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Letter of Transmittal

FeperaL Home Loan Bank Boarp,
Washingtor, D. C., October 1, 1939.

The SPEAKER OF THE HouskE oF REPRESENTATIVES.

Sir: Pursuant to section 20 of the Federal Home Loan Bank Act,
we have the honor to submit herewith the Seventh Annual Report
of the Federal Home Loan Bank Board for the period July 1, 1938,
through June 30, 1939, covering the operations of the Federal Home
Loan Banks, the Federal Savings and Loan Associations, the Federal
Savings and Loan Insurance Corporation, and the Home Owners’
Loan Corporation.

Section I of the report presents a broad summary of the activities
of the Federal Home Loan Bank Board and the agencies under the
Board. Section IT deals with significant developments in the field
of residential construction and home finance during the reporting
period. The subsequent sections contain reports on the operations
of each of the agencies under the Board for the fiscal year 1939.

Mention should be made of three major events affecting the opera-
tions of the Board and its agencies after the close of the fiscal year.

On July 1, 1839, Reorganization Plan No. I became effective, group-
ing the Federal Home Loan Bank Board, the Home Owners’ Loan
Corporation, and the Federal Savings and Loan Insurance Corpora-
tion with certain other Government agencies under the newly created
“Federal Loan Agency.”

By an amendment to the Home Owners’ Loan Act approved on
August 11, 1939, the Home Owners’ Loan Corporation was authorized
to extend the amortization period of its mortgage loans from fifteen
vears to a maximum of twenty-five years, if, in the judgment of the
Corporation, the circumstances of the home owner and the condition
of the security justify such extension or revision.

In addition, the Home Owners’ Loan Corporation has made pro-
vision to accept until further notice interest at the rate of 4%9, per

m
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v LETTER OF TRANSMITTAL

annum on all payments due on and after October 16, 1939, on the
indebtedness of home owners to the Corporation arising from any
loan, advance, or sale of property. A further step has thus been
taken designed to aid home owners in their rehabilitation.

Respectfully,
Jorn H. Famzuy, Chairman,
T. D. WeBs, Vice Chairman,
Frep W. CarLETT,
Winriam H. HusBaND,
Frank W. HaNcook, Jr.,
Members.
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I

The Federal Home Loan Bank Board and
Its Agencies

HE Federal Home Loan Bank Board, created by Congress in

1932 to administer the Federal Home Loan Bank System, has
been charged with a number of additional functions in subsequent
years. In 1933, when the Home Owners’ Loan Act was passed, the
Federal Home Loan Bank Board was designated to serve as Board of
Directors of the Home Owners’ Loan Corporation. By the same Act,
the Board was authorized to charter, organize, and supervise Federal
savings and loan associations. In 1934, the Federal Home Loan Bank
Board was directed to act as the Board of Trustees of the Federal
Savings and Loan Insurance Corporation, created to insure the ac-
counts of investors in thrift and home financing institutions.

SIGNIFICANCE OF HOME OWNERSHIP AND HOME FINANCE

Despite these several functions, the Federal Home Loan Bank Board
is primarily concerned with one field of the country’s economic and
social life: the field of home ownership and the related activities of
home finance and thrift. The importance of this field in our na-
tional economy springs from deep sources. Americans have always
cherished the goal of home ownership, and the rise of large industrial
and commercial eenters has brought but little change in this respect.
Home ownership in this country is not confined to a small wealthy
class, but is widespread among all classes of the population.,

The vast majority of our nonfarm families live in one- and two-
family houses. In 1930, approximately 70 percent of all existing
occupied dwelling units in nonfarm areas were single-family houses.
Another 15 percent of the existing dwelling units were in two-family

. houses, and only the remaining 15 percent in multifamily and apart-
ment houses. Likewise, about eighty out of each hundred dwelling
units built since 1930 were in one- and two-family houses.

The aggregate value of small houses in the United States represents
the largest single item of our national wealth. Naturally, the credit
structure built around these properties constitutes a great portion of
our total private long-term debt. With an estimated amount of

1

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



2 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

$17,721,000,000 in 1938, the mortgage debt on one- to four-tamily
dwellings is the largest single block in the private long-term debt in
the United States.

The safeguarding of the wealth invested in our homes, and the
smooth functioning of credit which serves to finance the building and
purchase of homes have only recently become matters of national
concern. For a long time the rapid growth of the country in terri-
tory, population, and resources had tended to obscure existing defects
of our home-financing system. It was only during the depression
from 1929 to 1933 that serious weaknesses were exposed and recog-
nized as national problems. It is unnecessary to recite the experience
of these years in detail. The mounting number of home owners who
lost their properties or were threatened by foreclosure, the freezing up
of credit, the break-down of confidence, runs on home-financing in-
stitutions, the collapse of the real estate market—all this is still fresh
in our minds. While the distress of the mass of home owners was
due in part to the particular severity of the depression, Congress
realized that much of it could have been prevented if better safe-
guards had been placed around home ownership and thrift, which
affect so large a portion of our population. The Federal Home Loan
Bank Board and its agencies were brought into existence to provide
such added protection.

ORIGIN OF AGENCIES UNDER THE BOARD

The Federal Home Loan Bank System was created in 1932 to serve
as a permanent credit reservoir for thrift and home financing institu-
tions. It assists both borrowers and investors in such institutions
through the supply of money to maintain liquidity or to provide for
mortgage lending when local funds are insufficient. With the estab-
lishment of the Federal Home Loan Bank System, a basic weakness
of the American home-financing structure—the lack of any credit
reserve facilities—has been eliminated.

However, before the Federal Home Loan Bank System began its
actual operation, the financial disaster had assumed such proportions
that emergency action was needed. In June 1933, Congress estab-
lished the Home Owners’ Loan Corporation to help distressed home
owners directly by refinancing mortgages on owner-occupied one- to
four-family homes. This was strictly a temporary expedient and in
June 1936, the Home Owners’ Loan Corporation closed its refinancing
operations.

To strengthen the home-financing structure, the Home Owners’
Loan Act provided for the creation of a national system of thrift and
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THE BANK BOARD AND ITS AGENCIES 3

home financing institutions, the Federal savings and loan associations.
These institutions, including newly established associations in areas
theretofore and then inadequately served, and existing associations
which applied and were approved for conversion from State to Federal
charter, operate under a uniform national charter which seeks to
combine the best policies and practices developed by the savings and
loan industry as a whole. Today, Federal savings and loan associa-
tions represent one of the most progressive and serviceable units of the
home-financing system.

Finally, successful operation of insurance for bank deposits by a
Federal agency, introduced in 1933, led to the extension of a similar
service to home-financing institutions in the following year. To
restore and maintain public confidence in savings and loan associa-
tions, Congress created the Federal Sawvings and Loan Insurance
Corporation which protects the savings held in such institutions to a
maximum of $5,000 for each investor. Insurance of accounts reduces
the danger of mass withdrawals of funds in general or local panics and
thus fortifies the home-financing system against unusual hazards.
This protection represents another permanent safeguard placed
around home ownership and thrift.

SUMMARY OF OPERATIONS

The operations of the various agencies under the Federal Home Loan
Bank Board during the fiscal year 1939 are set forth in subsequent
chapters of this report. However, in order that their achievements,
measured against the predepression defects of our thrift and home-
financing system, may be more fully understood, a summary of activi-
ties from the inception of the agencies to date is given at this point.

1. Federal Home Loan Bank System

In the seven years of its existence, the Federal Home Loan Bank
System has become an integral part of the American financial struc-
ture. To the credit reserve systems for commercial banks and for
farm finance provided by the Federal Reserve System and the Federal
Land Banks, the Federal Home Loan Bank System has added a
national credit reservoir for another important sector of our credit
mechanism: home mortgage finance.

On June 30, 1939, the Federal Home Loan Bank System served
3,946 home-financing institutions, with aggregate resources of approx-
imately $4,600,000,000, located in all the 48 States and in the District
of Columbia, Alaska, and Hawaii. At the same date, member
institutions were operating in 1,963 cities and towns which contain

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



4 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

about 85 percent of the urban population of the United States. As
most of the members, although strictly local institutions, are em-
powered to make loans within & reasonably wide radius of their home
office, it is evident that by and large, thrift and home financing insti-
tutions in the entire nonfarm area of the country are provided with the
services of the Federal Home Loan Bank System. These services now
extend into every sizable community in the United States.

Member institutions of the Federal Home Loan Bank System serve
an estimated number of 6,500,000 individuals, either savers or bor-
rowers or both. Since most of these individuals are heads of families,
it may be roughly estimated that six million out of the some twenty-
three million nonfarm families in the United States receive the benefits
of the facilities offered by the Federal Home Loan Bank System.

On June 30, 1939, the membership of the Federal Home Loan Bank
System comprised 3,897 savings and loan associations, building and
loan associations, homestead associations, and cooperative banks;
9 savings banks; and 40 insurance companies.

Within the field of savings and loan association—the only type of
specialized home-financing institution in the country—the Federal
Home Loan Bank System today comprises the bulk of the total
industry. The assets of the member savings and loan associations
represent over 66 percent of the total assets of all savings and loan
associations operating in the country, and their mortgage loans
outstanding are equal to 72 percent of all mortgage loans held by this
type of financial institution. With such a degree of representation,
the Federal Home Loan Bank System, in the field of home finance,
has attained a place similar to that occupied by the Federal Reserve
System in the field of commercial banking where member banks hold
approximately 70 percent of the total deposits in commercial banks.
In terms of number of member institutions, the Federal Reserve
System comprises 41 percent of all banks; the Federal Home Loan
Bank System, 47 percent of all savings and loan associations and
similar thrift and home-financing institutions.

The chief function of the Federal Home Loan Banks is to supply,
primarily on first mortgage collateral, funds required by member
institutions in order that they may meet the home-financing needs in
their communities and withdrawal demands of savers and investors.
From October 15, 1932, when the twelve Federal Home Loan Banks
first opened for business, to June 30, 1939, advances to home-financing
Institutions totaled $523,023,390, of which $354,061,827 has been
repaid. This indicates the extent to which the Federal Home Loan
Bank System has been called upon to serve as a national credit
reservoir. Through the Federal Home Loan Bank System, thrift
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THE BANK BOARD AND ITS AGENCIES 5

and home mortgage finance have been better protected against local
and nation-wide economic fluctuations, home ownership has been
placed on a more secure basis, and the construction of new homes
and the improvement of housing conditions have been encouraged.

The establishment of a credit reserve system has brought to home-
financing institutions not only a larger volume of potential credit, but
cheaper money and a type of credit adapted to their special needs.
The Federal Home Loan Banks obtain their funds from their capital
stock, the proceeds from the sale of their securities to the public,
and deposits received from their member institutions. From these
sources the Federal Home Loan Banks are able to advance funds to
member institutions on long terms up to ten years—in line with the
essentially long-term character of the mortgage loans made by these
institutions. The interest rates charged on advances have been
substantially reduced since the organization of the Banks. In 1932,
at the inception of the Federal Home Loan Bank System, when money
was still scarce and dear, interest rates on Federal Home Loan Bank
advances were from 4 to 5 percent; on June 30, 1939, they ranged from
1% to 3% percent.

Cuarr 1

ASSETS OF THE TWELVE FEDERAL HOME LOAN BANKS

JUNE 30,1933

JUNE 30,939 |-

Figures are Milions of Dollars

The resources of the twelve Federal Home Loan Banks have con-
tinuously grown until at June 30, 1939, they aggregated $296,629,853.
On that date, the capital stock, surplus, and undivided profits stood
at $173,128,616.

The capital stock of the twelve Federal Home Loan Banks is made
up by subscriptions of member institutions and of the United States
Treasury on behalf of the Federal Government. To assist in the
organization of the Federal Home Loan Bank System, Congress
authorized the Secretary of the Treasury to invest up to $125,000,000
in the capital stock of the Federal Home Loan Banks. With the
growth in number and assets of member institutions, however, the
proportion of Federal Home Loan Bank stock held by the United
States Treasury to the total stock of the Banks has decreased. On
June 30, 1933, this proportion was 82.7 percent, and on June 30,
1939, 75.9 percent. Conversely, the proportion of stock held by mem-
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6 REPORT OF FEDERAL, HOME LOAN BANK BOARD, 1939

ber institutions during that period has increased from 17.3 to 24.1
percent. From the beginning of operations through June 30, 1939,
the twelve Federal Home Loan Banks have declared dividends aggre-
gating $12,498,632, of which $9,849,146 was paid to the United States
Treasury and $2,649,486 to member institutions.

Cuarr 11
CAPITAL STOCK OF THE TWELVE FEDERAL HOME LOAN BANKS

JuNE 30,833 |50 ] 430> I

JUNE 30,1939 |+

1247 ) " ]

Figures are Milhons of Dollors

E.] PAID IN BY MEMBER INSTITUTIONS Ej PAID IN BY THE US TREASURY

Through the issuance of bonds and debentures, the Federal Home
Loan Bank System has access to the money market of the country.
For the first time in the history of American home-mortgage finance,
local home-financing institutions have thus been afforded an avenue
to the vast general money resources of the Nation. From April 1,
1937, when the first issue of consolidated Federal Home Loan Bank
debentures was offered, to June 30, 1939, such debentures wers issued
in the amount of $142,700,000, of which $52,700,000 had been repaid;
on July 1, 1939, an additional amount of $41,500,000 was retired at
maturity. The successful issuance of these debentures marked the
passing of an important milestone in the history of the Federal Home
Loan Bank System. -

In addition to security issues which permit the tapping of the
general credit resources of the country, member deposits furnish a
means of transferring funds from localities where money is ample to
localities where money is scarce. On the whole, therefore, some
elasticity of credit is provided which makes home mortgage lending
less dependent on the irregular accumulation of savings in the
various individual areas and communities.

Evidence of the importance of the Federal Home Loan Bank System
in the field of home-mortgage finance is found in the lending activity
of its member institutions. In the fiscal year 1939, member savings
and loan associations of the Federal Home Loan Bank System made
mortgage loans in the amount of $687,000,000, which represents 79
percent of the total amount of mortgage loans made by 2ll savings and
loan associations, both member and nonmember. Of the total amount
of home-mortgage loans made by all institutional lenders in the last
few years, member institutions of the Bank System accounted for
approximately two-fifths.
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THE BANK BOARD AND ITS AGENCIES 7

2. Federal Savings and Loan Associations

Federal savings and loan associations have been operating for six
years. The record of these operations evidences that the objectives
of the Act authorizing the creation of Federal savings and loan
associations have been attained in a large measure.

Federal savings and loan associations have supplied substantial
funds for the financing of homes. From June 13, 1933, to June 30,
1939, these institutions have

made mortgage loans in the Caarr 11
amount of $1,137,000,000, of PERCENT INCREASE OF PRIVATE

) REPURCHASABLE CAPITAL IN COMPARABLE
which $445,000,000 was for new FEDERAL SAVINGS & LOAN ASSOCIATIONS

construction and reconditioning. 5 FISCAL YEARS 1936-1939

Federal savings and loan-asso-
ciations have also encouraged
regular and systematic savings
which constitute the priinary
source of home-mortgage fi-
nance. On June 30, 1939, about
1,300,000 individual investors
held close to a billion dollars in
shares of Federal savings and
loan associations. At the same
date, share investments of the
United States Treasury and the ‘ 2
Home Owners’ Loan Corpora- 1936 1937 1938 1939
tion, designed to stimulate the - D T EOERAL HOME LoAN BANK BOARD
flow of private money into this

" improved type of home-financing institution, totaled $217,025,500,
equivalent to approximately one-fifth of private investments in
Federal savings and loan associations.

The rate at which private investments in Federal savings and loan
associations have increased is illustrated by the above chart.

At the end of the fiscal year 1939, there were 1,386 Federal savings
and loan associations operating in 46 States, in the Territories of
Hawaii and Alaska, and in the District of Columbia. They serve
wholly or in part 2,867 counties, or 93 percent of the total number of
counties in the United States, and through their establishment, thrift-
and mortgage-lending facilities have been made available to many
communities which prior to 1933 had not had the benefit of local home-
financing institutions.

PERCENT
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8 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

The demand for the organization of new Federal savings and loan
associations and for conversion from State to Federal charter has been
indicative of the need for home-financing institutions in communities
not previously served by such institutions, and for the development
of auniformnational system of savings and loan associations thropghout
the country. From the beginning of operations to June 30, 1939, the
Federal Home Loan Bank Board has received 769 applications for the
creation of new Federal savings and loan associations, of which 636
were approved, 131 rejected, withdrawn, and canceled, and 2 are
pending. During the same period, applications for conversion from
State to Federal charter numbered 1,197, of which 750 were approved,
and 349 rejected, withdrawn, and canceled ; 98 applications were pend-

ing on June 30, 1939.
CHaRT IV

NUMBER OF APPLICATIONS RECEIVED AND CHARTERS ISSUED (NET) THROUGH JUNE 30,1939
NEW AND CONVERTED FEDERAL SAVINGS AND LOAN ASSOCIATIONS

1,000 1500 2,000

A R T S
APPLICATIONS RECEIVED a7 ) l
CHARTERS ISSUBD 780 ]

[ 1 CONVERTED Associations

Before the issuance of charters to newly organized associdtions, the
Federal Home Loan Bank Board examines the necessity for a new
home-financing institution in the community and investigates whether
its establishment would unduly injure properly conducted existing
local thrift- and home-financing institutions. It also considers the
character and responsibility of applicants and the probability of use-
fulness and success of the proposed association. Hearings are con-
ducted which provide an opportunity for full discussion of the applica-~
tion. In approving applications for conversion from State to Federal
charter, the Board’s decision is determined by a thorough analysis of
the financial condition and the operation and management of the
association,

The effects of the establishment of Federal savings and loan associa-
tions have reached far beyond these institutions themselves. The
savings and loan industry as a whole has benefited greatly through the
organization of a national system of such institutions managed under
high standards of operation. The improved and simplified savings.
and loan plans under which Federal savings and loan associations
operate have set an example which is gradually being adopted through
amendments to the statutes of many States and in the operations of
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THE BANK BOARD AND ITS AGENCIES 9

State-chartered institutions; likewise, the Federal requirements with
respect to management have paved the way for a general rise in stand-
ards of management throughout the savings and loan industry.

With the establishment of Federal savings and loan associations, the
set~up of the home-financing system of the country has followed the
development of the banking structure. As there are State-chartered
banks operating under State statutes and supervised by State author-
ities, and national banks chartered under the National Bank Act of
1863 and supervised by the Office of the Comptroller of the Currency,
s0 there are State-chartered savings and loan associations operating
under State law and supervised by State authorities, as well as Federal
savings and loan associations operating under Federal charter and su-
pervised by the Federal Home Loan Bank Board. Just as national
banks are required to be members of the Federal Reserve Systen: and
to obtain insurance of deposits, so must Federal savings and loan
associations be members of the Federal Home Loan Bank System and
obtain insurance of accounts. In fact, membership in the Federal
Home Loan Bank System and insurance of accounts have been im-
portant factors in the success of Federal savings and loan associations.

3. Federal Savings and Loan Insurance Corporation

The Federal Savings and Loan Insurance Corporation closed its fifth
year of operations in June 1939. At the end of this five-year period,
the Corporation had extended insurance of accounts to 2,170 thrift-
and home-financing institutions, comprising all savings and loan as-
soclations operating under Federal charter and 787 State-chartered
savings and loan associations which have applied and been approved
for insurance. On June 30, 1939, the aggregate assets of these institu-
tions were approximately $2,339,411,000, individual investors pro-
tected by insurance of accounts numbered 2,236,043, and their insured
accounts totaled $1,657,859,000. It is estimated that 3,500,000 fami-
lies in the United States are served by insured savings and loan associa-
tions, either through the lending or savings facilities offered by these
institutions.

By protecting investments in insured savings and loan associations
to a maximum of $5,000 for each investor, the Federal Savings and
Loan Insurance Corporation safeguards the typically small investor
in home-financing institutions against loss of his savings. As 98 per-
cent of all accounts in insured associations are not in excess of $5,000,
the coverage is virtually complete.

Assured that the safety of his investment is guaranteed by an instru-
mentality of the United States, the insured investor no longer has to

183130—39——2
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10 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

fear a recurrence of the critical period of the early Thirties when
many people lost their savings through the failure of banks and savings
and loan associations. Insurance of accounts has thus strengthened
public faith in the basic security of thrift- and home-financing institu-
tions, has materially- helped to encourage the inflow of money for
investment, and has contributed to the restoration of the home-
financing system of the country.

In addition, a continuing guaranty of safety for savings invested in
insured institutions has become a stabilizing factor in the develop-
ment of the savings and loan industry and home-mortgage finance.
Individuals saving money on a long-term basis place safety ahead of
return, and insured associations have, therefore, been able 1o attract
private capital in volume at lower rates of return than formerly were
possible. This in turn has enabled insured institutions to reduce
interest rates on home mortgages, to expand their lending activity,
and to meet the present keen competition for sound mortgage loans.

The beneficial effects of Federal insurance of accounts are evidenced
by the progress of insured savings and loan associations.

CrART V

ASSETS OF AN IDENTICAL GROUP OF (882 INSURED SAVINGS AND LOAN ASSCCIATIONS
AS OF JUNE 30,1938 and JUNE 30,1939
MILLIONS OF DOLLARS
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June 30,1938~ $ 1,869,090,300

June 30,1939 ~ $ 2,067, 530,600

The Federal Savings and Loan Insurance Corporation has also
assisted in the rehabilitation of savings and loan associations—a
process that became necessary as an aftermath of the depression.
Through June 30, 1939, the Corporation has been instrumental in
effecting reorganization, with subsequent insurance of accounts, of
284 savings and loan associations, with aggregate assets of approxi-
mately $213,000,000 immediately after reorganization, and with
$270,000,000 in assets on June 30, 1939.

The strength of the protection provided by the ¥ederal Savings and
Loan Insurance Corporation lies in a combination of several factors
which, in the main, are: wide geographical distribution of risk;
reliance of the public upon the resources and integrity of an instru-
mentality of the United States; strong capital structure and conserva-
tive operating policy of the Corporation itself; and the assurance of
sound operating practices of insured institutions by virtue of proper
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THE BANK BOARD AND ITS AGENCIES 11

supervision. Among these factors, the diversification of risk over
almost all sections of the country may be singled out as of particular
importance in view of previous failures and present endeavors to
provide insurance protection on a local basis.

The number of settlements which the Corporation has had to make
during its five years of operation is comparatively small. Through
June 30, 1939, the Corporation has settled seven cases and paid losses
of $386,000, or about 5.9 percent of total premiums received (taking
into consideration recoveries by the Corporation already realized).
In all these cases, the settlements were cash contributions to restore
the impaired capital of insured institutions. No individual investor
protected by the Corporation has lost any portion of his investment
in an insured institution.

Cuarr VI

RESOURCES OF THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION
AS OF JUNE 30,1935 and JUNE 30,1939

MILLIONS OF DOLLARS
40 €0

June 30,1935 ~ $ 101,874,480 [y

June 30,1939~ $ 119,400,262 [

The resources of the Federal Savings and Loan Insurance Corpora-
tion have steadily grown until on June 30, 1939, they totaled
$119,400,262. To the capital stock of $100,000,000—subscribed for
by the Home Owners’ Loan Corporation--$18,283,344 was added in
reserves and surplus within five years, thereby strengthening the
Insurance Corporation’s resources on which its value to the insured
institutions and to the investing public ultimately depends. During
the whole period, the interest earned on the reserve fund was sufficient
to pay administrative expenses which were only 3.9 percent of
total income.

4. Home Owners’ Loan Corporation

The Home Owners’ Loan Corporation in the period from July 12,
1933, to June 12, 1936, completed the immense task of refinancing
the mortgage loans of 1,017,827 small-home owners who were in
default and threatened with the loss of their properties. This
refinancing operation of the Federal Government has protected
directly about one-tenth of all owner-occupants of nonfarm homes in
the United States against immediate dispossession. The low-cost
mortgage loans of the Home Owners’ Loan Corporation, repayable in
small monthly instaliments over a fifteen-year period, have afforded
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12 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

substantial relief to distressed borrowers and have helped a large
number of families to rehabilitate themselves—families which, as a
result of the economic collapse in the early Thirties, were in imminent
danger of losing their homes only a few years ago.

