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Federal Savings and Loan Charter and
Rules and Regulations Revised

OR many years savings and loan lead-

ers have recognized that, out of the
multiplicity of practices and policies fol-
lowed by managers of associations in vari-
ous sections of the country, some were
more effective than others. This brought
about continuous discussions and finally re-
sulted in the organization of a committee
to formulate a model savings and loan pro-
gram based upon the most effective prac-
tices. After several years of study and in-
vestigation, such a plan was evolved.

In 1933, the leaders of the industry seized
the opportunity to make practical applica-
tion of this plan by adapting it to the Fed-
eral savings and loan associations author-
ized by Congress in that year. The Charter
and the Rules and Regulations under which
this type of association has operated for
three years embody the essential principles
of this model program.

Since 1933, this model plan has been put
to the test of experience. Its success has
been beyond question. Nevertheless, those
who have had experience with it found out
of this experience reasons for modifica-
tions, particularly in the direction of
greater flexibility of operation. The cumu-
lative effects of such requests for amend-
ment of the plan, indicating a general
agreement upon certain specific features of
it, resulted in a restudy of the entire pro-
gram, out of which has now developed a
revised Charter and Rules and Regulations,
which become effective December 1, 1936.

This study was participated in by every
operator of a Federal savings and loan

December 1936

association, the Federal Savings and Loan
Committee of the United States Building
and Loan League, the Federal Savings and
Loan Advisory Council, the officers of the
Federal Home Loan Banks, and a special
committee appointed by the Federal Home
Loan Bank Board.

The Board has accepted the recommen-
dations of the groups mentioned above to
the extent that the revised Charter has the
unanimous approval of all groups, and the
revised Rules and Regulations differ in but
few particulars from the proposals made
by those most interested in working under
them. As a matter of fact, the inability to
obtain an agreement on a few recommen-
dations justifies further trial of such Rules
and Regulations to determine what further
changes, if any, should be made. Frequent
changes in either Charter or Rules and
Regulations are undesirable, although
when years of experience indicate im-
provements, they should be considered.

Although the new Charter will be used by
all Federal savings and loan associations
organized after December 1, 1936, the Fed-
eral Home Loan Bank Board has no
thought of attempting to force existing Fed-
eral associations to substitute this new
Charter for the one they are now using.
The Charter constitutes the contract be-
tween the association and the Board. The
latter may not violate it any more than the
former.

Copies of the revised Charter and Rles
and Regulations are now available. It
is recommended that those associations
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which will wish to present the new Char-
ter for adoption at the annual meeting of
their members in January, make imme-
diate preparation for that change., Ques-
tions which may arise before any decision
upon adoption is made will receive prompt
replies. Please send these to the REVIEw.

The changes in the Charter, By-Laws, and
Rules and Regulations are not only of in-
terest to Federal associations and those
which are contemplating conversion, but to
those associations which retain their State
charters and State supervision, as they wish
to be informed of the results of this com-
prehensive study of the best practices in the
thrift and home-financing field.

Following is a summary of the principal
changes in the new Charter and in the re-
vised Rules and Regulations and By-Laws:

1. Section 2 of the new Charter and Sec-
tion 45 of the Rules and Regulations liber-
alize the use of branch offices and agencies.

2. Section 4 of the Charter entitles each
member to cast one vote for each $100 in-
vested or a fraction thereof, instead of one
vote for each share subscribed. The pro-
vision limiting the number of votes for each
member to 50 is continued, as is the provi-
sion that each borrowing member is en-
titled to one vote. The former limitation
that no person shall cast by proxy more
than 10 percent of the total votes is elimi-
nated.

3. Section 6 deals with the share struc-
ture. All reference to preferred shares has
been eliminated. Two classes of accounts
are authorized, viz.: investment share ac-
counts, issued in units of $100 each with
dividends payable by check, and savings
'share accounts, for all other purposes.
This reduces from four the types of ac-
counts through the elimination of install-
ment thrift shares and prepaid shares.
The Rules and Regulations have been
amended to provide for a briefer form of
cortificate for passbooks and investment
share accounts. In lieu of much of the
language formerly:printed in passbooks and
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certificates, Section 9 of the Rules and Reg-
ulations provides that each Federal asso-
ciation shall make available to all members
at all times a certified copy of its Charter
and By-Laws.

4. Section 7 of the Charter provides great
latitude in membership. Share accounts
may be purchased and held, either abso-
lutely or in trust, for any person, including
an individual, male, female, adult or minor,
single or married, partnership, association
or corporation. Fiduciaries may hold
share accounts in trust. Provision for a
repurchase fee under certain conditions is
eliminated, as is the retention of dividends
on repurchases. There is a direct prohibi-
tion against the charging of any member-
ship, admission, repurchase, withdrawal or
any other fee for the privilege of becoming,
remaining or ceasing to be a member,

5. While a Federal association may not
borrow in excess of 10 percent of share
capital, other than from a Federal Home
Loan Bank, Section 8 of the Charter states
an association may borrow an amount
equal to 50 percent of its share capital from
the Federal Home Loan Bank of which it
is a member, instead of 35 percent.

6. The dividend provisions, in Section 9
of the Charter, are not essentially changed.
Dividends need not be credited on dormant
accounts of $5 or less. They shall com-
mence on the date share payments are re-
ceived, unless the directors fix a date not
later than the tenth of the month for either
or both classes of share accounts as con-
stituting a grace period, when subsequent
payments shall earn from the first of the
following month,

7. The old Charter required that 5 per-
cent of net earnings be transferred to re-
serves until reserves are equal to 5 percent
of share capital; also that transfer to the
Federal Insurance Reserve be made as re-
quired of insured associations. The new
Charter provides that an association’s mini-
mum reserve requirement is either the
transfer of insurance reserve or 5 percent
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of net earnings, whichever is greater, and
makes possible the continuance of such ap-
propriation until aggregate reserves are
equal to 10 percent of share capital. The
directors are authorized to carry, in their
discretion, additional sums to reserves or
to an undivided profits account. Section 33
of the Rules and Regulations provides that
the reserves for uncollected interest shall
be maintained for all interest in default for
more than 90 days, instead of for more than
30 days.

8. By vote of the members, a bonus may
be provided for regular savers. For regu-
lar payments on the short-term plan (at the
rate of $1 per month for each $100 sub-
scribed) a bonus is authorized at the rate
of one-half of 1 percentum per annum.
The plan authorizes a bonus at the rate of
1 percentum per annum for systematic pay-
ments on a savings share account of 50
cents for each $100 subscribed.

9. Section 11 provides that an association
with surplus funds may call for redemption
any of its share accounts on a dividend
date by giving proper notice, and thereafter
dividends shall cease as long as funds re-
main on hand to pay such shares.

10. Section 13 of the Charter contains au-
thorization to make share loans up to 90
percent of the repurchase value of share
accounts, instead of 75 percent.

11. The restrictions on mortgage loans
in Section 13 of the Charter provide that
loans on home properties shall not exceed
75 percent of the value unless a higher per-
centage is authorized by the members and
approved by the Board. Section 39 of the
Rules and Regulations provides that if au-
thorized by the members the Board will
approve the making of loans up to 80 per-
cent of the value until further notice.
Mortgage loans on improved real estate
other than homes may not, however, ex-
ceed 50 percent of the value. The old
Charter provided that 15 percent of the as-
sets of an association might be loaned on
properties more than 50 miles from its of-
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fice, or in amounts more than $20,000, but
Section 13 of the new Charter also author-
izes the making of straight mortgages if
included within such 15 percent limitation.

12. In Section 14 the lending plans are
more specifically set forth than in the old
Charter. Amortized loans may be made
for not more than 20 years, instead of
not less than 5 nor more than 20 years.
Monthly payments must be made on all
such loans, but in the case of construc-
tion loans, a four months’ grace period
is permitted. Straight mortgages may be
made, repayable within five years, sub-
ject to the limitations in Section 13, pre-
viously described. Section 40 of the Rules
and Regulations provides that the loan con-
tract shall clearly state the rate of interest
charged. If any additional charge is to be
made on account of late payments, the pro-
vision for such additional rate shall be
plainly stated in the form of an increased
rate of interest on the unpaid balance of
the loan for the period of delinquency.
Loan contracts may provide that the stipu-
lated rate of interest may be increased at
the option of the association, but not less
than three years from the date of the loan
and then only upon four months’ notice,
within which period the borrower may pre-
pay the loan without penalty. Section 42 of
the Rules and Regulations provides a Fed-
eral association may incidentally purchase
loans of a type it was permitted to make
originally and may sell insured mortgages
subject to certain conditions, but the pur-
chase and sale of mortgages shall not con-
stitute its major activity. Section 39 of the
Rules and Regulations provides no director,
officer or employee of a Federal associa-
tion shall receive any fee or other compen-
sation in the procuring of a loan, although
borrowers may be required to pay to any-
one rendering the service the necessary
initial charges and expenses in connection
with the making of a loan.

13. In Section 13 of the old Charter were
certain limitations on sales contracts and
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other expenses which have been eliminated
in the revision.

14. Section 46 of the Rules and Regula-
tions, dealing with the book value of assets,
provides that each parcel of real estate is
required to be appraised by the association
at the time of acquisition. Any asset, to
the extent that it has depreciated in value,
is to be charged off unless the Board ap-
proves a special reserve equal to the depre-
ciation in value.

15. Section 3 of the Rules and Regula-
tions provides that for the organization of
a new Federal association in a community
of not more than 10,000 inhabitants, 30 per-
sons must make total cash subscriptions of
at least $5,000 instead of $2,500 as hereto-
fore. The former requirement for cities of
10,000 to 100,000 population was that 40
subscribers should pay in at least $5,000.
The new requirement is that in cities of
from 10,000 to 25,000 inhabitants, cash sub-
scriptions of at least $7,500 must come from
35 persons; from 25,000 to 50,000 inhabit-
ants, cash subscriptions of at least $10,000
from 50 persons; and from 50,000 to 100,000
inhabitants, cash subscriptions of at least
$15,000 from 75 persons. In cities of a pop-
ulation of more than 100,000, at least 100
persons shall subscribe a minimum of
$20,000.

16. Section 8 of the Rules and Regula-
tions prescribes that when a petition for a
charter for a new association (not a con-
version) is filed, the Board will fix a date
for a public hearing at Washington, D. C,,
or such other place as the Board shall de-
termine, at which all persons interested
may be heard for or against the granting
of the charter. The applicants for the char-
ter will be required to publish a notice of
the hearing in a newspaper of general cir-
culation in the community in which the
proposed association will have its office.

17. Section 48 of the Rules and Regula-
tions provides that two or more Federal
associations may merge solely upon the
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majority vote of each of the boards of di-
rectors of the associations, and upon ap-
proval of the Federal Home Loan Bank
Board.

18. Section 50 of the Rules and Regula-
tions deals with the procedure for the con-
version of a Federal to a State-chartered
association. Provided legal titles are pro-
tected and proper conveyance of legal titles
is made, conversion may be accomplished
in the manner provided by the laws of the
State in which the Federal association is
located for converting a State-chartered
into a Federal association.

19. Model By-Laws for Federal associa-
tions are published as Exhibit H in the re-
vised Rules and Regulations and are effec-
tive upon the acceptance by an association
of the revised Charter, until amendments
are adopted and approved by the Board.
The model By-Laws will be found to be
elastic to meet normal requirements.
Changes in the By-Laws may be made with
the approval of the Board. A uniform date
for annual meetings is set for the third
Wednesday in January. No notice is re-
quired unless the place or hour of the meet-
ing is changed. Special meetings are pro-
vided for and provision is made for regular
meetings of the board of directors at least
once a month. The powers of the directors
to appoint committees, to fix the compensa-
tion of directors, officers and employees, to
extend leniency to delinquent borrowers,
to reject applicants for membership, and to
limit share payments are set forth.

20. Section 54 of the Rules and Regula-
tions provides amendments of a major
character affecting a matter of general
principle or policy, and not of an emer-
gency character, shall not be effective until
30 days following the date published in the
next succeeding issue of the FEDERAL HoME
Loan Baxnk Review. If, prior to such date,
a hearing is requested by at least seven

members of the Federal Savings and Loan
{Continued on page 82)
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Renovation

HE renovation of dwelling houses is a

business bordering closely upon an
art that has enlisted many men of talent
and some of unmistakable genius. During
1936 there was an impressive amount of
renovation under way in the United States
but a great deal more is needed, due to the
neglect of upkeep during the depression
years. The present expectation is that the
greater part of the needed renovation will
be accomplished. In view of this fact, the
FeperaL HomE LoaN Bank ReviEw has ob-
tained interviews with outstandingly suc-
cessful renovators in the hope that their
comments on their work may prove of
value to the many thousands who face the
same problems that the experts confront,
but without equal experience.

Broad generalizations on the subject of
renovation are of almost no practical value.
The work is highly specialized in each sub-
division, and even to catalogue the subdivi-
sions would be a waste of words. Let us
begin without additional introductory re-
marks with:

Interview No. 1: “I have been renovating
1-family dwellings for 20 years. They were
about equally divided between 1- and
2-story houses; very few were larger, and
not many of brick or stone. Most of these
houses I bought, and usually from owners
who had received them through foreclos-
ures of mortgages. That means, of course,
that the houses had not been kept in a rea-
sonably good state of repair.
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“Renovation and repair overlap. Theo-
retically, and by definition, they ought not
to do so, but in fact they almost always do.
If repairs are necessary, they naturally
come first. A door that doesn’t close
tightly enough to keep out the wind, or a
similarly defective window, or a leaking
roof, or an inadequate heating plant, or bad
plumbing need no discussion. Repair or
replacement would be the solution in those
cases. But very often I have found that
the painting and wall paper had become
dull, dingy and dirty. The floors were also
darkened by dirt and wear or the wrong
kinds of paint or stain. These conditions
change the essential character of a house.
In considering renovation we must regard
a house almost as a personality. If the
paper and interior painting have become
darkened, as is usually the case, that house
is exactly comparable to a person with a
very dirty face or mud bespattered cloth-
ing. Everyone expects small detached
houses to be well lighted, and the dominant
colors bright. The prospective purchaser
demands this, and quite reasonably. Un-
fortunately, however, the prospective pur-
chaser very frequently does not recognize
the fact that the house merely has a dirty
face. He, or more often she, looks at it
and says, ‘This place is dark. I don’t
like it’

“The owner really ought to do his or her
own renovating; that would be much bet-
ter, but just as the prospective purchaser
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does not realize what is wrong, so he also
does not know how to achieve the effect he
desires. Consequently, we must do the
renovating for him. If we do it well, it will
be profitable.

