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MEMORANDUM ON THE CONSOLIDATED DRAFT
OF LEGISLATIOR
PROPOSED BY THE
HOME OWNERS LOAN CORPORATION
FEDERAL HOUSING ADMINISTR:ITION

The proposed cmendments to the Nstional Housing Aet and
the Home Owners Loen Corporetion Act conteined in the consolideted
dreft of the legisletion szbove referred to, zre set forth in See~
tions 2 to 31 znd Sections 32 to 42, respectively. The great
mejorityvor these smendments zre sinply techmical or elerifying
in nsture end require nc detailed comment.

FAEEIIE T S R R

Tekiag up First the proposed amendments to the Netional

0 Hoﬁsigg iet, the following sre those which to some degree lnvolve
substontive chenges in the present stetutes

1. Section 6 suthorizes the Adminigtrotor to insure

mortgeges in excess of eighty percent (20%) upon
properties zpproised et not more than forty-five
hundred dollers (£4,500) end constructed after
Jamuery 1, 1936 end before July 1, 1937.

The purpose of this zmendment is to meel n possible need
for = substentisl stimuletion of construction cf homes for the lower
income groups. This is sccomplished by enabling the kdministrstor

" to reduce the smount of the twenty percent {20%) cesh equity now

recuired of the borrower to such extent zs mey be consistent with

sound lending pructice. To this end the smendment expressly provides
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that the Administrator may require the mortgagor to furnish such
security in addition to the mortgage as may be deemed sdequate to
securs that amount by which the mortgsge debt exceeds eighty percent
{80%) of the appraised value of the property. In many instances,
persons 'lt.h small bul steady incomes are not in a position to 8C=
cumilate twenty percent (20%) of the cost of a home for the douwn
payment although their general credit standing or other colletersl -
resources sre aaple Lo secure thelr loan.

This proposed amendment would enable the Administrator
to establish regulations under whi: ea®P case of this character
could be handled upon its nlerlta, thus peramitiing worthy borrouers,
able to meet all rejuirements except thut of a twenty percent (20%)
down payment, to buy or bulld homes, the cost of which is within the
scope of their present and reasonably anticipated income.

It is not intended thaut the smendment should entsil the
unrestricted finsncing of small homes; but that in every case, the
soundness of the transaction would be carefully scrutinized and a
loeh in excess of elghty percent (380%) would be approved only where
the borrower is in & position to support the excess, either by pute
ting up securities, personal nroperty, or other additional collate
eral, by obtaining tha endorsement or gusr:ntee of his note by some
other finaneially reeponsibio person, or by otherwise complying

with regulations designed to meke the excess loan secure.

n
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ce becnion i0 am=nds Section xu4(bj of the National
Housing Act by removinmg thercfrom the date July i,
1937 upon which ths government guurzniee of debenturcs
issued by the Administration in exchunge for forecloscd
property expires.

It is obvious that for the insurznce of the Federal Housing
Administrstion to be acceptable in the murket, the debentures aust
be elther gusranteed or supporied by =« cagital funu ashich is suffi-
cient in amount to ihégiru the comiiaence 9f tuose w#ho purchese in-
sursnce. The fund of $LIO,0UU,00U appropriated. in ths National
Housing act for this purpose is far too smuil in proportion to the
voluge of business 0 $xyUdUyduu,y,Uuy suthorizec Lo uccomplish this,.

The reinsursunce fund is to be buiit up by trunsferring to it
wien group accounis are closed out an amount equivalent to 1) per ceat

. of all premium payhents into such group sccounts. aith an average
| sortgage 1ife In excess of twelve years, it is obviovus that no con-

siderable number of these group accounts cun be closed ovut for o
period of {ifteen or twenty yesrs. Lu;}ng this time, thercfore, the
reinsurunce fund cannot be built up cxeept through interest wam in-
vestaenis.

: During this perioed, the confidence of privuate lending dnsti-
tutions in the debentures issuea bi the Fedsras Housing scministre-
tion must be supported elther by lafger caplicziization of the re~
insur.nce func or by the comtinuution of the governaonl guursntee.

