PROSPRCTE FOR HOUBING

Present situstion in housing

ls The housing we now have is being used as fully as possible.
Vacant houses and apartments amount to less than one per cent
of sll units in practically all the plases that have been
surveyed recently. The desirmble ratio is about five per cent.

2s During the war we have built sbout 2,750,000 permenent units,
but the musber of families has ineressed by about 4,850,000,
Kigration of population to war eenters has created serious
housing shortages in those places, and prastieally all of the
housing bullt during the war has beon built in war activity
areass Throughout the country, however, families have
undoubled and sought larger quarters as their incomes inereased,
8o that now, there are shortages in areas which had very little
or no war business.

3« Prices of houses have risen substantislly sinoe 1940 =~ on the
average, probably between LO and 60 per cent, but in some aress
average ineresses have been much greaters In some places the
prices of the lowereprieed houses have inereased by 100 or
150 per cente The Office of Price Administretion recently found
thet, over the country, houses which had been rented and were
#0ld for owner-occupaney sold for 1L5 times the momthly rems,
and in ome region for 195 times; in some eities the ratio was
oven highere The ratio which is usually considered normel is
100 o 1. Residontial real estate appraisers, in a regent
survey, estimated that houses are selling for 20 per cent above

of houses, however, many which were remted have been seld
for owwr-ocoupancys In 194l 0.F.A. lssued 165,000 “eortifiecates
of eviction” which must be cbtained by landlords who wish %o

sell remted houses to porsons other than the Ytenants; during the
first eight months of 1945, 150,000 certificates of eviction were

S5« People are now in & pesition to bid for housing. Incomes have
been high during the war and will probably oontinue relatively
high for some time for & substantial muber of families.
Femiliee heve larger holdings of liquid assets now than ever before,
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During the war, the Jovwermment exercised several ocontrols over
housing and residential building.

as The Office of Price Administration controlled rents. This
control is s¢ill in foree and C.Pehs has suthority to
contimse it in foree until Jume 30, 19L6. O.P.A. does mot
heve any authority to control the price at whieh houses
are sold.

be ‘The %ar Production Soard, through Limitation Order i=ll,
controlled the building which might be done and channeled
meteriels to jobs which were spproved, Under this econtrel,
the National Housing Agency established residential
building programs for esoh locality, specified the kinds
- of houses that might be built, and established meximum
prices and rents shich could be charged.

i=l1 hes now been rescinded, effective October 15, so that
the Federal Covernment now has no control over the amount
of bulilding which will be started, the type of building
which will de undertaken, where the bullding will be done,
or the prices which will be charged.

vhen L=l wee reseinded, lr, Snyder announced a six=
point program “to spoed expansion of the construction
industry”, but nothing ssems to have been done about it,
exvept that the OsFehs has sposded up its program of
tightening its controls over the prices of bullding
materials,

¢e The Office of Price Adminlstration controlled the prices
which might be charged for bullding materials and for the
services rendered in contraect construction. These controle
were not outstandingly successful during the war, but
ePehe hus tightened the contrels and strengthened their
administration, so as to control inflation when building
starts agein.

de The War Vanpower Commission diverted labor to essentisl jobs
during the war. This control has been eliminated.
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e+ The War Lavor Sourd regulated wage rate inereases, and this
control has alsc been eliminateds There is, however, an
informal agreement betwsen the building trades unions and
the Office of Way Mobiliszation and Reconversion that wageerate
inereages will not be demanded. I do not know of any
disputes over wages in the building trades.

€« For the mear future the Jovermment has three controls of housing
and residential building:

@e Hont conbtrol, exercised by O.F.h.

be Control of the prices of building materisls, also exercised
by QePalie

¢es Control of the secumulation of inventories, exercised by
#ePeBe This control will probably not be used effectively,
and WePeBe s to wind up its affalrs very soon.

5« There have been indieations that an attespt will be made in
Congress to have U.Pshe's authority to regulate rents removed
before next June, If this should be suceessful, the results
will be serious.

Lie ¥r. Dowles, Administrator of 0O.P.d., has spoken & good deal recently
ahout the need for control of the prices of houses, both new and
old, and hag sald that O.F.hs will urge Congress to pass & bill
glving U P.ke this authority,
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ing market today.

There are very serious dangers in
in exocess mumber which

The deamnd for houses is so far of
reasonably expeet to build soon, that prices ouses are likely %o rise
furthers In this situstion, bullders bidding

put very strong pressure on price ceilings, and black market operations,
at very high prices, are likely. (I have heard that truckloads of brick
sare now belng hiejacked.) If priee controls are broken, bullding costs
oan eagily inoresse so rapidly and so far as to atop bullding completely.
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If rent controls are removed, this situation will be made very
much worso, sines families who are content to remmin vhere they are at
present rents will come into the market if rents are inoressed 30 or
50 per cent.

The danger of inflated prices to mortgage borrowers and lenders
is aleo serious. lNany of those who have bought and berrowed during the
last three yoars will probebly bear losses when the market for houses is
more mearly satisfied, and if prices continue to rise, those who buy in
the near future will lose momey or have their mortgages foreelosed.
Lenders who have sanctioned high appraisals are likely to suffer lusses too.

It seoms essential that Govermsent should do whet it oan to
Digitized for FRAPgRant pricss and coats from rising further and to proteet buyers and
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borrowers, many of whom will be veteranss The first step would seem to

The removal of l=l]l has left us with only very weak brakes on a
very dangerously inflationary situstions The faet that, without =Ll or
& control like it, no messure so fer thought of is essy o administer or
likely %o be completely successful mekes it very possible that the
Government will do nothing, and thet is probably the worst it could do.

R.Wood
10/5/45
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