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I am only too well aware that a substitute

is the kind of thing you have been repeatedly wernmed

to beware of and to refuse to sccept. You would
prefer, I know, to have the genuine article in the
p«metemmw,mdouammur
job of this sort of thing than I do.

His inability to be here today leaves me
gsomewhat in the position of the little girl who had
teunted enother little girl with the reminder thet
she was an sdopted child. This is an old story,
snd for all I know the two little girls may be

grandmothers by this time. At any rate, when the



story was young the little adopted girl said rather perkily:
"What if I am an adopted child? My mother and father picked
me out, but yours had to take you just the way you camel®

Since you cannot have the spesker you picked
out for this morning, I shall ask you, as one Marylander
to others, to relax yourselves into & tolerant, even an
indulgent, mood, and take me just the way I come. For
ayself, I am grateful for the sccidental circumstance
that brings me here. Until & few years ago it was & more
or less regular thing for me to be in Atlantic City st
the annual convention of this Associetion, and I sm glsd
to be back with you sgain.

NHor is it & new experience for me to talk with
Haryland bankers, and more especially with Baltimore
bankers, about matters having to do with their business,
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and more especially sbout matters heving to do with new
business. In fact, I did thet with & fairly represente-
tive part of the membership of this Association over a
period of expamsion in Baltimore banking and finance
which those who survived are not likely to forget.

Some of you gentlemen with whom I was associated
in the development of the guarsenteed-morigsge business
during that period will recall that in the year 1520, when
bond prices were making history on the downswing end the
banking business was pretty low too, I made bold to
forecest an early revival of the long-errested real-
estate and construction business, end argued from our
war-time suspension of building sctivity that this im-
pending revival would be of huge proportions and would

result in an unprecedented demand for mortgsge financing.



Well, as some of you ask yourselves these days
where new business and new eernings for bsnks are to come
from, 1 wonder if you have hed put before you yet by youwr
economic or stetistical advisers the fact that six end &
half years of depression bave left us with & auch greater
arrears of housing than we accumulated during the war~-time
period? And I wonder if they have put before you the
further fact that, besides making up whatever part of this
deficit we can, we have &lso to provide housing for the
boys and girls who were born during that war-time period
and who are now coming of age, mearrying, having babies,
end increasing the census figures by nesarly half m.
fontltes o yourt

That is where some of the new business and new
earnings for banks are to come fromj that is where new
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orders for lumber, brick, cement, m, steel, aluminum,
copper, lime, gypsum, stone, sand, and gravel are to come
frmmtu&conplmhmom-Mtwm
who work in the fabrication, manufacture, and transporta-
tion of building uut_ariala and equipment; that is where
relief from relief is to come from, where sdditionsl
revenue for federal, state, and local governments is to
come from, where & balancel budget is to come from.

In short, there is & bigger housing market
backed up here in the Unlted States than most of us have
yet begun to realize--a far bigger housing market than we
had during the 1920's or at any other time in the country's
history.

I was very much puzzled & few weeks ago, when

some of my friends in the Hational Associstion of Real
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Estate Boards made the curious assertion before & Senate
comnittee to the effect that there is no urgent need for

new housing in the United States. They sald that the
*"pation-wide wacancy™ in our 15 million urban dwelling

units is ®about 3 per cent™ and thet this vacancy shows
that an acute shortage of housing does not exist.

¥hy, as long ago as last summer, I received from
these seme gentlemen a report summarizing the results of a
survey made by the Real Estete Boards in 251 cities. Only
2 per cent of these cities, sccording to thet survey msde
nearly & year ago, had & surplus of single-~family dwellings,
end only 6 per cent had & surplus of aspartments. In contrast
to this, the report stated that €9 per cent of the cities
were ®already showing & shortage® of single-family dwellings

and 29 per cent & shortage of spartments. And, far from
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that shortage having diminished since the survey was
msde, there has not been enough new housing built
during the past year to take care of more than a small
part of the normal year-~to-yeer inereazse in the number
of families.