.Thla gursntee must be continuced until londing institutions cun be

induced to look with the sume cegree of confidence to the Mutual
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Mortgsge Insurance Fund itself as that with which they now look to -
the guarantee of the governaent.

For the government to allow this guarantee to lapse on

July 1, 1937 would remove the foundstion of the entire Title II

prograa just as that program is commencing to emsrge from the Initisl

period of organization und become really effective on a lurge scale.

‘The resuli would be not only to render abortive the long-tera obJec-

tives, for the achievement of which Congrecas adoyt;ed the National
Housing act, but also largely to undo everything alrecay accompiished
by the Federal Housing Administration t.ovérd the lmprovement of pres-
ent housing standards and conditions and the reconstruciion om & souna
basis of the home mortgage debt of the country. ; o

It should be‘pointed out that the guarantee of Federal Housing:

 Adsinistration debentures by the government représents only a con=-

tingent liability upon which there is little likelikood of the gowerm-
meat's ever having to pay. While this contingeat liability techmically

is reprecented by the outstanding amount due on insured mortgages, one
would have to assume defaults and. foreclosures on pract‘.ically every

home in thé country and the total loss of all the value in the property \
transferred to the Federal Housing adainistration after foreclosure, "t
in orier to arrive at an sctual llability of the Treasury evem ap~ - |
preximating unything like the umount represented by the outstunding

balances on insured mortgages.

(4)
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Actusrial calculations, based on the most coaservutive
assumptions, indicate thut cuch group account muy sur£§r 48 hnigh
a3 20 per cent foreclosures of mortgages and still have suiliciemt
funds through premiua income to meet all losscs. The liability of
the Treusury is, therefore, very remote und contingent, anc any -
possible losses that the Treasury might sustuin becsuse of this
gusrantee would be S0 small as to be negligible compured with the
advantages to the country of tne prograwm of the Federsl Housing
Administration.

It wouid accordingly appear to be a polley of very doubtiul
wisdoa [or the govermmeni i) sacrifice the entire Nutlonal Houbihg
act progrum just =«s it beglns to demonstrate its success, for ;hé

. immediate and insubstantial purpose of eliminuting from ths books
of the Treusury so remote and contingent a liabllity as that 1n-l
volved in the government guarantec of Federal Housing administration
debentures.

3. Section 19 amends Section <07 of the prcéznt act

by providing in iieu thereof a statutory fremework
-adequate for the proger carrying out of the functioms
which Congress, in adopting the original Section <07,
clearly intended the administration to perforu.

It wus recognized from the outset thut Section 207, as
adopted, was too brief and incomplete Lo serve z2:s a law under

which lurge scale housing operations for persons
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. of low income cwuld be properly handled through the insurance
feature of Title II, and the primery purpose of this amendment is
simply to cover, in sufficient legal detall, the intention ex
pressed by Coungress in a condensed and general form in enscting
such section.

In only two respecis of any importance does the amendment

differ from the original Section 207. They are as follows:
: (a) An insurance fund separate sand distinct from the
Mutual Mortgage Insurance Fund is set up for
large mortgages upon low cost housing projects. -
The National Housing Act created & system of mutual
mortgage insurance. Mutual insurance is in essence the grouping;of
similar risks. There is no similerity of risk end hence no mutue

. ality between & $1,000,000, corporate mortgage snd a $16,000 home
mortgege; yet these risks are grouped together in one fund &a the
Act now stands., The proposed amendment takes the large.nortgages
out of the small mortgage fund. Thus a condition preventing true
mutuality among the small mortgages is removed and the original
intent of Congress as shown by the Committee Reports, can be

realized.

(b) Provision is made for the insurance of debentures
upon assignment of the mortgage to the Adminis-
tretor after default instead of upon conveyence
of the property after foreclosure.

The wisdom of putiing the Government in the business of
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foreclosing mortyages against home owners has been seriously yues=
tioned. With thls in mind the Congress authorized the payment of
mortgage lnsu:ance only after the mortgsgee had completed foreclo=-
sure against the home owner and was in possession of the propertyes
This method of settlement s the Act now stands also applies to
large corporate mortgsges under Section 207, but the considerations
prompting this method of settlement obviously do ndt appiy to large
corporate mortgages. There is no reason, therefore, why mortgage
insurance should not be paid upon assignment of the mortgage 1nvth§
case of corporate morigages.