“Recently I renovated a small brick
house that had two steps leading from the
brick-paved sidewalk to the front door.
There was also a landing about 4 feet wide,
and for some unaccountable reason these
steps and the landing were of wood. The
boards were about 12 inches wide and 4
inches thick. Whoever had put them there
was not saving expense; he thought they
were attractive. But they were not; they
took away from that house its essential
character. If they had been twice as
heavy, they still would have looked flimsy
in front of that sturdy brick front. The
original builder of the house had been un-
able to sell it and he had difficulty even
renting it at a moderate price. 1 made
many improvements in the interior of the
house but I do not think any of them
equaled in importance, so far as the sale of
the property was concerned, the removal of
the wooden steps and landing. I replaced
them with brick matching the brick in the
wall. The expense was a small item but
the effect of the change was startling. Now
the excellent architectural lines of the
building are accentuated, whereas before
they were blurred. 1 sold the house imme-
diately.

“Another house that I renovated was of
gray stucco that had become dark and
streaked with the dirt and rust from leaking
gutters that were supposed to carry the rain
water from the roof. When I first saw this
house, it suggested a dismal and ancient
county jail. It had a frontage of about 30
feet and sat well forward on a large lot with
a lawn and garden in the rear. I made the
stucco glistening white, put in new gutters
to protect it, painted the window blinds
black, and put black window hoxes in every
front window. The effect of this sharp con-
trast in colors was to accentuate the size

74

of those excellent windows, also the num-
ber. No one could be in any doubt now
that the place was light and well ventilated.
Instead of looking like a county jail, it
looked gay and very new. Even the dimen-
sions of the lawn and garden at the rear
became more readily discernable. I am
sure that the effect I achieved was precisely
what the original builder had in mind. I
sold this place readily at a good profit.”

Interview No. 2: “Before undertaking the
renovation of a house I always have in mind
the sort of people who are going to occupy
it. I am guided not only by my estimate of
what their income will be but by their opin-
ions on decoration and modern conven-
iences. I take into consideration the neigh-
borhood and the sort of people who live
there. I know from experience what the
prospective buyer or renter will consider
essential; I also know his opinions on the
subject of plumbing and heating. These
naturally vary with different price ranges.
The nature of the house, itself, is, of course,
important and so is the character of the
neighborhood, but more important than
either to the renovator is a clear mental
picture of the people he is going to serve.
He should have in mind also the size of the
Tamily.

“Recently I did a job of renovating with
the idea in mind that I was preparing this
house for a young couple with one or two
babies. When the job was finished, I had
many applicants who wished to inspect it.
If they did not meet my specifications, I
did not even show it. I knew that I had
something very special and very attractive
for the sort of young couple I had pictured
when I planned the work so I waited until
they came along. It had more value for
them than for any other sort of family.
For the practical renovator, the creation of
value is the only hope of profit. Aiming at
a very specific type of purchaser is the only
way of which I am certain to put the maxi-
mum of value into a house for every dollar
of expenditure.”
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Interview No. 3: “I have done practically
all of my work in the Georgetown section of
Washington, D. C. Here renovation is
highly specialized because the character of
the neighborhood is such an important con-
sideration. Georgetown is very old and
one of the most beautiful residential sec-
tions on this continent. There are several
types of houses, both frame and brick, that
are characteristic of Georgetown. In addi-
tion to the architecture, beautiful gardens
are also characteristic of Georgetown. No
matter how small the lot, there must be a
garden, preferably surrounded by a brick
wall if the home is to be in harmony with
the best in that section. To do successful
and profitable work there the renovator
should know its architectural history. One
glance at the mortar between the bricks of
a building should tell him approximately
when it was built.

“Because this part of Washington is
within 30 to 45 minutes walking distance
from the center of the city, various builders
have erected homes there for sale or rent
without considering the prevailing tradi-
tions. All they seemed to notice was the
availability of space not too far out. And
they put up the types of houses with which
they had had successful experience else-
where, not noticing that these clashed with
their surroundings. I am not speaking of
shabby, cheap houses. I am thinking of ex-
cellent modern types that, given harmoni-
ous environment, would instantly attract
favorable notice. I have taken over a num-
ber of these, torn out the front walls, and
made the buildings look like they belong
in Georgetown. After that, they sell read-
ily. Renovation of this type is for persons
who will pay $100 to $200 a month for each
dwelling unit, either as rent or as monthly
payments for purchase.

“In Georgetown I have found neglected
and dilapidated houses that were originally
well built with lines and materials in the
best tradition. I have bought and reno-
vated a number of these. I am sure that
many other American cities, especially the
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older ones, have high-class residential sec-
tions comparable to Georgetown where sim-
ilar work can be done by specialists with
equal success.

*“I have also built new houses in George-
town but all of them are faithful to the very
best architectural traditions exemplified in
the older houses. My houses have a price
range of from about $15,000 to $35,000. I
have never hesitated to construct such
homes in neighborhoods where most of the
buildings would be valued at from $5,000 to
$2,000 or even less. Indeed, many of them
I would regard as having no value at all be-
cause of their dilapidated condition and
lack of modern plumbing, heating, and
lighting. In my own small way I have been
engaged in what might be called slum clear-
ance for more than 10 years. I have been
told repeatedly that what I am still doing
and have been doing for a decade with uni-
form success cannot be done. However,
Iet me revert to the point I made in the be-
ginning, that the character of the neighbor-
hood here is dominant; by neighborhood I
mean, of course, the whole Georgetown sec-
tion. I might not be successful elsewhere
in a relatively new residential section no
matter how excellent, if it had been invaded
by slums because in the newer high-class
residential sections we might find that the
ancient rule that a few rotten apples ruin
the barrel applied. But in Georgetown the
feeling is that the inferior structures do not
belong. When I go right into the midst of
them and build a $35,000 dwelling, I find
that I create value in that neighborhood and
other owners are able to borrow money, as
the result of appreciated values, with which
to improve their properties. I want to em-
phasize this point because many experi-
enced building and loan men are still con-
vinced that what I am doing is impossible.
They think that the shacks in the neighbor-
hood will necessarily depreciate the value
of the homes I build. The essential point
they overlook is that the occupants of a
beautiful, even palatial, house surrounded

{Continued on page 103)
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Appraisal Methods and Policies

This is the second in a series of articles.

CAREFUL, systematic appraisal re-

quires a fourfold analysis: (1) of
general economic and social factors and
trends which affect real-estate values; (2)
of the economic background of the com-
munity; (3) of the condition and trend of
the neighborhood; (4) of the particular
property being appraised. Each of these
four phases of the appraisal process in-
volves important factors which cannot be
neglected if appraising is to be more than
shrewd, or in some cases crude, guesswork.
This article will be devoted to a discussion
of the first of these phases.

GENERAL Economic anp SociaL. FAcTors

THE function of the appraiser for a mort-
gage-lending institution is more than that of
a stock ticker, more than simply reporting
current sales prices. He is as much con-
cerned with what property is going to be
worth in 5, 10, or 20 years as he is with what
it is worth today. Therefore, he must study
carefully the factors which determine the
fair value of real estate.

Real-estate prices, like all other prices,
are determined by influences operating
through supply and demand. One of the
basic factors determining the demand is the
number of families to be housed. The ap-
praiser who wants to have anintelligentidea
about future real-estate values must be fa-
miliar with population statistics and trends.
He should know that the rate of population
growth has been steadily declining in re-
cent decades. He should be acquainted
with the best estimates as to the probable
growth of population during the next two
decades and the effect this will have upon
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the demand for housing. The appraiser
should then be able to interpret the extent
to which this factor may apply within the
specified district in which he is appraising.

Other population factors, however, than
simply the number of people, affect the de-
mand for housing. The basic factor deter-
mining this demand is the total number of
family units. As the size of the average
family has been declining, the number of
families has been increasing relatively more
rapidly than the total population. In 1900,
the average size was 4.60 persons per family;
in 1930, 4.01 persons, a decline of approxi-
mately two-tenths of a person per decade.
Thus, in 1900, 1,000 persons constituted 217
families; in 1930, 250 families; and, assum-
ing the same rate of change, will constitute
262 families in 1940. This decrease in the
size of the average family tends to offset
somewhat the effect of the decline in the
rate of growth of total population on the
demand for housing.

An increase in population may be the re-
sult of immigration or of an excess of births
over deaths. For many years immigration
was a very important factor in creating a
demand for housing in the United States
but in recent years demand from this source
has been negligible. An excess of births
over deaths in any given year, it should be
noted, does not create a material demand
for more housing until some 20 or 25 years
later, as it is marriages, not births, that most
immediately affect the housing situation.
This data is valuable in assisting an ap-
praiser to analyze future trends and transi-
tions. An important modifying influence,
however, is the stage of the business cycle.
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The number of marriages always falls off
during a period of depression and increases
with business recovery. This variation in
the number of marriages is a rather impor-
tant factor in causing a cyclical fluctuation
in the demand for housing. The addition of
the postponed marriages during the period
following a depression to those that would
normally take place then is undoubtedly a
significant influence in producing the build-
ing boom that is usually characteristic of
such a period.

As savings and loan associations are pri-
marily concerned with financing urban real
estate, as distinguished from rural, it is the
growth of the urban rather than of the total
population that is of the most significance
to them. Ever since 1830 there has been a
decided decrease in the proportion of the
total population engaged in agriculture,
and a corresponding increase in the pro-
portion of the population living in towns
and cities. In 1830 only about 7 percent
of the population was living in cities of
8,000 or more population, while a century
later it had increased to more than 49
percent. This shift of population has
made our towns and cities grow at an
even more rapid rate than the country as a
whole and has been another important item
in creating a demand for urban housing.
New subdivisions are often the result of
these population movements. There is
much difference of opinion as to how long
this shifting may be expected to continue
and how far it may go, which makes it an
uncertain factor in predicting the growth of
the urban population.

All these various population factors—
total population and its trend, birth rates,
marriage rates, and shifting of population—
are important considerations in analyzing
the trend of real-estate values and are care-
fully watched and studied by professional
appraisers.

THE REAL-EsTATE CYCLE
AN INCREASE in population or in the number
of family units, it may be pointed out, in
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itself simply means an increase in the need
and desire for more housing, which may be
a quite different thing from effective de-
mand, which is commonly defined as desire
coupled with willingness and ability to pay.
The extent to which desire may differ from
demand is affected to a very considerable
degree by the fluctuations of the business
cycle.

A general real-estate boom or depression
is simply one phase of the general business
cycle. During a depression incomes are
decreased, families move together, vacan-
cies increase, rents decline, foreclosures de-
press prices, building ceases. As recovery
begins, the demand for houses increases,
rents and values rise until prices exceed re-
placement costs, and the boom is on.
Houses are built more rapidly than the
market can absorb until the break comes.

Although the real-estate cycle grows out
of the general business cycle, they do not
always parallel each other in their move-
ments. Conditions existing at a particular
time may be favorable to general business
and unfavorable to the real-estate market.
During the World War the real-estate mar-
ket was inactive except in certain localities,
while other business was flourishing. Sev-
eral million men and many thousands of
women were living in military quarters,
thus decreasing the demand for regular
housing. Many marriages were postponed,
limiting the normal increase in the number
of family units, which is the basic factor
determining the demand for housing. The
needs of war financing absorbed most of
the available credit. People bought Lib-
erty Bonds instead of homes.

As soon as the War was over these condi-
tions changed. The collapse of the short-
lived post-War boom in 1920 did not carry
real-estate activity back to the low levels
of the War period. In 1922 began the real-
estate boom that reached its peak in the
period from 1923 to 1925. By the end of
1926 the boom period was definitely past,
almost three years ahead of the general col-
lapse. Foreclosures, which are a good in-
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dicator of the real-estate situation, began to
increase in 1925. The real depression in
real estate, however, did not begin until
1929 and reached its depth in 1933.

In the past 50 years there have been three
boom periods in the urban real-estate mar-
ket. These periods reached their peaks in
18901892, 1905-1906, and 1923-1925, with a
short-lived boom in 1920. Needless to say,
these exact dates will not hold true for
every city or locality. Although it would
be unwise to draw fixed conclusions from
these limited data, it is significant to
note that the length of these cycles was
from 15 to 18 years each. On this basis,
the usual association loan covers a large
part or all of a real-estate cycle. To what
extent and in what manner should the ap-
praiser make allowances in his valuations
for these eyclical fluctuations?

First of all, it may be said, the appraiser
should follow closely the various indicators
of the general trend of the real-estate mar-
ket, so that he may recognize when a boom
is developing or a depression threatening.
Statistics relating to volume of new con-
struction, building costs, amount of real-
estate tinancing, mortgages recorded, sales,
rentals, and foreclosures are all valuable
for this purpose. Much of the data com-
piled by the Division of Research and Sta-
tistics of the Federal Home Loan Bank
Board and published currently in the
Review relates directly to these matters.

During the boom period the problem of
the appraiser is to decide how much cur-
rent sale prices and rents should be dis-
counted in order to arrive at a safe value for
a long-term loan. In a period of depres-
sion, the problem becomes one of determin-
ing whether appraisals may safely be made
above the prices being obtained in current
sales, most of which are forced or “distress”
transactions.

One of the characteristics of a real-estate
boom is that property can be sold for more
than its replacement costs. It is the wide
margin of profit obtainable that calls forth
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the large volume of new construction which
is indicative of the boom.

But costs themselves may be inflated and
therefore in need of discounting before they
can be accepted as a factor in appraising.
The current prices for land, labor, and ma-
terials may all involve an element of tem-
porary inflation. The course of these prices
should be studied carefully in an effort to
determine how much, if any, of the increase
is due to sound economic causes and there-
fore is likely to continue indefinitely. Those
costs that have risen most rapidly and are
most out of line with other prices are usu-
ally those that should be most subject to
discount. The same type of studies should
be made in cases of sudden deflation as
well as inflation.

Another test of the validity and perma-
nence of boom prices for real estate is com-
parison with rents. If the boom is largely
speculative and far exceeds any actual in-
crease in the demand for more housing, the
increase in realty prices will usually exceed
that of rents. The appraiser should con-
sider further the probable future level of
rents in the community. If the boom has
resulted in a considerable amount of over-
building, rents may drop even below the
pre-boom level, with a corresponding de-
cline of property values.

The problems of the appraiser during a
period of depression are as perplexing, if
not more so, as they are in a boom period.
He may be certain that realty prices have
been carried below the level justified by
current costs and by the probable long-run
demand but he cannot be certain until re-
covery has become well established that
they may not decline still more. He may
believe that a house that has a current mar-
ket price of $8,000 in one stage of a depres-
sion is worth $10,000 as a long-term invest-
ment, but it may possibly decline to a $7,000
price level before the bottom is reached.
Because of this uncertainty as to when
prices have reached their lowest point, the
appraiser must be very cautious about valu-

Federal Home Loan Bank Review

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



ing property particularly if sales prices
appear to be in advance of actual repro-
duction costs. Such instances serve as a
warning to the appraiser that he must care-
fully analyze and weigh each sale trans-
action in determining what effect it may
have upon the value of any specific
property.