Some borrowers of the Corporation have been unable or unwilling to
carry even these low-cost loans made available to them. Up to
June 30, 1939, the Corporation was obliged to authorize foreclosures
on 171,036 original loans (withdrawals deducted), equivalent to only
16.8 percent of the total number of original loans made. A number of
borrowers, on the other hand, were in a position to repay their loans
in full prior to the expiration of their loan contracts; as of June 30,
1939, there were 53,676 borrowers, or almost 5.3 percent of the total
number of original borrowers, who bhad thus liquidated their entire
indebtedness to the Corporation. Of the some 800,000 original
borrowers remaining on the books of the Corporation on June 30, 1939,
more than four-fifths were in satisfactory status and have given all
indications of being on the road to complete rehabilitation.

The results reflected in these figures have been accomplished, in a
large measure, by the careful attention and cooperative assistance
which is given to those borrowers who find it difficult to meet their
obligations, and by the utmost leniency shown in all deserving cases
where the borrower has any prospect of ‘“coming through’ in the
future. Through formal and informal adjustments for the payment
of arrearages, and through advances for reconditioning, taxes, and
insurance, efforts have been made to aid such borrowers in their
rehabilitation.

Since the closing of its refinancing operations in June 1936, the
Home Owners’ Loan Corporation has entered the phase of gradual
liquidation. The chart on page 13, which shows the disposition of
the original loans at June 30, 1939, illustrates the changes that
have occurred through the liquidation program.

Of the original refinancing loans made by the Corporation, 77.90
percent were still in active status on the books of the Corporation;
5.70 percent had been removed from the Corporation’s records by
payment in full, cash sales of properties, and charge-off; 1.55 percent
of the total number of original loans were in foreclosure pending
judgment or sale; 9.75 percent were on the books as properties owned;
and 5.1 percent had returned to the records as accounts of vendees;
that is, of purchasers of HOLC properties sold on extended terms of
payment.

Through repayments on principal by original borrowers and
vendees and through cash proceeds from property sales, the Corpora-
tion has liquidated approximately one-fifth of its gross investment in
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THE BANK BOARD AND ITS AGENCIES 13

loans and properties, as of June 30, 1939. As was to be expected, the
liquidation of mortgage loans made primarily to defaulted borrowers
has been attended by losses. After provision of $147,223,168 for past
and future losses, the deficit as of June 30, 1939, stood at $59,562,029.

In the process of liquidation, the Corporation’s activities have
changed in nature, but its total work load has remained substantial.
The reduction in the number of original borrower accounts, for

Caarr VII
DISPOSITION OF ORIGINAL REFINANGCING LOANS MADE BY
THE HOME OWNERS' LOAN CORPORATION ON JUNE 30,1939
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instance, has been offset in large part by an increase in vendee accounts
originating from property sales; and the management, renting, recon-
ditioning, and sale of the properties which the Corporation has been
acquiring has increased rather than diminished in importance and
volume. From the beginning of operations through June 30, 1939, the
Corporation has acquired 141,752 and has sold 55,303 properties,
leaving 87,618 owned on June 30, 1939. In addition, there were 11,736
properties in process of acquisition on that date. The book value of
properties owned and in process of acquisition was $549,441,184,
On June 30, 1939, there were 76,911 dwelling units rented in properties
owned by the Corporation, At the same date, the Corporation’s total
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14 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

cumulative expenditure for reconditioning, necessary for the pro-
tection of the Government’s interests, reached approximately
$140,000,000.

Since the beginning of liquidation, the Home Owners’ Loan Cor-
poration has effected drastic reductions in administrative costs as
illustrated by the chart below. Total personnel dropped from a peak
number of 20,811 in November 1934 to 11,007 on July 1, 1939. These
economies were made possible by the elimination and consolidation of
field offices, attendant upon the cessation of refinancing operations,
and through improvements in organization and efficiency.

Crart VIII
ADMINISTRATIVE EXPENSES OF THE HOME OWNERS' LOAN CORPORATION

Fiscal Year 1936 - $ 35,881,600 |-+

]

During the fiscal year 1939, operating expenses® of the Home
Owners’ Loan Corporation were approximately 1.94 percent of the
average dollar load in loans and properties in the period. In consider-
ing this figure, account must be taken of the fact that the average loan
made by the Corporation was only slightly in excess of $3,000. The
servicing of such small loans made to defaulted home owners, and the
management of small properties spread over the whole country, pre-
sents an administrative task of the first order. In view of these facts,
it is evident that operating expenses of less than 2 percent of the total
dollar load in loans and properties represents the lowest level consistent
with the maintenance of an organization adequate for carrying out
the purpose of the Home Owners’ Loan Act.

Fiscal Year 1933 -$25,025000 ¥ ¢

GENERAL EFFECTS

The combined achievements of the agencies under the Federal Home
Loan Bank Board have reached into the entire field of thrift- and
home-mortgage lending, and as the financial system of a country is
no stronger than its weakest link, they have fortified our financial
structure as a whole. The work of these agencies has been instru-
mental in bringing about far-reaching reforms in home finance—re-
forms providing one of the bases for the recovery of home-construction
and home-mortgage lending which has taken place in the last few
years (and which will be surveyed in Section II of this report).

1 Including administrative, general, and property expenses; excluding the cost of money and capital
losses.
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THE BANK BOARD AND ITS AGENCIES 15

The Home Owners’ Loan Corporation laid the ground work by arrest-
ing the avalanche of foreclosures, the deflation of property values, and
the freezing up of large numbers of financial institutions. A real-
estate market which was already suffering from half a million fore-
closures on urban properties in 1931 and 1932 never could have sur-
vived the million more foreclosures halted directly by the refinancing
operations of the HOLC. Without this refinancing, the stabilization
of the real-estate market upon which any sound revival of new con-
struction is predicated would have been delayed by years or indefinitely.
Moreover, the long-term amortization loan plan instituted by the
HOLC on a nation-wide scale has set an example which today is
accepted by most private mortgage-lending institutions as sound and
safe.

The existence of a central reserve system for thrift- and home-
financing institutions, and insurance of accounts in a large number
of these institutions, has stimulated confidence and helped to direct
the flow of money into home finance and new building. The revival
of home-mortgage lending is evidenced by the almost $3,500,000,000
of home-mortgage loans made by savings and loan associations in
the five-year period from 1934 to 1938, of which approximately
$1,000,000,000 was for new construction. The creation of a new
progressive type of savings and loan asseciation, chartered and super-
vised by a Federal instrumentality, has given added strength to the
home-financing industry as a whole. Through rules and regulations
laid down by the Federal Home Loan Bank Board, and through
supervision and guidance of home-financing institutions, mortgage-~
lending practices and savings plans have been improved, standards of
management raised, and costs of home ownership reduced.

The adoption of the direct-reduction loan plan by the institutions
under direct supervision of the Federal Home Loan Bank Board has
brought millions of savings to home owners. Liberal loan limits and
longer amortization periods permitted under Federal law have made
home ownership available to families of moderate means. At the
same time, the gradual transformation of large portions of the short-
term mortgage indebtedness into long-term amortized loans has
reduced unnecessary hazards to borrowers and lenders as well. By
all these legislative and administrative measures, thrift and home
ownership have been placed on a broader and more secure basis, and
a greater degree of uniformity has been, injected into a sector of our
financial system once characterized by a confusing variety of plans of
operations and by lack of national coordination.
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16 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

IMPORTANCE OF COORDINATION

By concentrating responsibility for the supervision of the Federal
Home Loan Bank System and the Federal savings and loan asso-
ciations, as well as the direction of the operations of the Federal
Savings and Loan Insurance Corporation and the Home Owners’
Loan Corporation in one governing unit, Congress combined major
elements of urban home mortgage finance in the Federal Home Loan
Bank Board. Through this provision there was assured a uniformity
of policy and direction which otherwise would not have been possible.
Coordination under one management has also permitted the utili-
zation of the experience gained in one agency under the Board for
the benefit of the others. As Federal activity in the field of home-
mortgage finance is of such recent origin, this coordination has greatly
facilitated the orderly development of sound standards and the
gradual training of a staff of public servants chosen to specialize in
this important field.

Finally, the concentration of management under one Board has
resulted in substantial economies. Not only are the administrative
expenses of the Board, with the exception of those of the Examining
Division, absorbed by the several agencies, but—as will be seen from
the Organization Chart facing page 1-—ten general service units are
at the disposal of all agencies under the Board, with the result that
overhead costs as a whole are considerably lower than if each agency
had to maintain such service divisions of its own. These divisions
include the Legal Department, the Examining Division, the Division
of Research and Statistics, the Review Committee, the Public Rela-
tions Department, the Personnel Department, the Personnel Com-
mittee, and the offices of the Secretary, the Financial Adviser, and the
Budget Officer.

To a large extent, a similar system of coordination is in effect in
the regional organization of the activities under the Board’s jurisdic-
tion. While the primary function of the Federal Home Loan Banks
is that of credit reserve institutions, the officers of the Banks act as
agents for the Board in the supervision of Federal savings and loan
associations and State-chartered insured savings and loan associations.
They also act in an advisory capacity with respect to operating prob-
lems of all member institutions in their Districts; handle applications
for membership in the Federal Home Loan Bank System, for insur-
ance of accounts, and for thesdssuance of Federal charters; and receive
and make recommendations on requests for investments by the Home
‘Owners’ Loan Corporation in member institutions. This procedure
reduces the volume of reports, examinations, and other work, not only
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for the agencies under the Board but also for the home-financing insti-~
tutions themselves. It has helped to keep costs at a minimum and to
render the Federal Home Loan Banks a source of invaluable informa-
tion on home-financing conditions in their Districts.

SUPERVISION AND EXAMINATION

Coordination is of particular value in the field of supervision. The
concentration of Federal supervision over home-financing institutions
in the Federal Home Loan Bank Board has permitted a great degree of
simplicity and uniformity.

As already indicated, the Examining Division of the Federal Home
Loan Bank Board serves all agencies under the Board. It conducts
periodic and special supervisory examinations of Federal savings and
loan associations, of State-chartered savings and loan associations
which are insured by the Federal Savings and Loan Insurance Cor-
poration, and of such noninsured member institutions of the Federal
Home Loan Bank System as are not subject to State supervision. It
also analyzes the financial condition of institutions which apply for
membership in the Federal Home Loan Bank System, for insurance of
accounts, for conversion from State to Federal charter, or for invest-
ments by the Home Owners’ Loan Corporation. This centralization
of examining functions results in many advantages. Federal savings
and loan associations are subjected to examination by only one agency.
In the case of State-chartered savings and loan associations insured
by the Federal Savings and Loan Insurance Corporation, agreements
have been reached with 33 States providing for joint examinations in
order that overlapping of Federal and State examination may be
reduced. If insured State-chartered savings and loan associations
apply for conversion to Federal charter or for investments by th“e
Home Owners’ Loan Corporation, the data collected by the Board’s
Examining Division may be used in the consideration of such request.
Uniform standards and procedures are being applied in all examina-
tions and analyses of reports.

Supervision is one of the most important functions of the Federal
Home Loan Bank Board. On June 30, 1939, there were 2,214 thrift-
and home-financing institutions with total assets of approximately
$2,400,000,000 under the direct supervision of the Board, including alk
Federal- and State-chartered insured savings and loan associations,
and member associations of the Federal Home Loan Bank System
that are not supervised by State authorities. In addition, the Board
is charged with the semi-annual examination of the twelve Federal
Home Loan Banks,
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18 REPORT OF FEDERAL HOMFE LOAN BANK BOARD, 1939

Thorough and efficient supervision is not only a matter of sound
business practice, but a means of safeguarding the savings of more
than four million individual investors in the institutions supervised
by the Board. It is also instrumental in protecting the large amount
of funds invested in these institutions and related Federal agencies by
the United States Treasury and the Home Owners’ Loan Corporation.
All together, investments of the United States Treasury and the Home
Owners’ Loan Corporation in the capital stock of the Federal Home
Loan Banks and the Federal Savings and Loan Insurance Corporation,
and in shares of member institutions of the Bank System are close to
$600,000,000. The responsibility for such supervision as may be
necessary to protect the Government interests rests upon the Federal
Home Loan Bank Board.

The following table contains a summary of the examinations and
analyses conducted by the Examining Division of the Federal Home
Loan Bank Board during the fiscal year 1939:

Number
Supervisory examinations_ .. ... __._ 399
Supervisory examinations and audits__._______________._________. ____ 1, 443
Miscellaneous examinations_ _ . .. ool 261
Examinations and analyses of applications for membership, insurance,
conversion, and HOLC investments. - ___________________.______..___ 753
‘Other serviees 1. o e 259
Total o e 3,115

1 Examinations on occasion of mergers; purchase, sale, transfer, or segregation of assets; services to
Federal Home Loan Banks and Federal Savings and Loan Insurance Corporation; and other services.

‘During the fiscal year 1939, examination costs to the institutions
supervised by the Federal Home Loan Bank Board were materially
reduced. A revised, simplified examination report form, which was
developed in conferences by the National Association of State Building
and Loan Supervisors, the United States Building and Loan League,
and representatives of the Federal Home Loan Bank Board, was
adopted in October 1938. Furthermore, the basic rate of per diem
charges was decreased by 10 percent, effective January 2, 1939, and
charges for assistant examiners were computed at lower per diem
rates, effective March 1, 1939,

OPERATION ON A SELF-SUPPORTING BASIS

Although the Federal Home Loan Bank Board and its agencies are
entirely self-supporting, they operate within budgets approved by
Congress. The Board derives its income from assessments upon the
twelve Federal Home Loan Banks, from charges made against the
Home Owners’ Loan Corporation and the Federal Savings and Loan
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Insurance Corporation for services rendered by the Board, and from
fees received for the examination of home-financing institutions. The
greater portion of the Board’s operating budget represents expenses
of the Examining Division, all of which are reimbursed by the institu-
tions examined.

The Federal Home Loan Banks obtain their income from interest
on advances and investments, and the Federal Savings and Loan
Insurance Corporation from insurance premiums and interest earned
on investments. The Home Owners’ Loan Corporation has also been
able to operate within the revenue which it collects, although it has
sustained some inevitable losses in the liquidation of its emergency
loans.

At the end of the fiscal year 1939, the personnel of the Federal Home
Loan Bank Board totaled 347. Exhibit 1 presents a summary of
personnel by departments, as of June 30, 1938, and June 30, 1939.
A statement of receipts and disbursements of the Federal Home Loan
Bank Board for each of the fiscal years 1938 and 1939 is given in
Exhibit 2.
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Survey of Housing and Mortgage Finance

HE fiscal year 1939 witnessed notable progress in the fields in
which the Federal Home Loan Bank Board operates.

Residential construction played a prominent part in the general
improvement of business which marked the period from July 1, 1938,
to June 30, 1939. The volume of new residential building increased
substantially over the preceding fiscal-year period and nearly reached
the level of 1929. Moreover, through concerted efforts of private
industry and public agencies, a beginning was made in the adaptation
of home construction to the broad mass demand. In the real-estate
market, rents and vacancies were stable, foreclosures decreased, and
the volume of properties involuntarily owned by private financial
institutions was reduced.

Home-mortgage lending was one of the most active sectors in the
private capital market. Whereas in other fields of economic activity
new capital investments were slow, housing has become one of the
major outlets for the utilization of accumulated savings. The supply
of funds for mortgages was plentiful, and because of the steady flow
of savings and the lack of other immediate investment opportunities,
sharp competition developed in the home-mortgage market. As a
result, financing costs for new construction as well as for the purchase
and refinancing of homes were brought down to unprecedented levels.

1. RESIDENTIAL CONSTRUCTION AND THE REAL-ESTATE MARKET
Expansion of Building Activity

Building permits indicate that the number of new nonfarm dwelling
units on which construction was started during the fiscal-year period
from July 1938 through June 1939 was 429,352 as against 273,742 in
the preceding year—an increase of 56.8 percent. With such volume,
the current production of new nonfarm dwellings, for the first time
since 1929, has approached 500,000 dwelling units, the most commonly
accepted estimate of the annual volume of construction necessary to
meet the demand created by normal replacements and by increases
in the number of families.

21
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22 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

The dollar volume of new construction in nonfarm areas shows a
somewhat smaller increase, because the average dwelling unit built in
1938-39 cost less than in the previous year. The total cost of new
residential building commenced in the fiscal year 1939 is estimated at
$1,558,000,000, as compared with $1,051,000,000 for the preceding
fiscal year. If allowance is made for the widéspread undervaluation
of building permits, it is safe to assume that approximately
$2,000,000,000 went into nonfarm residential building during the
reporting period.

Caarr IX
INDICES OF RESIDENTIAL CONSTRUCTION AND INDUSTRIAL PRODUGTION
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As will be seen from Chart IX last year’s accomplishments were in
the line of a major upward movement of residential building which
started in 1935 and has lasted, with some minor interruptions, for
nearly five years. In the latter half of 1938 and in the first six months
of 1939, the revival of residential building gathered considerable
momentum.

Apart from the special impetus given by the Federal Government
in its spending program approved in April 1938, the revival of resi-
dential construction was no doubt one of the determining factors in
the business recovery from the 1937-38 recession. This recovery is
reflected in the increase of industrial production since July 1938,
followed by a slight decline during the first few months of 1939.
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The upswing of residential building was accompanied by an expan-
sion of other construction; but while other construction was due
primarily to Government expenditure in connection with the spending
program, the recovery of residential building was supported mainly
by private activity although assisted by Federal insurance of mortgage
loans and—to some extent—Dby the start of public housing projects
under the United States Housing Act of 1937. From July 1, 1938, to
June 30, 1939, approximately 27,000 nonfarm dwelling units, or 6.3
percent of the total number of units on which construction was started,
were reported as provided by public building.

Stability of Market Factors

On the whole, the growth of private activity in residential building
was well in line with the demand and supply factors that determine
the volume of new building as well as of real-estate activity in geuneral.
Market factors were favorable, but characterized by a remarkable
degree of stability rather than by spectacular movements upward or
downward. Generally low vacancies and stable rents indicated that
the additional supply of new dwellings was balanced by the increased
demand that appears to be the combined effect of the accumulated
housing shortage and somewhat higher family incomes resulting from
improvement of business after the recession. The level of building
costs, on the other hand, remained practically unchanged; and
financing costs, which have been moving downward ever since 1934,
were further reduced. )

Chart X on page 24 shows the movement of residential rentals for
identical occupied dwellings (U. S. Department of Labor), and for a
composite of dwellings including newly built as well as existing units
and reflecting more clearly market conditions for new homes (National
Industrial Conference Board). The increase of rentals dating from
1934 or 1935 was checked toward the end of 1937, but both rent
indices have remained fairly stable in subsequent periods.

Sample surveys of the Bureau of Labor Statistics covering 32 cities
indicate that all types of dwelling units, one- and two-family houses
as well as multi-family structures, shared in the relative stability of
rents during the fiscal year 1939.

Vacancies vary widely from city to city and even from one sector of
a city to another. This serves to emphasize that local rather than
national conditions determine the actual housing need in individual
communities. However, occupancy statistics for a number of citics
suggest that, by and large, vacancies have remained at the level
reached in 1937 after several years of steady decline. Of the 60 cities
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reporting to the U. S. Department of Commerce, 37 reported vacancies
below 3 percent, and 15 reported vacancies between 3 and 4 percent
for 1938-39. In most cities, changes in vacancy ratios during the
year were within narrow limits reflecting varied local situations.

A reduction in building costs, or at least stability of costs in relation
to the general price level is a prime requisite for a sustained and sound
recovery in residential construction. Only recently has the country
experienced the deadly effect of price excesses on building activity.
From 1935 to the early months of 1937, when residential building rose
rapidly, the expanding volume of construction was accompanied by
sharp increases in both labor and material costs. Following these
cost increases, the demand for new dwellings and the volume of new
building was greatly reduced during the latter part of 1937. Since
then, material prices have declined, labor costs have remained almost
unchanged, and total costs have been brought down to somewhat
lower levels (Chart XI). It isgratifying to see that from July 1938 to
June 1939, both material and labor costs were stable or tended even
slightly downward despite substantial gains in the volume of con-
struction.

With stable building costs on the one hand, and fairly constant rent
levels on the other, the rent-cost relationship was little changed
throughout the fiscal year 1939. This is illustrated by Chart XII,
on page 26, which shows the index of market rentals together with the
index of building material prices as representative of building costs.

Recovery of the Real-Estate Market

The recovery of the real-estate market from the collapse it suffered
during the early Thirties has been slow and incomplete. The number
of foreclosures, although no longer as excessive as from 1932 to 1934,
remained unusually high in subsequent years, and the huge volume of
real-estate involuntarily owned by mortgage lenders has been a con-
stant drag on the market. However, since 1937 a gradual improve-
ment has been noted, and the fiscal year 1939 has seen some further
progress.

Chart XIII on page 26 evidences that in the first half of 1939, after
five consecutive years of decline, foreclosures were back to the level of
1928, and about one-half of what they were in 1934. The reduction in
real-estate foreclosures in the fiscal year 1939 was fairly evenly dis-

t For actual figures underlying Chart XT, see Exhibit 3,
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tributed over the country. All Federal Home Loan Bank Districts
and all but ten States reported fewer foreclosures than in the preceding
year.?

The volume of real-estate sales has been expanding, and the expe-
rience of the Home Owners’ Loan Corporation as well as of private
mortgage lending institutions indicated that there is a substantial
demand for homes in the lower-price brackets. However, the real-
estate market as a whole showed mixed trends. There was evidence,
at least in some areas, that the increase in the supply of newly built
dwellings offered at attractive terms tended to depress the prices of
“second-hand”” properties. This is true, in particular, for the higher-
priced used homes, the demand for which appears to be limited be-
cause of changes in the national income and its distribution and be-
cause of the competition of new dwellings which are more attractive to
prospective buyers by reason both of more medern conveniences and
more acceptable neighborhoods.

In last year’s report, the Federal Home Loan Bank Board called
attention to the existence of a huge ‘“overhang’ of unsold real estate
held by financial institutions and other mortgage lenders. Awvailable
statistics indicate that during the calendar year 1938, the volume of
such undigested real estate owned by private financial institutions
was somewhat reduced by increased sales, on the one hand, and by
the decline of foreclosures, on the other. The estimated book value
of one- to four-family dwellings owned by the principal home-mortgage
lending institutions, including savings and loan associations, mutual
savings banks, commercial banks, and life-insurance companies, de-
creased from approximately $1,860,000,000 at the end of 1937 to
$1,737,000,000 at the end of 1938, or by 6.6 percent. During the same
period, however, the book value of properties repossessed by the Home
Owners’ Loan Corporation increased from $331,006,820 to $488,997,499,
thus more than offsetting the reduction in private holdings. On the
whole, the volume of one- to four-family dwellings owned by financial
institutions is still alarming, representing, as it does, approximately
20 percent of the total amount of home mortgages held by those
institutions.

The following table shows the book value of the overhang of all types
of residential properties, including apartment houses as well as one- to

2 Exhibit 4 shows the estimated number of real-estate foreclosures for all nonfarm areas and the rate of
foreclosures per 1,000 nonfarm dwellings from 1926 to the first half of 1939. Exhibit 5 presents a survey of
nonfarm real-estate foreclosures, by Federal Home Loan Bank District and by States, for each of the fiscal
years 1938 and 1939.
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four-family dwellings, held by selected financial institutions, as of
December 31, 1938:

Estimated overhang of residential properties held by selected financial instiiutions,
December 31, 1938

Type of lending institution: Amount

Savings and loan associations 1_______._______ $950, 000, 000
Mutual savings banks 2_ ___ ________.________ 500, 000, 000
Commercial banks 2________________________ 315, 000, 000
Life-insurance companies 3_____________._____ 576, 282, 000
Home Owners’ Loan Corporation____________ 488, 997, 499

Total . . .. 2, 830, 279, 499

1 Bstimate based on reports received by the Federal Home Loan Bank Board.

2 Estimates based on the reports of the Comptroller of the Currency and the Federal Deposit Insurance
Corporation. The estimate for commercial banks excludes trust departments.

3 Estimate of the Federal Home Loan Bank Board based on a questionnaire survey of the largest life-
insurance companies.

In a consideration of the problems created by the real-estate over-
hang, it must be taken into account that the above figures represent
but one portion of the total ovethang in the country. They cover
admitted holdings only; they do not include real estate involuntsrily
owned by individuals, closed banks, closed savings and loan asso-
ciations, mortgage companies, or trustoes of mortgage and real-estate
bond companies; nor do they comprise properties acquired by munici-
palities in tax sales. Estimates place the total amount of repossessed
residential real estate held by institutions as well as individuals well
above $4,000,000,000.