In addition, this method would induce private capital to
finance large-scale housing at lower interest rates because it ase
sures the certain and speedy collection of the insurance. The -
certainty of the lnsurence lﬁproves the mortgage security and
lowers the money cost. Low money cost is vital in housing low in-
come groups. The government is zlso better protected because 1t 
cen obtain possession of the property more promptly and thus main-
tain the project as a going concern, éafeguardlng earning power
and property values by eliminating the possibility of waste and <
milking.

The proposed amendment also clarifies the Adminlse

trator's right to insuie mortgages covering housing -

for sale as well as for remt.

The statute as it now stands, leaves some doubt upon

this point. Under the amendment, the Administrator is given the
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‘ right to supervise an operéti.on leading to & result already easily
obtaineble through indirect methods. For, even assuming thet the
Adainistrator may only insure mortgages covering housing for rent,
the mortgagor in a given case may by the simple expedient of re-
finsncing the mortguge without the insurance, proqeed to sell off
the propertye.

It is felt that under the amendment, wide use will be
made of the insured mortgege device in the development of new subw
divisions and gerden spertments. These developments, however, in
order to obtain mortgage insurance must be lanned according to
sound real estate and housing practices, and the limited dividend
corporations or other agencies, public or private, undertaking the

; projects, must submit to strict supervision designed to protect the

' public as well as the risk which the government assumes. In this
woy the unbridled speculstlve practices of the past may be largely
svolded.

The proposed amendment to Section 207 does not change
the classification of eligible mortgsgors; the size or chsracter
of eligible mortgages; the character or kind of eligivle proper-
ties or the premium rate for insurance. In short, the proposed
smendment merely perfects & vehicle for carrying out a policy to

which the Congress is already clearly committed.
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he Sections <ig «J anc o4 provige for the following amend-
ments to Title III of ibe Nationsl Housing act:

ae bection :« increuscs the power of Nationel Mortgage
Associations by sliowing them to auke lozms and ad-
vances upon mortguges ipsured under Section 297 of
Title II of the act, thul is for Lurge scule housing
projects.

The purpose of this cmendment is to make additionsal funds
aveilsble for the financing of large scuie private housing projects
contemplated by Section <07 and the proposed zacnoments. In acdition,
the powers proposed by this legislatlon ouid easblc these assoclations
to {inance the underlying mortgages in publiic housing projects us well,
by muking insured loams on such properties and selllng their debentures
to the public to cover such loans.

be Sectiom 22 also lncreases the sowers of N-tlonal Hortgage

assoclations by enablilng them to zct ss trustee under
aqortguges.

The purpose of giving nationsl moriguge associations these
powers 1s to cnuble them to facilltete the linunclng of lurge scale
housing operstions when such financing must be curried on through &«

bond issue. It is not designed to give wlde and gemeral trust powers

and if the proposed amendmenis to Sectdon <07 sre effectualed the

administration is willing to delcte uhis proposed part of the seetlon.
¢. oSection <3 peradts the administrator Lo suthorize sm
assoclation to commence business when <5% of its capi-
tel has been pedd in, In cush or governacat securities,
Under the preseat act, capitul stocx must be pedd for im full
before an assoclation can Legln busincss. Y%hen ¢ Nutionsl Mortgsge.
Associztion i organized, thoere must necessarily ciwpse a considerable

period of time after substuntiel paymenis have been mude gp capital

7
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stock before the asscclation cun scquire insured aortgugss in an
asount represcating the totul capltaiization. Iuring this periva of
building up its portfolio, therefore, a substentlel aaocunt of its
capitel would have to remain idle &nd unproductive. This i‘t;ct By
readily deter the investment of privatve {unds in the eapitsl of a:‘
flational Hortgage association. The proposed cacnument merely mitl-
pates this situation by cnxbling un sssoecletion to being to bui;u

up its portfoilo when <5% of its cepital hus been sctusliy peid in,
but ¢ Ll the cepital stock subscribed. During this perioc, however,
the wssoclition cannot issue debentures, notss, or other svidemces of
indebtedness. The public, therefore, csa huve no interest at ;take-ln
these early operations of the assoclation. Tpe cupltal stoek aust be
pedd in full before debentures, notes, or any other obu.gat.lonb cen
be issued to the public.

