May 25, 1936.

Federal Housing Administratiom,
Washington, D. C.

My dear Mr. McDonald:

I have just received from Walter W. Ross, a Chicago law-
yer, & letter which, if it truly reflects conditions in Chicago
or elsewhere, indicates an intolerable situation. I thought
you would be interested in seeing the following paragraphs from
Mr. Ross' letter, not so much because of the individual cases
cited, but as an apparent reflection of the failure of the
banks and existing credit mechanisms to provide funds for
housings

*] am somewhat femiliar with this situation in our
locality because my eldest son has for a number of years
been engaged in designing and building attractive homes.
A little over two yeers ago the architectural business
being practically dead, he decided to utilize his time
by building a house for sale or rent. When he had
finished the house he found that he needed about $3,500.00
to complete the payments. He spent several weeks inter-
viewing bankers in Chicago and the suburbs and men who
had forwerly been engaged in making such loans, but it
was impossible for him to borrow the $3,500,00 on a first
mortgage on the house. However, he finally located a
woman in California who was willing to make the loan,

1d the house for $15,500.00 cash
and then started to build another house about twice as

not as yet sold the house but it is rented for over $200.00
a month at the present time.

*There ere great numbers of young men who are just
getiing established in their life work who need to
credit, and although many of them are well entitled to the
credit they are at this time having great difficulty in

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



“Honorable Stelgrs NeDonald - (2)

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

®obteining money. Here are several instances which have
recently come under my personal observation:

"There is a young man who is a tenant of mine who
pays me §1,500.,00 & year for the house in which he lives,
Bahatthowofnmtnmofomefmw
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this kind, it invest its depositors' money im

Government bonds which it can convert into cash on a mo-

ment's notice and yet earn profits which enables it to
some dividends to the stockholders?

*I observe that the Government is about to issue
another billion dollars of bonds, and the bank referred
to above will undoubtedly invest further surplus deposits
in those bonds, and so it will continue undoubtedly as
long as the Government is issuing bonds at frequent inter-
vals, and the question arises as to how is that cirele to
hwm.

married and has two children, and wants to build a house
but he has not yet found a way to finance the operation.
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"y second son is a young lawyer here in Chicago,
married. He too wants to build a house. He is well
established with an income of seversl thousand dollars
a year, omns his own lot which is worth approximately
$8,000,00, has had the plans drawn for his house and has
made his application for a loan. He does not know yet
whether he will be able to borrow the money. I have been
told that one of the largest banks in Chicago has on hand
several thousand applicetions for loans approved by the
FHA but up to the present time has made only a very few
of such loans.

necessary to perpetuate our constitutional form of gove
ernment.”

I have cited the above paragrephs to a prominent

Chicago
banker with a request for his opinion as to whether this letter
correctly portrays the situation. I would be glad to have your
opinion on this for my omn information because obwiously this
sort of thing not only discredits the banking fraternity, but
will destroy it if apparently well-informed responsible citizens
like this man reach the codglusion that the government through
a central bank or otherwise is the only remedy.
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Sincerely yours,