The method of appraisal developed and
used by the Home Owners’ Loan Corpora-
tion was designed especially to discount the
exiremes to which undue pessimism or
optimism may carry realty prices. The Cor-
poration’s solution to this problem was em-
bodied in its well-known “three-way” for-
mula. This formula arrived at a valuation
by determining (1) the present market price
of the property; (2) the summation value,
which was defined as justified value of the
land plus the depreciated reproduction cost
of the improvements; (3) the capitalized
value based on the average rents for the
past 10-year period. The H. O. L. C. for-
mula value was then arrived at through
taking one-third of the combined total of
the value estimates as previously outlined.
The inclusion of one or more of these fac-
tors might result in an appraisal somewhat
above the current sale price during a de-
pression and somewhat below during a
boom period. The appraiser was therefore
requested to make a thorough analysis and
comparison of these representative prices
and values, selecting a final certified value
which was the most justifiable one for the
property appraised in view of all the ap-
parent valuation factors and future trends.

Indeed, during a boom period the first
factor may also be something of a discount-
ing influence. The present market price
was defined to mean the price at which the
property should attract a buyer with a sub-
stantial cash payment. It was not contem-
plated, however, that distress sales such as
sales through discounted pass books or
other similar circumstances should be taken
as determining a fair sale price. Thus it
ordinarily would not exceed the cost of re-
placement for the well-informed buyer
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would not be expected to pay more than this
cost except under unusual circumstances.
But it is characteristic of a boom that prop-
erty often does sell for more than its cost,
and thus for more than its justified market
price, as just defined. Thus all three fac-
tors in the formula may serve to discount
the excessively high sale prices produced by
a boom.

It must be admitted that there is no ideal
solution for the problem created for the
appraiser by cyclical changes in prices and
business conditions. A study of the be-
havior of realty prices in past cycles may
give us a general clue as to how they will
behave in the future but we cannot be cer-
tain just when changes will come and how
far they will go. The appraiser from his
study and experiences of past cycles and
his knowledge of present conditions should
be able to recognize the approximate stage
of the cycle existing at any given time. He
should take into consideration all the ac-
cepted evidences of value and then temper
his judgments with conservatism or opti-
mism, as the current circumstances may
justify.

The supply of available credit is another
of the general economic factors affecting
realty values. Since a large part of all
real-estate sales are financed by some form
of eredit, the effective demand for housing
is in large part dependent upon the amount
of credit available. Therefore, the supply
of funds held by mortgage-credit institu-
tions and the attitudes and policies of these
institutions are important causes and indi-
cators of the future trend of real-estate
prices. The appraiser, accordingly, should
be alert to note all statistics and other data
which throw light on the credit situation.
Are insurance companies increasing or de-
creasing their real-estate loans? What are
banks and trust companies doing in the
field? Are the building and loan associa-
tions receiving more or less funds than
they can lend? The answers to these and
similar questions are important guides to
the future course of real-estate values.
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Duties of the Managing Officer of a
Savings and Loan Association

This is the fourth in a series of articles.

HE instant that the final loan papers

are signed, the problem of the savings
and loan manager is completely reversed.
Up to that moment, he has been directing
his efforts towards transferring funds from
his control to that of the borrower. Now
he becomes concerned with getting those
funds back again. The ease or difficulty
with which this can be done depends in
large part upon the care and judgment that
has been exercised in making the loan. It
has been well said that a loan properly
made does not need to be collected—it will
repay itself.

But because of lack of sufficient care in
making certain loans or because of unfore-
seen circumstances developing after they
were made, delinquencies are inevitable.
Furthermore, it is very probable that some
of these delingencies will eventually result
in foreclosures. It is the task of the man-
ager to keep the number and duration of
the delinquencies to a minimum, to prevent
those that do develop from becoming fore-
closures, and when foreclosures must be
made, to dispose of the acquired properties
to the best advantage.

The first step in such a program, after the
loan has been approved, is to impress upon
the mind of the borrower his obligations
under the terms of the loan contract. It is
important for the purpose of preventing
future misunderstandings that he under-
stand clearly the plan of repayment. If
the association uses the direct-reduction
plan, the manager will find this task a rela-
tively simple one, as it is undoubtedly the
easiest of all the plans in current use for the
average borrower to understand.
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The manager should receive a daily re-
port on delinquent payments, showing the
amount and duration of each delinquency.
As a general policy, no delinquency should
be allowed to go for more than a week with-
out some action being taken in regard to it.
In most cases a telephone call or a simple
statement, by mail, calling the borrower’s
attention to the overdue payment, is suf-
ficient as the first step in the collection pro-
cedure. If necessary, this should be fol-
lowed within a short time by a stronger
statement and possibly by a request to the
borrower to come to the office and explain
personally why he is not able to make his
payments. If they are of more than a few
days’ duration, the manager or some other
responsible member of the staff should in-
vestigate, by personal call, if necessary, the
reasons for all delinquencies.

The investigator must determine whether
the delinquency is due to carelessness and
indifference, poor financial management, or
unavoidable circumstances. If notices and
warnings are not sufficient to secure pay-
ment from the borrower, taking the first
steps toward foreclosure will frequently do
it. If poor financial management has been
the cause, it may be possible to work out a
financial plan that will enable the borrower
to make his payments. If the reason is un-
employment, sickness, or other unavoidable
circumstances, it becomes a matter requir-
ing the exercise of judgment and discretion
as to the best policy to pursue. The bor-
rower’s past payment record, the possibility
of the elimination of the conditions which
have caused the delinquency, and the exist-
ing real-estate situation must all receive
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consideration. If the borrower’s past rec-
ord has been good and if he already has
paid a considerable amount on the loan, in
some cases the best policy may be to re-
duce the amount of the monthly payments
and spread them out over a longer period of
time. . In formulating his foreclosure policy,
the manager should bear in mind that one
of the competitive advantages of the savings
and loan association lies in the fact that,
since it is a local, mutual institution, it
can give individual consideration to each
borrower. There is no more effective way
to build up goodwill in a community than to
be considerate with an honest borrower
who, because of some misfortune, is tempo-
rarily unable to continue payments. To
know when such consideration can be
safely given, however, requires experience
and keen judgment of human nature.
Moreover, the manager should always make
the protection of the best interests of his
shareholders his primary obligation.

‘While the necessary steps involved in
foreclosure may be taken by the associa-
tion’s attorney rather than by the manager,
the latter should be familiar with the es-
sential steps in the process, the length of
time necessary to complete them, and the
rights of both creditor and debtor under the
foreclosure laws of the State.

When the foreclosures have been com-
pleted and the properties acquired, the as-
sociation manager finds himself in the real-
estate business. If the foreclosures have
been numerous, he will probably find it to
his advantage to secure the services of a
capable, experienced real-estate man to
take over the management and sale of the
properties. Some associations have placed
their properties in the hands of real-estate
brokers, while others have added full-time
men to their staffs to take charge of this
work. The real-estate manager, whether
broker or staff member, should be required
to make a detailed monthly report on each
piece of property held, and a financial re-
port covering all sales, rentals, rehabilita-
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tions, and other items. The association
manager should at all times keep in close
touch with the work of the real-estate divi-
sion and take an active part in the deter-
mination of its policies.

The first step after taking possession of
a property should be a careful inspection
and appraisal. Then it must be decided
whether to attempt to sell the property im-
mediately or to hold it for a better market,
perhaps renting it in the meantime. In
making this decision, the manager should
take into consideration the condition of the
real-estate market as well as that of the as-
sociation. If the market is already badly
depressed, as it is likely to be at a time
when foreclosures are heavy, “dumping” of
property upon the market will still further
depress values, which will bring on more
foreclosures and so intensify the downward
spiral. So far as possible the property
should be marketed at a time and at a price
that will prevent such a reaction.

In many cases, this will necessitate hold-
ing the property for a considerable period
of time, during which it may be rented.
This gives rise to the problems of securing
renters, investigating their credit standing
and general desirability as renters, collec-
tion of rents, and proper maintenance of
the property.

When possession of the property is first
assumed, it should be inspected thoroughly
to determine how much reconditioning is
necessary to rent or sell it effectively. In
some few cases nothing need be done but
usually the manager will find it profitable
to do a certain amount of repairing, re-
finishing, or modernizing. If the property
is to be rented for some time, the amount of
rehabilitation may be kept to a minimum,
as much of it may have to be repeated when
the property is offered for sale.

One of the large insurance companies has
described its reconditioning policy as fol-
lows:

If a house is selected as a sale house, it is gone

over thoroughly and all defects, so far as possible,
are eliminated and the entire property placed in
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first class condition. The decorating must be at-
tractive, floors scraped, hardware cleaned or re-
placed, settlement cracks eliminated, and yard
placed in good condition with well trimmed lawn
and shrubs. In fact, our sale houses must be
attractive, free of defect and “as good as new”
without the extravagant expenditure of money.
In this we do not pinch pennies but we do insist
on getting full value for every dollar expended.

The manager should be careful, however,
that the improvements are not too far be-
yond the standards of the neighborhood
and that they are adapted to it in other re-
spects. Excessive improvements and mis-
placed improvements are as possible in re-
conditioning and modernizing as they are
in original construction.

In considering the amount of recondi-
tioning work that may profitably be done,
the manager should give due weight to the
important indirect effects that are fre-
quently produced. The Real Estate Man-
agement Committee of the New Jersey
Building and Loan League has cited the
following example:

In one block on a Newark street one moderni-
zation job done by a local building and loan
produced such a startling physical and income
improvement that one other association altered a
large 1-family house into a fine paying 2-family,
and three other private owners, encouraged and
emboldened, started to improve their properties
so that a wholesale “face-lifting” has taken place
in this section. Higher rents are being obtained
and values substantially increased.

A problem that frequently arises in the
liquidation of loans is that created by the
borrower who wants to refinance his locan
in order to secure a lower rate of interest
and possibly a reduction in the amount of
the monthly payment on the principal. It

may be that the general level of mortgage
interest rates has declined since the loan
was secured or possibly the borrower has
reduced the principal to an amount which
he can borrow from some other source at
a lower rate. In some such cases, the man-
ager may be able to show the borrower that
the superior services and accommodations
offered by his association more than com-
pensate for the slightly higher rate of inter-
est. Or it may be pointed out to the
borrower that the association made home
ownership possible for him by lending a
high percentage of the value of the property
and that it was only reasonable to expect
that he would reciprocate by leaving the
loan with the association. In many cases,
however, the manager will find it necessary
to lower the interest rate if he is to retain
the loan,

Some associations have found that the
best solution to the refinancing problem is
to provide in the original loan contract that
the interest rate will be lowered according
to a systematic plan as the principal is re-
duced. As was pointed out in an article in
the Review for June 1936, such a plan serves
to attract borrowers to the association, to
retain for it the loans of best quality, and
to do this at a surprisingly small cost.
Every manager who finds that he is losing
a significant number of his good loans by
refinancing should give serious considera-
tion to the adoption of a variable interest
rate plan. Needless to say, the schedule of
variations should be worked out carefully,
with due regard to the competition and the
money rates existing in the territory.

Revised Charter

(Continued from page 72)
Advisory Council, the amendments shall
be suspended until after such hearing.
Similarly, a hearing shall be held if within
60 days at least 50 Federal associations
shall request such a hearing. If the amend-
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ments are minor, procedural or emergency
in character, the Board may put such
amendments into immediate effect, but in
case seven members of the Advisory Coun-
cil, or any 50 Federal associations, shall
within 60 days file a written request there-
for, a hearing shall then be held.
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Indexes of Small-House Building Costs

ETWEEN August and November the
cost of building the same typical
6-room house went up 1 percent or more in
8 of the 24 cities making comparable re-
ports for the two periods. In 4 cities the
costs went down 1 percent or more and in
12 cities costs remained the same or the
change was less than 1 percent. Wheeling,
West Virginia, has been added to the list of
reporting cities in District 3. The first
report from that city was received for
November.

The largest increase of 9 percent, or 2.1
cents per cubic foot, was reported by Pitts-
burgh, Pennsylvania. This change was
principally due to wage increases. New
Orleans, Louisiana, reported an increase of
5.3 percent; and Los Angeles and San Diego,
California, of 3.7 percent and 3.1 percent re-
spectively. Cincinnati, Ohio, and Phoenix,
Arizona, both registered a drop of 3.1 per-
cent. This was principally due, in Cincin-
nati, to a drop in labor costs, and in Phoenix,
to a general drop in materials prices.

Comparing costs in November between
cities, we find that Reno, Nevada, reported
the highest cost with 26.5 cents per cubic
foot. Cleveland, Ohio, was second with
26.2 cents per cubic foot; and San Fran-
cisco, California, third with 25.9 cents per
cubic foot.

In contrast, Philadelphia, by reporting
20.9 cents a cubic foot, registered the low-
est cubic-foot cost. The two Tennessee
cities, Memphis and Nashville, tied for
second with 21.2 cents a cubic foot.

Special attention is called to the descrip-
tion of the standard house on which costs
are obtained, appearing as a footnote to
the accompanying table. It should be
emphasized that the costs reported do not
represent the cost of building a completed
house in any of the cities. The purpose of
the reports is rather to give a true picture
of movements of costs within each city and
a reliable comparison of costs among all
reporting cities.