In view of the magnitude of the problem, its bearing on new building
and the real-estate market, and its effect on financial institutions
throughout the country, the assimilation of the real-estate overhang
remains one of the foremost tasks of the future. The holding of hun-
dreds of thousands of properties for sale by financial institutions
retards the full recovery of the real-estate and the home-mortgage
markets. Financial institutions which have a large portion of their
resources frozen in real estate contribute little to new mortgage lending
and are a source of public misgivings, which in turn induces people to
hoard rather than to invest. Also, many of the repossessed propertios
represent nonearning assets. In the last two years, home-financing
institutions have begun to realize the necessity for quick and orderly
liquidation of the real-estate overhang and have acted accordingly.
However, further efforts will be required to bring the problem any-
where near to solution. In some areas, this task is rendered more
difficult by the competition of new dwellings, as indicated earlier, but
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SURVEY OF HOUSING AND MORTGAGE FINANCE 29

there is still a broad demand for repossessed homes if they are placed
in good condition and offered at competitive terms,

The disposition of the real-estate overhang, while being of national
importance, is largely a regional problem. Studies made by the Federal
Home Loan Bank Board indicate that three States, New York, New
Jersey, and Pennsylvania, account for almost one-half of the total
overhang in the entire country. Naturally, financial institutions in
these States are most affected by the large volume of real estate they
own, and particular efforts should be made to cure the situation in
these three States.

Regional Variations of New Construction

Close observation of building activity in recent years reveals two
significant features: concentration of residential construction in a few
selected regions of the country, and a decline in the average cost of
new dwellings placed on the market.

The rate of residential construction is never uniform throughout the
country. The different degrees of development of the various parts
of the Nation, migrations from one region to another, and varying
intensities of prosperity cause marked regional variations, and the
over-all picture for the Nation therefore gains in significance by obser-
vation of regional trends.

The map between pages 28 and 29 shows the regional distribution
of residential construction in all cities of 10,000 or more population,
from 1936 through the first half of 1939, by Federal Home Loan Bank
Districts, expressed in terms of number of dwelling units built per
100,000 population.?

In the last few years, the relatively largest growth of residential
construction was in the Southwest (J.os Angeles District) where
population pressure has stimulated new building. The second largest
gain was in the South (Little Rock District) where the housing need
was greatest and the improvement in business conditions most promi-
nent—partly as the result of industrialization. The same holds true
for the Southeast (Winston-Salem District) which ranked third in the
rate of residential construction. The New York District showed the
fourth largest rate of building, due primarily to the rapid development
of suburban areas. Approximately 70 percent of total building activity
in 1938 and the first six months of 1939 was concentrated in these
four regions. On the other hand, the rate of construction in the
Boston, Pittsburgh, Cincinnati, Chicago, and Des Moines Districts
was far below the average rate for the entire country.

3 For actual figures underlying the bars on the map and for explanatory notes, see Exhibit 6.
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Importance of Smaller Communities and of Home Building

Approximately 58 percent of the total nonfarm dwelling units built
in the calendar year 1938 was in communities with 25,000 population
or less, although these communities represented only 46.6 percent of

Caart XIV
DISTRIBUTION OF RESIDENTIAL CONSTRUCTION IN 1938
BY SIZE AND TYPE OF COMMUNITY®

CITIES OF MORE THAN
25,000 POPULATION

4244 %

RS o5

NON-SATEL LITE %
36.21%

®Estimated by the Construction and Real Property Section,
United States Department of Commerce

the total nonfarm population and 46.8 percent of the total number of
nonfarm families in 1930.

Chart XTIV illustrates the distribution of residential construction
among cities of more than 25,000 population and cities with 25,000
population or less, in 1938. For the latter cities, building activity is
shown separately for ‘‘satellite” communities, that is, suburban
communities in metropolitan areas where construction is influenced
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by the growth of metropolitan centers, and for “nonsatellite’” com-
munities which are independent and nonsuburban.

The higher rate of residential building in smaller communities is due
in part to a higher birth rate and faster population growth, and to a
cessation of migration to the larger cities. It is also attributable to
particularly active building in suburban areas; but about two-thirds
of total residential construction in cities with 25,000 population or less

Cuarr XV
NUMBER OF NEW NON-FARM DWELLING UNITS BUILT
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was in nonsuburban communities and only one-third in “satellite”
communities.

It is in the smaller communities, both satellite and nonsatellite,
that the proportion of one- and two-family homes in total residential
construction is highest, and it is in those communities where special-
ized home financing institutions of the savings and loan type are most
numerous. Within the total building activity of the country, home
construction and home finance have the foremost place. This is
further evidenced by the overwhelming proportion of one- and
two-family dwellings in total nonfarm construction throughout the
country, as shown in the above chart.*

4 For actual figures underlying this chart, see Exhibit 7.

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



32 REPORT OF FEDERAL HOME LOAN BANK BOARD, 193¢

Building for the Mass Market

Better adjustment of prices to the consumer’s ability to pay was
perhaps one of the most important tendencies of the building market
in the last fiscal year. Analyses of the income distribution of families
have demonstrated that in the past the construction industry has been
building homes priced far too high for the mass of American families.
This failure to tap the broad mass market has not only irapeded the
satisfaction of the Nation’s housing needs, but it has also limited the
volume of new building and consequently economic activity in general.

During the early Thirties, the average price of new homes had
already dropped. However, this was in a period of a declining general
price level and of a decreasing volume of construction. In contrast,
the recent reduction in average prices at which new homes are offered
occurred in a period of growing volume of construction, and of rising
costs of building material and labor in 1937 and only slightly declining
costs in 1938. Nevertheless, price reductions were made possible by a
greater willingness of home buyers to purchase dwellings of ,smaller
size and simpler design. Moreover, the building industry has been
concentrating more fully in the broad area of mass demand. In the
last two years, considerable pioneering bas been done all over the
country to meet the housing needs of families with moderate incomes,
and more of such pioneering is under way. The results thus far
achieved are presented in the following table:

Average cost of new dwelling units in cities of 2,600 population and over, by types of
dwellings 1

Total s s 3-and-more
Calendar year residential 1-family 2-family family
$4, 044 $4, 363 $2,763 $3, 639
3,995 4,307 2, 834 3, 524
3,645 3,971 2,625 3,224
3,611 3,961 2, 552 3,194

! Based on building permit data of the Bureau of Labor Statistics. Altbough permit valuations do not
r?ﬂecg the final cost, their movement from year to year may be held to be indicative of the general direction.
of costs.

2 January to June.

From 1936 to the first half of 1939, the average cost of new dwelling
units decreased in all types of dwellings, one- and two-family homes as
well as multifamily structures; the decline was more than 10 percent
for all types of units built. As the volume of public housing through-
out that period was comparatively small, the decrease in average cost
reflects, to a great extent, attempts of the private building industry
to provide simpler and less expensive homes.

Despite such progress, the building industry still has a long way to
go before the price of its product will be more fully adjusted to the
incomes of the majority of our families. The selling price of the
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majority of newly built houses still is above $5,000, if the costs of land
and land improvement as well as sales commissions and profits are
included. Income statistics for 1935 and 1936, on the other hand,
have indicated that only ome-fourth to omne-fifth of all nonfarm,
nonrelief families had an income that would enable them to buy a
home priced in excess of $5,000 (under the generally accepted rule of
thumb that a family should invest not more than two or two and one-
half times its annual income in a home). Further adjustments are
necessary if the building industry is to reach down into what has been
called the “no man’s land” of housing.

In any analysis of the housing market in general, it must be recog-
nized .that a large portion of our population will always have to look
{or existing buildings rather than for new structures for the satisfac-
tion of its housing needs. Even with the greatest volume of construc-
tion practicable, not more than 3 percent could be added annually to
the supply of existing structures, and the “filtering-up process,” which
in the past enabled families to move from less to more salisfactory
quarters vacated by families in the higher income groups, will remain
an important factor in the total housing market. ‘It is manifestly
impossible for economic society to supply all families or the increases
in families in all income classes with new units. In nearly all cases,
families of low income can be housed more adequately in old but
sound units having sufficient space and other facilities for comfortable
living than in small and otherwise inadequate structures having the
sole advantage of being new.” 5

In this connection, it is worth mentioning that the large supply of
low-priced homes repossessed by financial institutions provides an
important opportunity for housing larger families in the lower income
groups on an ownership basis—an opportunity too frequently over-
looked. The extent to which resales of institutionally owned prop-
erties may meet the mass demand for low-priced homes is illustrated
by the sales experience of the Home Owners’ Loan Corporation.

Property sales of Home Owners’ Loan Corporation, by price brackets, through June 30,
939

Price range " | Number Pe‘:tg%’;f of

U t0 $2,000 - e 15,878 28,7
$2,001 to $3,000_._ . .- - — 12,138 219
$3,001 to $4,000.__ 10, 001 18.1
$4,001 to $5,000___ 6, 573 11.9
5,001 to $6,000. £7178 7.6
$6,001 to $7,000. 2,600 4.7
7,001 and OVer - . e 3,935 7.1

Ot e e e ————————— 55, 303 100.0

6 ““Residential Building”’, by LowellJ. Chawner, prepared for the Industrial Committee of the National
Resources Committee, Washington, D. C., 1939.
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As shown by the table, 50.6 percent of all property sales of the
Home Owners’ Loan Corporation was in the price classes below
$3,000 which generally are within the reach of families with less than
$1,500 annual income, and that almost 30 percent was in the price
group below $2,000, which may well be classified as being within the
reach of “‘low-income’ families.

The Federal Home Building Service Plan

Building for the families of average income is a matter not only of
quantity but of quality. Particularly in the small-home field, in
which the agencies under the Federal Home Loan Bank Board
primarily operate, there is little gained by large volumes of construc-
tion if the new homes are built without due regard to sound standards.
Bad planning, shoddy construction, carelessly selected neighborhoods,
and substandard materials have {requently jeopardized the value of
home ownership, and the small-home owner can least afford any hazard
to his investment. Likewise, such methods of construction are apt
to endanger the funds of home-financing institutions invested in small-
home mortgages, by virtue of the abnormal depreciation and ob-
solescence of substandard properties and because of the natural
dissatisfaction of the borrower.

The extent and the consequences of substandard building in this
country were brought to the attention of the Bank Board through the
experience gained by the Home Owners’ Loan Corporation in refinanc-
ing more than a million homes. After a careful analysis of this
experience—revealing an appalling lack of proper planning and a
widespread extent of flimsy workmanship in the small-home field—
the Federal Home Loan Bank Board, in September 1936, adopted
the “Federal Home Building Service Plan’ as a means of fostering
better home construction in the future. The Plan is designed par- .
ticularly to serve those prospective home owners in the average income
groups who in the past have not had the benefit of architectural
advice and have been unprotected against the deadly effects of
substandard building.

The Federal Home Building Service Plan, although sponsored by
the Federal Home Loan Bank Board, is operated entirely by local
organizations comprising the various elements of the building indus-
try—mortgage-lending institutions, architects, builders and con-
tractors, and material dealers. The agencies under the Board
participate in the Plan only to encourage and assist local cooperative
endeavor.

Under the Plan, all planning elements are provided such as home
designs, floor plans, working drawings, and specifications, as well as
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the all-important supervision on the job whereby the owner receives
maximum assurance of dollar-for-dollar value. Other important
features include professional assistance in qualifying contractors,
taking of contract bids, and inspection of materials. In short, the
small-home builder no longer is forced to ‘“‘shop” in a field with
which he is entirely unfamiliar; he has available a moderately priced
technical advisory and supervisory service and a wide variety of
economical-to-build home designs intended to make it easier and safer
to build a properly planned and soundly constructed home. As all
these operations are coordinated, the home builder is spared the
multiplicity of contaects previously required to complete his plans.
The service thus eliminates many of the difficulties which heretofore
have discouraged the prospective builder of a small home.

Key items of the Plan are the ‘“Home Selector,”” a portfolio of home
designs chosen for the specific community, and a “Certificate of
Registration’ which is issued to the home owner as a testimonial of
the sound construction of his house,

The Federal Home Building Service Plan is a joint industry-
Government program. Originally designed for the protection of the
member institutions of the Federal Home Loan Bank System, the
Plan was later broadened to permit other mortgage lenders to partici-
pate. During the fiscal year 1939, the Plan has obtained the active
sponsorship of other important factors in the building industry: the
architects and the material producers. The American Institute
of Architects, representing the architectural profession, and - the
Producers’ Council, comprising the Nation’s largest materials manu-
facturers, have both given the Plan their support as an effective means
toward eliminating substandard constuction in the small-home field.
The retail lumber and building-materials trades and operative builders
are also cooperating under the Plan.

As of June 30, 1939, 267 home-financing institutions in 76 commu-
nities had applied for the facilities provided by the Federal Home
Building Service Plan, and 440 new small-home plans had been
approved at that date, constituting the most comprehensive collection
of designs ever assembled in this field.

The Plan has been developed and organized after considerable
investigation of conditions throughout the country. It is now being
aggressively promoted in several areas where definite results are being
obtained, and it is expected that the Plan will be extended into many
other communities in the near future.
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Need for Rehabilitation

As only a small number of dwelling units can be added annually
to the existing supply of housing, new building is but one way of im-
proving housing standards. Large-scale rehabilitation and moderni-
zation of existing structures that are basically sound are important
aspects of a well-rounded housing program.

Real-property inventories conducted between 1934 and 1936 by the
Works Progress Administration revealed that only 39 percent of the

CuarT XVI
CONDITION OF URBAN RESIDENTIAL STRUCTURESO

Good Condition
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@ Based on real property inventories conducted as work
projecis by the Works Progress Administration, 1934-1936
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more than five million structures examined were in what was termed
“oood condition.” Of the remainder, 44.8 percent needed minor
repairs, 13.9 percent required major repairs, and 2.3 percent were unfit
for use.

The survey, of the Works Progress Administration showed also the
extent of substandard housing conditions. Of all dwelling units cov-
ered in the survey, 15 percent had no private indoor flush toilets, 20
percent were without private bathtubs (or showers), and in the South-
east, 25.4 percent of all dwelling units were without gas or electric
hghtlng facilities and 12.8 percent without running water.

These conditions are in part the consequence of neglect in mainte-
nance and modernization during the last ten years. Residential
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properties in general have mnot been maintained at predepression
standards and have, therefore, depreciated in value as well as usability
at a faster rate than normal; even less has been done to increase their
life expectancy and habitability through provision of modern facilities.

In the field of one- to four-family homes, the Home Owners’ Loan
Corporation, which holds mortgages on, or title to, dwellings equiva-
lent to approximately 10 percent of all owner-occupied nonfarm homes,
has done a great deal to arrest the progress of depreciation and obso-
lescence. From 1934 to June 30, 1939, the Home Owners’ Loan
Corporation has expended or advanced approximately $140,000,000
for the reconditioning of more than 500,000 dwellings.

Rehabilitation is not only a problem of individual properties, but
largely a problem of neighborhoods. City surveys conducted by the
Division of Research and Statistics of the Federal Home Loan Bank
Board have demonstrated that a large portion of our city dwellings
is locatea in neighborhoods undergoing various phases of deterioration
caused by bad planning, overzoning for commercial uses, shifts in
population, traffic hazards, and many other factors. Such deteriora-
tion is not only a detriment to housing standards but a threat to prop-
erty values, tax resources, and the safety of the billions of savings
invested in mortgage loans. Every year communities throughout the
country suffer a staggering loss from the deterioration of neighbor-
hoods—a deterioration which, once well under way, cannot be halted.

Individual home owners and lending agencies can do very little to
avert these trends, and some sort of neighborhood organization under
the guidance and control of municipalities and other public bodies is
required to carry out a comprehensive program of rehabilitation.
Such a program will be of vital importance to the community at large
as it will create a mechanism for the prevention of further blight,
provide an effective means of community planning, prevent unneces-
sary decentralization, and make for a better utilization of existing
public utilities, transportation facilities, schools, and other public
buildings.

During the past fiscal year several attempts have been made to
institute rehabilitation progams on a large-scale basis. The Federal
Home Loan Bank Board, through its agencies, has offered to cooperate
in such programs not only as a matter of sound public policy but also
in protection of the properties on which the Home Owners’ Loan Cor-
poration holds mortgages or which it owns, and in protection of the
savings entrusted to the financial institutions which the Federal Home
Loan Bank Board supervises. As an example of such cooperative
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program, the rehabilitation project for a residential section in Balti~
more may be cited:

Toward the end of 1938, the Baltimore Housing Authority, with the cooperation
of the Home Owners’ Loan Corporation, the United States Heusing Authority,
and several municipal agencies and organizations, determined to conduct a survey
and planning project for the Waverly area of Baltimore. The project was designed
to provide that neighborhood with a detailed inventory and analysis of its present
condition and future prospects, and to develop a general plan for protective
development and betterment. With the assistance of a WPA project and the
contribution of supplies, equipment, and technical personnel services from the
above-mentioned agencies, the program was started in March 1939,

Covering an area of 54 bloeks, containing approximately 1,600 properties, the
survey has procured general physical and economic data for each property and
for the neighborhood as a whole. The planning project has analyzed and studied
the accumulated data, has established the varying degrees of incipient blight
present throughout the area, and has determined the isolated spots of excessive
deterioration. Furthermore, in order to provide economic protection to the
neighborhood in the future, ways and means of arresting blight, of recouping and
stabilizing values, and of maintaining good standards have been specified.

Paralleling the survey and planning work, there has been conducted a program
of encouragement to organizations and parties interested or located in the area
to develop an organized determination on the part of the neighborhood itself to
undertake rehabilitation and maintenance for mutual protection.

A like program, again with the assistance of the Home Owners’ Loan
Corporation, is being developed for the Woodlawn area of Chicago,
and municipal and civic bodies in Cleveland, New Orleans, Memphis,
and Louisville have indicated an interest in similar undertakings.

2. SAVINGS AND MORTGAGE FINANCE

During the past fiscal year the operations of home-financing institu-
tions were marked by a continuing influx of savings, on the one hand,
and by keen competition in the mortgage market, on the other. More
and more, the problem before these institutions has become how to
find sound and safe mortgage loans rather than how to obtain funds
for such loans.

Increase of Individual Long-Term Savings

The flow of savings is a matter of primary importance to home finance.
For decades the large majority of urban homes in this country have
been built out of the savings of the great mass of our people, and each
year a considerable portion of individual long-term savings is ‘being
invested in thrift and home-financing institutions. The trend of
such savings over the last decade is indicated in the following table
which includes savings in financial institutions either specializing or
participating in home finance, and selected types of investments that
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are directly competitive to savings deposits and investments in home-
financing institutions:

Changes in selected types of individual long-term savings?

[In milliorns of dollars]

Amount of Increase or Amount of | Increase or
Year accumulated decrease Year accumulated decrease
savings during year savings during year
$44, 958 $41, 653 $1,744
48, 059 43,934 2,281
45, 954 46, 517 2, 583
42, 829 49, 515 2,998
39, 909 —2,920 |} 1938 e 51, 698 2,183

1 Savings in life-insurance companies, Inutual savings banks, all other banks, savings and loan associa-
tions, postal savings, 214 percent postal-savings bonds, and United States savings bonds. For explanatory
notes, see Exhibit 8.

There has been a very pronounced recovery in these types of savings
in the last few years. The annual increases from 1934 to 1938 have
more than offset the depression losses in the three preceding years, and
at the end of 1938 the amount of accumulated long-term savings
reached an all-time high in the history of American finance, exceeding
the $50 billion mark. The largest annual increment of savings in
this recovery period occurred in 1937. During 1938 the growth was
somewhat smaller, reflecting the decline in business activity and in
national income in the latter half of 1937 and the first half of 1938.

To a large extent, these savings represent the accumulated resources
of our middle and lower income groups—a fact which places special
responsibility on the institutions to which they are entrusted, and on
the public agencies, Federal and State, charged with the supervision of
finanecial institutions. In 1938 the average cash value of life-insurance
policies was $300, the average investment per private investor in
savings and loan associations, $780, the average savings account in
mutual savings banks, $832, and the average savings account in
national banks, $421. All in all, the more than 50 billions of dollars
of accumulated long-term savings in the country represents approxi-
mately 115 million accounts.®

The distribution of accumulated savings over the various types of
institutions and investments and the changes during 1938 are shown
in Exhibit 8. The largest rate of increase was in holdings of United
States savings bonds, which grew by 49.6 percent during the year.
Life-insurance companies, which account for most of the growth in the
dollar amount of savings during the last decade, showed an increase of
6.6 percent. Private investments in all savings and loan associations
rose by 2.6 percent, and savings deposits in commercial banks by 2.5

0 As s number of savers may hold several accounts, this figure includes some duplications.
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percent. The volume of postal savings and postal-savings bonds and
deposits in savings banks fell slightly.

Within the field of specialized home-financing institutions, the rate
of increase in individual long-term savings during 1938 varied sub-
stantially among the different types of institutions. Federal savings
and loan associations, which are of comparatively recent origin,
showed the largest rate of increase—21.3 percent for an identical group
of 1,309 institutions. Insured State-chartered associations ranked
next, with a gain of 6.4 percent for an identical number of 547 associa-
tions. The flow of private funds into 901 identical noninsured
member associations of the Federal Home Loan Bank System grew
at the rate of 0.5 percent. All together, private investments in the
above-listed member associations of the Federal Home Loan Bank
System increased by 10.3 percent.”

Growing Competition in the Mortgage Market

The steady increase of savings is partly responsible for the highly
competitive conditions that have recently developed in the home-
mortgage market and that have become more pronounced during the
past fiscal year. While financial institutions of all types had an
overabundance of funds available for investment, immediate oppor-
tunities for the profitable employment of such funds were very limited.
Low yields on Government bonds, which today constitute a major
portion of the portfolio of commercial banks, mutual savings banks,
and life-insurance companies, and the scarcity of industrial and com-
mercial loans have made investments in home mortgages more attrac-
tive to these institutions. In consequence, they have reentered the
field of home mortgage lending to an increasing extent, encouraged
in part by Federal mortgage insurance under the National Housing
Act of 1934. Similarly, trust and pension funds, endowments, and
individuals have been more actively engaged in making home-mortgage
loans. In general, there is a growing recognition of mortgage loans
as a worth-while long-term investment, and there is a tendency for
large insurance companies even to go into direct building; this latter
tendency is evidenced by New York State legislation permitting
domestic life-insurance companies to invest up to 10 percent of thelr
total assets in housing operations on a full ownership basis.

As a result of competition, the financing costs of home ownership,
which had already decreased in preceding years, have been lowered
further in the reporting period. Interest rates have dropped, amorti-
mn of this report (p. 79). Because of the increase in number of Federal savings and loan

associations and insured State-chartered associations during the year, identical groups of associations
operating throughout the year provide a more equitable basis of comparison.
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zation periods have been lengthened, and down payments have been
reduced by higher percentage loans. All this, coupled with other
favorable market factors, has contributed to the revival of new
construction and the real-estate market.

In many regions of the country, particularly in the Northeast and
in the larger communities, nominal interest rates for new home-mort-
gage loans have fallen to 5 percent, and in the spring of 1939, some
savings banks in New York, where interest rates have regularly been
lower than in the rest of the country, reduced their rates for selected
home mortgages insured under the National Housing Act to 4% per-
cent. At the same time financial institutions have begun to assume
part of the costs incident to the making of the loan, resulting in a
reduction of effective interest charges.

Through the amendment to Title 11 of the National Housing Act
of February 3, 1938, the maximum nominal rate for insured home
mortgages, excluding the insurance premium, has been revised from
5% to 5 percent.® Together with this reduction in interest rates, the
amortization period for mortgage loans on small, new, owner-occupied,
one-family homes was lengthened from 20 to 25 years and the maxi-
mum loan limit raised from 80 to 90 percent of the appraised value
of the property. Although only part of home-mortgage lending was
directly affected by this legislation, competition has operated to
adjust loan terms more closely to those for insured home-mortgage
loans within the limits set by existing State and Federal statutes
governing the lending powers of financial institutions.

Thrift and home-financing institutions also have more widely
adopted the practice of lending at variable interest rates, based on
risk rating for each individual mortgage loan, instead of lending at a
uniform rate. This has tended to lower interest charges particularly
for selected loans.

To assist in the reduction of interest rates, the Federal Home Loan
Bank Board in May 1939 adopted a regulation under which savings
and loan associations obtaining new share investments from the Home
Owners’ Loan Corporation are required to lend these funds on the
direct-reduction plan at an effective interest rate of not more than
6 percent. This rate includes interest, premiums, initial loan fees,
and other charges for the use of the money.