The aacndment thus simply removes an unasccessary restriction'
en the purt of private capital in the National Mortgage associsztion
fields

de vection 24 incresses the ratio belween the amount of

debentures which mey be lssued by un assoclation wunc the
smount of 4ts capital and surplus froa 1l to 1 to <0 to 1.

National Hortguge associations must operate on « very nurrow

spread between the yleld of mortguges im their portfolio and interest

rate on thelr debentures. 10 show « lsgitimete profit

iU
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. on the basis of a narrow spread, it is essential that the
volume of business which may be done by the associction be
increasea &s much as possible.

In view of the safeguerds thrown about the operations of
Nationel Mortgage Associutions, there is no reason why a.
20 to 1 ratio should be inherently any less sound then a
ratio of 12 to 1. For jJudging this metter in practice, the
only evidence avsilable is thet presented by the operations.
of certain Buropean end South Americen institutions of &
similar nature. These have operated soundly and conserva-
tively over a'pariod of nany years with ratius as high ss

50 to 1 and without any guarantee of underlying collateral,.

. Since every issue of debenturea must be approved by the Ad-
ministrator and the total amount of sll such debentures must
be supported by an equivalent amount of insured mortgages,
cash, or government securities, it is difficult to understend
how the increase of this ratio from 20 to 1 can be attecked

as an unsound finsnciel practice.

The purpose 2f capital stock in an institution selling its
obligatlons to the public is to ensble that institution to
absorb losses susteined on account of assets held as col-

lateral to its public obligations. When such collatersl is

e : 3
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‘ restricted to cash, government securities, snd insured mort-
gages which are eventuslly gusrsnteed by the goverament, no
severe losses on account of collatersl can be sustained by
the associstion. Any losses actually susteained can, further-
more, be offset by esrnings. A cushion represented by a cepi=-
talizetion of 1 to 20 represents an adequate safegusrd sagainst
losses on collateral which cannot be met out of operating
revenue,

5. Section 29 amends Section 5136 of the revised
statutes, as amended, by providing that national
banks may subscribe or invest not exceeding 6
.percent of their paid up net cepital stock and
surplus of nationel mortgage assoclations.
This power has already been conferred upon commercisl
banks operating under stete laws in thirty-six states, upon

‘ savings banks in thirty stetes and upon trust compsnies in thirty-

seven states, as & result of amendments to their appliceble laws
passed since the adoption of the National Housing Act. Banks
have been the chief source of the funds advanced to date under
mortgages insured under Title LI, and their relationship to the
entire insured mortgage program is perhaps more fundementally ime
portant than that of sny opher class of private lending insti-
‘tution.

The purpose of the proposed amendment is simply to
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‘ complete the integration of the functions of national banks &nd
the Federel Housing Administration of mortgage financing by
according to national banks the right slready possessed by state
banking institutions.

.Natianal banks comprisc & substantial portion of the
institutions already spproved and active as mortgagees under
Title II &nd their direct interest in giving to insured morte
éages as high s degree of liquidity or shiftability as pocsible
is obvious, and national mortgage associatispa were provided ifor
by Congresg for this express purpose. ‘It is felt, therefofe,
that national mortgage associations in which national benks have a
financial interest would be assured the most competent &nd res-

| ponsible management that it is possible to give them.

. In view of the close governmentel supervision to which
both national banks and national mortgage associstions sre sub-
ject by law, it is submitted thet the authorization of ﬁational
banks to invest in tﬁe stock of national mortgage essociations
cannot be attacked &s &n unsound or unwise innovetion in

banking and flnanclial preactice.
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With respect to the proposed amendments to0 the Home

e Owners loan Corporation Act, we submit the following commentss

1,

Section 33 authorizes the Home Owners Loan Corporation

“to make loans to individuals to ensble them to build
homes after this Act takes effect, or to bay homes

bailt after this Act takes effect, or to improve homes.
Properties dealt with under this section should not
exceed $5,000 in value and shall be for the occupancy

of the persons securing such loans. Such loans shall
not exceed 20% of the appraised value . . . . but may

be made as . part of or subject to loans by other lenders
on such pry erties.® Th' terms and conditions under
which such .oans are to bs made are to be prescribed by
the corporation, and the corporation is authorized to
expend $200,000,00 r the purposes of this sub-section.