Tolal costs and cubic-fool costs of building the same standard house in represeniative cities in specific months*
Note.—These figures are subject to correction

{Source: Federal Home Loan Bank Board]

Total building cost Cubic-foot cost
Federal Home Loax:1 Bank Districts,
States, and cities . Febru- | N i ~
Nci::;m August | May fn_;“ Ogeim August | May Fealr))r]u
No. 3—Pittsburgh:

Delagv?fgington .................... $5,258 | $5,259 | $5,290 | $5,213 | $0.219 | $0. 219 | $0. 220 $0. 217
Pennfl)gxg?;)ﬁﬁ;g ..................... 5,408 | 5,405 | 5,439 { 5,371 . 225 . 225 . 227 . 224

Philadelphia..........ccoovnent. 5,010 | 4,929 | 4,870 | 4,584 . 209 . 205 . 203 .191

Pittsburgh. .......... ..ol 5, 920 5,433 5, 405 5,474 . 247 . 226 . 225 .223

1 hich costs are reported is a detached 6-room home of 24,000 cubic-feet volume. Living room. dining room, kitchen, and
avaw?yh fmh%‘,':f ﬂocilo:: 3 bedrooms and bath on second floor. Exterior is wide-board siding with brick and stucco as features of design. Best
i i d kmanship are used throughout. )
th'Hl? gg?l‘;:l fo not gg;xpletﬂd fgﬂd)’ for occupancy. It includes all fundamental structural elements, an attached I-car garage, an unfinished

lNlar, an unfinished attic, a fireplace, essential heating, plumbing, and electric wiring equipment, and complete insulation. It does nof include
$aﬂ-;;aper nor other wall not ceiling finish on interior plastered surfaces, lighting fixtures, refrigerators, water heaters, ranges, screens, weather

ippi i shades, L .
smp‘f’{ggaﬁgé v;g;?smi’:wlude, in addition to material anftii labor costs, compensation insurance, an allowance for contractor’s overhead and trans-

i ials, plus 10 percent for builder’s profit. i . o i
pm%‘&%ffe? zg:ga;o ezol inclgde the cost of land nor of surveying the land, the cost of planting the lot, nor of providing walks and driveways;
they do not include architect’s fee, cost of building permit, financing charges, nor sales costs.
In figuring costs, current prices on the same buil ding materials list are obtained every 3 months from the same dealers, and current wage rates

are obtained from the same repatable contractors and operative builders.
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Total costs and cubic-foot costs of building the same standard house in representative cities in spectfic months—

Continued
Total building cost Cubic-foot cost
Federal Igome Loax:i I(S:ank Districts,
tates, and Cities
> N - F - [N - -
%‘;m August | May zlr);u (i;;erm August | May ler)i‘(u
No. 3—Pittsburgh—Continued
West Virginia:
Charleston. .................... $5,696 | $5,564 | $5,477 | $5,475 | $0.237 | $0.232 | $0. 228 $0. 228
Wheeling.............covvvnnnen (% N O R PP 240 o
No. 5—Cincinnati:
Kentucky:
Lexington...................... 5,183 5, 196 5,079 4, 952 . 216 . 216 . 212 . 206
Towmsville..............ccove.. 5, 456 5, 338 5, 326 5, 384 . 227 . 222 . 222 . 224
Ohio:
Cincinnati...................... 5, 748 5, 932 5, 827 5, 809 . 239 . 247 . 243 . 242
Cleveland...................... 6, 288 6, 240 6, 222 6, 051 . 262 . 260 . 259 . 252
Columbus...................... 5,778 5, 850 5, 529 5, 522 . 241 . 244 . 230 . 230
Tennessee:
Memphis............oovveevaaan, 5, 092 5, 080 5,120 4, 841 .212 . 212 . 213 . 202
Nashville...................... 5, 094 5, 096 5, 089 5,030 . 212 .212 . 212 . 210
No. 9—Little Rock:
Arkansas:
Little Rock...............cu.. 5,136 5,202 5,215 5, 215 . 214 . 217 . 217 217
Louisiana:
NewOrleans................... 5, 395 5,124 5,075 5,075 . 225 . 214 . 211 ‘. 211
Mississippi:
Jackson..........oiiiiiiiiian. 5,412 5, 365 5,333 5, 319 . 225 . 224 . 222 . 222
New Mexico:
T Albuquerque. .................. 5, 827 5,779 5, 625 5, 625 . 243 . 241 . 234 . 234
exas:
Dallas. . .ccoiiininninnieienenn. 5, 641 5, 641 5618 |........ . 235 . 235 234 (...,
Houston..........coovivinnnnn. 5,759 5, 759 5,883 (........ . 240 . 240 245 .. .... ..
San Anfonio.................... 5,538 5,532 5,532 5, 464 . 231 . 231 . 231 . 228
No. 12—Los Angeles:
Arizona:
Phoenix..............ccvvean.n. 5, 843 6, 032 6,112 6, 044 . 243 . 251 . 255 . 252
California:
Los Angeles. ............ccuunn. 5, 489 5, 301 5, 239 5, 316 . 229 . 221 . 218 . 221
San Diego.........oovvivinnan.. 5, 338 5, 177 5,198 5,225 . 222 .216 . 217 . 218
San Francisco.................. 6, 222 6, 152 6,017 |........ . 259 . 256 251 (...,
Nevada:
ReNO..covveriiviinnernansnnnas 6, 354 6, 313 6, 324 6, 097 . 265 . 263 . 263 . 254
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Monthly Lending Activity of Savings and
Loan Associations

OR October, 2,502 savings and loan as-

sociations representing 47 States, the
District of Columbia, and Hawaii, reported
total new loans made for all purposes of
$43,688,700. No associations reported from
the State of Nevada. The number of report-
ing associations actually making loans dur-
ing October was 2,057, while 445 reported no
loans made. Combined assets of all report-
ing associations (for the most part as of
October 31, 1936) were $2,325,612,700.

The accompanying table breaks down by
States and by Federal Home Loan Bank Dis-
tricts the number and volume of loans and
the purposes for which they were made.
For the United States as a whole, the report-
ing associations made mortgage loans on 1-
to 4-family nonfarm homes to 16,780 bor-

rowers in the amount of $39,887,900. Ana-
lyzing these nonfarm home loans by pur-
pose, we find that 31.2 percent of the total
volume went for new construction. Home
purchase accounted for 37.6 percent, re-
financing for 23.6 percent, and recondi-
tioning for 7.6 percent.

The number of associations reporting
their monthly lending activities continues to
represent a regrettably small proportion of
the industry. The value of a complete pic-
ture of current lending activities as a means
of increasing public respect of and goodwill
towards the savings and loan business is
generally admitted. Associations are, there-
fore, urged to cooperate in making this
complete picture available.

Mondihly lending activity and total assets as reported by 2,502 savings and loan associations in October 1936

[Source: Monthly reports from savings and loan associations to the Federal Home Loan Bank Board]

[Dollar amounts are shown in thousands of dollars]

Loans made in October according to purpose
Number of as-
sociations ;
Mortgage loans on 1- to 4-family nonfarm homes
It:gans for all | Total loans, all
. other purposes purposes
Federal Home Loan Construction {Home purchase! Reﬁnaax;:;ing pndzrecon- Total assets
Bank Districts oning Oct. 31,
and States 1936 3
Sub- |[Report-
mit- ing Amount
ting loags N N N N N
reports | made um- um- um- um- uim-
D ber | Amount ["VER Amount |'y | Refi. | Recon-| ber | Amount ! pIt" | Amount
nanc- | dition-
ing ing
Unrrep StaTES. .. .| 2,502 2,057 3,919/$12,430.1!5,696,$15,014.7|7,165/$9,426.7]$3,016.4)2,532/$3,800.8)19,312($43,688.7($2,325,612.7
No. 1—Boston...... 135 125 202 683.6] 473] 1,512.6] 560 735.0[ 323.3| 219 431.9] 1,454 3,686.4; 240,108.6
Connecticut.....| 29 55| 48|  1ed.6| 41| 1s8.5\ 47| 111.7| 10.5| 24| 10.5| 160 455.8 22,762.0
Maine.......... 19 17 9 11.4{ 36}, 60.2] 37 24.2f  16.5] 14 14.8 96, 127.1 10,677.4
Massachusetts. . 70] 67] 109 409.6| 266 932.6; 3271 422.7} 250.7, 111] 238.0{ 813| 2,253.6] 167,567.9
Mew Hampshire. 9 9 13 26.2 24 41.1 39 54.5 12.1 19 121.9f . 95 255.8 12,434.7
Rhode Island. ... 4 3 19 68.8 95! 279.2] 96 109.0 30.7 47 44.1 257 531.8 24,783.6
Vermont........ 4 4 4 3.0 11 41.0) 14 12.9 2.8 4 2.6 33 62.3 1.883.0
No.2—New York. ... 284 175 364| 1,402.3| 352] 1,266.0] 386 671.4{ 186.8{ 195 193.2{ 1,297 3,719.7{ 342,224.8
New Jersey..... 157 71 28 107.2 40| 135.4 81 99.4 50.4 38! 96.0 187] * 488.4] 122,123.3
New York...... 127 104 336] 1,295.1] 312 1,130.6| 305 572.0[ 136.4] 157, 97.2| 1,110 3,231.3] 220.101.5
t L} 1)

1 Loans for home purchase include all those involving both a change of mortgagor and a new investment by the reporting institution on a property

already built, whether new or old.

2 Because many refinancing loans also involve reconditioning its has been found necessary to combine the number of such loans, though amounts

are shown separately.

‘Amounts shown under refinancing include solely new money invested by each reporting institution and exclude that part of all recast loans

involving no additional investment by the reporting institution.

s Assets are reported principally as of Oct. 31, 1936, A few reports have been submitted as of the first of the year.
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Monthly lending activity and lotal assets as reported by 2,502 savings and loan associations in October
1936—Continued

[Source: Monthly reports from savings and loan associations to the Federal Home Loan Bank Board]

[Dollar amounts are shown in thousands of dollars]

Loans made in October according to purpose
Number of as-
sociations Mortgage loans on 1- to 4-family nonfarm homes
- I{gans for all | Total loans, all
Federal Home Loan Construction Home pur- | Refinancing and recon- | other purposes purposes Total assets
Bank Districts chase ditioning Oct. 31,
and States Sub- {Report 1936
mit- ing Amount
ting | loans Num- Num- Num- r o |me. |Num- Num-
reports [ made ber Amount "} | Amount |} Ea;ﬁc- fi‘ﬁ?ﬁﬂf ber |Amount| P " Amount
ing ing
No. 3—Pittsburgh. 239 147 99 272.3] 256 592.7| 251 289.5 8. 75 104.9 681 1,357.8] 104,126.6
Delaware. ... ... 8 6 4 14.5[ 18 49.8/ 9] 3300 29 9 8.9 40 109.1f 57475
Pennsylvania....| 208] 122] 85| 175.1| 193]  450.9] 169| 205.7] 64.3} 46| 57.1] 463] 962.1| 85.566.2
West Virginia. . . 23 19 40 82.7] 45 83.0| 73] "s0.8| 31.2 =20 38.9| 178 286.6| 12.812.9
No. 4—Winston-Sa-

O Mem. oiP L 260  243]  624| 1,920.6] 924 2,630.1] 992] 1,364.2| 405.2| 304| 471.9| 2,844 6,792.0| 230,100.1
Alabama....... 14 13! 23 32.9 33 67.5 35 72.9 6.8 12 37.1 103 217.2 13,358.5
Distriet of C

Tambia . 14f 13| 81 416.6| 285 1,370.4] 244] 4a3.2{ ss.sl 70l 115.9] 680] 2.432.6| 103,262.3
Florida. . .. ...n. 45 42| 156| 673.3] ‘88| 208.1] 130 156.2| 65.0( 39| 93.7| 413] 1.196.3] 16.886.8
Georgia. .. ... .. 40 38| 84] 180.2| 64| 123.6] 114/ 134.6| 359 44| 30.6| 306] '504.9| 10,6281
Maryland. -1 . 47 36| 20| 117.6| 132|  339.3] 99| 204.6| 31.5| =24/ 40.2] 284 733.2| 30.836.6
North Carolina. . 44 42) 113 244.2) 182{ 220.9| 188 161.7] 93.3| 6o 76.2] 543] 796.3| 27.218.6
South Corolina . . 34 30 89 1529 41 69.6| 75 67.3] 4l.0] 23| 26.9] 228 357.70 “9.169.6
Virginia. oo 31 20! 49| 1025 99| 230.7] 107] 121.7] 47.2] 32| 513 287 533.8 18,7106

No. 5—Cincinnati. . . 356 298 483| 1,720.7(1,112{ 3,064.4{1,114| 1,434.7{ 618.4] 376 752.4{ 3,085{ 7,590.6| 430,622.9
Kentucky. ...... 55 49| 54 184.3| 108| 284.8] 164 239.5| 63.3] €8] 75.6| 394] 847.5| 43,2507
Ohio. « ... vl 270]  219|  206] 1.268.6) 951 2,678.31 755 992.4] 405.1] 209| 657.7) 2,301 6,002.1] 375.000.8
Tennessco. . . ... 31 30 133] '267.8 53] 101.3| 195 202.8] 150.0[ 9| 19.1| 390| 741.0] 12.353.4
No. 6—Indianapolis. . 153 145 246 697.7] 489] 1,378.8] 702 598.7| 245.6] 255 325.5; 1,692| 3,246.3] 194,220.3
Indiana. ....... 105 101 126 237.3] 394 1,139.0] 539 424.3] 165.2} 136 117.6{ 1,195 2,083.4 99,735.4
Michigaz., - -\ ... 48 44] 120] 460.4| 95| '239.8| 163] 174.4( 80.4{ 119| 207.9| '497] 1.162.9| 94.484.9

No. 7—Chicago.....| 265 225| 196 617.2 35| 1,020.9| 781| 1,244.0) 322.8| 176 218.8| 1,588 3,424.6] 182,735.0
Tilinois. ........ 196] 164] 110{  350.8] 335  793.4| 668! 1,066.3 280.1 163 200.4 1,276 2,700.0] 136,129.2
Wisconsia. 1 69 61 86| 257.4) 1oo| 227.5| 113 '178.6] "427] 13] "18.4] '312] ~'724.6| 46.605.8

No. 8—Des Moines..|  173|  151| 198] 569.8] 253  519.7| 524 724.1] 197.2( 143| 155.8] 1,118] 2,166.6| 84,866.5
ToWa. e nnnn.. 47 43| 47| 13.6f 76| 140.8] n7[ 16.1) =22.8] 48] 19.7] 288 413.0] 16,714.0
Mt 0 37 33{ 78| 257.9] 71| 184.6| 206| 351111 76'2| 38  67.9] 393 937.7] 25.0915
Missomgareeres 67 50| 48| 154.4f 78| 141.3| 1s3| =228.7] 0.1 33| 30071 312 6as.2] 3374503
Novth Dakota. ! 16 12| 18 34.9] 23 44,4 40| 27.8| 14.5| 22| 24.0| 102) 145.6| 8,227.5
South Dakota . .. 6 4 7 9.0l 6 8.6/ 8 0.4 36| 2 45| 23 26.1]  1,37410
No. 9—Little Rock. . 245 208, 4611 1,228.2{ 421 813.4f 508 475.3) 214.4| 187 281.6{ 1,577 3,012.9! 135,288.0
Arkansas. ...... 38 36] 51 119.4{ 42 50.1 79]  65.2| 30.1] 30|  44.5| 211| 300.3] 8,800.1
Louisiana. . -+ ... 55 48| 106| 303.0| 151| 367.9| 112| 93.5] 72.3] 73| 120.6| 442) 966.3] 64,6398
Mississippi. - . . - 28 20| 23 39.4[ 11 1a.6| 36| 25.6| 8.9 16 26.6| 86 115.1]  4.506.6
New Mexico. ... 11 9 14 35.2| 7 11.3] 12| 14.4] 4.3 a4 7.1 37 72.3|  2,037.0
Texns, o onnnnrn 113 95| 267] 731.2| 210| 369.5) 269 276.6| 98.8] 55| 73l8| 801 1,549.9] 55.164.5
No.10—Topeka.....|  159] 136| 203| 626.0| 347 670.2{ 433] 402.1] 155.2[ 257) 399.6| 1,240{ 2,253.1 114,004.9
Colorado. . ..... 29 24  34f 134.9] 50 97.9! 58| 77.2] 16.0] 12| 12.9) 154| 338.9] 10,194.8
Kansas. .. o00 60 s1) 45| 122.7) 95| 17290 89| s3.2| 311 47 66.5] 276] 446.4] 33,0085
Nebraska. ... ... 28 23] a2 159.6| 68| 124.5] 127 113.0| 34:8 77| 67.8 314/ 499.7] 2379127
Oklahoma. . . .. 42 38| 82 2088 134| 274.9| 159 158.7| 73.3| 121 252.4) 496] 968.1] 46.798.9
No.11—Portland....| 104 92{ 272]  671.5| 264| 533.4] 479] 631.9/ 115.1] 150] 232.2] 1,174 2,184.1] 64,865.7
7 71 83 6.7 26 40.5] 26 39.4] 4.2 7 5.00 92  165.8  4,217.0
Moncasa. 1010 8 6 24 63.1 27 54.7) 35| 26.5| 19.6] 22| 44.1| 108 213.0] 7.9515
Oregon. ........ 22 200 36 84.3| 37 sl.6| 66 85| 187 171 25.7] 16| 291.8] 673706
Utah........... 7 7| 19 56.6| 16 29090 39| 47.7 161 7 9.4 81 159.7]  7.090.1
Washington. .. .. 50 44| 153| 361.5| 149| 306.2| 200{ 403.9| 51.2| 103] 146.2] 695/ 1,269.0| 35.665.9
Wyoming....... 10 8 7 24.3] 9 20.5| 23] 329 5.3 3 1.8] 42 84.8)  3,203.6
No.12—Los Angeles.|  120] 112 571| 2,020.2{ 370 1,012.5| 435 854.9] 134.0{ 186 233.0 1,562] 4,254.6| 202,449.3

izoua. . . ... .. 1 1 8 36.6| 0 o.0f 12| 306 0.0 o 0.0 20 67.2 528.
Arzomawa 'l uB| 10| se2 1,97901) 370| 1,012.5 420 806.2| 134.0 186| 233.0| 1,538| 4,164.8| 201,035 3
Nevada. .. ... i, 0 0 0 0.0 o0 0.0 0 0.0 of o 0.0 0 0.0 0.0
Hawaii. ..o.on.. 1 1 1 4.5 0 0.0 3 18.1 0.0 0 0.0 4 22.6 283.4
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Residential Construction Activity and
Real-Estate Conditions