My purpose in referring to the recent testimony
otvrulutttofriondlnmttovchidothuuthck
misinterpretaion of their own statistics, but aerely to
caution you asgainst falling into their error of sssuming
thet s housing shortsge is not & housing shortage simply
because figures can be adduced to show that there is a
so-called nation-wide vacancy of sbout ¥ per cent.

¥hatever may be the condition in any given

community, or neighborhood, or mortgage portfolio, there
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is unquestionably & nation-wide shortage if there is &
shortage of single~family dwellings in 69 per cent of
our citles and a shortage of apartments in 29 per cent.
ind I do not need to tell you that a marginal surplus
of 3 per cent for the country &s & whole does not begin
to take account of the number of properties that are in
deplorably bad condition snd unfit for humen habitation.
Let me illustrate the metter in local terms,
without assuming a knowledge of precise local conditions
that I do not now possess. It does not contribute any-
thing to the solution of the housing problem of a
stevedore at Locust Point or Canton that houses are
aveilable, let us say, in Guilford or Homeland. UNor

would the availability of houses in Highlandtown or



Halethorpe huve the slightest influence in meeting the
demand of families that have decided to buy or build,
vhen they buy or build, in the Green Spring Valley

or the Worthington Velley or the Delamey Valley. The
aveilability of choice sites and cheap lumber in the
hills of Gerrett have no interest vhatever to the newly
married truck fearmer in Queen Aanes or Talbot, or to the
young fishermen who has teken & wife in Somerset or
Worcester.

If we are to grasp the msgnitude of housing
operations that lie shead of us in the United States
over the next § or 10 years, it is necessary for us to
remind ourselves of the elementary faset thet this is &

big and growimg country; it covers & lot of territory
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and it has & lot of people in it. It does not take

long for-a deficit in residentizl construction to rum

M

Mhy\g.ﬁawdl downward trend of residential

RS

tion began in this country in 1928 and con-

T — "

thud--taaMihamlmﬁum:utﬂM; An
1933 it reached the lowest level since thet—whick-pre-
—vailed.at the end of the World Wary twthsthrum
1932, 19358, snd 1934, it represented only sbout 10 per
cent of the average of 1926, a(ttmurininlm.
and during the past year has steadily increased, but it
is even now going on only at the rate of about 20 per
cent of the pre-depression figuro" \\)
¥hat 1s the result.in-terms.of.prasent and
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2L @ variety of computetions have been made and
published, some of them placing the estimated require-
ments over the next decade up to 14 or 15 million units.
If we put aside what appear to be the more extreme estimates,
and take instued those which sppesssde have the virtue of
woderation, we find that even if we assume a surplus of
700,000 dwelling units to have existed at the end of 1929,
we now have & deficit of not less than 2 million units
nmm:@nmﬁmwhtmmmum
onmmmmmg
relation to an average yeerly incressey of some 475,000
to 500,000 in the number of fniliu)'/p

I we project ths roquirmm over the next

10 years, ssy to the end of 1845 or the middle of 1546,
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the total provision of new housing called for, in order to

teke up the sccumulated deficit, meet the net incresse inm

number of families, and replace, say, but 75,000 houses

& year that may certainly expect to burmn down, or be torn

down, or be otherwise withdrazwn from use, we shall have
75' O oe0

to average appro:imately w new dwelling units per

year, or & total for the 10 yeers of more than 7 1/2 million.

liu thu is a large order even when you iaske into

AR s AT

eoi,amun\@mwtnmm«mmﬁ: using,

wl*nsﬁmﬁ,frﬂthomtmwthcmst ous.
nmhtmfutmm.mg.mnmmto the 10year
estimate without straiming the probebilities for the

v i‘; s
[\b figd?stht I have given do . not take mw such

factors u the abandonment of & substantial number of houses
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that inevitably occurs when émi% suffer & not loss
in population, mdc& nu;éu take nwmt the
general trend VA mmp{n has been
procecding for several decades. F e, the figures
do not assume, what might ul&bo anﬂ!d in a country
that is becoming housing-conscious, & m‘up&d demolition
of uafi-thowm thnuhu ordinarily t:kmplheaintho

past. nnunfiumldmnhphhumﬁn%@h

uunhofthomnimt:fnruﬂmhomgu&‘c,n

fmmtmmommmthemmym}\un
%

ample justification For the statement mede-a-couple of
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of the hmerican Institute of Architect