In comparisons of interest rates, scrupulous care must, of course, be
taken to distinguish between nominal and effective rates which include
premiums, loan fees, service charges, prepayment penalties, delin-

8 Effective August 1, 1939, this rate was further reduced to 414 percent for all home mortgage loans insured
under Section 203 of the National Housing Act

183130—39——4
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quency charges, and other items. Also, interest rates vary not only
among the different regions of the country but also by localities and
neighborhoods. -Mortgage rates on homes in selected areas tend to be
lower than in deteriorating neighborhoods. Rates in small communi-
ties are generally higher than in larger localities. With respect to
loan terms, mortgage loans on older structures normally require quicker
amortization than those on new and modern properties, because they
involve a greater risk of obsolescence. Likewise, amortization periods
for mortgages on lightly built structures are shorter than for mortgages
on solid structures. Only if due weight is given to all these factors
can the comparative cost of home financing as between different groups
of lending institutions and as between different loan types be appraised.
The large number of elements determining interest rates and loan terms
explains why over-all comparisons of financial costs are gravely
misleading.

Another factor is the size of mortgage loans. The initial cost of
making small loans and the cost of servicing and record-keeping of
such loans is relatively higher than on larger loans. Small loans,
therefore, frequently demand a relatively higher rate than large ones.
In this connection, the following figures on the average size of new
morlgage loans made by the various types of lenders are pertinent:

Average size of nonfarm mortgage loans by types of lenders
January to June 1939

Insuranee companies. - . _ ... _____ $4, 957
Mutual savings banks____ _ . ___________ 3,371
Banks and trust companies_ . __________________________ 3, 249
Savings and loan associations__ _________________.______ 2, 519
Individuals_ - . 1, 936
Other mortgagees. . .. 3, 343

1 Division of Research and Statistics, Federal Home Loan Bank Board. Based on recordings of nonfarm
mortgages of not more than $20,000.

It is evident from this table that the average size of mortgage loans
made by savings and loan associations is lower than that of any other
type of financial institution.

Reduction of Dividends of Home-Financing Institutions

The effects of competition on thrift and home-financing institutions
have been manifold. Competition has been an incentive to improve
management and efficiency and thus to induce these institutions to
operate on a lower spread between cost of money and interest rates
charged. A more aggressive attitude toward the acquisition of new
lending business has been developed, and advertising is being used to a
greater extent. Many institutions have found it useful to simplify
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and modernize their loan plans. In these endeavors, they were greatly
assisted by the constructive guidance of the twelve Federal Home
Loan Banks.

For mortgages on new buildings, a more complete ‘‘merchandising
technique’ has been developed, including selection of suitable designs
and building materials, architectural advice, and supervision of
construction. The Federal Home Building Service Plan, described
in an earlier section of this report, should greatly aid in the develop-
ment of such services.

Finally, the downward trend of interest rates on home mortgages in
many cases has led to a reduction in the rate of return paid to investors
in home financing institutions. In line with the general downward
movement of yields on long-term investments in the last few years,
dividends paid by savings and loan associations have gradually been
reduced to lower levels. The average annual dividend rate paid by
Federal savings and loan associations, for instance, decreased from
3.69 percent in 1935 to 3.50 percent in 1937. In 1938, this tendency
toward lower dividends was reflected in decreased average rates in 23
out of the 46 States for which comparable data for Federal savings
and loan associations are available.® There are also indications that
a number of State-chartered associations have revised their dividend
rates to conform more fully with present conditions, particularly in
combination with insurance of accounts afforded by the Federal
Savings and Loan Insurance Corporation. Insurance of accounts
naturally provides an effective medium through which long-estab-
lished dividend rates on share investments can be reduced, by virtue
of the greater shareholders’ confidence instilled by a Federal guaranty.

An increasing number of home-financing institutions recognize that
lower dividend rates are necessary to meet the competition for mort-
gage loans and to secure good loans which are a sound investment
protecting the safety of the funds in custody of the institutions. It
has also been recognized more widely that savings are entrusted to
financial institutions because of the safety of principal and regularity
of returns rather than because of expected high returns. Experience
has shown that because of the greater emphasis placed on safety,
moderate reductions of dividend rates in the long run are unlikely to
affect materially the flow of funds into home-financing institutions.

To a certain extent, the dividend policy of home-financing institu-
tions is determined by the rate of return paid on competitive types of
savings. United States savings bonds, if held for ten years to matur-
ity, return a maximum of 2.9 percent. During the fiscal year 1939,
the interest paid on postal-savings deposits was a flat 2 percent.

? For complete information, see Section IV, pp. 98 and 99.
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Mutual savings banks were paying dividends ranging between 2
and 3 percent, with the average close to 2 percent. Commercial
banks insured by the Federal Deposit Insurance Corporation are-
permitted to pay maximum rates of 2% percent on savings deposits,
but in many cases the rates are below this maximum. Until recently,
the return guaranteed on life-insurance policies of legal reserve com--
panies has usually been about 3 percent, but during the fiscal year
1939, several companies have reduced the return guaranteed on new
policies to 2% percent. A reduction of dividend rates paid by home--
financing institutions to 3 or 3% percent, depending on local condi--
tions, would still maintain the traditional margin above the return
paid on other types of savings, without loss of competitive advantage.

Moratorium Laws

In view of the full revival of the mortgage market, a gradual removal
of the still existing moratorium laws appears to be warranted. Mora--
toria on mortgages were introduced at the bottom of the depression
when incomes were at an extremsly lowlevel and refinancing by private-
mortgage lenders was practically impossible. At that time, moratoria
were believed to be well justified to stem the tide of foreclosures and.:
to prevent the dispossession of hundreds of thousands of home owners.
in default. These conditions are no longer present. The national
income is much larger than in 1932 or 1933, home-mortgage lenders.
have plenty of funds ready to invest, and refinancing of extising loans.
at advantageous terms is easy. Therefore, no real hardship to home-
owners is to be expected if moratoria are gradually lifted. On the-
other hand, the elimination or modification of moratorium laws would.
go a long way toward restoring normal conditions in the mortgage-
and real-estate market and would thus contribute to the attainment.
of full economic recovery.

During the past few years, a number of moratorium laws have:
expired. In addition, the moratorium laws of Iowsa, Kansas, Missis--
sippi, and Nebraska have been declared to be unconstitutional.
Arkansas has repealed its moratorium act.

However, on June 30, 1939, moratorium laws were. still in force in
thirteen States: Alabama, Arizona, California, Louisiana, Michigan,.
Minnesota, Montana, New York, North. Dakota, Ohio, South Dakota,.
Vermont, and Wisconsin.

Home Mortgage Lending Activity

The fact that home mortgage lending is & highly localized activity and:
that the average loan involves a comparatively small. amount of
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money has for a long time tended to obscure the importance of the
aggregate volume of home-mortgage lending. However, this total
volume has always been considerable, and in the last few years when
most other sectors of the private capital market were sluggish and
inactive, home-mortgage lending has attained an outstanding place.
“This is evidenced by the following comparison: the average annual
-amount of all corporate securities issued by railroads, utilities, and all
other corporations in 1937 and 1938 was only $2,255,000,000, including
mew securities as well as securities issued for refunding purposes. On .
‘the other hand, total mortgage loans on one- to four-family dwellings
‘made by financial institutions and individuals in each. of the calendar
years 1937 and 1938 amounted to approximately $2,500,000,000.
‘With such volume, home mortgage lending has exceeded the aggregate
:amoutit of eorporate finance.

The flow of money into housing is of great national importance not
wnly because it enables our population to meet its housing needs to a
larger extent, but also because it helps to overcome one of the basic
difficulties which our economy is facing. As explained in a previous
wmection of this report, the Nation is saving large amounts each year,
irrespective of minor fluctuations in economic activity and national
income. During the last few years, these savings were only to a limited
extent put to productive use. For a number of reasons, long-term
capital investments in durable goods, which are normally financed out
of accumulated savings, have been small. Large unutilized savings,
on the one hand, and small capital investments, on the other, could not
but create an unhealthy situation reflected in a low level of employ-
ment and of economic activity in general. If savings are idle, men and
machinery are out of work.

The absorption of investible funds by housing may well contribute
to a solution of this problem. N ormally, investments in housing repre-
sent a considerable portion of total capital investment. This is evi-
«denced by the fact that in the period from 1919 to 1935, which com-
Drises years of high and low building activity, residential construction,
including major alterations and repairs, accounted for more than one-
fifth of total domestic capital investment; from 1922 to 1928, a period
-of substantial residential building, the share of residential construction
in total domestic capital investment exceeded 28 percent.’® Larger
investments in housing which appear to be forthcoming at the present
time will, therefore, be an important factor in the much needed

10 Total domestic capital investment is equal to “‘gross capital formation” as estimated by Simon Kuznets
in “National Income and Capital Formation, 1919-1935” (National Bureau of Economic Research), after

deduction of changes in business inventories, in stocks of gold and silver, and in net claims against foreign
«counfries. Data on residential construction comprise debt financing as well as equity financing.
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establishment of a balance between savings and capital investment in
general, and help to restore employment and prosperity.

Chart XVII presents the record of home-mortgage-lending activity
from 1929 to 1938. The chart illustrates the extent to which home-
mortgage lending had dropped in the early Thirties and the degree of
recovery in recent years; it also shows the extent of the refinancing
operations of the Government-owned Home Owners’ Loan Corpora-
tion in relation to the volume of private home-mortgage lending.

Cuarr XVII
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In a comparison of lending activity in the last few years and the
lending volume of 1929 or 1930, account must, of course, be taken
of the reduction in real-estate prices which has taken place in the
meantime. Average prices per dwelling and dwelling unit have
decreased, and a loan volume of $2,463,000,000 in 1938, therefore,
means much more in terms of number of properties and mortgages
than it would have meant in 1929.

Actual figures underlying the above chart are shown in Exhibit 9.
Throughout the ten-year period from 1929 to 1938, savings and loan
associations represent the largest single group of morigage lenders
on one- to four-family dwellings. With an estimated volume of
$798,000,000 in mortgage loans made in 1938, they accounted for
32.4 percent of the total amount of home-mortgage loans made
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during that year. ‘Individuals and others” ranked next. Iome-
mortgage lending of commercial banks and their trust departments
in 1938 is estimated at $560,000,000, and that of life-insurance
companies at $242,000,000. Mutual savings banks in 1938 made
$105,000,000 of home-mortgage loans. The highest rate of increase
from 1935 to 1938 was in the loan volume of life-insurance com-
panies and commercial banks, due largely to particularly active
participation of these institutions in lending on home mortgages
insured under the National Housing Act of 1934.

Mortgage Recording Studies

The figures presented in the above section are revisions of previous
estimates prepared by the Division of Research and Statistics of the
Federal Home Loan Bank Board. Such revisions have been made
possible through the institution of a survey of real-estate-mortgage
recordings which has been undertaken each month from December
1938 and will be continued as a regular service. This is the first
time that data on mortgage recordings have been collected and com-
piled in such detail on a nation-wide basis and it is hoped that this
service will be a valuable contribution to our knowledge of develop-
ments in the mortgage field. Because of the lack of adequate data,
Government agencies and lending institutions have been too much in
the dark in formulating their policies and in analyzing the market in
different States and localities. The new mortgage-recording studies
permit not only a more exact determination of the share of the various
types of lenders in total activity, but also a classification of mortgage
lending by States.

Through the cooperation of savings and loan associations, the
support of the United States Building and Loan League and the
Mortgage Bankers Association, and endorsement by the National
Association of Title Companies, the coverage of mortgage recording
data has gradually been extended until in June 1939 it included 482
counties which contained 52.5 percent of the total nonfarm population
and were located in 45 States and in the District of Columbia. The
national and State figures given in the following paragraphs are
estimated on the basis of statistics received from reporting counties.!

Mortgage-recording statistics collected by the Division of Research
and Statistics include mortgages of not more than $20,000 on non-
mes are based upon original reports received each month from field cooperators. Summaries
of these reports are prepared for each State, by type of mortgagee, and from the totals ofreported statistics,
estimates representing total mortgages recorded in each State are developed on the basis of the relation of
the nonfarm population in the sample to the total nonfarm population in the State. Adjustment factors

are employed in the calculation to correct for the concentration of type of lenders and for the influence of
metropolitan areas.
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farm property. #Within that group they comprise home mortgages
as well as other mortgages; they thus cover a broader field than
mortgages on one- to four-family homes alone. For this and other
reasons * the mortgage-recording data are not directly comparable
with the data on home-mortgage lending given in Chart XVII and
Exhibit 9.

Estimated volume of mortgages on nonfarm property recorded each month from
January to June 1939 1

Month Number Amount Month Number Amount

90, 556 | $244, 015, 000
85, 160 226, 991, 000
109, 873 312,465, 000

110, 570 | $304, 351, 000
125, 604 349, 454, 000
128,005 360, 868, 000

1 Includes nonfarm mortgages of not more than $20,000.

Exhibit 10 presents a classification of mortgages recorded during the
first half of 1939, by Federal Home Loan Bank Districts, by States,
and by types of lenders, together with the amount of mortgages
recorded per capita. The highest per capita figure for that period is
in the District of Columbia ($58.19) but this is followed closely by
California ($49.89). Florida likewise shows per' capita figures far
above the national average, which is $19.47. The smallest per capita
figures are to be found in Alabama, Arkansas, Tennessee, North
Dakota, South Dakota, and Mississippi.

The distribution of the total amount of mortgages recorded over the
various types of lenders is summarized in the chart on page 49.

On the basis of mortgage recordings, we again find that savings and
loan associations are the predominant factor, accounting for 30 percent
of the total amount of all mortgages recorded under $20,000. Banks
and trust companies rank next with 25 percent of the total. Individ-
ual lenders account for 18 percent of all mortgages recorded—a
surprisingly large share in view of the heavy losses sustained by
individual mortgagees during the depression, and of the restriction of
Federal mortgage insurance to financial institutions. [t appears
that the continuous lowering of yields on other investments available
to individuals has encouraged them to place funds directly in the
more profitable investment medium of mortgages.
mns are: The period covered by mortgages recorded and loans made is not necessarily the
same. Lending statistics are reported as of the date of loan commitment, while recording figures reflect
the actual date of loan reaistration. Further, any alterations in the terms of an existing contract necessitates
8 new registration. In the case of refinancing an institution’s own mortgag e, for example, the face amount

of the instrument would appear in the recording totals, whereas only that portion which represented an
increase in funds loaned would be included in lending figures.
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In terms of number of mortgages recorded, the share of savings and
loan associations is even greater than in terms of dollar amounts.
Institutions of the savings and loan type accounted for 33.3 percent.

Cuarr XVIII
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of the total number of mortgages recorded from January to June
1939, banks and trust companies for 21.3 percent, and insurance
companies for 4.9 percent. This reflects the fact that the average
mortgage loan made by savings and loan associations is smaller than
the average loan made by any other type of lending institution.
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Increase of Home-Mortgage Debt in 1938

For the first time since 1930, the total home-mortgage debt outstand-
ing showed a substantial increase in 1938. This may well be taken
as a symptom of recovery because the reduction of the home-mortgage
debt from 1930 to 1937 was due, in great part, to tho extraordinary
effect of the depression on the home-mortgage structure. The de-
crease in this period was caused mainly by the large amount of fore-
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closures resulting in property acquisitions by mortgage lenders in
lieu of debt. It was also caused by large irregular repayments which
many lenders required during the financial crisis, and by regular
amortization of outstanding mortgages. New mortgage lending, on
the other hand, dropped sharply as a result of the decline in construc-
tion and was insufficient to offset these liquidating factors. Con-
versely, the net increase of the home-mortgage debt in 1938 exemplifies
not only the resumption of new lending activity, but a recovery from
the impact of the depression on the real-estate and home-mortgage
market.
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From 1930—the peak year—to 1936, the total home-mortgage debt
was reduced by approximately $4,500,000,000, or almost 21 percent.
The decline was most precipitous in 1932 and 1933, but slowed down
in subsequent years when the Home Owners’ Loan Corporation re-
financed over $3,000,000,000 of home-mortgage loans, a large portion
of which otherwise would also have been liquidated in one form or
another, In 1937 the reduction of the home-mortgage debt came to
a halt, and in 1938 there was a net increase of $220,000,000, or 1.3
percent over 1937. :

As will be seen from Chart XIX, the Home Owners’ Loan Cor-
poration has reduced its balance of outstanding mortgage loans since
1935. In contrast, the balance of mortgage loans held by private
mortgagees has grown by substantial amounts since 1936. In only
two years, this balance has increased by more than $850,000,000.

Detailed estimates of the amount of home-mortgage loans outstand-
ing and of the holdings of the various types of lenders are presented
in Exhibit 11.

3. PROBLEMS AHEAD

In the seven years which have passed since the formation of the
Federal Home Loan Bank Board, energies have been concentrated on
curing the ill effects of the collapse brought about by the depression,
and on Testoring the economic position of home ownership and
mortgage finance. The present recovery in these fields is evidence
of the progress made. However, the problems which public and
private agencies in home building and mortgage finance are facing
have not ceased to exist. They have rather changed in nature to an
extent that makes them appear as wholly new problems.

Large construction activity almost inevitably creates tendencies to
reduce building standards, and there are already indications that
jerry-building, poor methods of construction, and utilitization of
cheap materials are increasing in volume. Building for the mass
market is a desirable goal, but if it is achieved at the expense of good
material and sound construction, the gain in terms of bousing standards
is very questionable. Such tendencies not only threaten the value
of home ownership but endanger the safety of funds invested in
mortgages. Home-financing institutions and supervising agencies,
therefore, have a vital interest in well-organized control over building
methods. In this lies the particular significance of the Federal
Home Building Service’ Plan developed by the Board. More than
ever, financial institutions have a stake in the structural soundness
of the properties which constitute the basic security for their loans,
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because the ratio of loan to property value generally is higher and.
the term of mortgage loans longer than at any time in the past.

This subject also casts some light on the problem of competition.
Undoubtedly, the present sharp competition in the mortgage market.
is benefiting home owners and widening the market for new building.
However, the scramble for new loans creates a situation where lend--
ing institutions tend to lose sight of sound standards of construction,.
appraisal, and mortgage lending. With respect to the term of mort--
gage loans, for example, it is important to keep in mind that the
longer the term of the loan, the greater the likelihood that neighbor-
hoods may change in character and may be encroached upon by less
desirable types of structures or dwellers. This indicates that there
are limits beyond which loan terms cannot be safely extended.

In the last few years, the extension of loan terms as well as the
reduction of down payments and similar measures were intended
mainly to stimulate new construction. When building gathers
momentum, more conservative lending practices, larger down pay-
ments, and shorter maturities may well be desirable, and steps should.
be considered to avoid the recurrence of overlending and speculation
as experienced in the Twenties. With the establishment of various
Governmental agencies in the field of housing and mortgage finance,
means of influencing a building boom would seem to be more adequate-
than in the past. One reliable and effective method of combating-
depressions is to combat excessive booms.

An important aspect of such control is the prevention of sudden
price increases. As long as construction draws on ample resources
of unemployed labor and on unutilized plants for the production of
material, the danger of excessive price increases should be relatively
slight. However, a rapidly increased volume of residential building,
if coupled with extensive public construction, may give rise to short-
ages of productive factors. Already, scarcity of skilled building labor-
is reported in some localities. Since the depression, when the con-
struction volume was extraordinarily low, building workers have
changed their occupation, many have died or passed the age where
they can be employed at the site, while comparatively few new work-
ers have entered the building trades. This means that the present.
volume of labor resources available for a sustained recovery of con-
struction is probably lower than during the Twenties, and if activity
increases beyond the limit of available resources, nationally or locally,
prices may easily become unsound. Under these circumstances
national, regional, and local studies of the present capacity to pro-
duce, and measures to overcome shortages of productive factors are
worth-while subjects for research. In the meantime, close coopera—
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‘tion between the various public agencies which directly and indi-
rectly influence a large portion of total construction is needed to
avoid dangerous upturns in prices.

In addition to such new problems arising from recovery, there re-
mains the fundamental task of improving—in the broadest sense—
the market mechanism of construction and mortgage lending. In its
1938 report, the Federal Home Loan Bank Board called attention to
the obstacles to housing resulting from the poor organization of the
building industry, and from expensive, cumbersome, and antiquated
real-estate laws. While during the past year some improvements
have been made in the modernization of building operations, progress
in the reform of foreclosure and title registration laws has been negli-
gible. Under present methods of foreclosure, home building and
mortgage lending are at a definite disadvantage as compared with
other types of production and finance, where rapid, simiple, and inex-
pensive legal methods are used. A reform along the lines of the uni-
form Real Estate Mortgage Act prepared by the Legal Department
of the Federal Home Loan Bank Board for the Central Housing Com-
mittee is badly needed. The same is true for a modernized, uniform
land title registration act. A suggested draft of such a law is being
prepared by a subcommittee of the Central Housing Committee. The
Legal Department of the Federal Home Loan Bank Board is cooper-
ating in this work.!?

13 For an analysis of present foreclosure costs and procedures, see the report of the Home Owners’ Loan
Corporation, pp. 134 and 135.
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Federal Home Loan Bank System

1. OPERATIONS OF THE FEDERAL HOME LOAN BANKS
Changes in Membership

FTER the rapid expansion in membership during the first six
years of its existence, the Federal Home Loan Bank System has
entered into a phase characterized by more normal growth. Con-
solidations and mergers of member institutions, which tended to
strengthen the home-financing system, resulted in a net decrease in
membership from 3,956 on June 30, 1938, to 3,946 on June 30, 1939.
However, the combined resources of member institutions increased
from approximately $4,308,000,000 at the close of June 1938 to ap-
proximately $4,600,000,000 on June 30, 1939, or by 6.8 -percent. This
growth of resources is all the more remarkable when it is taken into
consideration that the assets of a number of member savings and loan
associations have been revised downward as the result of consolida-
tions and reorganizations and by the decrease in assets arising from
the elimination of mortgage-pledged shares, attendant upon the more
general adoption of the direct-reduction loan plan.

During the fiscal year ended June 30, 1939, there were 122 thrift-
and home-financing institutions admitted to membership, and with-
drawals from membership numbered 132. These withdrawals repre-
sent 56 institutions which were merged or consolidated with other
members, 58 member institutions which went into liquidation, 2 in-
stitutions which were removed from membership because of failure to
comply with the Federal Home Loan Bank Act and/or the regu-
lations of the Board, and 16 member institutions which withdrew
voluntarily.

On June 30, 1939, there were 105 applications for membership in
the Federal Home Loan Bank System on file. In the majority of
these cases, final action had not been taken because the applicants
had not been able to comply with the necessary requirements.
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FEDERAL HOME LOAN BANK SYSTEM
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The following table presents the number and assets of members,
by types of institutions, as of June 30, 1938, and June 30, 1939:

June 30, 1938

June 30, 1939

Net change in fiscal

Assets Assets Assets

N&rrn- (milhions N&rrn- (millions l\%u;rn- (millions

of dollars) of dollars) of dollars)
Savings and loan associations 1. ___________ 3,909 $3,700 | 3,897 $3, 936 —12 +$236
. State-chartered .. ... _.____.__ 2,572 2,487 | 2,517 2, 496 —55 +9
Federally-chartered.___ ... .._...___ 1,337 1,213 | 1,380 1,440 443 +227
Qther members. . ... 47 608 49 664 +2 +56
Savings banks . __.________ ... 9 203 9 202 0 ~1
Insurance companies. ... .. ... _._ .38 405 40 462 +2 +57
Total - s 3, 956 4,308 | 3,946 4, 600 —10 +-292

1 Includes savings and loan associations, building and loan

cooperative banks.

associations, homestead associations, and

Federal savings and loan associations are required by law to be
members of the Federal Home Loan Bank System. Membership is
also open to State-chartered savings and loan associations, savings
Exhibit 12 shows the number and

banks, and insurance companies.

estimated assets of member institutions, by Federal Home Loan Bank
Districts and by States, as of June 30, 1938, and June 30, 1939.

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



FEDERAL HOME LOAN BANK SYSTEM 57

Savings and loan associations constitute the bulk of the present
membership of the Federal Home Loan Bank System, and the great
majority of eligible institutions of the savings and loan type are now
included in the System’s membership. Reports from the Presidents
of the twelve Federal Home Loan Banks indicate that on June 30,
1939, member savings and loan assoclations represented more than
70 percent of the total number of potential members in the savings
and loan industry. The assets of these member Institutions comprised
about 84 percent of the aggregate assets of all potential members of
the savings and loan type.