HE estimated number of family dwell-
ing units, provided by permits issued
in all cities of 10,000 or more population,
was 15,148 in October. This was an increase
of 505 units over September (chart 1 and
table 1). But when the October and Sep-
tember figures are adjusted for seasonal
variation their position is reversed; the ad-
justed September figure was 26 percent of
the 1926 base of 100 and the October figure
was 25 percent (chart 2).
The 15,148 October units involved an esti-
mated cost of $60,087,100. These figures
represented an increase over October 1935

of 62.7 percent in the number of units and
65.5 percent in the estimated cost.

In October, buildings containing 3- and
more-family units accounted for 29 percent
of the total number authorized and 1- and
2-family units for 71 percent. This was
almost the same proportion as in Septem-
ber—in contrast to the wide fluctuations in
previous months. The same thing was true
of the cost of units. Multifamily units ac-
counted for 27 percent of the total cost in
both September and October.

The average cost of dwellings was prac-
tically the same in October 1936 as in Octo-

CHART [.--NUMBER AND COST OF FAMILY DWELLING UNITS FOR WHICH PERMITS WERE GRANTED, BY MONTHS, IN CITIES OF
10,000 OR MORE POPULATION; 1936 COMPARED WITH SELECTED PERIODS

[Source; Federal Home Loan Bank Board. Compiled from residential building permits reported to U. S. Department of Labor]
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ber 1935. One-family units cost $4,101 and
multifamily units $3,637 on the later date.

FoRreECLOSURES AND OTHER REAL-ESTATE
CONDITIONS

CHarr 2 pictures the movement of residen-
tial construction, industrial production, real-
estate foreclosures, and housing rentals.
All of these activities are shown in compari-
son to a base line of 100 for the year 1926.
The following brief table gives the story of
the charts in percentages of this base.

The reports for October are favorable
except in residential construction. The in-
dex of rentals increased from 79 in Sep-
tember to 80 in October and industrial pro-
duction remained 1 percent above the 1926
base. The preliminary index of foreclos-
ures in 78 large urban counties, after in-
creasing to 278 in September, dropped to
257 in October—the lowest point since its
rapid ascent in 1930. This sharp change

was due to violent declines in Philadelphia,
Pennsylvania, and Memphis, Tennessee.
Both cities have reported considerable var-
iations in the number of foreclosures in
recent months. Actually, of the 75 urban
counties reporting in time to be included
in the index, 42 reported a greater number
of foreclosures in October than in Septem-
ber, and 33 reported a lower number. A
seasonal increase in foreclosures of .7 per-
cent is normal in October.

[1926=100]
Series Oct. | Sept. | Percent] Oct. |Percent
1936 | 1936 | change | 1935 | change

Residential con-
struction. ...... 25 26 —4 15 +67

Industrial  pro-
duction........ 1101 | 101 0 88 +15
Rentals.......... 80 79 +1 72 +11
Foreclosures. . . ... 1257 | 278 —8 | 333 —23

1 Preliminary,

CHART 2.—~COMPARISON OF RESIDENTIAL REAL-ESTATE CONDITIONS AND INDUSTRIAL PRODUCTION IN THE UNITED STATES
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CHART 3.—RATE OF RESIDENTIAL BUILDING IN THE UNITED STATES AND IN EACH FEDERAL HOME LOAN BANK DISTRICT,
BY MONTHS

Represents the estimated number of family dwelling units provided per 100,000 population; based upon building permits records for all cities of
10,000 or more inhabitants

[Source: Federal Home Loan Bank Board. Compiled from reports to U. S. Department of Labor]
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TasrLe 1.—Number and estimaled cost of new famly dwelling unils provided in all cities of 10,000 population
or over in the Uniled States in October 1936 !

[Source: Federal Home Loan Bank Board. Compiled from residential building permits reported to U. S. Department of Labor]

Number of family Total cost of units Average cost of
units provided (000 omitted) family units
Type of structure
October | October | Percent | October | October | Percent | October | October | Percent
1936 1935 change 1936 1935 change | 1936 1935 | change
All housekeeping dwellings. ..} 15,148 | 9,313 | 462.7 [$60,087.1 {$36,309.3 | +65.5 | $3,967 | $3, 899 +1.7
Total 1- and 2-family dwell-

1 172 SO 10, 755 6,579 | +63.5 | 44,109.0 | 26,500.6 | +66. 4 4,101 4, 028 +1.8
1-family dwellings.......... 9, 900 6,112 | 1+-62.0 | 41,704.6 | 25,098. 4 | +66.2 4,213 4, 106 +2.6
2-family dwellings.......... 768 404 | +90.1 2,092.8 1,185.1 1 476.6 2,725 1 2,933 —-7.1
Joint home and business 2.... 87 63 | +38.1 311.6 217.1 | +43.5 3, 582 3, 446 +3.9
3- and more-family dwellings.| 4, 393 2,734 | +60.7 | 15,978.1 9,808.7 | 4+62.9 3,637 3,588 +1.4

1 Estimate is based on reports from communities having approximately 95 percent of the population of all cities with

population of 10,000 or over.

2 Includes 1- and 2-family dwellings with business property attached.

TasLE 2.—Number and estimated cost of new family dwelling unils provided in all cities of 10,000 population
or over, in October 1936, by Federal Home Loan Bank Disiricts and by States

[Source: Federal Home Loan Bank Board. Compiled from residential building permits reported to U. S. Department of Labor]

All residential dwellings All 1- and 2-family dwellings
Number of family | Estimated cost (thou-|{ Number of family |Estimated cost (thou-
Federal Home Loan Bank dwelling units sands of dollars) dwelling units sands of dollars)
Districts and States
October | October | October | October | October | October | October | October
1936 1935 1936 1935 1936 1935 1936 1935
UNITED STATES........ 15, 148 9,313 |$60,087.1 [$36,309.3 | 10,755 6,579 | $44, 109. 0|$26, 500. 6
No.1—Boston............... 724 511 3,568.5 2,374. 6 712 499 3,513.5 2,358.6
Connecticut. ............ 214 124 1,064.7 613.7 202 124 1,009.7 613. 7
Maine.......ccovviiennn 50 24 139.7 46.6 50 24 139.7 46.6
Massachusetts........... 347 241 1,976. 6 1, 256. 4 347 241 1,976.6 1, 256. 4
New Hampshire.......... 21 27 55.9 112. 8 21 27 55.9 112.8
Rhode Island............ 81 82 280. 1 293. 4 81 70 280. 1 277. 4
Vermont..........c.o.n. 11 13 51.5 51.7 11 13 515 51.7
No. 2—New York............ 3,439 | 2,239 | 14,335.3 | 9,66L.2 | 1,352 924 | 5,936.0 | 4,220.5
New Jersey......conunnn. 352 241 1,758.9 1,336.3 283 228 1,548.9 1,306.3
New York............... 3, 087 1,998 | 12, 576. 4 8, 324. 9 1, 069 696 4,387. 1 2,923.2
No. 3—Pittsburgh............ 723 487 3, 542. 2 2,100.7 650 424 3,239.1 1,945. 1
Delaware..........c.0unn 6 10 38.0 50.6 6 10 38.0 50.6
Pennsylvania............ 630 404 3,198.7 1, 808. 2 571 371 2, 960. 3 1,723. 4
West Virginia............ 87 73 305.5 241.9 73 43 240. 8 171. 1
No. 4—Winston-Salem........ 2,172 1, 346 6, 738. 4 4,058.3 1, 384 910 4, 456. 2 3,083. 1
Alabama................ 648 167 | 1,883.5 439. 4 99 50 197. 2 77.1
District of Columbia...... 344 419 1,448.0 1,420.9 172 141 1,013.5 889.9
Florida. ......oovuevenn. 414 256 1, 255.5 834.1 387 244 1,168.9 809. 8
Georgia...........o0ennn 169 117 262.0 229. 9 159 111 251. 8 228.0
Maryland............... 109 121 437.7 402. 7 106 121 430. 7 402.7
North Carolina. ......... 257 121 694. 6 343.2 238 118 669. 6 341.5
South Carolina........... 106 79 270.8 210. 4 106 59 270. 8 156. 4
Virginia........ocovvnenn 125 66 486. 3 177.7 117 66 462. 7 177.7

90

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

Federal Home Loan Bank Review



TaBLE 2.—Number and estimated cost of new family dwelling units provided in all cities of 10,000 population
or over, in Oclober 1936, by Federal Home Loan Bank Districts and by States—Continued

All residential dwellings All 1- and 2-family dwellings
Number of family | Estimated cost (thou- | Number of family | Estimated cost (thou-
Fe(%g:%},g&ﬂig‘%:ggg: nk dwelling units sands of dollars) dwelling units sands of dollars)
October | October { QOctober October | October | October | October | October
1936 1935 1936 1935 1936 1935 1936 1935

No. 5—Cincinnati............ 1, 464 1,108 | $6,372.3 | $4, 661. 4 628 392 | $3,052.0 | $1,850.9
Kentucky............... 107 60 384.3 189.0 91 54 333. 8 175.0
Ohio.................... 480 947 | 2,630.9 | 4,271.5 417 247 | 2,403.4 | 1,480.0
Temnmessee............... 877 101 3,357.1 200. 9 120 91 314.8 195.9

No. 6—Indianapolis.......... 817 415 | 4,285.0 | 2,166.9 792 411 | 4,187.0 { 2,155.9
Indiana................. 146 103 618. 3 393.2 146 103 618.3 393.2
Michigan................ 671 312 | 3,666.7 | 1,773.7 646 308 | 3,568.7 ) 1,762.7

No. 7—Chicago.............. 596 367 | 3,178.6 | 1,918.9 577 355 | 3,136.2{ 1,895.7
Hlinois.................. 285 159 | 1,793.7 904. 7 266 154 | 1,751.3 897.2
Wisconsin............... 311 208 | 1,384.9 ¢ 1,014.2 311 201 | 1,384.9 998. 5

No. 8—Des Moines........... 663 460 | 2,308.6 | 1,570.0 647 460 | 2,271.4 | 1,570.0
Towa......ccooieiiin. 131 82 419.8 269.0 131 82 419.8 269. 0
Minnesota............... 196 134 769. 5 507.9 196 134 769.5 507.9
Missouri................ 284 175 993. 8 674. 6 268 175 956. 6 674. 6
North Dakota........... 20 37 56. 2 68. 0 20 37 56. 2 68. 0
South Dakota........... 32 32 69.3 50.5 32 32 69. 3 50.5

No. 9—Little Rock........... 1, 199 727 | 2,962.0 | 1,937.2 1,115 695 | 2,882.6 | 1,855.3
Arkansas................ 46 15 136.0 36. 6 46 15 136.0 36.6
Louisiana. .............. 132 58 362.6 161. 1 124 52 354.1 146. 7
Mississippi.............. 67 53 120.0 155. 0 57 53 101.7 155.0
New Mexico............. 64 21 164. 4 55.7 57 21 150. 4 55.7
Texas...ooeveene oo, 890 580 | 2,179.0 | 1,528.8 831 554 | 2,140.4 | 1,461.3

No. 10—Topeka. ............ 487 257 1,811.5 924.3 385 250 1,348.7 915.0
Colorado................ 75 60 293.9 319.0 75 56 293.9 316.0
Kansas................. 102 53 387. 4 150. 2 92 53 347. 4 150. 2
Nebraska............... 71 41 244. 8 114. 4 71 38 244. 8 108.1
Oklahoma............... 239 103 885. 4 340.7 147 103 462. 6 340. 7

No. 11—Portland............ 500 270 1,495. 7 725.5 439 254 1,402. 5 719.3
Idaho................... 58 19 170.9 68. 4 46 19 148.9 68. 4
Montana................ 58 38 127. 2 90. 4 37 38 88.2 90. 4
Oregon............c..... 107 37 417.9 150. 2 107 37 417.9 150. 2
Utah................... 70 35 215. 3 89.3 62 35 208.3 89.3
Washington e 197 125 518.9 269. 5 177 109 493. 7 263. 3
Wyoming. .............. 10 16 45.5 57.7 10 16 45.5 57.7

No. 12—Los Angeles......... 2, 364 1,126 | 9,489.0 | 4,210.3 2, 074 1,005 { 8,683.8 | 3,922.2
Arizona................. 52 17 202. 8 52.1 52 17 202. 8 52.1
California............... 2, 298 1,104 | 9,195.9 | 4,140.2 2, 008 983 { 8,390.7 | 3,852.1
Nevada................. 14 5 90. 3 18.0 14 5 90. 3 18.0
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BuiLpine Activity By FepeEral HoME LoanN
Bank DISTRICTS AND STATES

As MAY be seen in table 2, the States of
New York and California continue to hold
the lead in the number of dwelling units
authorized. During October, New York
accounted for 3,087 units and California
for 2,298 units. Their neares! competitors
were Texas with 890 units and Tennessee
with 877 units.