&t Williamsburg,
v}xgnn. that here in the field of housing there is &
mtn* w,w”cfﬂn first magnitude and that it
cmtm\ﬁ th. next great field of American industrial

¥hat this meens in the way of further industrial
recovery and employment can be judged from the British
experience of recent yesrs. The relative prosperity that
Great Britain has enjoyed during a corresponding period
of depression in this country has been attributed in the
main to the country's extensive program of small-house
construction.

During the past 5 years the number of houses

built in England and Wales totaled 1,179,294. The number

built in the United States during the same period is



%
S

estimated at about 700,000. Had we built &t the pritish

rate in proportion to our larger population we should

Qﬁ«»’h«‘ﬁ-«cfim&.@mi,‘ 3,500,000 0 A griasa, mﬂé.wm,.@mmf
v B & yltAA,. Al F APyt Gt
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Row-we-mightesk; in-conelusion, the funds
asa to come from to finance the home-building that will
be required for these three-guarters of & million or more
houses that we shall need to built each year on the average

3
over the next 10 years.

-

.....

,/"f‘

The answer is thet the funds are to come in the
mein from the banks, unless the banks sre to relinguish
to other agencies a lerge proportion of the savings now
held by the banks. Itmﬂdnppurthatatthawm.

time the national banks, the State member banks of the
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Federal Regerve System, and the non-member insured benks
have the authority, under existing law, to meke resl-
estate loans up to a total of spproximately £9,100,000,000,
Their outstanding loans on real estate are approximstely
£5,300,000,000. Thus there is legally asvailable from
this source an additional $5,800,000,000.

In addition it is estimated thet life insurance
companies and mutual savings benks hold something like
4 billion dollars in cash or United States Government
securities over and asbove the proportion of their total
assets held in these forms from 1925 to 1851. From this

)

it may be estimated that, if the portfolios of these
institutions were to retura to more normal distributions,

they would be able to absorb with their present resources,
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given appropriste conditions, something like $2,900,000,000
of non-farm mortgeges. An additionsl $100,000,000 mey be

estimated to be currently available in the idle funds of

© building and loan associstions. This might be increased

to some $400,000,000 if the potential borrowing power of
these associztions were aveiled of through membership in

the FPederal Home Losn Bank System.

The-eonclusion-seems to~ be clear mww

that the new-business operations of t.ho,hmh in the years

N

immediately head of us ;fly in the field of housing,

maxyum—{;u{etw,mnm
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commercial ] es that will become Jﬁ’“ﬂ{bl. &8

4-,'

5

thu»grut potentizl market developes for themselves “
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for their commercisl borrowers, in faect, all the differemt.
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kinds of lending institutions which do the finameing
arising from this kind of industrisl activity, end sll
the different kinds of enterprise which go to make up
the housing industry, would seem to have shead of them
over the next 5§ or 10 yeers far more business from this
source than they have ever handled during any compaerable
period in the past.

Furthermore, &s to the mortgege finsncing that
will be involved in these operations, our lending institu-
tions have now available to them the additional facilities
and safegusrds that were not available in the past--most
notably those provided by the Federal Home Loan Bank Act,
the Bational Housing Act, and the Banking Act of 1935,

1 would not urge you to explore the possibilities

of this approaching housing msrket if your judgment dictates
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& different course. I would simply point out to you that
building is sgain by wey of becoming the Number One big
business in the United States, that none other of com-
parable megnitude is in prospect as a field of new business
for banks, and that it bids fair to be with us for a long
time if we deal with it prudently and with & decent regard
to our past mistskes.

I thank you.

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