Volume of Advances

The fiscal year 1939 was marked by a considerable increase in the
liquidity of member institutions, caused by the large flow of private
savings into share investments in home-financing institutions. As a
result, the demand for Federal Home Loan Bank advances was
reduced, and many borrowing members were in a position to make
substantial repayments on their outstanding advances during the year.

Advances made by the Federal Home Loan Banks during the fiscal
year 1939 totaled $76,659,075. Repayments of advances aggregated
$103,922,449. In consequence, the balance of advances outstanding
was reduced from $196,224,937 at the end of the preceding fiscal year
to $168,961,563 on June 30, 1939. Exhibit 13 shows the aggregate
amount of advances and repayments and the balance of advances
outstanding from the beginning of operations of the Bank System to
June 30, 1939. ‘

During the reporting period, the demand for advances varied
greatly among the twelve Federal Home Loan Bank Districts (Chart
XXII on page 59). On June 30, 1939, the Des Moines and Los
Angeles Districts showed an increase in advances outstanding over the
preceding fiscal year. Advances outstanding in the New York,
Pittsburgh, and Topeka Districts were slightly lower. The Federal
Home Loan Banks of Boston, Winston-Salem, Cincinnati, and Little
Rock recorded a substantial decrease in outstanding advances ranging
from about 20 to 30 percent. A summary of advances outstanding
at the end of each fiscal year from 1934 to 1939, by Federal Home
Loan Bank Districts, appears in Exhibit 14.

The generally reduced demand for advances was reflected in a
decreasing number of members borrowing from the Federal Home
Loan Banks. On June 30, 1938, borrowing menibers numbered
2,681, or 67.8 percent of the total number of member institutions.
On June 30, 1939, the number of borrowing members was only 2,385,
or 60.4 percent of the total number of member institutions at that

183130—39——5
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date. Exhibit 15 indicates the changes in the percentage of borrowing
members to total members for each of the twelve Federal Home Loan
Bank Districts, from the fiscal year 1935 to the fiscal year 1939.

Types of Advances

Federal Home Loan Bank advances are made up to ten years on the
security of home mortgages, or obligations of or guaranteed by the
United States, and up to one year on an unsecured basis. All ad-

’CHART XXII

PERCENT CHANGE IN THE AMOUNT OF BANK ADVANCES OUTSTANDING
DURING THE FISCAL YEAR 1939 BY FEDERAL HOME LOAN BANK DISTRICTS

PERCENT PERCENT DECREASE PERCENT INCREASE
CHANGE 30 20 10 0 10 20 30

ALL BANKS ~139 :

1 - BOSTON -22.9 |

2-NEW YORK - 39 l

3- PITTSBURGH - 42

4-WINSTON SALEM  ~30.4

5 ~GINGINNATI ~30.5

6 -INDIANAPOLIS -130"

7 ~CHICAGO -158

8-DES MOINES + 2.6

9-LITTLE ROCK -21.0

10 - TOPEKA - 48

it -PORTLAND -19.0

2 -LOS ANGELES + 57

DIVISION OF RESEARGH AND STATISTICS
FEDERAL HOME LOAN BANK BOARD

vances, whether secured or unsecured, are collateralized by an invest- -
ment of the borrower in the stock of the Bank tc the extent of at
least one-twelfth of the total outstanding advances to such borrower.
A detailed description of the various types of advances is given in
Exhibit 16.!

1 Through an amendment to the Federal Home Loan Bank Act of May 28, 1935, Congress authorized
the Federal Home Loan Banks to make advances to nonmember mortgagees approved under Title 1T of
the National Housing Act. The amendment provided that such advances were not to be subject to the
other provisions and restrictions of the Federal Home Loan Bank Act, but were to be made upon the
security of mortgages insured under Title II of the National Housing Act. To June 30, 1939, Federal Home
Loan Banks made advances to three nonmember mortgagees in the aggregate amount of $159,400, all of

" which, *‘with the exception of $2,805, had ‘been paid in full prior to the fiscal Yesr 1939. During the year the
balance of $2,805 was repaid in full and no advances te nonmember mortgagess were made,
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An analysis of the collateral securing Federal Home Loan Bank
advances demonstrates that there is a substantial margin of pro-
tection behind these advances. Of the total amount of advances
outstanding at the end of the reporting period, $145,442,668, or 86.1
percent, was secured by mortgages, obligations of or guaranteed by
the United States Government, and capital stock of the Banks,
while $23,518,895, or 13.9 percent, was unsecured, except for the
amount of capital stock of the Banks paid in by borrowers. Unse-
cured advances were made exclusively to members whose creditor
labilities did not exceed 5 percent of their net assets.

The secured advances were collateralized by 146,958 home mort-
gages with unpaid balances of $333,934,883, and obligations of
the United States Government (direct or fully guaranteed) aggregat-
ing $2,210,625. As additional collateral for both secured and unse-
cured advances, borrowing members had paid in $22,456,725 on
subscriptions to the Banks’ capital stock. KExhibit 17 gives detailed
information on the trend of secured and unsecured advances by
fiscal-year periods, since the beginning of operations to June 30, 1939.

Turther indication of the soundness of Federal Home Loan Bank
advances is the fact that the Federal Home Loan Banks have sus-
tained no losses on their outstanding advances and that on June 30,
1939, there was only one borrowing member (exclusive of those in
liquidation) which was delinquent over thirty days, in the nominal
amount of $702. At the same date, eleven borrowing institutions
were in liquidation, the liquidation in all but three of these cases
being voluntary. 'These eleven borrowers, as of June 30, 1939, had
a total indebtedness to the Banks of $421,304 which was secured by
home mortgages with an estimated value of $603,857, and by paid-in
stock in the Banks aggregating $72,200. No loss is anticipated on
the indebtedness of any of the liquidating borrowers.

In accordance with the character of the operations of home-financing
institutions, most of the Federal Home Loan Bank advances are on
a long-term amortized basis. On June 30, 1939, almost four-fifths
of the total amount of outstanding advances was for terms from one
to ten years, and only one-fifth for terms up to one year. This is in
contrast to the early period of the Federal Home Loan Bank System
when a larger portion of the advances outstanding was on a short-term
basis,
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Distribution of Federal Home Loan Bank advances outstanding, by long-term and
short-term advances, as of June 30

Dollar amounts Percent distribution

Year
Long-term | Short-term | Long-term | Short-term

$17, 460, 425 | $30, 203, 405 36 6 63.4
57, 885, 363 27, 262, 991 68 0 32.0
51,020, 430 28, 212,084 64 4 36 6
74, 653, 428 43,923, 410 63 0 370

118, 257, 717 48,799, 169 70 8 29 2

149, 227, 685 48, 997, 252 76 0 24.0

133, 919, 650 35,041,913 793 20 7

Since the Federal Home Loan Banks have been operating but a
little over six years, complete data on the actual life of the long-term
advances up to ten years are nol yet available. However, there are
many indications that the average life of these advances will be con-
siderably less than the stipulated period. Reports obtained from the
Federal Home lLoan Banks evidence that repayments received on
long-term advances have been considerably in excess of the amount
of repayments due on such advances. During the past fiscal year,
in particular, the increased liquidity of home-financing institutions
induced many borrowers to make repayments in excess of amortiza-~
tion requirements or to retire their indebtedness in full. This has
naturally contributed to the decline in advances outstanding.

Advances from Federal Home Loan Banks are used by member
institutions for a variety of purposes, but for the most part, they
are obtained to enable home-financing institutions to meet the needs
of their communities for mortgage loans on homes when the demand
is running at a greater rate than the local supply of funds. Reports
from various Federal Home Loan Banks indicate that during the
fiscal year 1939 the major portion of the long-term advances, which
constitute approximately 80 percent of total advances outstanding,
was for the purpose of making mortgage loans, whereas the remainder
was used for liquidity purposes. In many cases, of course, the funds
advanced for liquidity purposes helped indirectly to maintain normal
mortgage-lending activities of member institutions.

Interest rates on advances to members are determined by the
Boards of Directors of the respective Banks within a range approved
by the Federal Home Loan Bank Board. At the end of the fiscal
year 1939, such interest rates ranged from 1% to 3% percent for short-
term, and from 3 to 3% percent for long-term advances. These rates
reflect various reductions made during the year. The Federal Home
Loan Banks of Boston and New York revised their rates for short-
term advances from 3 to 2% percent, and on June 28, 1939, the Federal
Home Loan Bank Board approved a further reduction on short-term
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amortized advances by the New York Bank to 1% percent. During
the fiscal year 1939, the New York Bank also lowered its rate on
long-term advances from 3% to 8 percent. The Federal Home Loan
Bank of Portland reduced the interest rates on all advances from
3% to 3 percent. The Federal Home Loan Bank of Pittsburgh like-
wise reduced its rates on all advances from 3% to 3% percent, and the
Federal Home Loan Banks of Cincinnati and Des Moines from 3% to
3 percent. The Federal Home Loan Bank of Chicago decreased the
interest rate charged on secured advances from 8% to 8 percent and
the rate on unsecured advances from 3! to 3% percent. Exhibit 18
contains detailed information on interest rates charged by each Federal
Home Loan Bank as of July 1, 1939.

At the end of the fiscal year 1939, the borrowing capacity of mem-
ber institutions—which is the approximate amount for which each
member may legally obligate itself, or 50 percent of its net assets,
whichever amount is the lower—was close to $1,700,000,000, or about
ten times the present volume of advances outstanding. Within the
borrowing capacity, each Federal Home Loan Bank has established
lines of credit for the individual member institutions, and such credit
lines are revised at least annually or more often if deemed necessary.

Increase in Liquidity of the Federal Home Loan Banks

Financial operations of the twelve Federal Home Loan Banks dur-
ing the fiscal year 1939 were characterized by a continued growth in
total resources, on the one hand, and by the aforementioned decline
in advances to member institutions, on the other. As a result, the
Federal Home Loan Banks as a whole and each of the Banks separately
experienced a substantial increase in liquidity. \

On June 30, 1939, the consolidated resources of the twelve Federal
Home Loan Banks were $296,629,853, compared with $265,770,804
at the end of the preceding fiscal year—a growth of 11.6 percent.
The main changes in assets and liabilities which occurred during the
reporting period are illustrated in Charts XXIII and XXIV, and a
detailed statement of condition for the Banks as a whole and for
each of the Banks separately, as of June 30, 1939, is presented in
Exhibit 19.

The larger liquidity of the Federal Home Loan Banks is shown in
the marked increase of cash and investment holdings. On June 30,
1939, cash held by the Banks amounted to $78,205,795 as against
$34,334,856 the year before. Investments, which consisted exclu-
sively of United States Government obligations and securities guar-
anteed by the United States Government, increased from $34,445,173
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to $48,702,247. 'The par value of these investments as of June 30,
1939, was $47,663,875 and the market value $50,627,051.

At the end of the fiscal year 1939, cash and investments totaled
$126,908,042, or 42.8 percent of the consolidated assets of the twelve
Federal Home Loan Banks; at the close of the preceding fiscal year
they were only 25.9 percent of the consolidated assets, Through the
retirement of $41,500,000 debentures on July 1, 1939, a substantial
portion of the excess cash was absorbed. However, an ample volume
of liquid funds remained available to meet the demand for advances
by member institutions.

( Cuarr XXIII

COMPOSITION OF COMBINED ASSETS OF THE TWELVE FEDERAL HOME LOAN BANKS

AS OF JUNE 30,1938 ond JUNE 30,1939
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The following table shows the distribution of securities held by the
Federal Home Loan Banks on June 30, 1939, grouped by maturity
dates and yields:

Distribution of securities held by the twelve Federal Home Loan Banks, as of June 30,

) 1939
Average
Maturity Amount Peggﬁg}t of | weighted
yield !
Percent
Under 1 Year et e $1, 653, 000 3.5 1.05
1to 5 years.... 15, 311, 000 321 1.26
5 to 10 years_._ 9, 954, 000 20 9 172
10 to 15 years. 10, 327, 000 217 2 44
15 to 20 years. _ 6,114, 000 128 27
20 years and over. .. 4, 305, 000 90 2 60
) ) P U 47, 664, 000 100. 0 1901

1 Based on cost to maturity/callable dates.

A detailed statement of security holdings of the twelve Banks, as
of June 30, 1939, is presented in Exhibit 20.
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Growth of Capital Stock

The growth of resources of the Federal Home Loan Banks was due to
increases in capital-stock subscriptions, proceeds from the sale of
debentures, and anincreased amount of member deposits. On June 30,
1939, the total paid-in capital stock of the twelve Banks stood at
$164,327,175, as compared with $161,512,205 the year before. As
subscriptions of the United States Treasury to the capital stock have
ceased since November 19, 1937, this increase was entirely due to
member subscriptions. As of June 30, 1939, the capital stock of the
twelve Banks consisted of $124,741,000, or 75.9 percent of the total,
paid in by the United States Treasury under the terms of the Federal
Home Loan Bank Act,? and of $39,586,175, or 24.1 percent of the total,
paid in by private member institutions. Each member institution is
required to maintain an investment in the stock of the Federal Home
Loan Bank of which it is a member to the extent of at least one-
twelfth of advances outstanding and in an amount of not less than
1 percent of the unpaid principal of its home-mortgage loans, but not
less than $500. Despite the decrease in advances, the average
amount of Federal Home Loan Bank stock held by each member
institution rose from $9,320 to $10,038 during the past fiscal year.

The combined capital-stock structure of the Federal Home Loan
Bank System, as of June 30, 1938, and June 30, 1939, may be
summarized as follows:

June 30, 1938| June 30, 1939

Total stock subseriptions:

MEMDOTS.. - o e $36, 872, 000 $39, 609, 100

Umited States Government..___ e 124, 741, 000 124, 741, 000
Payments received on stock subseriptions:

Members .. e 36, 771, 205 39, 586, 175

United States Government. . - e 124, 741, 000 124, 741, 000
Balance due on above stock subseriptions:

MembBers . . e e e - 100, 795 22,925

United States Government. ... oo mec e e

From the beginning of their operations through June 30, 1939, all
capital stock of the Federal Home Loan Banks has been sold at par
and will continue to be sold at par unless and until a price in excess
thereof has been designated by the Federal Home Loan Bank Board.

The reserves of the Federal Home Loan Banks have been strength-
ened materially during the reporting period. On June 30, 1939,

2 Under the terms of the Federal Home Loan Bank Act, the Secretary of the Treasury was required to
subscribe on behalf of the United States for such part of the minimum capital stock of each Federal Home
Loan Bank as was not subscribed for by members within a period of 30 days from the date stock-subsézip-
tion books were opened by the Board. On this basis, the Secretary of the Treasury was committed to
subscribe for $124,741,000 of stock in the twelve Federal Home Loan Banks, all of which had been paid in
prior to November 19, 1937,
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surplus and undivided profits of the Federal Home ILoan Banks
amounted to $8,801,440 as against $6,469,125 the year before.

Debentures and Member Deposits

Consolidated Federal Home Loan Bank debentures outstanding
increased from $76,500,000 to $90,000,000 during the year. Because
of the reduced demand for Federal Home Loan Bank advances and
the high liquidity of the Banks, Series E, which matured on July 1,
1939, was retired on that date, leaving a balance of debentures out-
standing of $48,500,000. While under the terms of the Federal Home
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Loan Bank Act each Bank may issue its own debentures, the issues
heretofore placed on sale have been consolidated debentures repre-
senting the joint and several obligations of all Federal Home Loan
Banks. A summary of these issues (including retired series) is pre-
sented in the following table:

Consolidated debentures of the Federal Home Loan Banks

Number of series Date of issue | Term l Maturity ‘ Amount In:::' §5t
Years Percent
Apr. 1,1937 1| Apr. 11,1938 $24, 700, 000 1
July 11,1937 1| July 1,1938 28, 000, 000 114
Dec. 1,1837 3 | Dec. 1,1940 25, 000, 000 2
Apr. 1,1938 5| Apr. 11,1943 23, 500, 000 2
July 11,1938 1} July 1,1939 41, 500, 000 1

1 Series A, B, and E were retired at their maturity dates.

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



66 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

The success of the five offerings made to June 30, 1939, has been
most gratifying. Each offering was heavily oversubscribed, and the
financial community has quickly become acquainted with the type
of security offered by Federal Home Loan Bank debentures. In
order to further familiarize bankers and investment dealers with the
Federal Home Loan Bank System, a series of meetings was held in
financial centers of the country during the fiscal year 1939. The
better understanding of the Bank System and the goodwill created
through these meetings will be of great value whenever the demand
for Federal Home Loan Bank advances increases and new debenture
Issues may become necessary.

Data on the participation of each Federal Home Loan Bank in the
debenture issues outstanding on June 30, 1939, are given in Exhibit 21.

The liquidity of member institutions during the reporting period
was reflected in a substantial increase of member deposits in the
Federal Home Loan Banks. On June 30, 1939, such deposits were
$32,191,666 as compared to $19,873,357 the year before.

Of the total member deposits held by the Federal Home Loan Banks
on June 30, 1939, $4,462,258 was in demand deposits and $27,729,408
in time deposits. In view of the increase in the amount of deposits,
and the declining demand for advances, several of the Banks found it
necessary during the reporting period to limit the amount of the total
interest-bearing time deposits of any one member and also to lower
the rates of interest paid on such deposits. Exhibit 22 shows the
rates of interest paid on time deposits by each of the Federal Home
Loan Banks as of July 1, 1939. No interest is paid on demand
deposits.

Interbank deposits outstanding as of June 30, 1939, totaled
$3,300,000, as compared with $15,150,000 at the close of the preceding
fiscal year. Such deposits from one Federal Home Loan Bank with
another have been arranged to provide an interregional exchange of
funds when one or more Banks may have demand for additional
funds while others have surplus funds on hand. ¥rom the beginning
of operations to June 30, 1939, the total amount of interbank deposits
aggregated $67,250,000, of which $63,950,000 had been repaid, leaving
the above-mentioned amount of $3,300,000 outstanding.

Income and Expenses

The consolidated gross income of the twelve Federal Home Loan
Banks during the fiscal year 1939 was $7,274,390, as compared with
$7,260,623 in the preceding period. Expenses, including nonoperat-
ing charges, moved slightly upward from $2,504,733 to $2,740,149.
This left a net income of $4,534,241 as against $4,755,891 during the
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preceding fiscal-year period. The following table presents the con-
solidated profit and loss account of the twelve Federal Home Loan
Banks for each of the fiscal years 1938 and 1939; a detailed statement
of profit and loss for each of the Banks for the period July 1, 1938,
through June 30, 1939, is given in Exhibit 23.

Condensed consolidated statemeni of profit and loss of the twelve Federal Home Loan

Banks
Fiscal year | Fiscal year
1938 1939
Income:
Interest earned on advances $5, 952, 844 $5,669, 103
Interest earned on investments. 751,3 891, 301
Nonoperating income 556,426 713, 986
GIOSS ACOIMO L o oo o e e e e e smmmm 7, 260, 624 7,274,390
Less—Charges:
Compensation, travel, and other administrative expenses.. 890, 255 922, 523
Interest on QePoSits. .. e 162, 109 250, 276
Interest on debentures. ... .. e enaen 935, 179 1,120,292
Assessments for expenses of Federal Home Loan Bank Board._..________ 302, 440 300, 000
Other eXPenSes - - . o e ema e 144, 593 83,168
Nonoperating charges. . . 70,157 63, 890
Totlal AeAUCHIONS -« e oo 2, 504, 753 2, 740, 149
NOL ICOIIO . oo e e e e e e m 4,755,891 i 4, 534, 241

The decrease in interest earned on advances reflects the lower volume
of advances and the reduction of interest rates, while the increased
earnings on investments resulted from the larger security holdings
during the year. Nonoperating income consisted chiefly of profits on
the sale of securities. Among charges to income, interest on deben-
tures and member deposits absorbed considerably larger amounts than
in the preceding fiscal-year period, due to the increase of debentures
and deposits outstanding.

The net income of the twelve Federal Home Loan Banks for the
fiscal year 1939 was distributed as follows:

Allocation to reserves:

To legal reserves _ - .o $906, 848
To reserve for contingeneies. ... oo . 473, 656
Total to reserves. .- ________.___..__ 1, 380, 504
Dividends paid:
United States Government ... _______._______. 1, 664, 559
Members . . oo e 537, 367
Total dividends paid.. ... _._ . 2,201,926
Balance to undivided profits_ . _______.____ . _._____ 951, 811
Total net income (consolidated) .. ... _._ 4, 534, 241
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An analysis of the surplus and undivided profits of the Federal
Home Loan Banks, individually and collectively, as of June 30, 1939,
is given in Exhibit 24,

Because of the decrease in the volume of advances and the reduction
of interest rates charged on such advances, total earnings of some of
the Federal Home Loan Banks were lower than in the preceding fiscal
year, and five of the twelve Banks reduced their dividend rates. As a
result, the annual dividend rate on the average capital stock of the
twelve Federal Home Loan Banks for the fiscal year 1939 was approxi-
mately 1.36 percent as compared with 1.57 percent in the preceding
year. The United States Government is receiving the same annual
rate of return on its investment in the capital stock of the Banks as
is received by the member institutions. Exhibit 25 shows the divi-
dends declared by each Bank to stockholders for the fiscal year 1939
and cumulative from the beginning of operations to June 30, 1939.

Admanistration of the Federal Home Loan Bank System

Under the direction of the Board, the chief responsibility for the
administration of the Federal Home Loan Bank System and the
supervision of the twelve Federal Home Loan Banks is vested in the
Office of the Governor.

Each Federal Home Loan Bank is examined twice a year. These
semi-annual examinations are conducted in considerable detail for the
purpose not only of ascertaining the actual condition of the Banks, but
also for the purpose of determining that all disbursements were proper
and all requirements of the Federal Home Loan Bank Act and the
Rules and Regulations of the Federal Home Loan Bank Board have
been adhered to in every respect.

After the completion of each semi-annual examination of a Federal
Home Loan Bank, a copy of the report of examination, together with
a letter of criticism based on such report, is transmitted to the Bank
with the request that the Board’s Comptroller be promptly advised
of the action taken by the Bank to correct the situation which may
have been discussed in the report and letter of criticism. The Presi-
dent of the Bank is also requested to present the report of examination
and the letter of criticism to the Board of Directors of the Bank and
to incorporate the Comptroller’s letter of criticism as well as the
Bank’s reply thereto in the minutes of the next meeting of the Board
of Directors.

In addition to the close supervision by virtue of these semi-annual
examinations, each Bank is required to furnish the Board’s Comp-
troller with a daily statement reflecting its lending and other transac-
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tions, as well as with a detailed monthly report on the operations and
condition of the Bank. Each Bank is also required to furnish copies
of the minutes of the meetings of its Board of Directors, Executive
Committee and Stockholders, and copies of reports of its Advisory
and Reviewing Committees. On the basis of this information, the
Federal Home Loan Bank Board is able to conduct current analyses
of the activities of the twelve Federal Home Loan Banks. Such
current analyses are designed to bring to light any undesirable trends
or conditions which may be found to exist and enable the Board to
keep in close touch with the operations of the Banks, so that such
changes in its Rules and Regulations or policies as may be deemed
desirable may be made from time to time.

The management of each of the Federal Home Loan Banks is vested
in a Board of twelve Directors, four of whom are appointed by the
Federal Home Loan Bank Board to represent the public interest,
while eight Directors are elected by the member institutions in each
Bank District in accordance with the terms of the Federal Home
Loan Bank Act and the Rules and Regulations prescribed by the
Federal Home Loan Bank Board. The respective Boards of Directors
elect the executive officers of the Banks subject to the approval of the
Federal Home Loan Bank Board.

The Bank Presidents’ Conference, established by Resolution of the
Board and consisting of the executive heads of the twelve Federal
Heme ILoan Banks, held two meetings during the year ended
June 30, 1939. At these meetings, administrative and supervisory
problems, credit policies, and home-financing conditions in each of the
Bank Districts were considered, and in view of the growing importance
of Government bonds in the total assets of the Banks, proper invest~
ment procedures were discussed.

The Federal Savings and Loan Advisory Council, created by the
Federal Home Loan Bank Act, also held two meetings during the year.
This body consists of one member elected by each of the twelve Boards
of Directors of the Federal Home Loan Banks and six members ap-
pointed by the Federal Home Loan Bank Board. The meetings of
the Federal Savings and Loan Advisory Council were helpful in the
formulation of the Board’s policies and in the maintenance of a close
contact between the management of home-financing institutions in
the various parts of the country and the central administration in
Washington. During the year ended June 30, 1939, the discussions
of the Advisory Council were focused upon the liquidity of home-
financing institutions, the determination of interest and dividend rates,
and the questions of supervision, competition, and taxation. The
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Council also considered the Banks’ policies with respect to the estab-
lishment of lines of credit for member institutions and endorsed the
legislative propesals sponsored by the Federal Home Loan Bank
Board. A list of members of the Federal Savings and Loan Advisory
Council attending the two meetings during the fiscal year 1939 is
presented in Exhibit 26.