In chart 3 this volume of building is
translated into rate of building (the num-
ber of family dwelling units provided per
100,000 population) by Federal Home Loan
Bank Districts. In rate of building, the Los
Angeles District continues to hold the lead
with 56 units while the New York District
is in sixth place. Winston-Salem was sec-
ond with 44 units and Little Rock third with
37 units.

Method of Compiling Statistics for Construction Article

OR a period of 21 months the FEDERAL
HoMme Loax Bank ReviEw has pub-
lished regularly a series of residential
construction statistics showing by States
and Bank Districts the number of family
units and the estimated cost of these units,
based upon building permits reported to
the U. S. Department of Labor. Because of
the current interest being manifested in the
real-estate market, especially in the volume
of residential building activity, readers of
the ReviEw may be interested in the pro-
. cedure employed in the development of this
information.

Each month the U. S. Department of
Labor through its Bureau of Labor Statis-
tics receives summaries of building permits
issued from approximately 1,500 cities, of
which about 750 are cities having more than
10,000 inhabitants. Due to the fact that re-
ports from those cities having less than
10,000 inhabitants have been available only
from January 1936, and because this or-
ganization has been interested in develop-
ing and studying various trends in residen-
tial construction, our material has been
based upon those cities having more than
10,000 inhabitants. Accordingly, a file rec-
ord of individual cards has been developed
in this office covering each city having more
than 10,000 inhabitants from which the De-
partment of Labor receives building-permit
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reports. Each card record contains a de-
tailed breakdown of residential construc-
tion within a city showing the number of
units and the estimated cost segregated by
type of dwelling unit; such as 1-family, 2-
family, multifamily, etc. Each month em-
ployees of the Division of Research and Sta-
tistics of the Federal Home Loan Bank
Board transcribe the reports for all of
these reporting cities from the U. S. Depart-
ment of Labor records.

After all reports have been transcribed,
the card records are returned to this office,
sorted by Bank Districts, by States within
Bank Districts, and finally into four popula-
tion size groups within each State, namely:
Group A—10,000 to 25,000; Group B-—25,000
to 50,000; Group C—50,000 to 100,000; and
Group D—100,000 and over. Each of these
population groups in each State is consid-
ered as a separate unit in the method of
estimation which follows.

In each population group within each
State an identical group of reporting cities
is maintained which is used as the base for
making the required estimated projections.
In most of the population groups the same
identical cities consistently send in their
records, and about these there is never any
question. At times, however, certain cities
send in their reports too late to be used.
For such missing cities which are in our
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identical group, construction records are
estimated for the current month based upon
the activity shown by all of the other cities
in this same population group within the
State. When the records for the group
of identical cities within a population group
are complete, summary totals are run of all
of the items for all cities in the group and
these totals are listed on master cards.

At this point, when we have the totals of
all items by size of community, we are
ready to make our projected estimates
which eventually result in total construec-
tion figures for all cities having more than
10,000 population. This projection is done
in the following manner: Using the 1930
census, the total population has been de-
rived for all cities in each of the four popu-
lation size groups indicated above, within
each State. The projection factor used to
expand our construction information is
based upon the relationship which the total
population of the reporting cities in the size
group bears to the total population for all
cities in that group. For example, in the
State of New York, reporting cities in the
10,000 to 25,000 population group had a
total population of 631,287. The population
of all cities in this same size group within
the State is 730,349. The factor based upon
the relationship of 631,287 to 730,349 is
1.157, which is used in expanding the con-
struction statistics of the reporting cities to
secure an estimate for all cities in this popu-
lation group within the State. A similar
procedure is employed in each of the other
three size groups and within each State. It
might be pointed out that, since all cities
having more than 100,000 inhabitants sub-
mit regular reports, the expansion factor is
always unity, and hence the totals secured
by adding the figures from the reporting
cities will represent a 100-percent coverage
of all cities in this group. Furthermore,
practically all cities of 50,000 to 100,000
population report regularly, so that the job
of expansion occurs mainly in those popu-
lation groups below 50,000.
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When the construction data for all popu-
lation groups within each State have been
estimated by means of an expansion factor
as indicated in the above example, the ma-
terial is in shape for final summation.
These estimated totals for the four popula-
tion groups within a State are added and a
State total derived. Within each Bank Dis-
trict, totals for all items of residential con-
struction are secured by population size
groups. The State and Bank District totals
by type of dwelling, both number of units
and dollar amount, are prepared in tabular
form and a United States total built up. In
this form the material is presented in each
issue of the FeperaL HoMe LoaN Baxk Re-
viEw. Such supplementary information as
comparisons by type of dwelling unit, and
construction trends by size of community
are developed as an integral part of the esti-
mating procedure and, while not regularly
published, are always kept available for
reference.

In conclusion, it might well be pointed out
that certain recognized weaknesses exist in
the foregoing technic. The greatest weak-
ness arises in some of the Western States
where, for instance, there exist cities in only
one size group such as in Montana and Ne-
vada. At times our actual reports are
limited to only one of the two existing cities
in this group, which accordingly, means
that our estimate for the whole represents
approximately a 100-percent expansion of
reported figures. With this exception,
however, the base upon which our estimates
are developed in general represents more
than 75 percent of the total population of
all cities in the individual population size
group. The maintenance of an identical
group of cities to serve as a base for expan-
sion and the method followed in determin-
ing this base are felt to be sound and prac-
ticable. Experience has shown that in
those instances where the records for an
individual city are estimated in the devel-
opment of our identical base, subsequent
reports have indicated only a negligible
amount of error in the data reported.
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Federal Home Loan Banks

URING October, the balance outstand-

ing of Federal Home Loan Bank ad-
vances to member institutions increase-d
$5,174,000, making total advances outstand-
ing $134,941,000 at the end of the month.
Approximately the same amount was ad-
vanced in loans as during September. At-
tention is called to footnote 2 of table 2

which reinterprets the meaning of the bor-
rowing capacity of members of the Federal
Home Loan Banks. In October, the num-
ber of member institutions increased by 22,
bringing the total to 3,729.

No changes were reported during Octo-
ber in the interest rates charged by the 12
Banks.

TABLE 1.—Inlerest rates, Federal Home Loan Banks: rates on advances lo member inslilulions®

Rate in

FederalBI:gll:\e Loan | . ct on Type of loan
Dec. L
Percent

1. Boston........... 3 | All advances.

2. New York........ 3% | All advances for 1 year or less.

3% ! All advances for more than 1 year shall be written at 4 percent, but interest collected
at 3% percent during 1936.

3. Pittsburgh........ 3% | All advances for 1 year or less. All advances for more than 1 year are to be written
at 4 percent, but until further notice credit will be given on all outstanding
advances for the difference between the written rates of 5, 4%, or 4 percent and
3% per centum per annum,

4. Winston-Salem. ... 3% | All advances, with the provision that the interest rate may be increased to not
more than 4% percent after 30-days wrillen notice.

5. Cincinnati........ 3 | All advances.

6. Indianapolis....... 3 | All secured advances.

3% | All unsecured advances, none of which may be made for more than 6 months.
7. Chicago.......... All secured advances are to be written at 3% percent, but interest collected at 3
ereent,
3% Alrnns«w‘urml advances.

8. Des Moines....... 3-3% | On all advances up Lo $1.000.000, the intcrest rate shall be 3¢ percent. Tf the
balance of loans oulstanding to any one member equals or excecds $1,000,000,
the interest rate thereon shall be at the rate of 3 percent.

9. Little Rock....... 3 | All advances.

10. Topeka........... 3 Do.
11. Portland.......... 3 Alll Imlv{mcc: to members secured by mortgages insured under Title II of National
ousing Act.
3% 1 Alladvancesfor 1 yearorless. All advances for more than 1 year are to he written at
4 percent. but interest collected at 3% percent so long as short-term advances
carry this rate,
12. Los Angeles....... 3 | All advances.

! On May 29, 1935, the Board passed a resolution to the effect that all advances to nonmember institutions upon
the security of insured mortgages, insured under Title 11 of the National Housing Act, “shall bear interest at rates of
interest one-half of 1 per centuin in excess of the current rates of interest prevailing for member institutions.”
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TasLe 2.—Growth and trend of lending operalions

Members Loans Loans Repay- thal‘x'mcg Borrowi
advanced | advanced | ments | 2UtStand- jborrowing
ing at end | capacity 2
Month . (cumula- | (monthly) { (monthly) h 000
Numb Esnma(ted | tive) (000 | (000 (000 | of foon o a)
umber | assets ! (00 H H : h
omitted) omitted) | omitted) | omitted) omitted)
December 1932................. 119 $217, 000 $837 $837 |.......... $837 |..........
December 1933................. 2,086 | 2.607, 000 90. 865 7,132 $889 85,442 |..........
December 1934................. 3,072 | 3,305,000 | 129,545 2, 904 3, 360 86,658 |..........
December 1935................. 3,460 | 3,020,000 | 188,675 8,414 2,708 | 102,795 |..........
1936

January......... ...l 3,495 (...l 193, 746 5,071 5,065 | 102,800 |..........
February...................... 3,516 [............ 197, 530 3, 784 3,642 | 102,942 ..........
March.........cooiiiiiiiin., 3,588 ..., 202, 041 4,511 4,095 | 103,358 |..........
April. ..o oo 3,581 |............ 207, 878 5, 836 3,222 | 105972 (|..........
May...ooooiiiiiiiiiiiial, 3,604 i............ 215, 085 7, 207 2,258 | 110,922 |..........
June... ... il 3,640 { 3,250,000 | 226, 645 11, 560 3,895 | 118,587 | $869, 000
July..ooooo 3,659 |............ 235, 152 8, 507 4,993 | 122,101 869, 000
August............cooiiiiiat, 3,678 |............ 242, 983 7, 830 4,714 | 125,218 869, 000
September.......... ... ... .. 3,707 ..ol 252, 559 9,576 5,027 129, 767 869, 000
October ......oovvviiiiiiina, 3,729 |.oeiiiat 262, 046 9,487 4,313 | 134,941 911, 000

1 Estimates of assets are brought up to date semiannually. .
2 Based upon the amount for which the members may legally obligate themselves, or 50 percent of their net assets,

whichever is lower.

Note.—All figures, except loans advanced (monthly) and repayments, are as of the end of month.

Urban Housing

(Bulletin No. 2, of the Public Works Administration)

N AUGUST 1936, the Housing Division

of the Public Works Administration
published its second housing bulletin. This
bulletin, as a sequel to the first bulletin,
“Slums and Blighted Areas in the United
States”, by Dr. Edith Elmer Wood, is in-
tended as a handbook of the Housing Divi-
sion. Prepared by the editorial section of
the Branch of Research and Information,
its purpose is to show the relationship be-
tween the Division and the urban housing
movement.

The booklet is divided into four parts,
dealing with present-day urban living con-
ditions; the purpose, policy, function, and
structure of the Housing Division; its his-
tory; and its present program. The authors
state that although centralization was at
first necessary in the pioneering efforts at
slum clearance, later low-cost housing must
be undertaken by local authorities with
Government financial aid. At such a time,
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the 50 projects now in process of construc-
tion by the P. W. A, will serve as yardsticks.
The failures and successes of these efforts
will, it is hoped, guide future projects from
the many pitfalls in such undertakings.

The second half of the bulletin is devoted
to appendices dealing with more general
aspects of the housing problem as well as
listing and describing the P. W. A, projects
undertaken. Appendix A gives a brief his-
tory of housing in Europe as well as in the
United States. Appendix B summarizes
housing legislation and gives in full the
Wagner-Ellenbogen Bill which failed 1o
pass the 74th Congress. Official State and
Regional housing agencies are also listed.
Appendix C lists the projects of the Housing
Division.

Copies of this Housing Bulletin No. 2 may
be obtained for 25 cents from the Superin-
tendent of Documents, Government Print-
ing Office, Washington, D. C.
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Federal Savings and Loan System

LARGER volume of mortgage loans

were made during October by the
1,051 reporting Federal savings and loan
associations than during any previous
month. Mortgage loans made by these as-
sociations amounted to $22,328,400 during
October, which was an increase of $1,118,-
200 over September. The largest part of
this increase was due to refinanced loans
and loans for home purchase. Approxi-
mately the same amount was loaned for
new construction in October as in Sep-
tember.

Analyzing the mortgage loans of these
1,051 associations according to the purposes
for which they were made, new construction
and reconditioning accounted for 39.9 per-
cent in dollar volume, home purchase for
28.8 percent, and refinancing for 24.9 per-
cent. At the end of October, their com-
bined mortgage loans outstanding amounted
to $518,254,700. This was $15,000,000 more
than at the beginning of the month.

The combination of a 12-percent decrease
in repurchases and a 12-percent increase in
private share investments resulted in a sub-
stantial gain in net private share invest-

ments during October. At the end of the
month, private shareholders had paid in
$423,138,200 and the Treasury and Home
Owners’ Loan Corporation $128,911,700.
During the month, H. O. L. C. increased its
investments in these associations by $9,891,-
900, exceeding H. O. L. C. investments in
reporting Federals during any previous
month.

By October 31, the advances outstanding
to these 1,051 associations from the Federal
Home Loan Banks amounted to $49,618,300.
This was 36.8 percent of total Bank ad-
vances outstanding to all associations on
that date.

New CHARTERS GRANTED

DuriNG October, two newly organized asso-
giations were chartered as Federal savings
and loan associations and nine associations
which had been in operation under State
charter were converted to the Federal
charter. The net increase in Federals, as
shown in table 1, was nine associations. At
the end of the month there were 1,192 Fed-
eral associations with approximately $693,-
000,000 in assets.

