensom, I have obtained & copy of the recent survey of

mortgage lending in Westchester County, New York, and I am en-
closing & copy of it for you herewith,

You will notice thet the lending sctivity in 1985,

| as in contrast with 1950, was hesvily concentrated in the

building and losn sssoclations, these orgenizations accounting

© in November, 16385, sccording to a footnote omn page £ of the
 enclosed memorandum, for 84% of the totsl.

On pege $ you will find & discussion of the potential
expansion of Federsl sevings eand loan &ssociations on the basis
of & relatively small private lnvestment in their capital shures.

. For these associations, the potential ratio of government funds

to private funds would of course be further increased if the
second-mortgage proposal made by #r. Fuhey were adopted.

The legal effect of the second-mortgage propesal, if
it were adopted, would be to @ Federal savings snd loan
associations to finsnce the purchsse of new homes up to 95
per cent of the appraised value, other bullding and loen associa-
tions to finance from &pproximetely 87 to 95 rer cent, and
commercial banks, trust comjsnies, mutual savings banks, and
1life insurance com enies 80 per cent. This would come about
without the use of the insured mortgsage, and hence would tend
to nullify Titles II end III of the Hational Housing Act.

As you will see, then, the second-mortgege prososal
would give building end losn assoclations in general, end
Federal savings snd loen associztions in particuler, & competi-
tive advantage over Federal Reserve member banks, other insured
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banks, mutusl savings banks, snd 1life insurence companies,
NHevertheless, if there is to be & substentiel incresse in lend-

ing for construction and mortgsge-finemeing purposes, the great

bulk will have to come direetly or indirectly from banks and
insursnce companies; for at the present time it would appear

that insured banks have availsble for mortgege lending $8,800,000,000,
life insureance companies end mutual savings banks £2,800,000,000,

end buillding snd loan associations only ebout §100,000,000.

With kind regards, 1 am

Yours sincerely,

J. B, Daiger
3pecial Assistent to the Board

lr. Robert V., Fleming, President
Riggs Nationsal Bank
¥ashington, D. C.
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The Pestchester Real Fstate Conference has completed & study of new mortgages
recorded in this county and wants to show an evidence of the veried activity of
the lending orgsnizstiouns together with probable csuses,

The mortgages roéordod in ¥estchester County for the months of OJctober and Hovem~
ter, 1950 end 1985 were selected for this znalysis since these eriods seem to
revesl the most interesting series of facts and figures.

In order to obtain the figures for the following tables, it wus neceessry to ex-
sxsine some 20,000 peges of recorded instrusents snd to ssake ss& sccurete & study as

possible, there were eliminsted sll H.O.L.C. mortgages, purchase money mortgages,
seennd mortgages, extensions, ete., wherever it was so indicated in the instrument.

TOTAL

lige 8% _ Ho. _ SiE No, 5%  No.  4if No. Valve
Sev. Banks 102 1,507,485 4 18,500 1 400,000 107 1,725,785
Comm, Banks 82 895,550 82 885,350
Ins. Co's. 10 110,000 10 110,000
Htg. Co's. 181 2,7“,7” 181 8.?“.7&
Bldge & L. orgs. 78 m’m 7 50,800 85 454,580
Sthers 200 9815070 240 961:070

895 6,459,145 4 18,300 8 430,800 705 6,888,245
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TOTAL
e ﬁsu&ﬂ?a”

Sev. Banks

Coms. Banks 15 46,510 S 25,000 5 19,000 90, 510
Ins. Co's. 1 7,500 § 28,500 1 9,000 6 45,000
Bldg. & L. Orgs. 686 488,880 68 466,880

145 782,275 9 71,500 15 64,700 1 9,000 168 927,475

Savgs, Com'l. Ins. itge. Loen

Banks Benks  Co's.  Co's. Jrgss Others
Ostober, 1880 26% 108 231 40% 7% 15¢
Yiovember, 1930 20% 18 1% 49% 8% 10%
October, 15I5 5% b5 4 115 388 g’
Novesber, 1935 24 10% 5% 0%
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: The figures for the 1980 period disclose thst next to
the mortgsge ecompsnles, the banks and insursnce companies were the most
important factors in mortgsge lending, Cince the msjority of the mortgege:
compsnies are no longer to be reckoned with in this fleld, the natursl
eonclusion would be that this other group should be the lesders todey.

The tables for the 1958 period do not sgree, however, with this sssumption,
but show that & good share of the mortguge lending in this coumty is hendled
by the various building snd loan groups.

The bullding snd loen organizetlons have slweys been a smsller group of
institutions for the investaent of individusl savings snd therefore not
too importent & factor in mortgage financing. Recently, however, these
orgenisetions have teken the lesd in morigege lending in Westchester
County snd elseshere sand the better known snd longer established lending
institutions are reletively insctive,

This situstion is due in psrt to the considerable finenciszl support ex-
tended to some of the bullding snd loen organisstions by the Federsl fovern~
ment and to the present demend for & 75% to 60F loem, to be amortized over
& long period of years.

The following fuels end figures were tuken from &n spalysis of building and
loen ectivity in the Metropolitsn srea developed by John F, lcKesn, Executive
Seeretery of the Wortgege Conference of New Tork. £ theoretical example

of how & Federsl saevings snd losn organizstion wmight be orgenized or an
existing sssocistion expended by the use of Federsl funds:

Privete investment in capitel §26,000
Subseription to capital by 1H.0.L.C. 75,000
Total capital 100,000

Credit st Pedersl Home Losn Bank (&t lemst) _36,000
Total swvailsble for mortgsge investment  §135,000

It will be observed from this illustration thet there is sveilsble from
government sgencies a little over 84 for esch §1 of originsl privete
investment., The building and loan associstions in metropolitan Bew Yerk
recched their peak in totsl sssets in 1951 with about $200,000,000.
Assuming & present totsl of §175,000,000--which represents individusl
savings—e new fund of about §875,000,000 msy be crested for home
finsncing to be sdministered by bullding end losn sssocistions in
metropolitan New York. Actuslly, the total funds thst heve 20 fur been
nade svalleble for this purpose by the Pedersl Government are not as
large as the expengion limit indicsted for the Hew York sres. The theoretic
1imit is included merely to illusirete to vhet extent Federsl funds mey
snter the metropolitsn mortgage field through one source.

in additionsl fect thet will no doubt affect the losning setivity of
btailding snd loan orgsnizsiions and other lemding institutions iz thet the

-m«w«mm&mxht,nss—emuwm
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Pertinent ressons advanced by some of the institutions for their recent
smeller volume of mortgege losns ere included in the following -

- they do mot feel that & 76§ to B0% mortgsge todey would
give their depositors su ssple mergin of safety.

- they are doubtful of new construction proposed for cer-
tein eress being either necesssry or desirable,

-~ they sre reluctant to loen om & certsin cless of structure
that would tend to either lower the standsrds of & partieulsr
neighborhood or depress existing wvelues in surrounding dwellings.

-~ their sceeptance or rejection of a loan applicetion is bused
on an intismete knowledge of locsl conditions, trends, ete.,
developed from & study of their own snd each other's com-it-
ments in this county over & long period of years.

- they are stiffenisg their requirements on new construction
so that the useful 1ife of & structure will béor & definite

reletion to the length of the losa. This is nol always
ponuler with & speeulstive builder,

4 conclusion might be drewn from the szbove to the effect thet this growp

seems to be lending inteliigent effort to protect not only their depositors
sad stockholders, but the present home owners of Westchester Coumty from an
artificislly stisulated building boom thet might bear littls or no relation
in
place
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