Proposed Federal Legislation

In order to increase the usefulness of the agencies under the Federal
Home Loan Bank Board to thrift- and home-financing institutions,
the, Board has supported a series of proposed amendments to the
Federal Home Loan Bank Act and other laws governing the activities
of the Federal Home Loan Bank Board. These proposals are based
“on more than six years’ experience and deliberation. During these
years, the Federal Home Loan Bank Board has made a thorough study
of the effects of the existing legislation and has carefully considered
improvements regarded as desirable. The amendments now before
Congress represent a program which, in the opinion of the Board,
will assist greatly in a more efficient performance of the functions of
the agencies under the Board, and which will better enable these
agencies to meet future emergencies.

With respect to the Federal Home Loan Bank System, the proposed
amendments include two major items:

1. Broadening of the collateral base for Federal Home Loan Bank
advances.—Under the existing law, mortgages eligible as collateral for
Federal Home Loan Bank advances are confined to mortgages on one-
to four-family dwellings with a maturity limit of twenty years. Under
the amendatory legislation as introduced in Congress, any first mort-
gage would be acceptable as collateral, the maturity limit would be
extended to twenty-five years, and the present $20,000 limit on mort-
gages eligible as collateral for advances to members would be removed.
In addition, the Federal Home Loan Banks would be allowed to make
advances to members on obligations of the Banks themselves and
those of the Federal Savings and Loan Insurance Corporation, as well
as on any other obligations, acceptable to the Board, which such mem-
bers may lawfully have available. The House Committee on Banking
and Currency, in reporting the proposed legislation, amended these
provisions so that eligible mortgages would have to be on properties
designed principally for residential use, and so that a $100,000 limit
would be substituted for the $20,000 limit.

The pending legislation would broaden the power of the Federal
Home Loan Banks to accept as collateral, without undue restriction,
those mortgages and obligations which are legal investments {for mem-
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ber institutions. It would also enable the Banks to extend more useful
services to savings banks and insurance companies which are eligible
for membership in the Federal Home Loan Bank System, since savings
banks and insurance companies have only a small portion of their
funds invested in the types of mortgages and obligations which are at
present eligible for acceptance as collateral by the Federal Home T.oan
Banks.

2. Purchase of Federal Home Loan Bank obligations by the Treas-
ury.—In order to enable the Federal Home Loan Banks to meet
unexpected emergencies, the amendment provides that the Secretary
of the Treasury shall be authorized to purchase, at his discretion,
obligations of the Federal Home Loan Banks. While other financial
systems of the country are protected against unforeseen develop-
ments—the commercial banks through the authority of the Federal
Reserve System to ‘issue currency; and the farm-credit structure
through a 2 billion dollar revolving fund guaranteed by the Govern-
ment to support Federal L.and Banks and other corporations of the
Farm Credit Administration—no such provision has been made for
the credit reserve system created on behalf of thrift and home-
financing institutions. Under normal conditions, such aid to the
Federal Home Loan Bank System is unnecessary. However, to
prevent the recurrence of a freezing up of financial institutions and
the resulting deflationary effects, safeguards are essential in order to
enable the Federal Home Loan Banks to obtain funds for advances
in times of financial stress when their securities might not be readily
marketable. \

Other provisions of the proposed legislation are designed to clarify
the powers of the Federal Home Loan Bank Board with reference to
annual reports by, and examination, audit, and supervision of, mem-
ber institutions; to extend the criminal provisions of the Federal
Home Loan Bank Act for the protection of the Banks and member
institutions against circulation of false statements in regard to their
financial condition; and to strengthen the penal provisions pertaining
to misconduct by examiners of the Banks and of member institutions
and to the unauthorized disclosure of confidential information con-
cerning the institutions examined.

2. OPERATIONS OF MEMBER INSTITUTIONS
Increase in Assets

Operations of member institutions during the fiscal year 1939 showed
distinet improvements. Total assets and private investments in
member savings and loan associations increased. Mortgage lending
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was more active than in the preceding fiscal year. Real estate owned
continued to decline. A better liquidity position was indicated by
larger cash holdings which permitted substantial repayments of
Federal Home Loan Bank advances.

On the other hand, the keen competition in the mortgage market
referred to in the “‘Survey of Housing and Mortgage Finance’’ naturally
created new operating problems. The general reduction of interest
rates on home mortgages which resulted from such competition
required changes in lending policies and dividends paid to investors;
and greater efforts had to be made to retain old loans as well as to
add new sound loans to the mortgage portfolio. The record of 1938-39
indicates that, in general, member institutions of the Federal Home
Loan Bank System were in a position to meet these new conditions
successfully.

During the fiscal year 1939, all types of member savings and loan
associations showed gains in assets. This is revealed by the following
figures for an identical group of 2,605 savings and loan members of
the Federal Home Loan Bank System, representing approximately
75 percent of the total assets of member savings and loan associations:

Growth in assets of 2,605 identical member savings and loan associations, from
July 1, 1988, to June 30, 1939

[In thousands of dollars]

Total assets Increase during year

Number and types of associations
June 30, 1938 | June 30, 1939 | Amount Percent

2,605 1dentical member assocrations_____._..______._ $2, 740, 385 $2, 953, 605 $213, 220 78
1,286 Federal savings and loan associations - 1,169,083 1,337,693 168, 610 14.4
596 insured State-chartered associations______ - 700, 008 729, 838 29, 830 4.3
723 noninsured State-chartered associations.._______ 871,294 886, 074 14, 780 1.7

In this group, Federal savings and loan associations recorded the
largest increase in assets during the year, namely 14.4 percent. In-
sured State-chartered asscciations ranked next with a gain of 4.3
percent. The 1.7 percent growth in assets of noninsured State-
chartered member associations, although small, is significant because
it marks the reversal of the downward trend which this type of
member institution had experienced in preceding vears.

The growth in assets was general throughout the country, but the
rate of growth varied among the different Federal Home Loan Bank
Districts. Within the group of 2,605 identical member savings and
loan associations, assets of member institutions in the Winston-Salem
District showed the largest gain—15.7 percent. Members in the

183130—39——6
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Des Moines District ranked next with an increase of 12.6 percent.
Assets of member associations in the Portland and Los Angeles
Districts likewise increased more than 10 percent. The smallest
increases—slightly below 5 percent—were recorded in the Cincinnati
and Topeka Districts.

Cuarr XXV
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Lending Activity

The estimated amount of new mortgage loans made by member
savings and loan associations of the Federal Home Loan Bank System
from July 1, 1938, to June 30, 1939, was $686,697,000, as compared
with $629,560,000 in the preceding fiscal year—an increase of more
than 9 percent. On the other hand, the estimated amount of mort-
gage loans made by nonmember associations dropped from
$191,126,000 in the fiscal year 1938 to $182,189,000 in the fiscal year
1939. All in all, the estimated volume of mortgage loans made by all
savings and loan associations during the reporting period aggregated
$868,886,000, compared with $820,686,000 in the preceding fiscal-year
period.
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While the total increase in lending activity was small, there was a
definite improvement over the preceding year for each month from
January through June 1939. In the six months’ period from January
to June 1939, the lending activity of member institutions was 22.3
percent higher than in the first half of 1938, and the lending activity
of nonmember associations was 5.3 percent above that period. In
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June 1939, the volume of new mortgage loans made by all savings
and loan associations reached a post-depression high. The above
chart shows the estimated lending activity of savings and loan asso-
ciations since January 1936, by months, by types of institutions.?
During the fiscal year 1939, loans made by member savings and
loan associations of the Federal Home Loan Bank System accounted
for approximately 79 percent of the total amount of mortgage loans
made by all savings and loan associations throughout the country.
Among the various types of member associations of the Federal Home

% For actual figures, see Exhibit 27,
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Loan Banks, Federal savings and loan associations accounted for
48.6 percent of the total volume of loans made by members of the
savings-and-loan type. State-chartered insured member associations
were responsible for 22.3 percent and noninsured member asso-
ciations for 29.1 percent.

The lending activity of savings and loan associations varied widely
among the different Federal Home Loan Bank Districts during the
year. The largest percent increases in loan volume were in the

Cuarr XXVII
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Little Rock Distriet where new building was particularly active, and
in the Indianapolis, Des Moines, New York, and Los Angeles Districts,
The Winston-Salem District, which also recorded an unusual expan-
sion of construction activity, led in the dollar increase over the 1938
volume of mortgage lending. A survey of the lending activity of
savings and loan associations in each of the fiscal years 1938 and 1939
by Federal Home Loan Bank Districts, and the percent change, is
presented in Exhibit 28.

Of the total amount of loans made by member associations of the
Federal Home Loan Bank System in the fiscal year 1939, loans for
new construction were $219,726,000, or 32 percent, as compared to
28 percent in the preceding fiscal year-—a reflection of the increasing
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volume of home construction during the reporting period. The
proportion of loans for home purchase and refinaucing, on the other
hand, decreased from 33 to 32 percent, and from 21 to 20 percent,
respectively. The following chart shows the distribution of new
mortgage loans made by member associations of the Federal Home
Loan Bank System during the fiscal year 1939, classified by purpose

of loan:
Crarr XXVIII
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Exhibit 29 gives a detailed account of the distribution of new mort-
gage loans made by member associations of the Federal Home Loan
Bank System, classified by purpose of loan.

Reduction of Real Estate Holdings

A very significant improvement in the financial condition of member
savings and loan associations was the decrease of real-estate holdings,
corresponding to the general reduction of the so-called real-estate
overhang described in an eartier chapter of this report.* Consolidated
balance sheets of member savings and loan associations for the calendar

¢ Survey of Housing and Mortgage Finance, pp. 27 to 29.
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year 1938 evidence a slow but continuous decrease of the absolute
amount of real estate involuntarily owned by member institutions, as
well as a decline of property holdings in proportion to total assets.

Real-estate holdings of all reporting member savings and loan associations of the
Federal Home Loan Bank System 1

Proportion

Number of
Date Amount of total
members assets

Percent
December 31, 1936 - - 3,746 $512, 116, 00 16. 49
December 31, 1937 I .- 3,890 488, 517,000 13 77
Decsmber 31, 1938 . - 3,804 450, 139, 000 11.99

1 Excluding office buildings.

The reduction in real-estate holdings marked a definite reversal of
the trend from 1929 to 1936, when, as a result of the depression,
property holdings mounted to unprecedented levels. On account of
such holdings, home-financing institutions in many instances had be-
come frozen and unable to meet withdrawals and maturities of share
accounts, or to make new mortgage loans. Low or negative net yields
on property owned had seriously affected earnings, while depreciation
and obsolescence had also taken their toll. The gradual disposition
of real-estate holdings in the last two or three years is perhaps one of
the most important symptoms of the successful rehabilitation of home-
financing institutions.

The progress made in recent years reflects, in part, improved condi-
tions in the real-estate market, but it is also due to a more realistic
attitude of home-financing institutions toward the solution of the
problem. In the past, many institutions have been reluctant to dis-
pose of real estate at a loss. Only slowly has it been recognized that
large real-estate holdings are a drag on the active operation of such
institutions, that previous book values in many cases were out of line
with market prices, and that losses must be absorbed by utilizing
reserves already created for this very purpose. Realizing the neces-
sity for more constructive action, many home-financing institutions
have recently revised their sales prices and instituted aggressive real-
estate sales campaigns. Further progress along these lines is neces-
sary to strengthen the position of savings and loan associations in the
field of home-mortgage finance and to restore the full confidence of
savers and investors.

The ratio of repossessed real estate to total assets varies widely
among the different types of member institutions. At the end of 1938,
Federal savings and loan associations, a large number of which were
organized after 1933 and have, therefore, been spared the flood of
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repossessions in the early Thirties, showed a low ratio of 7.5 percent.
On the same date, the ratio for State-chartered insured associations
was 11.2 percent, and for State-chartered noninsured associations,
16.1 percent.

Other Financial Operations

The consolidated statements of balance-sheet items for member sav-
ings and loan associations as of December 31, 1937, and December 31,
1938 (Exhibits 30 and 31), show further significant changes.

During the calendar year 1938, the private repurchasable capital of
member associations grew by $197,000,000, with the result that the
ratio of private capital to total resources increased from 71.03 percent
at the end of 1937 to 72.40 percent at the end of 1938. Government
holdings of shares in member savings and loan associations, on the
other hand, rose only by $6,000,000, and their proportion to total
resources declined from 7.13 to 6.90 percent.

The following table shows the increase of private investments in an
identical group of 2,757 member savings and loan associations:?

Private investments in 2,757 identical member savings and loan associations, as of
Dee. 81, 1937, and Dec. 31, 1938

[Dollar amounis in thousands]

Increase during year
Number and types of associations Dee. 31, 1937 | Dec. 31, 1938
Amount Percent
2,757 member assoeciations. __._____ e mmmm————— $1, 716,162 $1, 892, 797 $176, 635 10.3
1,309 Federal savings and loan associations. .._...... 678, 202 822, 322 144, 1 21.3
547 insured State-chartered associations_._.._.__.__. 462, 278 492,019 29, 741 6.4
901 Noninsured State-chartered associations._..____ 575, 682 578, 456 2,774 0.5

Private investments in this group of identical member associations
increased 10.3 percent. Of the various types of member institutions,
Federal savings and loan associations made the best showing with a
growth in private investments at the rate of 21.3 percent, State-
chartered noninsured members recorded a gain of 0.5 percent. Insured
State-chartered associations, with a rise of private investments by
6.4 percent, occupied an intermediate position.

Mortgage-pledged shares as reported in the consolidated balance
sheets show a decrease of approximately $25,000,000, or more than
12 percent, during 1938. As pledged shares indicate the extent to
which associations are operating under the old share-account sinking-
fund plan, their reduction reveals the gradual abandonment of this

8By the exclusion of newly admitted member institutions and of such associations as were converted
from state to Federal charter or were insured during the year, comparisons are on a more equitable basis
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loan plan in favar of the direct-reduction plan which is more advan-
tageous to borrowers and more adequate to meet the present com-
petition for mortgage loans.

Borrowings of member savings and loan associations remained
almost unchanged in absolute amount, but because of the increase in
total resources, the ratio of borrowed money to total resources declined
from 6.09 to 5.77 percent.

The condensed balance sheets reflect an increased tendency to
build up larger reserves. During the year, member institutions
added $28,000,000 to their general reserves and undivided profits,
and the ratio of general reserves and undivided profits to total
resources increased from 6.76 to 7.15 percent.

On the asset side of the ledger, first-mortgage loans increased by
$209,000,000, or from 72.8 to 74.4 percent of total assets—a signifi-
cant improvement both from the standpoint of lending volume and of
earnings. The $2,800,000,000 in first mortgages held by member
associations of the Federal Home Loan Bank System is an increase of
8 percent over the balance at the end of 1937, and represents approxi-
mately 72 percent of the total amount of mortgages held by all savings
and loan associations, both member and nonmember.

The reduction of repossessed real estate was accompanied by an
increase in real estate “sold on contract’; the ratio of real estate sold
on contract to total assets increased from 3.61 percent at the end of
1937 to 3.78 percent at the end of 1938. Sale of property on install-
ment contracts at liberal terms has proved an effective instrument in
the disposition of real estate, particularly for low-priced homes.

As a result of the ample flow of funds into member Institutions, cash
on hand rose by $32,000,000, or more than 25 percent, and the ratio
of cash to total assets increased from 3.54 to 4.20 percent.

Exhibit 32 shows operating ratios for member savings and loan
associations based on reports from 3,094 members for the calendar
year 1938. Of the gross operating income of these institutions, 84.24
percent was derived from interest on mortgage loans, 3.82 percent
from interest on real-estate contracts, and 3.44 percent from real
estate owned and 8.50 percent from other sources. Compensation to
directors, officers, and employees absorbed 12.71 percent of gross
operating income, interest charges, 9.19 percent, advertising, 2.06
percent, and various other items, 11.17 percent, leaving a net operat-
ing income of 64.87 percent. After inclusion of nonoperating income
and deduction of nonoperating charges, the net income for the year
was 64.31 percent of the total income. Almost four-fifths of this went
to shareholders in the form of dividends and bonuses, and more than
one-fifth was added to reserves and undivided profits.
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3. STRUCTURAL CHANGES IN THE SAVINGS AND LOAN INDUSTRY
Rehabilitation

The current improvement in the condition of home-financing insti-
tutions obtains its appropriate perspective through a broader review
of the revolutionary changes which occurred in this sector of our
financial structure during the last five or six years.

After the collapse in the early Thirties, rehabilitation of the finanecial
organization of the country was the prime task. Drastic measures
were taken in the field of commercial banking, culminating in the
temporary closing of all banks in March 1933. Many banks went
into liquidation, and a large nwumber of banks were reorganized as
individual units or through merger, with the aid of the Reconstruction
Finance Corporation and with other Government assistance. Finally,
Federal insurance of deposits for the majority of banks, effective from
January 1, 1934, helped to revive confidence, but as an aftermath of
the depression there were still hundreds of banking institutions
closed, liquidated, and reorganized since that date.

Likewise, the thrift- and home-financing institutions of the country
have gone through a process of rehabilitation. In some respects, this
process has been similar to that in the field of commercial banking.
Through liquidation of inactive or insolvent institutions and through
merger of small or weak institutions, the number of savings and loan
agsociations operating in the country has been reduced from approxi-
mately 10,500 in 1933 to approximately 8,400 in June 1939. However,
a number of the existing associations are inactive and will either be
reorganized, absorbed by other institutions, or formally liquidated.
These associations are largely concentrated in a few States where the
rehabilitation of the savings and loan industry has not as yet come
to a close. In connection with its program for insurance of accounts,
the Federal Home Loan Bank Board has for some time given particu-
lar attention to those problem areas and has cooperated with State
supervisory authorities in the execution of rehabilitation plans. In
several areas a definite improvement is under way.

Within the membership of the Federal Home Loan Bank System,
the rehabilitation process in the savings and loan industry has been
reflected in the liquidation of 107 member associations from the in-
ception of the Bank System to June 30, 1939; and 185 member associa-
tions have been merged or absorbed by other members, partly in
combination with financial reorganization. Of the associations
which have obtained insurance of accounts, 284 associations were
insured after reorganization.®

¢ For further information on reorganization of savings and loan associations, see the report of the Federal
Savings and Loan Insurance Corporation, pp. 117 to 121,
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However, the elimination of weak or small associations, and mergers
and reorganizations were of comparatively minor importance in the
rehabilitation of the savings and loan industry. Much more sig-
nificant have been the fundamental changes in the structure and
operations of thrift- and home-financing institutions and the integra-
tion of these institutions into a national system of home-mortgage
finance. Some of these changes are outlined in the following sections.

Improvements in Management

The savings and loan associations of the country have grown out of
small community organizations. Neighbors in small communities
banded together and pooled their resources to assist each other in
the acquisition of 2 home. In the more than 100 years of their exist-
ence, while still preserving their essential local character, the savings
and loan associations have gained a place of real importance in the
financial structure of the Nation. Their management and opera-
tions, however, have only slowly been adjusted to the modern age.
The majority of associations existing in the early Thirties were still
operating under part-time management, at private meeting places or
part-time offices, and under antiquated, varying, and complicated
loan plans which had served a useful purpose in the past, but were
not adapted to the quick and simple handling of financial transactions
which is required today.

The last few years have witnessed a gradual but radical evolution
of the savings and loan industry. Particularly among the member
associations of the Federal Home Loan Bank System, part-time,
poorly compensated management has been replaced by full-time
management through responsible and trained officers who give their
undivided attention to the associations’ affairs. A clearer division of
functions betweeun the manager as the executive officer and the direc-
torate as the policy-determining and supervising body has evolved.
In connection with the granting of Federal charters, and with insur-
ance of accounts by the Federal Savings and Loan Insurance Corpo-
ration, more strict and uniform management requirements have been
set up, and close supervision of Federal and insured associations has
operated to maintain and strengthen standards of management in a
large sector of the savings and loan industry. The general level of
management in the industry has thereby been raised considerably.
Accounting practices have been improved, and a standard accounting
system is now used by all Federal savings and loan associations as
well as a large number of insured and noninsured State-chartered
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associations. Obscure and inconvenient meeting places for the “pay
night’” or office combinations with other businesses have given way
to modern independent offices in ground-floor locations situated in
business centers of the community. While many of the smaller asgo-
ciations, particularly in small localities, have still preserved their tra-
ditional pattern, the more progressive and larger institutions have
definitely set the pace, and stimulated by their success, the industry
as a whole shows much evidence that it will soon follow their example.

Along with these changes has come the realization of the fact that
many existing associations are too small to be efficiently operated.’
Size is not an objective in itself, but to obtain the benefits of full-time
management and independent offices, a minimum size is required
which, in many cases, is above the present size of home-financing
institutions. To maintain and strengthen the position of savings and
loan associations in the home-financing field, further progress in this
direction through merger and other means would appear to be desir-
able, particularly in the larger communities.

Exhibit 33 shows the number and asset distribution of member«
savings and loan associations of the Federal Home Loan Bank Sys-
tem, by size groups. On June 30, 1939, almost 33 percent of all
member associations had assets of less than $250,000, but these small
institutions held only 4.6 percent of the total assets of all member
associations. More than one-half of the member savings and loan
associations were in the asset groups below $500,000, with aggregate
assets equal to 12.7 percent of the total assets of all member associa-
tions. The remainder of 87.3 percent was held by the member as-
sociations having assets in excess of $500,000, although these institu-
tions represented only 44.4 percent of the total number of member
savings and loan associations.

Improvements in Plans of Operation

‘Other changes in operations of savings and loan associations are
marked by the gradual disappearance of “serial” associations which
issue series of shares at stated intervals. The ‘“permanent” plan of
operation under which shares are issued at any time desired has
become the standard plan under which the most progressive associa-
tions operate today. All Federal savings and loan associations are
required to operate under this plan, and when insurance of accounts is
granted to State-chartered associations by the Federal Savings and
Loan Insurance Corporation, these associations are also urged to
adopt the permanent plan.
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Together with this change in operations, a clearer separation has
evolved between the lending activity of savings and loan associations,
on the one hand, and their function as custodians of savings, on the
other. 1In the early days of the savings and loan associations, when
the urge to build a home was dominant among their members, investors
and borrowers were more or less an identical group. In many cases
investors who were not prospective borrowers were not accepted, and
vice versa. Today, with a more complex structure of society, with
millions of members who want to save for an undefined purpose,
and millions of other members who need funds to buy or build a home,
conditions are entirely different. In consequence, a large number of
savings and loan associations have revised their plans of operation
so that they may receive savings from individuals who have excess
funds, and lend such funds to other individuals who need loans upon
mortgage security. In savings and loan associations operating
under Federal charter, the borrowers are not required to be investors
or vice versa, and many State-chartered associations have adopted
a similar practice.

Loan plans of savings and loan associations have also changed
considerably. In the past, the majority of savings and loan associa-
tions have operated under two loan plans, the share-account sinking-
fund plan and the cancel-and-endorse plan. Under the share-account
sinking-fund plan, the borrower subscribes to shares, paid for in
monthly installments, which will mature and cancel his loan. Inter-
est is paid on the full amount of the loan until the value of the entire
share subscription, plus earnings credited to the account, equals the
amount of the loan. The cancel-and-endorse plan is similar except
that as regular payments accrue to the value of one share, that share
is canceled and the prinecipal outstanding is reduced by a like amount.
Under either of these plans, the term of the loan depends on the
time required to mature the shares.

In the last few years, chiefly under the influence of the Federal
Home Loan Bank Board, these plans have gradually been abandoned
and the ‘“‘direct-reduction plan’’ has become the standard loan plan
under which an increasingly large number of associations operate.
Under the direct-reduction plan, the borrower does not subseribe to
any shares. His monthly payments are immediately applied to a
reduction of the loan and interest is charged only on the diminishing
balance of the loan. This type of loan plan is not ouly less expensive
to the borrower, but is also more simple and easily understood. 'The
amortization period is not dependent on factors over which the bor-
rower has no control, such as the maturity of shares and the profits
the association is able to make.
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The adoption of the direct-reduction plan has greatly assisted sav-
ings and loan associations in meeting the increased competition of
other home-mortgage lenders during the last few years.