TaBLE 1.—Progress in number and assels of Federal savings and loan associations

Number at specified dates Approximate assets
Dec. 31, | Dec. 31, | Dec. 31, | Sept. 30, | Oct. 31,
1933 1934 1935 1936 1936 ~ | Sept. 30,1936 | Oct. 31, 1936
New...oovveiiiiennnnnnnn 57 481 605 643 643 | $116, 942, 621 $116, 952, 726
Converted................ 2 158 418 540 549 570, 896, 573 576, 694, 716
Total.............. 59 639 1,023 1,183 1,192 | 687,839,194 693, 647, 442
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TABLE 2.—Monthly operations of 1,051 identical Federal savings and loan associations reporfed during

September and Oclober 1936

Change
September October September
to October
Share liability at end of month: Percent

Private share accounts (number). ........ .ottt 592, 429 597, 357 +0.8

Paid on private subscriptions. . .....coitiiiiiiiiii i i $419, 967, 000 | $423, 138, 200 +0.8

Treasury and H. O. L. C. subscriptions. . . .........c.oovvvvinennn.n 119, 019, 800 | 128,911, 700 +8.3

B 7Y 538, 986, 800 552, 049, 900 +2.4

Private share investments duringmonth.................cccoin... 7,137, 900 8, 027, 300 +12.5

Repurchases during month. .. ....oiiiiiniiiiiiiiii ittt iennaes 6, 008, 400 5, 264, 700 —12. 4
Mortgaﬁa loans made during month:

a. New construction. .. .. .iiiieriniiiineiieininernenneennnnnes 7, 549, 900 7, 551, 100 0

b. Purchase of homes......... e ee it e e et e e 5, 968, 900 6, 418, 000 +7.5

C. Refinancing. ....coiviiiriiin it ittt iitenetiaeearnaanns 5, 000, 500 5, 558, 400 +11.2

d. Reconditioning. ....c.vvvuriiiirneneineneneerannerencnnennnnnn 1, 257, 300 1, 366, 600 +8.7

€. Other PUIPOSES. . ..ttt ittt iiiiiiiertreneearonarenenensnnnes 1, 433, 600 1, 434, 300 0

07 21, 210, 200 22, 328, 400 +5.3

Mortgage loans outstanding end of month..................ccooiiuuL... 503, 050, 300 | 518, 254, 700 +3.0
Borrowed money as of end of month:

From Federal Home Loan Banks...........ooveiiiiieeinninnnnan. 47, 235, 400 49, 618, 300 +5.0

From other Sources. .......c.vvvienieinrenieesenerareeneesnennanns 1, 818, 400 1, 857, 400 +2.1

0 P 49,053,800 | 51,475, 700 +4.9

Total assets, end of month.........c.oovveii ittt iniiinnnn.. 669, 325, 200 | 687, 231, 600 +2.7

The Evolving House

HORTLY before his death, Mr. Alfred F.
Bemis completed the third volume of
his trilogy entitled “The Evolving House.”
These three volumes treat in turn the his-
tory of the home, the economics of shelter,
and rational design. They are concerned
with the economic causes for housing as it
is today, the effect of such housing on our
social, economic, and esthetic life, and then
offer, in the third volume, Mr. Bemis’ pro-
posed solution of our housing difficulties.
The title of the third volume, Rational
Design, gives the key to what Mr. Bemis
says is the first necessary step in the organi-
zation of the building industry. He sees
present-day housing as structurally out of
step with manufacture and engineering.
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We are dependent upon such machines of
mechanical efficiency as the automobile,
telephone, electric refrigerator, etc. It is
one of the paradoxes of our time that with
this mechanization we continue to live in
houses that are structurally in the Middle
Ages—this, in spite of the fact that the ac-
cessories of the home are highly mechan-
ized. It is to show what is necessary to
bring the house into step that Mr. Bemis
has written these books.

Up to the present time there have been
several efforts towards the rationalization of
the structure of the house and standardiza-
tion of building materials. Credit for pio-
neering in these fields must go to such men
as Grosvenor Atterbury, who urged a re-

97



formed house structure 30 years ago, to
Ernest Flagg, designer, and to Frank Lloyd
Wright, architect.

However, early efforts were directed prin-
cipally at the rationalization of some par-
ticular material or group of materials, not
of building materials in general. Today,
significant work is being done by both the
Government and private institutions. The
Bureau of Standards, in Washington, D. C.,
tests materials and processes; the Forest
Products Laboratory, a division of the De-
partment of Agriculture, studies and creates
new uses for wood; the University of Illi-
nois attacks the problem of insulation, heat-
ing, and air conditioning. The list could
include a great many of our universities
and institutions. But Mr. Bemis feels that
before these efforts can be truly effective
they must be coordinated and harmonized
by a new conception of structural design.

Although he recognizes the other factors
that are involved in the proper orientation
of the house to society such as social cus-
toms, living standards, public welfare, prop-
erty, finance, esthetics, etc.,, he feels that
these factors cannot be brought into bal-
ance until the structure itself, which is the
basis of the entfire problem, is made ra-
tional. This rationalization of the house
structure is purely an engineering problem.
He attacks it as such and “subordinates all
other aspects however vital”. In general
terms Mr. Bemis defines this rationalization
as foliows: “Rationalization is the ever-
continuing, evolutionary process by which
an activity, a custom, a technique, an indus-
try is brought up to date, into balance, into
harmony—that is, becomes rational with
respect to other things.”

At present, building materials bear little
relation to one another as to size and
shape; they are not designed with the view
in mind of their final incorporation to-
gether into one structure. Brick, tile, steel,
and wood are produced in sizes dictated by
custom; are brought to the site and are then
cut to fit the needs of the individual job.
The resultant waste is obvious. It could,

98

Mr. Bemis felt, be eliminated if all such
materials were standardized in their rela-
tion to one another. They need, literally,
some common denominator. Mr. Bemis
and his co-workers after a great deal of re-
search took the cube as that denominator.
They evolved a scheme that would permit
the manufacture of all materials on the
basis of that cube which was, in dimensions,
evolved by balancing the many factors in-
volved in determining the structural wall
thickness necessary for dwellings.

This scheme was patented as the “cubical
modular theory”. In Mr. Bemis’ own
words, it means: “Cubical modular design
in itself simply requires that all parts of the
house, including particularly the means of
interconnection, be proportioned to the
same module in all three dimensions. The
size of that module is determined by prac-
tical considerations of materials, structure,
type, and planning.”

The natural end of cubical modularity, as
Mr. Bemis sees it, would be prefabrication
in a factory and assembly on the plot. He
says that houses would, under such a
system, be more varied in appearance than
they are now. They would, however, have
a common structural basis.

The question naturally arises: How would
such a rationalization affect home-financing
institutions? Mr. Bemis states that it would
immediately provide a simplified basis of
value on which to determine risk and rate.

Dwellings would be flexible in structure,
permitting adaptation to individual needs
and preferences. Such a flexibility would
be a dominant factor in preventing loss
should foreclosure be necessary. Mr. Bemis
felt that if the building industry were co-
ordinated and rationalized, a period of
unparalleled building activity would follow
with its consequent advantages for all
financing institutions.

Regardless of the advantages or disad-
vantages to savings and loan assaciations in
the rationalization of building, they should
acquaint themselves with all possible
changes in the field. By so doing, they will
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be better equipped to adapt themselves to
such changes when and if they occur.

A History or THE HoME

In VoLumMmE 1 is traced the evolution of
shelter from its probable beginnings in pre-
historic times up to about 1920. This vol-
ume was largely the work of John Burchard,
2nd. He traced the development of cities
and industrialization with their attendant
evils of slums and overcrowding, and re-
viewed the social and economic forces
influencing their development.

Tae EcoNoMIcs OF SHELTER

THE second volume, The Economics of Shel-
ter, gives a careful analysis of the economic
factors influencing the demand for housing.
It concludes with Mr. Bemis’ proposal for
coordination of all aspects of present-day
housing.

Building codes, for example, obviously
need to be unified throughout the country
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and the defects eliminated. Title and
mortgage laws also need to be standardized.

As for the part to be played by the Gov-
ernment, Mr. Bemis felt that there should
be no direct competition with private enter-
prise. The Government should, rather, co-
ordinate and unify financial and building
practices.

In this respect, he writes, the Federal
Home Loan Banks, by averaging the risks
between individuals and territorial sections
would further broaden the availability of
home credit as an object for general public
investment. By thus increasing its liquidity
individually lower mortgage rates would be
justified and would result.

The Evolving House (three volumes)
was published by the Technology Press,
Massachusetts Institute of Technology,
Cambridge, Massachusetts. In a supple-
ment to the third volume John Burchard,
2nd, describes the more important efforts
to design a house suited to prefabrication.
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Federal Savings and Loan Insurance
Corporation

HE share accounts of 40 savings and

loan associations were insured by the
Federal Savings and Loan Insurance Cor-
poration between October 15 and November
15. By far the largest number (26) of these
newly insured associations operate under
State charter. The remaining 14 are Fed-
eral savings and loan associations, 5 being

newly organized and 9 converted to Federal
charter from State charter.

The net increase in the number of insured
associations during this period was 33,
bringing the total number to 1,510 as of
November 15. Their assets as of the latest
obtainable data were $1,122,634,665 and
their share and creditor liabilities, $1,026,-

TABLE 1.—Progress of the Federal Savings and Loan Insurance Corporation—Applications received and

institutions insured
APPLICATIONS RECEIVED

Cumulative 3:;2;) er at specified Assets (as of date of application)
Dec. 31, | Dec. 31, | Oct. 15, INov. 15,
1934 1935 1936 1936 Oct. 15, 1936 Nov. 15, 1936
State-chartered associations............... 53 351 612 631 $760, 432, 975 $776, 194, 579
Converted F. S.and L. A................. 134 480 594 601 588, 261, 490 594, 083, 796
NewF.S.and L. A...................... 393 575 644 646 14, 352, 113 14, 408, 499
Total........coiviiiiii ., 580 1, 406 1, 850 1,878 1, 363, 046, 578 1, 384, 686, 874

INSTITUTIONS INSURED !

Number of] Share and
Cumulative number at specified dates| share- Assets creditor lia-
holders bilities
Dec. 31, | Dec. 31, | Oct. 15, |Nov. 15,] Nov. 15,
1934 | 1935 | 1936 | 1936 | 1936 | Nov-15,1936 | Nov.15, 1936
State-chartered associations..:...... 4 136 309 331 583, 429 | $446, 454, 342 $395, 326, 701
Converted F.S.and L. A........... 108 406 538 545 571, 373 561, 601, 419 519, 432, 676
NewF.S.and L. A................ 339 572 630 634 103, 264 114, 578, 904 112, 160, 445
Total.............cvunn. 451 1,114 1,477 1,510 {1, 258, 066 |1, 122, 634, 665 | 1, 026, 919, 822

1 Beginning May 15, 1936, figures on number of associations insured include only those associations which havere-

mitted premiums.

Earlier figures include all associations approved by the Board for insurance.

Number of shareholders, assets, and share and creditor liabilities of insured associations are as of latest obtainable
date and will be brought up to date after June 30 and December 31 each year.
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919,822. They represented 1,258,066 share
accounts, each of which is protected up to
$5,000.

Applications for insurance during this
period were received from 28 savings and
loan associations, with $21,640,296 in assets.
Two are new Federal savings and loan as-
sociations, 7 are converted Federals, and 19
are State-chartered associations.

Comparable reports were received from
158 insured State-chartered associations
during September and October (table 2).
As of October 31, these associations had
combined assets totaling $212,833,100 which
was an increase of 1.2 percent during the
month. Their share liability amounted to
$125,847,400. Of this amount, $7,770,900
was subscribed by the Treasury and the
Home Owners’ Loan Corporation. During
October the H. O. L. C. increased its sub-
scriptions in the shares of these associa-
tions by $933,500. Private share invest-
ments also showed a substantial gain of

10.0 percent, while repurchases decreased
3.1 percent.

These 158 associations made a slightly
smaller volume of mortgage loans during
October than September. However, during
the latter month a larger proportion of the
loans made were for home construction.
Of the total loans made during October,
32.9 percent was for new construction, 33.1
percent for home purchase, 16.3 percent for
refinancing, 7.8 percent for reconditioning,
and 9.9 percent for other purposes than
those listed. At the end of October the total
mortgage loans outstanding were $139,359,-
800. This was an increase of 1.6 percent
during the month.

Of the 158 reporting insured State-char-
tered associations, 152 are members of the
Federal Home Loan Bank System. Bank
advances outstanding to them as of the end
of October were $9,299,000—6.1 percent over
the previous month.

TaBLE 2.—Monthly operations of 158 insured Stafe-chariered savings and loan associations reporting
during September and October 1936

Change
September October September
' to October
Share liability at end of month: Percent
Private share accounts (number) . .......... ... .. ... ... ... ... 222, 104 222, 458 +0.2
Paid on private subscriptions. .. ...t i $119, 047, 700 | $119, 076, 500
Treasury and H. O. L. C. subscriptions. . .............cciviienn... 6, 837, 400 7, 770, 900 +13.6
B o) Y AP 125, 885, 100 126, 847, 400 +0.8
Private share investments duringmonth. .. ............... ... ... ... ... 2, 144, 000 2, 357, 200 +10.0
Repurchases during month. . . ... ... i e 2, 383, 700 2, 309, 000 —3.1
Mortgage loans made during month:
8. New COnSEIRCHION. . ...ttt ittt i iiee e iitie e iieaeannnn 1, 194, 600 1, 389, 300 16.3
b. Purchase of homes. ........ ... . i i, 1, 411, 400 1, 398, 100 —0.9
C RefiNancIng. .. cvvvert ittt i i e i e 760, 200 685, 900 —~9.8
d. Reconditioning. ........ccoiiiiiiiiiiirirnireranireneeenanen 343, 400 330, 100 —3.8
€ OtBer PUIPOSES. « . vttt ittt it it ieieeeninennnannans 519, 400 416, 500 —19.8
Total........... e e ettt 4, 229, 000 4, 219, 900 —-0.2
Mortgage loans outstanding end of month. ............................. 137, 222,900 | 139, 359, 800 +1.6
Borrowed money as of end of month:
From Federal Home Loan Banks..................ccoviiinn..... 8, 764, 900 9, 299, 000 +6.1
From other SOUPCeS. .. vvu ittt it et ie et e e e 2, 086, 700 2, 048, 500 —1.8
0771 O 10, 851, 600 11, 347, 500 +4.6
Total assets,end of month. .......coiiiiiiiiiiiiiieienennne, 210, 350, 400 | 212, 833, 100 +1.2
December 1936 101
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Home Owners’ Loan Corporation

TasLe 1.—H. O. L. C. subscriptions o shares of savings and loan associalions—Requests and subscriptions!