To this proposal the Federal Housing Administration is in

opposition for the following reasonss
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b,

The Home Owners Loan Corporation was created as an
emergency organization to perform a specific task. This
task has been admirably performmed and is essentially com-
plete. If ever the govermment expects to withdraw from
this type of direct lending operation it should do seo
now. The effect of this proposed legislation would be
to perpetuate the Home Owners Loan Corporation erganiza-
tion consisting of some 282 offices with ne.urly 20,000
employees. It would project a paternalistic form of
government tingmial practice indefinitely into the
future.

The wording of the proposed leglslation is so broad and

general that it is difficult precisely to understand the

14
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type of operations which would be authorized. As
drawn, the language could certainly be interpreted

to include the making of direct loans by the govern-
ment for the purposes of medernizing and repairing
existing properties. This type of loan is now being
made by private financing insti tutions insured by the
Federal Housing Administration under Title I of the
Wational Housing Act. The average wlume of loans
insured for this purpose during the past 6 months has
been over $26,000,000 per month through more than 6,000

private financial institutions.

The direct lending of government funds for this purpose
would be a serious duplication and create direct competi-
tion on the part of the govermment with these private
lending institusions. 7This legislation proposes to put
the government into business at a time when many repre-
sentatives of the administration have been indicating that
evcry_offort wuld be made to take the government out of
business and out of competition with private business
wherever possible. From a political peint of view, there-
fore, this would seem to be an unwise proposal.

There is nothing in the proposed legislation to indicate
the nature of the security to be taken on these loans or
whether any security would be required. It may be assumed,

however, that some type of mortgage security such as a

16
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gsecond or junior mortgage would be required. If such
advances are made on mortgage security, some sort of
inspection and appraisal of the collateral would be
required. Without them the operations would be impos-
s8ibly hazardous. If the loans were made in any con-
siderable volume, these operations would necessitate
the creation or retention of an organization large
enough to handle all these inspections and appraisals.
Such an organization would be exactly duplicating the
functions of the Federal Housing Administration.

The costs of making the necessary inspections and
appraisals would be the same as those involved in

making any mortgage locan on properties, and there

would be no source of income to offset these costs.

¥hen the average size of these loans is considered the
costs of making them would certainly be exorbitant.

All the opsrations wopld have to be carried out directly
with all expenses paid by the govermment. In contrast,

the Federal Housing Administration carries on no direct
lending operations but utilizes 8,000 private institutions
which absorb these expenses and enables the Federal Housing
Administration to maintain a low expense ratio.

If the purpose is to make second mortgages, we belleve that
it represents unsound financing, the perpetuation by direct
government activity of one of the most iniquitous features
of home financing practice, that the policy represented would

be diametrically opposed to one of the basic features of the
16
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National Housing Act, and that as a precedent it would be difficult if

not impossibvle to discontimue this activity.

If the government made a loan on a mortgage junior to a prior lien,
in case of default on the first mortgace it would either forfeit its
loan or would be obliged tc assume the liability of the prior lien.
Assuning an average advance of $1,000, or 20% of the appraised walue
on a $5,000 house, and an underlying mortgage of 70% of $3,500, the
total amount advanced and the total contingent liabllity of the

governnent would be approximately $900,000,000.

If the government abandomed its claim against the property in case
of default on the first lien, the advance of funds represents a bomus

on which government losses might be wvery great.

The abandonment of these claims would result in the holder of the
first nortgage obtaining properties at a price which would represent
at least 204 less than the total loans against the property.

No interest rates or other limitations are proposed in this legise-
lation. It may ve assumed that the interest rate would not be in
excess of the 5% now charged by the Home Owners loan Corporation.
In many cases the interest rate on underlying mortgages would ho in

excess of 54. The government would thus be placed in the anomalous

. position of guaranteeing im effect the first mortgage whieh bore a

O
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higher interest rate than its second.