By their charter, all Federal savings and loan associations are
required to operate under the direct-reduction plan of amortization,
with the exception of straight loans permitted up to 15 percent of
assets. An increasing number of State-chartered insured associations
are adopting this plan for their new lending operations, and in
many cases their existing mortgage loans are being recast to conform
to the plan. ILikewise, State-chartered noninsured associations are
changing from their old loan plans, which are no longer competitive,
to a direct-reduction schedule. It is roughly estimated that two-
thirds of all mortgage loans currently made by savings and loan
associations are direct-reduction loans.”

In recent years, a number of savings and loan associations have
also adopted the variable-interest-rate plan. Under this plan, the
rate charged on each loan is determined on the basis of the risk
involved in such loan, the risk being measured by the location of the
property, the type of construction, its age and desirability, the income
and credit rating of the borrower, the ratio of loan to the appraised
property value, the amortization period, and similar factors. By
charging variable interest rates, associations are in a position to
attract borrowers with the highest type of security in competition
with other mortgage-lending institutions, and can at the same time
serve worthy horrowers who have good but less desirable security.

In the past, many savings and loan associations were accustomed to
levy a number of charges on both investors and borrowers. Investors
were charged membership fees, fines, and forfeitures for late payments,
and fees for the withdrawal of accounts. Originally designed to
encourage regular savings, these charges not only were a burden on
savers, but complicated procedures and caused confusion and mis-
understandings. Borrowers were charged premiums, discounts, and
commissions in addition to regular interest payments. All these
charges resulted in a considerable step-up of effective interest rates
above nominal rates and are no longer competitive today.

In the last few years these practices have been revised to an increas-
ing extent. Charges to borrowers and investors have either been
eliminated or reduced. Federal savings and loan associations are not
permitted to charge fees and fines for late payments by their savers,
-7T_his—:sti_m;e is based on the fact that Federal savings and loan associations and State-chartered insured
agsociations account for 55 percent of the total amount of mortgage loans currently made by savings and loan

associations, and that a portion of the new mortgage loans made by State-chartered noninsureqd associations
are also direct-reduction loans.
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and they must not penalize borrowers who are behind in their con-
tractual payments except by a proper charge for interest on the
unpaid balance of the loan. They are not allowed to charge excessive
premiums or any withdrawal fees. Similarly, the Federal Savings
and Loan Insurance Corporation requires that where such charges
exist, they must not exceed equitable amounts if insurance of accounts

is to be granted.
More Adequate Reserves

Another vital improvement in the operations of savings and loan
associations is the greater emphasis given to adequate reserves. In
the early days of the industry, reserves were neither required by State
laws nor regarded as necessary by the industry itself. Under the
conception that savings and loan associations were cooperative or-
ganizations designed to provide each member with a mortgage loan,
profits were not distributed periodically, and any losses were charged
against the common fund. Later, when the savings and loan asso-
ciations developed into a permanent type of institution, most State
laws still failed to recognize the vital importance of reserves. In
consequence, many associations bad inadequate reserves at their
command when they suffered severe losses during the depression, and
in some States, they were forced to recapture accumulated profits,

This experience, together with more progressive legislation in a
number of States and Federal regulation in recent years, has com-
pletely changed the attitude of the industry toward reserves. Today
it is generally recognized that savings and loan associations, like any
other type of financial institution, should have sufficient reserves to
provide a cushion against losses and contingencies, and many savings
and loan associations have built up reserves substantially in excess of
the minimum required by Federal or State regulation.

By the revised Federal charter, Federal savings and loan associations
are required at each dividend date to set aside at least 5 percent of net
-earnings before-dividends are distributed, until they build up aggregate
reserves equal to 10 percent of total share capital. Legislation author-
izing insurance of savings and loan accounts provides that all insured
associations, whether operating under Federal or State charter, shall
build reserves equivalent to 5 percent of all insured accounts within a
reasonable period, not exceeding twenty years. Under regulation of
the Federal Savings and Loan Insurance Corporation, insured asso-
ciations must transfer each year to a reserve for losses at least three-
tenths of 1 percent of the aggregate of the insured accounts standing
on the books of the association at the beginning of the fiscal year until
such reserve equals 5 percent of all insured accounts, which ratio must
be maintained thereafter. ‘
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With respect to State legislation, it is significant that during the
twenty-year period, 1919 to 1938, 21® States and the Territory of
Hawaii established mandatory reserve requirements for the first time.
Of those measures, 12 were initiated from 1919 to 1929 and 10 during
the period from 1931 to 1938. During the latter period, 14 States
strengthened their reserve requirements. Prior to the 1939 legislative
sessions, 39 States and the Territory of Hawaii had established manda-
tory reserve requirements, while 9 States and the District of Columbia,
Alaska, and Puerto Rico still lacked such requirements. At the 1939
legislative sessions, and prior to the end of the fiscal year, Iowsa and
Vermont adopted mandatory requirements, while Colorado, Michigan,
Texas, and Hawaii strengthened the provisions of their laws, and
Pennsylvania increased the maximum limits of reserves permitted
without special approval by the Department of Banking.

Among the State statutes, there is a growing uniformity in reserve
requirements. A large and increasing number of jurisdictions require
that a minimum of 5 percent of net earnings be transferred periodically
to reserves. More than half the States set a minimum measure for the
accumulation of ultimate reserves at 5 percent or more of assets or
share capital, with a recent trend toward a 10 percent requirement.?

Greater Emphasis on Liquidity

Finally, present operations of savings and loan associations give more
attention to the maintenance of liquidity. During the early develop-
ment of savings and loan associations, liquidity was not considered
important. As the assets of such associations were invested in long-
term mortgage loans, members were required to wait until funds were
available to meet withdrawal requests, and penalties were imposed
when savers desired to withdraw before the shares matured. Later
these penalties were reduced and particularly during the easy-money
period of the Twenties, the practice of paying on demand was more
widely adopted. The depression, however, brought such unusually
heavy withdrawals that many institutions were compelled to place
withdrawals on a restricted basis and to withhold the payment of
matured shares. With the exception of a few States where savings and
loan associations still have pent-up maturities and withdrawals, such
unpaid claims have been reduced to negligible amounts in the last few
years.

8 This figure includes two States (Tennessee and West Virginia) whose statutes, though mandatory in
nature, do not set a minimum measure, and one (Georgia) in which the reserve requirements are set forth in
regulations promuigated by the Secretary of State pursuant to statutory authorlty.

+ ¢ For~detailed information-on+statutory reserve requirements-and reserve policies of sawings.and loan
associations, see Federal Home Loan Bank Revjew, September 1938, November 1938, Deceinber 1938, and
May 1939.
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Today it is generally recognized that shareholders in savings and
loan associations, although their investments are of a long-term
nature, desire and are entitled to a reasonable availability of cash
funds in case of need. From the point of view of the association, the
payment of withdrawals in a manner satisfactory to the investor is
necessary for the maintenance of confidence and public support.
From the point of view of home-mortgage finance, institutions
specializing in long-term home financing will not obtain sufficient
funds to serve the needs of home builders or purchasers unless some
degree of liquidity is assured. The Federal charter for savings and
loan associations provides for a liberal withdrawal schedule,'® and the
Federal Savings and Loan Insurance Corporation expects insured
associations in general to meet reasonable withdrawal requests
promptly.

Liquidity of home-financing institutions, however, presents peculiar
problems. The overwhelming portion of the resources of savings and
loan associations is invested in long-term home mortgages which
naturally do not constitute liquid assets. In this respect, the liquidity
of such institutions is necessarily limited. It is in regard to liquidity
that the Federal Home Loan Bank System performs one of its im-
portant services. The Bank System enables member institutions to
obtain, without delay, cash on mortgage collateral and thus to meet
withdrawals required by investors who are temporarily in need of
money. The availability of funds in a central reserve bank reduces
the necessity and costs of maintaining large liquid funds within each
member Institution. By supplementing their own liquidity with a
large liquidity reserve, the Bank System places its member institu-
tions in a position to meet any current or future needs with a greater
degree of success than in the past.

Federal Aid

The above review reveals the considerable influence which the ageuncies
under the direction of the Federal Home Loan Bank Board have
exerted on the improvements in practices and operations of home-

10 Charter K contains the following provisions for repurchases of shares: ‘“Holders of share accounts shall
have the right to file with the association their written applications to repurchase their share accounts, in
part or in full, at any time. Upon the filing of such written applications to repurchase, the association shall
number and file the same in the order received and shall either pay the holder the repurchase value of the
share account, in part or in full as requested, or, after 30 days from the receipt of such application to repur-
chase, apply at least one-third of the receipts of the association from holders of share accounts and borrowers,
to the repurchase of such share accounts in numerical order; provided, that if any holder of a share account
applies for the repurchase of more than $1,000 of his share account or accounts, he shall be paid $1,000 in
order when reached, and his application shall be charged with such amount as paid and shall be renumbered
and placed at the end of the list of applications to repurchase, and thereafter, upon again being reached,
shall be paid a like amount, but not exceeding the value of 1.1is account and until paid in full shall continue
to be so paid, renumbered, and replaced at the end of the list »’
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financing institutions. However, the establishment of these agencies
in itself was perhaps an even greater factor in the restoration of such
institutions. Through the Federal Home Loan Bank System, savings
and loan associations have been provided with a central source of
financing, the absence of which proved so disastrous during the first
few years of the depression. Through the establishment of a national
system of savings and loan associations operating under a uniform
Federal charter, the Federal savings and loan associations, a more
complete geographic distribution of home-financing institutions over
the country was achieved. Insurance of accounts through the
Federal Savings and ILoan Insurance Corporation has helped to
revive and maintain confidence in the security and safety of thrift-
and home-financing institutions.

Along with the establishment of Federal agencies in the field of
home finance, direct Federal agsistance, in the form of investments,
has largely contributed to the rehabilitation of thrift- and home-
financing institutions. Primarily designed to supply immediate funds
for home finance at a time when private money sources had dried up,
they have helped to develop a better system of home-financing in-
stitutions, to encourage the flow of private money into such institu-
tions, and to stabilize the home-mortgage structure of the country.
The following table presents a summary of Federal investments in
thrift- and home-financing institutions and in permanent agencies
under the Federal Home Loan Bank Board designed to assist such
institutions:

Government investment in home-financing institutions and related Federal agencies,
June 30, 1939

Federal Home Loan Bank System ' _____________ . ___________ $124, 741, 000
Federal Savings and Loan Insurance Corporation?__ .. ______..__ 100, 000, 000
Federal savings and loan associations3_______________________. 217, 025, 500
Insured State-chartered savings and loan associations . _______.__ 42,917, 010

State-chartered noninsured member asgsociations of the Federal
Home Loan Bank System 4_ _ _ ___ _____ . _.__________ 508, 000

Total . _ i 585, 191, 510

1 Investment of United States Treasury in the capital stock of the 12 Federal Home Loan Banks,

2 Investment of the Home Owners’ Loan Corporation 1n the capital stock of the Federal Savings and
Loan Insurance Corporation.

2 Investment of the United States Treasury and the Home Owners’ Loan Corporation in shares of Federal
savings and loan associations.

4 Investment of the Home Owners’ Loan Corporation in shares of such institutions.

183130—39——7
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IV

Federal Savings and Loan Associations

INCREASE IN NUMBER AND ASSETS OF FEDERAL ASSOCIATIONS

DURING the year ending June 30, 1939, the number of savings and
loan associations operating under Federal charter increased from
1,346 to 1,386.) This net addition of 40 institutions to the Federal
system of savings and loan associations was due, in the main, to con-
versions of State-chartered associations to Federal charter. As by
and large the purposé of the Act providing for the establishment of
new Federal savings and loan associations in areas not adequately
served has been accomplished, the chartering of newly organized
assoclations has naturally diminished in importance.

From July 1, 1938, to June 30, 1939, there were 78 charters issued,
of which 4 were for new associations, and 74 for associations converting
from State to Federal charter. During the same period, there were
38 charters canceled because of merger and liquidation. At the end
of the fiscal year 1939 there were 100 applications for the issuance of
Federal charters on file.

Owing to the continued growth in the resources of existing Federal
savings and loan associations, the percentage increase in aggregate
assets during the year by far exceeded the percentage increase in the
number of agsociations operating under Federal charter. On June 30,
1939, the total estimated assets of Federal savings and loan associa-
tions stood at $1,442,069,000, as compared to $1,213,874,000 at the
end of the preceding fiscal year—an increase of 18.8 percent. Exhibit
34 presents the number and estimated assets of Federal savings and
loan associations, classified by new and converted associations, for
each of the fiscal-year periods from June 30, 1934, to June 30, 1939.
T}wdTﬁe;e—nce between the 1,386 Federal savings and loan associations reported as chartered and the
1,380 Federal savings and loan associations listed as members of the Federal Home Loan Bank System is due
to the lapse of time between the issuance or withdrawal of Federal charters and the issuance or withdrawal

of membership certificates. The difference results from such time lapses mainly in the cases of conversions
from State to Federal charter and terminations.

91
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Crarr XXIX

NUMBER AND ASSETS OF FEDERAL SAVINGS AND LOAN ASSOCIATIONS
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The following table indicates significant changes in the size distri-
bution of Federal savings and loan associations during the fiscal year
1939; there was a general shift from the lower to the higher asset
brackets, with the result that the number of associations in the asset
brackets up to $250,000 decreased from 539 to 454, while the number
of associations in each of the higher asset brackets increased.

Distribution of Federal savings and loan associations, by size groups

Assef size group

Number of associations

June 30, 1938 | June 30, 1939

AN a8S0CHBLI0MS . o oo 1,346 1,386

Less than $100,000 - 219 146
$100,000 to $250 000 - & e e e 320 308
$250,000 t0 $500,000. - e e 241 284
$500 000 to $1,000,000_- ——-- 250 264
$1,0()0 000 to "52 500 000, L 218 260
OVEr $2,500,000. .- - - o e e 08 124

At the end of the reporting period, 47 percent of all Federal savings
and loan associations had assets in excess of $500,000, and 28 percent

had assets in excess of $1,000,000.

Exhibit 35 shows the number, estimated assets, and mortgage loans
outstanding of Federal savings and loan associations as of June 30,
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1938, and June 30, 1939, by Federal Home Loan Bank Districts and
by States.

During the year, the largest increase in the number of Federal sav-
ings and loan associations was in the Pittsburgh Federal Home Loan
Bank District where there was a net addition of 21 institutions. The
Cincinnati, Topeka, and Los Angeles Districts show smaller increases,
and in several Districts, among which are Boston, New York, and Little
Rock, the number of associations operating under Federal charter
remained unchanged.

The increase in assets was general throughout the country. Again,
the largest relative gain—of more than 50 percent—was in the Pitts-
burgh District, which recorded the above-mentioned addition of 21
Federal associations. The Los Angeles District ranked next with a
growth in assets of Federal associations of 36 percent.

Mortgage loans outstanding increased by more than $195,000,000
to well above one billion dollars on June 30, 1939.

CONTINUED GROWTH IN PRIVATE INVESTMENTS

Ever since their organization, public confidence in Federal savings
and loan associations has manifested itself in a large flow of private
funds into these institutions. The fiscal year 1939 witnessed a further
rapid increase of private investments. The number of private inves-
tors in Federal savings and loan associations rose from 1,030,096 to
1,299,915, an addition of 269,819 new investors, or 26 percent. The
total amount of private investments in shares of Federal savings and
loan associations increased from $763,725,000 to $990,872,000, or 30
percent. Some of this growth was, of course, due to the increase in
number of Federal associations, but studies for an identical group of
associations demonstrate that irrespective of changes in the number
of associations, private funds have been entrusted to this youngest
sector of the savings and loan industry at a steadily rising rate.

Index of private repurchasable capital in comparable Federal savings and loan

associations 1

[Cumulative; average month 1936=100]

. Percent in- N Percent in-
Private re- Private re-
Date purchasable| 258 SPOF Date - [purchasable| 030 OTEF
capital vear capital year
June 30, 1935 .. 91 | June 30, 1038 _________ 133 17
June 30, 1936. 100 10 {| June 30,1939 ... _______ 165 24
June 30, 1937 114 14

1 This index eliminates the'effect of conversion of State-chartered into Federally-chartered associations,
and the addition of newly established Federal associations during the period. Any growth of associations
due to consolidation, merger, or purchase of assets from other institutions is not reflected in the index.
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04 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

Exhibit 36 gives a detailed summary of the number of private
investors and the volume of private investments in Federal savings
and loan associations as of June 30, 1939, by Federal Home Loan
Bank Districts and by States.

The continuous increase of investments by private shareholders
resulted in a8 diminishing proportion of Government investments in
the capital structure of Federal savings and loan associations. Such
investments were made until November 1935 by the Secretary of the
Treasury, on behalf of the United States Government, in the amount

Crarr XXX of $49,300,000; Whep these funds
PRIVATE AND GOVERNMENT InvesTmenTs  aPProached exhaustion, the Home
IN FEDERAL SAVINGS & LOAN ASSOCIATIONS Owners’ Loan Corporation was
PERCENT DISTRIBUTION BY FISGALYEAR PERIODS g1y th orized to invest in shares of
NENENEN Federal savings and loan associa-
\ tions and other member institu-
tions of the Federal Home Loan
Bank System up to $300,000,000.
It may be said that these Govern-
ment investments in savings and
loan associations are a parallel
to the support given the commer-
cial banks by subscriptions of the
Reconstruction Finance Corpora-
tion for preferred stock of banks.
In both cases, Government assist-
ance was designed to strengthen
1536 1537 538 — 1939 the capital structure of financial
DiVISION OF RESEARCH AND STATISTICS institutions, to encourage the flow
FEDERAL HOME LOAN BANK BOARD . N . . .
of private money into such insti-
tutions, and to expedite the resumption of lending activity after the
financial crisis.

As shown in the above chart, the proportion of Government
investments in the total share capital of Federal savings and loan
associations increased in the fiscal years 1936 and 1937, but declined
substantially in the two following years.

During the fiscal year 1939, for the first time since the organization
of Federal savings and loan associations, Treasury and HOLC invest-
ments in these institutions declined not only as a percent of total
share capital but in absolute amount. At the end of the fiscal year
1938, net investments of the United States Treasury and the Home
Owners’ Loan Corporation totaled $218,567,000. A year later, such
investments were reduced to $217,025,500. This decrease was due to
substantial voluntary repurchases of Government investments by

k:1o)
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PERCENT

40

20

1935
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Federal savings and loan associations, and to the policy of the Bank
Board restricting new investments by the Home Owners’ Loan
Corporation to special cases, primarily in connection with reorganiza-
tions of individual associations and community-wide rehabilitation
programs.

The terms under which investments were made by the Secretary
of the Treasury and the Home Owners’ Loan Corporation provide
that neither the Treasury nor the HOLC may request the retirement
of such investments for a period of five years from the date of the
investment, and that thereafter requests may be made at the discre-
tion of the Federal Home Loan Bank Board, but in no event in an
amount exceeding (in any one year) 10 percent of the total amount
invested in shares of any association by the Secretary of the Treasury
or the Home Owners’ Loan Corporation. As of June 30, 1939, the
five-year period had expired in the case of 21 Federal savings and
loan associations which had been the first recipients of Treasury
investments. After having determined that the associations were
in a position to meet this request, the Federal Home Loan Bank Board
consented to call upon each of these associations to retire 10 percent
of the Treasury investments made prior to July 1, 1934. These
retirements become effective after the close of the fiscal year 1939.

However, a growing number of Federal savings and loan associations
have begun voluntarily to repurchase share investments of the Gov-
ernment prior to the expiration of the five-year period. Particularly
during the fiscal year 1939, the increase in private capital supplied the
large majority of the associations with ample money to meet the
demand for mortgage loans, and many associations had surplus funds
available with which to retire shares subscribed for by the Govern-
ment. The Federal Home Loan Bank Board has permitted such
repurchases as a matter of sound policy whenever this was compatible
with the condition of the associations in question.

Voluntary repurchases of Government investmenis by Federal savings and loan
assoctations {(cumulative), June 30

Investment by— 1636 1937 1938 1939
TreaSUTY . o o o e $77, 000 $1, 116, 300 $1, 497, 300 $5, 308, 300
HOLC . o e 0 12, 000 231, 000 1, 490, 000

Under the rules and regulations prescribed by the Federal Home
Loan Bank Board, voluntary repurchases of Treasury and HOLC
investments are applicable to the next succeeding requests for re-
purchase which the Secretary of the Treasury or the Home Owners’
Loan Corporation is permitted by law to malke.
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96 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

New investments of the Home Owners’ Loan Corporation in shares
of Federal savings and loan associations during the fiscal year 1939
aggregated only $1,649,000, as compared to $18,864,900 in the
preceding fiscal year—a reflection of the above-mentioned policy to
restrict such investments to cases of special importance where addi-
tional liquidity is needed.

Exhibit 37 presents a survey of share investments by the United
States Treasury and the Home Owners’ Loan Corporation in Federal
savings and loan associations, as of June 30, 1938, and June 30,

Crane XXXI 1939, b_y Eederal Home Loan
Bank Districts and by States.
ESTIMATED VOLUME OF .
MORTGAGE LOANS MADE BY During the calendar year 1938,
FEDERAL SAVINGS & LOAN ASSOGIATIONS {1 which full information on.
BY FISCAL YEAR PERIODS .. . .
(MILLIONS OF DOLLARS) dividend payments is available,
--------------------------------- s Federal savings and loan associa-
i tions distributed $34,660,567 in
CTr T N - dividends, of which $26,904,351
B e B went to private shareholders,
while $1,688,805 and $6,067,411,
respectively, went to the United
States Treasury and the Home
Owners’ Loan Corporation which
receive dividends on their share
investments on the same basis.
as do the private investors.

EXPANSION OF LENDING
ACTIVITY

i E B In the fiscal year 1939, the mort~
1936 1937 1938 1939 gage-lending activity of Federal
DIVISION OF RESEARCH AND STATISTICS savings and loan associations
FEDERAL HOME LOAN BANK BOARD

reached a new high. The esti-
mated volume of mortgage loans made during this period totaled
$333,959,000, as compared with $281,851,000 in the preceding fiscal-
year period. This growth of more than 18 percent in mortgage-
lending activity is all the more remarkable as the number of associa-
tions operating under Federal charter increased only slightly during
the year.

The rapid expansion of their mortgage-lending activity is perhaps
the most convincing evidence that the Federal savings and loan
associations supply a much needed function. While the success of
each association may be due to a variety of conditions, the progress
of the Federal system of savings and loan associations asz a whole
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has been the result primarily of four factors: the ability to attract
ample funds; generally sound financial condition; aggressive and
mostly full-time management; and the almost universal operation
under one simple loan plan, the direct-reduction plan. All these
factors have enabled Federal savings and loan associations to meet
the sharp competition in the home-mortgage macket without difficulty.

Of the total amount of mortgage loans made by Federal savings and
loan associations during the past fiscal year, $142,412,000, or two-
fifths of the total, was for home construction, reconditioning, and
repair. 'The following figures show the distribution of mortgage
loans written by Federal savings and loan associations during the
year, classified by purpose of loan:

Estimated volume of mortgage loans made by Federal savings and loan associations
during fiscal year 1939, by purpose of loan

Purpose Amount Pe{giglt of Purpose Amount Peiggglt of
Construetion.......-_- $123, 870, 000 37.1 |i Other purposes. ......... $28, 942, 000 8.7
Home purchase......_.. 95, 161, 000 28.5
Refinancing. . __________ 67, 444, 000 2.2 Total _..._._._.___ 333, 959, 000 100.0
Reconditioning and re-

pair. el 18, 542, 000 5.5

A summary of loans made by reporting Federal savings and loan
agsociations during the year ended June 30, 1939, classified by purpose
of loans, by Federal Home Loan Bank Districts and by States, is
given in Exhibit 38,

FINANCIAL OPERATIONS

On the basis of the annual reports submitted by Federal savings and
loan associations on standard forms, a detailed consolidated state-
ment of operations has been compiled for the first time since the
organization of such associations. The statement for the calendar
year 1938, presented in Exhibit 39, shows that 1,355 reporting Fed-
eral savings and loan associations operating during that period pro-
duced a gross operating income of $66,666,000. Of this amount,
$19,049,000, or 28.6 percent, was used for operating expenses. The
aggregate net income (after interest and other charges) amounted to
$44,464,000, of which 77.9 percent was distributed in dividends to
accounthelders and 22.1 percent added to reserves and undivided
profits. As in previous years, these aggregate additions to reserves
were far above statutory requirements.

Among operating expenses, compensation to directors, officers, and
employees, and expenditure for advertising are the two largest items.