Uninsured State-char-
tered members of Insured State-char- | Federal savings and Total
the F. H. L. B. tered associations loan associations
System
Number Number Number Number
Amount Amount Amount Amount
(]ggilfg (cumulative) (122;‘],15- (cumulative) (lgltlﬁ,l:)' (cumulative) (Iggl'\’,l:)' {cumulative)
Requests:
Dec. 31, 1935...... 27 1 $1,131, 700 33 | $2, 480, 000 553 $21, 139, 000 613 | $24, 750, 700
June 30, 1936. .. ... 60 2, 506, 700 130 | 10, 636, 200 1,478 | 56, 880, 600 1, 668 70, 023, 500
July 31,1936...... 66 2, 826, 700 150 | 11, 856, 200 1,642 | 63, 173, 400 1, 858 77, 856, 300
Aug. 31,1936...... 70 2, 740, 700 172 | 14, 134, 900 1, 824 | 72, 325, 700 2, 066 89, 201, 300
Sept. 30, 1936...... 71 2, 789, 700 192 | 15, 478, 900 2,026 | 80, 414, 200 2, 289 98, 682, 800
Oct. 31, 1936....... 76 3, 114, 910 229 | 17, 846, 400 2,260 | 92,123, 400 2,565 | 113, 084, 710
Nov. 20, 1936...... 82 3, 575, 710 244 1 18, 868, 900 2,354 | 96, 236, 700 2, 680 | 118, 681, 310
Subscriptions:

Dec. 31,1935...... 2 100, 000 24 1, 980, 000 474 | 17, 766, 500 500 19, 846, 500
June 30, 1936.. 21 689, 000 118 9, 636, 600 1,392 | 52, 817, 100 1,531 63, 142, 700
July 31,1936...... 27 1, 069, 000 134 | 10, 873, 700 1,558 | 59, 055, 800 1,719 70, 998, 500
Aug. 31, 1936...... 33 1, 144, 000 150 | 12,158, 700 1, 683 | 65, 387, 500 1, 866 78, 690, 200
Sept. 30, 1936...... 38 1, 312, 000 171 | 13, 671, 400 1,903 | 75, 155, 600 2,112 90, 139, 000
Oct. 31, 1936....... 44 1, 647, 200 212 | 16, 629, 900 2,182 | 88, 362, 300 2, 438 | 106, 639, 400
Nov. 20, 1936...... 43 1, 672, 200 225 | 17, 118, 900 2,284 | 92, 378, 600 2,552 | 111, 169, 700

1 Refers to number of separate investments, not to number of associations in which investments are made.

TaBLeE 2.—Recondilioning Division—Summary of all reconditioning operations through Nov. 11, 1936

Total contracts awarded | Total jobs completed
. Cases re-
Period ceived 1
Number Amount Number Amount
June 1, 1934, through Oct. 15,1936................... 731, 985 396, 401 ($76, 590, 321 386, 933 | $73, 674, 007
Oct. 16, 1936, through Nov. 11, 19362................ 7,126 4, 255 707, 040 5, 040 1, 022, 630
Grand total through Nov. 11,1936............. 739,111 | 400,656 | 77,297,361 | 391,973 | 74, 696, 637

! Includes all cases referred to the Reconditioning Division whether applications from borrowers during period these
were being received, property management cases, insurance loss cases, and miscellaneous reconditioning.
2 The figures for this period are subject to correction.

Note.—Prior to the organization of the Reconditioning Division on June 1, 1934, the Corporation had completed
52,269 reconditioning jobs amounting to approximately $6,800,000.
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TaBLE 3.—Foreclosure cases dispatched to Silate Counsel and properties acquired by the Home Ouwners’
Loan Corporation !

Properties
Foreclo;im_' © Withdrawn acquired by
Period ::tsc?]fed i ° and sus- . voluntary
State Counsel pended cases f O%Zgﬁ):élr‘i s
Prior 10 1935 . . . i e 35 0 9
Jan. 1 through June 30 535 7 114
July 1 through Dec. 31 3, 900 189 983
JAUAL Y . . ettt e e 1, 281 28 324
February...... ... i 1, 544 49 447
March. ... e e e e 3,190 59 605
ADHIL. . . 4, 365 87 669
MAY. o oo 4, 688 145 964
TUDC. o oo 8 113 116 1, 440
JUly. . e ... 8, 016 249 1, 380
AUgUSt. ... e e 8, 203 335 1, 802
September..... ... .. e 7,278 1,375 2,420
OCtODET. . ..ttt e e 6, 265 1,114 3, 665
Grand total to Oct. 31,1936......... e e 57,413 3,753 14, 822

! Figures prior to 1936 are as of the month in which the action took place. Subsequent figures are as of the month

in which the action was reported in Washington.

2 Due to payment of delinquencies by borrowers after foreclosure proceedings had been entered.
8 Does not include 5,525 properties bought in by H. O. L. C. at foreclosure sale but awaiting expiration of the redemp-

tion period before title and possession can be obtained.

In addition to the total of 14,822 completed cases, 67 properties were sold at foreclosure sale to parties other than

H.O.L.C.

Renovation
(Continued from page 76)
by a brick wall are not interested in nor
even aware of the occupants of the run-
down houses across the street.

“In estimating the value of work of this
kind you will readily see that the dominant
factor is not the cost of construction. Pro-
ceeding on that basis, one would estimate
the value of a beautiful painting by the cost
of the canvas, frame, and oils.

“I have always maintained that there is
need for greater specialization in appraisal
work. The assumption that one man is an
expert appraiser for a large part of any one
community seems to me absurd. For really
expert appraisal I should say that a city of
350,000 population naturally divides itself
into at least 10 districts, if not indeed 15 or
more.”

Interview No. 4: “I have specialized in
renovating old buildings for new uses. In-
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cidentally, some of the buildings were not
so very old either. The principal obstacle
I have met in this work is the tendency of
all lending agencies to estimate the amount
they would be willing to advanee upon the
basis of appraisal of the value of the build-
ing in its dilapidated condition and while
either vacant or almost so. The sort of
renovation I do calls for imagination and
enterprise. These qualities need the co-
operation of the lender.

“There are uncounted thousands of
buildings in this country now losing money
that can be made to produce more revenue
than they yielded when new. Investment
for renovation in this field should be based
upon an estimate of what the building will
be worth after the job is finished and not
upon the amount now unprofitably tied up
in it.

“Hundreds of millions of dollars should
be invested in renovation in this country
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immediately. The holders of uncounted
thousands of foreclosed properties are at
this moment puzzling over their renovation
problems. A great many of these fore-
closed properties are going to be renovated
according to the orders of persons with
very little éxperience in that field. Some
of them, of course, will prove to have sound
judgment; others will not. If I were today
confronting a problem and lacked experi-
ence, I should look about in my community
for the man who has been successful in this
field and I should try to turn the job over
to him, preferably by making him the new
owner. If he really knows his business and
if the property in question has excellent
possibilities for profitable renovation, he
ought to be willing to pay a price for it that
would lift it out of the lending agency’s red

portfolio. Renovation is a specialized field
and the successful men in it are never nu-
merous in any one community but my ob-
servation leads me to venture the statement
that there are always a few who have been
successful in good times and bad because
of their outstanding talent.”

In view of the great importance of the
whole broad subject of renovation, the Re-
VIEW would welcome letters stating actual
experiences that might prove of practical
value. These will be published without
pames in order to encourage complete
frankness. What we want is the story of
the property in question, the problem it
presented, and the outcome of an effort to
solve that problem. The names of finan-
cially interested persons are not important.

Directory of Member, Federal, and Insured Institutions

Added during October-November

L—INSTITUTIONS ADMITTED TO MEMBER-
SHIP IN THE FEDERAL HOME LOAN BANK
SYSTEM BETWEEN OCTOBER 19, 1936, AND
NOVEMBER 14, 1936*

(Listed by Federal Home L'(t>.an)Bank Districts, States, and
ciiies

DISTRICT NO. 2
New York:
Buffalo: .
Black Rock-Riverside Savings & Loan Association,
52 Amberst Street.

DISTRICT NO. 3
PENNSYLVANIA

East Pittsburgh:
Electric Building & Loan Association, 663 Braddock
Avenue.
Philadelphia:
First American-Hungarian Building & Loan Asso-
ciation, 339 West Girard Avenue.
WEST VIRGINIA:
Charleston:
West Virginia Building & Loan Association, 22614,
Capitol Street.

DISTRICT NO. 4
MARYLAND :
Baltimore:
State Mutual Building Association of Baltimore
City, 809 Howard Street.

DISTRICT NO. 6
INDIANA:
Butler:
Peoples Savings & Loan Association of DeKalb
County, Ind.
Princeton :
Peoples Building, Loan & Savings Association of
Princeton, Ind.
Shelbyville:
Mutual Loan & Savings Company.
South Bend:
Jan III Sobieski Building & Loan Association.

1 During this period 2 Federal savings and loan asso-
ciations were admitted to membership in the System.
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DISTRICT NO. 7
ILLINOIS:
Alton:
Home Building & Loan Association of Alton, 12
West Third Street.
Chicago: .
Economy Building & Loan Association, 2400 South
Homan Avenue.
Sacramento Avenue Building & Loan Association,
2103 West Twenty-fifth Street.
WISCONSIN @
Shawano:
Shawano County Building & Loan Association.

DISTRICT NO. 8
Jowa:
Des Moines:
Insurance Plan Savings & Loan Association, 522
Marks Building.
KANSAS : DISTRICT NO. 10
Manhattan:
Manhattan Building, Loan & Savings Association.
NEBRASKA :
Beatrice:
State Savings & Loan Association.
Hawarr: DISTRICT NO. 12
Hilo: . .
Hawaii Building & Loan Association, Limited, 125
Kamebameha Avenue.

WitaprRAwALS FroMm THE Feperarn HoME LoaN
BANK SysTEM BETWEEN OctoBER 19, 1936, AND
NoveMBER 14, 1936

LOUISIANA:
Baton Rouge:
Jefferson Homestead Association, 545 Lafayette
Street (consolidated with Baton Rouge Building
& Loan Association).
MARYLAND:
Baltimore:
Belvedere Building & Loan Association, 2327 Hart-
ford Avenue.
NEw_York:
Buffalo:
Riverside Co-operative Savings & Loan Association,
1911 Niagara Street (consolidated with Black
Rock Savings & Loan Association, now operating
as t?la;:k Rock-Riverside Savings & Loan Asso-
ciation).
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New York—Continued.
St. George:
St. George Building, Savings & Loan Association,
26 Bay Street (consolidated with Tompkinsville
Federal Savings & Loan Association, Tompkins-
ville, New York).
Norra CAROLINA:
Wilmington:
Progressive Building & Loan Association, 222 Prin-
cess Street.
PENNSYLVANIA®
bler:
Community Building Association of Ambler, Cor-
ner Main Street & Butler Avenue.

II—FEDERAL SAVINGS AND LOAN ASSOCIA-
TIONS CHARTERED BETWEEN OCTOBER 19,
1936, AND NOVEMBER 14, 1936

DISTRICT NO. 2
New York:
Tompkinsville:
Tompkinsville Federal Savings & Loan Association,
Bay Street (converted from Tompkinsville
Cooperative Savings & Loan Association).

DISTRICT NO. 4
MARYLAND :
Baltimore:

Fraternity Federal Savings & Loan Association, 726
‘Washington Boulevard (converted from Frater-
nity Building & Loan Association, Incorporated).

Glen Burnie:

United Federal Savings & Loan Association of Glen
Burnie (converted from United Building & Loan
Association of Glen Burnie, Incorporated).

VIRGINIA ¢
Altavista:
Piedmont Federal Savings & Loan Association.

DISTRICT NO. 5
KENTUCKY :
Covington: .
Kentucky Federal Savings & Loan Association, 1209
Scott Street (converted from Kentucky Perpetual
Building & Loan Association of Covington, Xy.).

HIO @
Leesburg:
Leesburg Federal Savings & Loan Association (con-
verted from Leesburg Building & Loan Associa-
tion Company).

DISTRICT NO. 6

O

INDIANA:
South Bend:
Sobieski Federal Savings & Loan Association of
South Bend (converted from Jan III Sobieski
Building & Loan Association).

DISTRICT NO. 7
ILLINOIS
Gibson City:

Gibson Federal Savings & Loan Association, 127
Sangamon Avenue (converted from Gibson Sav-
ings & Loan Association).

Mattoon: L

Mattoon Federal Savings & Loan Association, 1519
Broadway (converted from Mattoon Building &
Loan Association).

DISTRICT NO. 8
SouTH DAROTA:

Mitchell:
First Federal Savings & Loan Association of
Mitchell.
DISTRICT NO. 10
KANSAS:
Hutchinson:

Salt City Federal Savings & Loan Association,
17 East Second Street (converted from Salt City
Building, Loan & Savings Assocu}tion).

DISTRICT NO. 11
ALASKA:
Juneau: .
Alaska Federal Savings & Loan Association.

DISTRICT NO. 12
CALI{ORNXA: .

s Angeles:

© Sou%hland Federal Savings & Loan Association, 670
North Robertson Boulevard (converted from
Southlarl)ld Building-Loan Association).

Newport Beach:
§ewport-Balb0a Federal Savings & Loan Associa-

tion, Box 277
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III.—INSTITUTIONS INSURED BY THE FED-
ERAL SAVINGS AND LOAN INSURANCE COR-
PORATION BETWEEN OCTOBER 19, 1936,
AND NOVEMBER 14, 1936*

DISTRICT NO. 2

Buffalo: 3
Black Rock-Riverside Savings & Loan Association,
52 Ambherst Street.
Westerleigh:
Westerleigh Building, Loan & Savings Associa-
tion, 832 Jewett Street.
PENNSYLVANIA: DISTRICT NO. 3
Philadelphia:
Eighth Street Business Men’s Building & Loan As-
sociation, 322 North Eighth Street.
Keystone State Building & Loan Association of
Germantown, 5026 Wayne Avenue.
SouTH CAROLINA: DISTRICT NO. 4
Hartsville:
Mutual Savings & Loan Association.
KENTUCKY : DISTRICT NO. 5
Fulton: )
Fulton Building & Loan Association, 214 Main
Street.
On10:
Cleveland: .
Lithuanian Savings & Loan Association, 6712
Superior Avenue.
Crestline:
Crestline Building & Loan Association.
Lorain:
Citizens’ Home & Savings Association Company of
Lorain, Ohio, 559 Broadway.
Sandusky: |
The Savings Building & Loan Company, 117 West
Washington Row.
South Euclid:
South Euclid Savings & Loan Company, 4461 May-
field Road.
Youngstown:
Home Savings & Loan Company of Youngstown,
Ohio, 275 West Federal Street.
INDIANA: DISTRICT NO. 6
Newcastle:
Citizens Building & Loan Association, 116 South
Main Street.
Richmond:
‘West End Building & Loan Association, 409 East
Main Street.
South Bend:
B Indusirial Savings & Loan Association of South
... Bend, 207 South Main Street.
Whiting:
Liberty Savings & Loan Association of Whiting,
1916 Indianapolis Boulevard.

Iowa: DISTRICT NO. 8
Ames: .
Ames Building & Loan Association, 300 Main
Street.
Carroll:

Uniied Savings & Loan Association.
Des Moines:
Home Savings & Loan Association, 904 Grand
Avenue.
Insurance Plan Savings & Loan Association, 522
Marks Building.
MISSOURI:
St. Louis:
Surety Home Building & Loan Association, 2011
South Broadway.
SouTH DAKOTA:
Yankton:
Yankton Building & Loan Association, 214 West
Third Street.
KANSAS:

DISTRICT NO. 10
Osawatomie:

Consolidated Building & Loan Association, 557
Main Street.
CALIFORNIA:

DISTRICT NO. 12
San Jose:

Guaranty Building & Loan Association, 69 South
First Street.
HawaArr:
Honolulu:
International Building & Loan Association, Lim-
ited, 1030 Smith Street.

. ! During this period 11 Federal savings and loan associa-
tions were insured.
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