Even though the Act restricted the interest rate on advances on

prior liens to say 4%, the advance of government funds on gecond

17
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mortgages would be tantamount to a guarsntee of the prior lien and
’ would create a great deal of confusion with regpect to the zovernment

progran in connection with the guarantee of mortgages.

The government would be placed in the ridiculous position of operating
twe programg of mortgage guarantee, one of which required the payment

of a premium and the other did mot.

e. - The government is now authorized to subscribe to 75% of the stock in
. Pederal Building and Loan Associations. This proposed legislation
- would authorize the government to advance 204 directly above mort~
gages made by these sucoclations. Of the total amount lent in such
‘an operation, governsent funds would represent 76.2% of the entire
- loan. Thus of every §.000 advanced to the borrower, $762 would be

‘ government funds.

-This program would be in direct competition with that of national
banksg, state banks, memberg of the Federal Reserve System, savings

© banks, life 1nlurn.nco_ companies, and building and loan associations
which are cooperating in the program of the Federal Housing Adminis-
tration. Under this program private lemding institutions have ad-

~ vanced during the past six months an average of over $22,500,000
per month and have reached a level of $7,000,000 per week with a
present rate of increase of mearly $1,000,000 per week. These
private lending institutions cannot compete with the kind of program
proposed. The effect, therefore, would be to drive these institue
tions out of the type of operation now represented by the program
of the Federal Housing Administration.

o
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The effect of this proposal would be to give an unfair compe-
titive advantage to the bullding snd loen associstions in

connection with thelr mortgage lending operations.

Federal building and loan associctlons can now lend up to 75%

of the value of the property without mortéage insurance. If

& 20% loan is obtained under the proposed program, the total
amount borrowed would represent 95% of the value of the property.
State building end loan associations can lend up to 66 or 67%;
and thus & borrower could secure through /hem and through

the government loan up to 86 or 87% of the value of the property.
But national banks, state banks, members of the Federsl he-
serve System and life insurance companies sre limited to

loans of 50 to 60% on uninsured uortgages? This amount plus.

e 20% loan of government funds constitutes considerably less

than the percentage of property value which can be covered

by loans from Federsl and other iypes of building and loan
associations under this progream.

The program would be exceedingly difflcult to administer in

such a way as not to expose both the government and borrowers -
to extrsordinary risk due to shoddy construction, over-selling,
padded construction costs, and all the otier bad practices

which are associated with second mortgage lending. In the

program of the Federal Housing Administration provision is

19
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he

mede -and an organization is trained to enforce regulations
designed for the protection of both borrowers and lenders

against these practices.

The proposal, though made as a temporary or emergency mezsure,

would have the effeect of confirming privete lending institu~

i.
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tions in the snelent practice of lending only 50% or 60% of
the value éf the property on first liems. The government
would be in & position of perpetuating mortgsge practices:by:
lending institutions which would encoursge and almost compel;
the use of sedondary finsncing. This type of finencing pracs.
tice was vigorously condemned by the Chsirmen of the Home™ - .
Loen Bank Board in his testimony before the Senete Banking and
Currency Committee in May 1934 in the following wordss'_l

"But so far &s it is humsnly possible in the future .-

to eliminete secondary finencing of that cheracter

-1t ought to be done. It hes beoen done in other -

countries to & very large extent and there is no-

reason why it cannot be done here.®
It is doubtful whether the proposed program would result, &s:
suggested, in the stimulation of construction. It is more
likely that it would result in merely changing the channels
through which funds are made available for construetion.. -
While these funds are now coming from private sources in an -

incressing volume, the effeect of this proposal would be t6

substitute government funds on second mortgage sand reduce”



. the amount of private-funds lent'on first mortgage. When &
porrower or prospective builder requires; szy 80% of the pur-
chase price or the cost of his propertyy on & loan, a private
financial institution and the borréwer himself would neturally
prefer a. 60% -mortgage and & 20% -government second mortgage to

an 80% first mortgege from = private lender.

The result would be that in connection with every home under
$5,000 that is in conteémplstion, applicstion would be made for
this government losn. The $200,000,000 fund would thus probably
be quickly used up in connection with projects which will un-
doubtedly proceed without such-finencing, and additional "funds

would be required to.continue the progren.

je Finally and in summary no proposal.could be made that would
more successfully defeat many of the major objectives of the:
program of the Federal Housing Administration.

2. Section 34 authorizes the Home Owners Loan Corporas-
tion to expend $3,000,000 "to promote cooperative
thrift and home bullding, to assist in the rehabil-
itation of mortgege lending institutions and gener-
elly aid in the development of a sound home building
and home ownership program throughout the United:
States." '

It is difficult to formulste a precise judgment with
respect to this proposal beceuse of the general terms in which

v
the legislation is drawn. Insofar as the purposes of this
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legislation are fg%e'na,b]_.e the corporation to promote the estsb-

relopment, of federal savings snd loan associations
we fesl that '1t'iz.,;':{auperfluous.

There::'i_.‘agfc'ert.ainly no dearth of funds aveilable for: ine
vestment ia mortgw,‘r nor any gemersl lack of linancing facilities
throughout the f‘.afgntay gs-8 whole. 1If it be conceded that there -
are isolated 590%_:;5{ which funds are not avallable, Federal :
Sevings and Lnan_;wutlons can be created in those isolsted
cases without -the{%rlditgre of any fund compareble to ?3,009,00’\.).

The Fedagg&.}loushlg Administraticn doubts the advisability
of the gove;mment'g%gqtively promoting the organization of addi- |
tional Federal Saﬂng;sa.nd Loen Assoclations. During a. period in
which the Board of: wgz'norg of the Federal Reserve System, the
Reconstruction -Fi@%&?qrpomtion and the Federal Housing Adminise

tration have been ﬁ%}g to reduce interest rates, many of these

‘Federal Savings axaq!&ggx‘x‘_hssociations are charging high rates,

notwithstanding the, fgef that government funds may be invested in
these mst.s.»tuuona.yg;& & msximun of 75 percent of their total
cepitalization. ' |

Although thesv ggne:al policy of the Administration ai
esteblished in the Bmal Housing Act 1s to insure mortgages up
te 80 percent of the; mglne of the property, these associations

have not yet been aufhoplzed to make losns in excess of 75 percent.
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. A This could be accomplished by aﬁandmnt of ‘chartera by the Federal
Home Loan Bank Board, but this Board has never taken any action
in that direztion.

Wkile the type of function performed by both the Federal
and non-Federal Savirgs snd Loan Associations is recognized by
the Federal Housing Administration s important, at the same time
it must be remembered that both these types of institutions, ae-é
cording to estimates by the Federal Home Lo=n Bank Bosard, hold
only approximately 23 percent of the home mortgages of the couniry.
We do not see the wisdom of the government's expending $3,000,000
in ths rehabilitation of this type of institution and in the es-
teblislment of additionel Federzal associations.

’ | Invofer as the purposes of this amendment are "to aid
in the development of a sound home building and home ownership
progrem® it obviously duplicates almost verbatim the functions
of the Federal Housing Administretion provided in the Natlonal -
Housing Act. It would seem undesirable for the government to
duplicate the expenditures and organization to accomplish these
identical purposes. |

3. Sectior 42 provides for the establishment of a
National Housing Commission.

On this we are for the most part neutral. Attention
is called to the faet, however, that there exists at the present

time a Senate Committee and a President's Commission estabnshédf:[
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for the purpeose of studying the methods of coordinating activities
in the Executive Departments of the government. We assume that
these commitiees will study the problem of coordinating housing
agencies. It seems & duplication of the functions of these com=
mittees to propose the establishment of a Netional Housing Com-
mission as sugzested in this draft.

'Wa helieve, furthermore, that the establishment of such
& commission can b2 accomplished by Executive Ordér or by a
Scnate or Houss resolution without the formelity of legislation.
The Federal Housing Administration, however, would supvort lsgis-
istion designed o estsblish a Housing Coordinstion Board con—
sisting of the heads »>f housing agencies, with‘bower to take such
action au they deem advisable to consolidate 211 the housing ac-
tivities of the government under such agency or sgencies as

geewad advisable. -
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