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



98 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

Total expense for compensation during the ecalendar year 1938
amounted to $8,852,000, or an average of $6,533 per reporting asso-
ciation, and absorbed 13.3 percent of gross operating income. Ex-
penditure for business promotion totaled $2,086,000, or an average
of approximately $1,540 per reporting association, and equalled 3.13
percent of gross operating income. Special studies made during the
fiscal year 1939 indicate that savings and loan associations are using
the various media of advertising to an increasing extent, and that
Federal savings and loan associations play a leading part in this
development.?

The Federal Home Loan Bank Board, through the twelve Federal
Home Loan Banks, exercises supervision over the accuracy and
fairness of the advertising of Federal savings and loan associations
as well as of State-chartered associations insured by the Federal
Savings and Loan Insurance Corporation. Efforts have been made
to assist insured associations in the development of proper and effective
methods of business promotion.

As operating ratios vary considerably according to the size of insti-
tution, an analysis of such ratios, grouped as to size of association, is
presented in Exhibit 40. On the basis of this analysis, local manage-
ments are able to compare the operations of an individual association
with those of a representative number of associations in the same size
group. The data may also serve as a yardstick for operating budgets.

In the last few years, Federal savings and loan associations have
made more intensive use of budgets as an instrument of business
management and control. Through such budgets, associations are
able to set definite goals to be attained in a given year, and to check
the results of their operations in a more effective manner. Main
factors in savings and loan budgets are the income obtained from
mortgage loans and other sources, operating expenses—particularly
compensation and advertising, an adequate dividend to attract
capital, and the attainment of a strong reserve position.

As was pointed out in another section of this report,® decreased
earnings resulting from the competition in the mortgage market, and
the decline of interest rates on home mortgages have caused savings
and loan associations in some sections of the country to reduce their
dividend rates—in line with the general reduction of investment yields
and of the interest paid on savings by other financial institutions.
Exhibit 41 shows the average annual dividend rates paid by Federal
m-il—ed survey of business promotion expenditure of savings and loan associations, see Federal

Home Loan Bank Review, May, June, and July, 1939.
¥ Survey of Housing and Mortgage Finance, pp. 43 to 44,
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savings and loan associations, by Federal Home Loan Bank Districts
and by States, for the calendar years 1937 and 1938.

Of the 46 States for which comparable data are available, 23 showed
decreases in the average dividend rates paid by Federal savings and
loan associations, and of the 12 Federal Home Loan Bank Districts,
9 reflected reductions of such rates. The greatest decline was in the
Boston District where average dividend rates fell from 3.53 to 3.29
percent.

Combined balance sheet items of Federal savings and loan associa~
tions as of December 31, 1937, and December 31, 1938, are presented
in Exhibits 30 and 31. Principal changes during the year were a
decrease of real estate owned from 8.41 to 7.46 percent of total assets,
an increase of first mortgage loans from 79.39 to 79.80 percent of
aggregate assets, and improved liquidity in the form of larger cash
holdings. The substantial flow of private money into Federal
savings and loan associations is reflected in an increased ratio of
private repurchasable capital to total resources; at the close of 1937,
this ratio was 61.27 percent and a year later, 65.88 percent. Con-
versely, the ratio of Government investments to total resources
declined from 19.65 to 16.58 percent.

PROPOSED FEDERAL LEGISLATION

As was mentioned in the preceding section dealing with the Federal
Home Loan Bank System, the Bank Board has supported legislative
proposals embodying a number of amendments to the laws governing
the operations of its agencies. Among these amendments introduced
in the Seventy-sixth Congress, the following main provisions refer to
the operations of Federal savings and loan associations:

1. Extenston of lending and investment powers.—Under the existing
statute, mortgage loans made by Federal savings and loan associations
are restricted to first liens of not more than $20,000 on one- to four-
family homes or combination home and business properties, located
within 50 miles of their home office. However, up to 15 percent of
the total assets of a Federal savings and loan association may be
loaned on first liens on “other improved real estate’’ without regard
to the $20,000 and 50-mile limitations. The proposed legislation
provides that the Federal Home Loan Bank Board shall be authorized
to permit individual Federal savings and loan associations, because
of their size or location, to lend within the 50-mile limit but without
regard to the $20,000 limitation an additional 15 percent of their total
assets on properties designed principally for residential use which
may be for more than four families. The legislation as reported by
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the House Committee on Banking and Currency would place a $100,000
limit on the size of any loan made under this provision.

Experience has shown that the present limitations on the character
of mortgages which Federal savings and loan associations are allowed
to make are too narrow for associations located in larger cities. In
such cities a substantial portion of the existing dwelling units is in
multi-family structures and the building and financing of such struc-
tures is an economic necessity. The proposed amendment would
permit Federal savings and loan associations which have surplus
funds to participate more fully in the financing of these multi-family
structures. Apart from giving Federal savings and loan associations
in large cities an outlet for their funds, this provision will enable these
associations to cooperate to a greater extent in the housing program
of the Government.

Furthermore, the proposed legislation would permit Federal savings
and loan associations to participate more fully in the program under
Title I of the National Housing Act (insured loans up to $2,500 for
alterations, repairs, and improvements, and for new construction).

Finally, it is proposed to liberalize the investment powers of Federal
savings and loan associations by allowing such associations to invest
in those types of securities which are legal investments for trust funds.
The Home Owners’ Loan Act of 1933 limits investments of this type to
obligations of the United States and the bonds of the Federal Home
Loan Banks. Under this limitation, they cannot invest idle funds
for their reserves or for temporary return in other sound securities.
The proposed amendment would place them in a position to make
better use of funds which, because of any current low demand for
mortgage loans, they are unable to invest in mortgages. Investment
would also be permitted in obligations of the Federal Savings and
Loan Insurance Corporation.

2. Conversion from Federal to State charter.—There is no express
provision in the existing law by which-a Federal savings and loan
association may abandon its Federal charter and convert into a
State-chartered institution. Many of the State statutes authorize a
Federal savings and loan association to obtain a State charter by this
process of reconversion. The proposed amendment would expressly
permit Federal savings and loan associations to reconvert into State-
chartered institutions and would thus declare the principle of reciproc-
ity between the respective States and the Federal Government in the
matter of the conversion of home-financing institutions.

The amendment also expressly provides that State-chartered insti-
tutions may not convert to Federal charter if conversion would be in
contravention of the State law. This provision merely gives statutory
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recognition to the decision in Hopkins Federal Savings and Loan
Association v. Cleary, 296 U. 8. 315 (1935).

STATE LEGISLATION

At the beginning of the fiscal year 1939, laws specifically permitting
conversion of locally chartered member associations of the Federal
Home Loan Bank System into Federal savings and loan associations
had been enacted in 40 States and the Territory of Hawaii. During
the fiscal year such laws were enacted in Vermont and Wisconsin.
Legislation to permit the reconversion of Federal savings and loan
associations into State-chartered institutions was enacted during said
period in nine jurisdictions, including the two last named. In the
reporting period, legislation was enacted in eighteen jurisdictions
relative to investment by savings and loan associations, fiduciaries,
banks, savings banks, insurance companies, or public corporations in
the shares of Federal savings and loan associations. In one State

* (New York) a provision authorizing State-chartered associations to
subscribe to shares of Federal savings and loan associations was
repealed.

Since many of the legal relations which attach to Federal associations
and their shares and accounts depend upon local rather than Federal
law, it is considered desirable, for purposes of clarification, that it be
expressly provided in the local statutes that such associations and the
holders of their shares and accounts shall have the same rights, powers,
privileges, exemptions, and immunities as locally chartered associa~
tions and their shareholders. Iegislation on this point, which was
regarded as adequately covered in only four jurisdictions at the
beginning of the 1939 legislative sessions, was enacted in six additional
jurisdictions during the reporting period.

The example of the Federal savings and loan associations has been
an important factor in shaping the course of State legislation in the
savings and loan field since 1933. To an increasing extent the trend
of State laws has been toward the modernization of the structure and
operations of State-chartered savings and loan associations through the
permisgive or required use of the direct-reduction loan, through specifie
statutory authorization of optional-payment shares, through pro-
hibitions or restrictions on the issue of securities creating a debtor-
creditor relation or having a definite maturity or rate of return,
through mandatory provisions for adequate reserves, and through the
reduction or abolition of fines, penalties, and forfeitures. All these
are, and from the beginning of the program have been, features of the
Federal savings and loan associations by virtue of provisions of the
Home Owners’ Loan Act of 1933 authorizing the organization of such
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associations, or by virtue of the charters, bylaws, and regulations
prescribed by the Federal Home Loan Bank Board. Their adoption
for the Federal savings and loan associations was the first instance of
their general use throughout the Nation, though each of them had
previously been used in particular localities. 'The reception of these
features into the system of Federal.savings and loan associations was
also an important factor in bringing about their incorporation into
the Uniform Savings and Loan Act. The Uniform Savings and
Loan Act is designed to serve as a model for State legislation, and
through this channel the practices adopted for the operations of
Federal savings and loan associations will play a further part in mold-
ing the pattern of State legislation.

CONSTITUTIONALITY OF FEDERAL SAVINGS AND LOAN
ASSOCIATIONS

On January 16, 1939, in the case of Martin et al. v. First Federal
Savings and Loan Association, 305 U. S. 666, the United States Supreme
Court, upon the motion of the Attorney General of Wisconsin and
the members of the Banking Commission of that State, dismissed the
writ of certiorari to the United States Circuit Court of Appeals for
the Seventh Circuit in First Federal Savings and Loan Association of
Wisconsin v. Loomis et al., 97 F. (2d) 831 (1938). With this dismissal,
the decision of the Circuit Court of Appeals, upholding the constitu-
tionality of the provisions of Section 5 of the Home Owners’ Loan
Act of 1933 for the chartering and operation of Federal savings and
loan associations, has become final.

The origin of the case dates back to July 1936, when the State
Attorney General and the members of the Banking Commission
petitioned the Supreme Court of the State for leave to file in that
court an original proceeding in the nature of quo warranto against
the association and its directors, alleging that the defendants were
illegally conducting a building and loan business in the State without
complying with the Wisconsin laws in regard to the organization,
incorporation, and operation of building and loan associations.
Thereupon, the association filed suit in the United States District
Court for the Western District of Wisconsin against the Attorney
General and the members of the Banking Commission, reciting,
among other things, that defendants had threatened to bring suit and
had made public assertions that the association was unlawfully
operating in Wisconsin and that Section 5 of the Home Owners’ Loan
Act of 1933 was unconstitutional and void. The bill prayed an
injunction to restrain defendants from interfering with the association
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and a declaration that the latter had a lawful right to transact business
in the State.

The defendants, by their amended answer, substantially admitted
the facts alleged, but contended that Section 5 was unconstitutional
and beyond the powers of Congress, that the plaintiff association was
therefore not legally organized or incorporated, and that it was doing
business in Wisconsin without right and in contravention of the laws
of the State. The District Court, after hearing the case without
testimony, on the association’s motion to strike the amended answer,
held Section 5 to be constitutional and enjoined the defendants from
interfering with the transaction of business in Wisconsin by the asso-
ciation (First Federal Savings and Loan Association v. Finnegan et al.,
19 F. Supp. 678 (1937).) This decision was affirmed by the Circuit
Court.

In the opinion rendered by the majority of the Circuit Court, it
was held that the provision of Section 5 that Federal savings and loan
associations shall act as fiscal agents of the United States when desig-
nated by the Secretary of the Treasury, and may act as agent for any
other instrumentality of the United States when designated by such
instrumentality, brings such associations within the implied power of
Congress to create financial corporations as fiscal agents of the Govern-
ment. This power, the court stated, has been recognized so often—
beginning with MeCulloch v. Maryland, 4 Wheat. 316, and continuing
through Smith v. Kansas City Title and Trust Company, 255 U. 8.
180—that it must be regarded as a settled matter. The majority
opinion also expressed the view that Section 5 is sustainable under
the general welfare clause of the Constitution. After referring to
recent cases in which the Supreme Court upheld the validity of certain
provisions of the Social Security Act under the authority of Congress
to expend money for the general welfare, the majority opinion stated:
“To our mind the preservation of home owners and the promotion of
a sound system of home mortgage is none the less national in scope
than the-provisions for the unemployed and the aged. Its scope, as
affecting the welfare of the Nation as a whole, is of equal importance.
To say that Congress has the authority to make provision for one class
but not the other is to make a distinction justified by neither logic nor
common sense. 'The problem presented in one case is no less national
in its aspect than that presented in the other.”
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Federal Savings and Loan Insurance
Corporation

PROGRESS OF INSURANCE PROTECTION

Durina the fiscal year 1939, the Federal Savings and Loan Insurance
Corporation has made further progress in extending protection to
investors in thrift- and home-financing institutions. From July 1,
1938, to June 30, 1939, the number of savings and loan associations
insured by the Corporation inecreased from 2,015 to 2,170. Of the
latter number, 1,383 were Federal savings and loan associations,’
and 787 State-chartered savings and loan associations,

During the year, new insurance certificates were issued to 176
institutions, with assets of approximately $138,000,000. Of these
newly insured associations, 138 were State-chartered institutions,
and 38 were institutions operating under Federal charter. In the
same period, 21 insured savings and loan associations discountinued
operations as independent institutions through merger or liquidation.
As a result, there was a net increase of 155 insured institutions
for the year. '

Exhibit 42 presents the number and the approximate assets of
insured associations as well as the number of private investors holding
repurchasable shares in these institutions, as of June 30, 1939, by
Federal Home Loan Bank Districts and by States. The total assets
of insured savings and loan associations rose from $1,978,000,000 to
$2,339,411,000 during the year—an increase of 18 percent. The
number of private investors holding accounts in insured institutions
increased from 1,832,764 to 2,236,043 or by 22 percent. Kach of
these investors is protected by the Corporation against loss of his
savings and credited earnings to a2 maximum of $5,000.

The large majority of insured investors are small savers who have
accumulated moderate sums in thrift- and home-financing institutions
to provide reserves for a “‘rainy day” or funds for the acquisition of a
home. On June 30, 1939, the average account per private investor in
insured savings and loan associations was $741.

1 The difference between the 1,383 Federal savings and loan associations reported as insured and the 1,386

Federal savings and loan associations reported as chartered is due to the lapse of time between the issuance
or withdrawal of Federal charters and the issuance or withdrawal of insurance certificates.
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The extent of insurance protection afforded by the Federal Savings
and Loan Insurance Corporation is indicated by the fact that on
June 30, 1939, more than 55 percent of the total number of member
savings and loan associations of the Federal Home Loan Bank System
wereinsured. These associations held approximately 60 percent of the
total assets of savings and loan members of the Bank System. In
many parts of the country, the majority of sound, eligible thrift-
and home-financing institutions now offer their investors insurance

CuarTr XXXII
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protection against loss; in 23 States, more than 75 percent of all
savings and loan members of the Federal Home Loan Bank System
were insured by the Federal Savings and Loan Insurance Corporation

as of June 30, 1939.2
As the insurance program proceeds, a larger percentage of applicant
associations are found to be in need of improvement in financial
condition or management before they are able to meet the eligibility
requirements of the Corporation. In a few areas, particularly, a
substantial amount of reorganization work will be necessary before
the insurance of share investments by the Corporation can be extended.
In these areas, there are still considerable numbers of associations
3 For a comparison of savings and loan members of the Federal Home Loan Bank System with associations

insured by the Federal Savings and Loan Insurance Corporation. by Bank Districts and by States, see
Exhibit 43,
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which, as a result of the depression, are burdened with excessive
holdings of real estate and other assets of doubtful quality, and which
therefore cannot qualify for insurance of accounts at the present
moment. Naturally, the solution of the involved problems of
associations in need of reorganization requires time and effort. This
results in a less rapid increase in the number of insured associations
than was the case in the early years of the Corporation’s history.

COMMUNITY PROGRAMS

In the last fiscal year the Federal Savings and Loan Insurance Cor-
poration, in cooperation with the Federal Home Loan Banks and
State supervisory authorities, has devoted much attention to the alle-
viation of conditions which prevent home-financing institutions in
certain parts of the country from operating normally, For several
areas where fundamental improvements are necessary, community
programs have been developed with a view to providing an over-all
solution of the savings and loan situation.

These programs are based on a review of general economic and
real estate conditions in the community, a determination of the need
for savings and bhome-financing facilities, and a survey of the condi-
tion of existing savings and loan associations. Based on these anal-
yses, the programs provide for the voluntary or involuntary liquida-
tion of associations which should be discontinued, for the merger of
weak or small associations, for reorganizations in various forms, and
for the ultimate insurance of accounts of eligible associations.

In some areas, the execution of community programs has progressed
steadily and has brought about a substantial rehabilitation of the
local savings and loan industry. In other areas, the development of
community programs is under way and will result, in the near future,
in the insurance of an appreciable number of sound associations.

An example of a well-rounded community program for the reha-
bilitation of the entire local savings and loan industry is that for the
city of New Orleans. At the close of 1934, when the New Orleans
program was formulated, there were 53 associations with assets of
$87,386,000 operating in the city. As a result of a rehabilitation
program executed by the State supervisory authorities in collabora-
tion with the Insurance Corporation, there remained 32 associations,
which on June 30, 1939, had aggregate assets of $57,563,000. All
these associations have been insured by the Federal Savings and Loan
Insurance Corporation. The beneficial effects of a program such as
this are clearly evident in the operating statistics of the present New
Orleans associations. From July 1, 1938, to June 30, 1939, the aggre-
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gate assets of these associations increased by 8.17 percent, and their
total private repurchasable capital rose by 13.06 percent. The com--
bined volume of mortgage loans made by the associations in that
period amounted to $11,797,000, and they accounted for two-thirds of
all nonfarm mortgages of not more than $20,000 recorded in this
lending area. The situation today is in sharp contrast to /th'ét exist--
ing in 1934 when virtually all associations in the city were on a
restricted basis with respect to the payment of withdrawals, home--
financing activity was at a standstill, and many associations were in
imminent danger of going into receivership.

In the city of Milwaukee where there has been developed a compre-
hensive program of rehabilitation and insurance, 25 associations were
insured as a group in June 1939. These associations had not been
operating normally in the payment of withdrawals and it was there-
fore felt that simultaneous insurance would do much to foster confi-
dence. In the first few weeks following insurance, this group of 25
associations, far from being overwhelmed with withdrawal demands,
actually recorded substantial net gains in private capital investments.

In Baltimore, Chiéago, and Philadelphia, city-wide programs to
rehabilitate the local savings and loan industry are in various stages .
of progress. Of these, the Chicago program is perhaps nearest to
completion. When this program was originally drawn up, there
were 256 associations with combined assets of approximately
$105,569,000 operating in the Chicago area. Many of these associa-
tions were small neighborhood institutions under part-time manage-
ment and barely able to operate profitably. As of June 30, 1939, the
Federal Savings and Loan Insurance Corporation had insured 89 in- -
stitutions with assets of $79,739,000, and there remained 54 associa-
tions, with total assets of $21,234,000, which appeared to be insurable
either as independent institutions or on a merger basis, Estimates .
as of June 30, 1939, indicate that at the conclusion of the Chicago
program there will be approximately 125 active associations with
combined assets of about $100,000,000, all of which will be sound,
normally operating institutions with the majority insured by the
Federal Savings and Loan Insurance Corporation.

In the State of New Jersey the Insurance Corporation has coop- -
erated in the development of rehabilitation programs for some 64
communities. As of June 30, 1939, there were 56 insured associa- -
tions in that State; a substantial number of these institutions repre--
sent mergers or consolidations of two or more associations. As the
execution of community programs continues, a further increase in the
number of sound insured associations in New Jersey is expected.
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ELIGIBILITY REQUIREMENTS

*On June 30, 1939, there were 222 applications for insurance of ac-
counts pending. Of these, 30 were undergoing examination in Wash-
ington, and 192 were awaiting action in the field, divided as follows:
-conditionally approved cases, where the applicant association had
not yet complied with previously imposed requirements, 166; await-
ing field examination, 19; and deferred or in suspense, 67 cases.

As a protection to the Government, which has provided its capital
stock, and as a safeguard to the investing public and to the institu-
-tions which are already insured, the Federal Savings and Loan Insur-
.ance Corporation maintains minimum eligibility requirements which
must be met before insurance can be obtained by applicant associa-
tions. Through these requirements, which are based on the best
‘practices developed by the industry itself, the general quality of
management and operations of the savings and loan business through-
out the country has been raised substantially.

As efficient management is a prime requisite to the continued suc-
ccessful operation of a financial institution, the Corpeoration requires
in general that full-time executive management be provided. Under
modern conditions the growth and development of an association in
a4 measure commensurate with the opportunities in its community
usually demand the full time and attention of an association’s man-
agement. Full-time executive management also tends to eliminate
the combination of savings and loan management with that of other
businesses such as real estate, insurance, or the practice of law—a
welic in many parts of the country of the early days of the savings and
loan industry. Where necessary, 1mprovement in the quality of
management is a condition for the insurance of accounts. In re-
-organization cases, the Corporation requests changes in management
and directorate whenever this is dictated by the past record of opera-
tions.

The Corporation urges insured associations in all but the smallest
commmunities to establish full-time office quarters in a location com-
mensurate with the needs of a financial institution, and desires that
such offices be dissociated from any other business enterprise. For
obvious reasons, the Corporation insists in every case that the insured
association shall not share space with any savings and loan association
or other financial institution accepting funds from the public not
insured by the Corporation itself or by the Federal Deposit Insurance
Corporation.

Another requirement of the Corporation, designed to strengthen
public confidence, is the elimination of unpaid withdrawals and
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maturities and the submission of evidence that the applicant associa-
tion will be willing and able to meet withdrawal demands promptly.
As membership in the Federal Home Loan Bank System is the best
assurance of an association’s ability to meet unusual cash require-
ments, membership in the Bank System is regarded as desirable for
all associations applying for insurance.

The Corporation advocates the adoption by insured associations of
a few uniform, basic types of share investments. In past years
there was a tendency among savings and loan associations in certain
parts of the country to offer installment savings facilities exclusively
and to refuse lump-sum investments. In other sections so many
different types of share accounts were made available to investors
that the public was confused. In its requirements relative to forms
of security, the Insurance Corporation has endeavored to take a middle
course between these extremes. It has encouraged the use of simple
types of share accounts providing opportunity for lump-sum invest-
ments and for installment payments, either regular or optional.

The Corporation requires that all forms of security issued by an
insured institution shall be approved by the Corporation and shall
not contain any language which might in any way serve to confuse
or mislead investors. The Corporation encourages all insured asso-
ciations either to eliminate penalties for withdrawals of share invest-
ments or at least to adopt a reasonable dividend-retention schedule
which will not work an undue hardship on the withdrawing investor.

SUPERVISION

As a means of protecting its own interests as well as those of the
insured investors, the Federal Savings and Loan Insurance Corpo-
ration exercises close supervision over insured institutions. This
supervision extends not only to the annual examination and audit
of each insured savings and loan association and to matters of statute
and regulation, but includes constant study of the progress of each
insured institution through an analysis of monthly reports and
through personal contacts of the officers of the twelve Federal Home
Loan Banks, who act as agents of the Insurance Corporation in their
respective Districts.

While its immediate purpose is to discover unhealthy trends in the
operation of insured institutions and to bring about remedial steps
before such trends impair the safety of insured investments, supervi-
sion attempts at the same time to develop to the maximum degree
the usefulness of savings and loan associations to their communities.
It undertakes to assist local management with respect to sound
lending and savings plans and progressive and efficient business
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practices. The Federal Home Loan Banks which, through their
close observation of the operations of hundreds of institutions in
each District, have become a storehouse of experience in this field,
are doing a great deal of consultation work designed to improve the
operations of insured institutions. In a number of Federal Home-
Loan Bank Districts, operating budgets have been developed for
associations of various sizes to assist in cost analyses and control.
'With the cooperation of the Insurance Corporation, the Federal Home
Loan Banks have also helped in the development of effective adver-
tising methods and in the organization of joint advertising cam-
paigns by groups of insured associations in the same community or
area.

Federal savings and loan associations are examined annually by the
Examining Division of the Federal Home Loan Bank Board. For
State-chartered insured institutions, joint examinations by the Exam-
ining Division of the Bank Board and the State supervisory authorities
are conducted in all but fifteen States. This should result in keeping
the cost and inconvenience of examination to such institutions at a
minimum,

As was mentioned in an earlier part of this report,® the cost of
examinations conducted by the Examining Division of the Federal
Home Loan Bank Board was reduced materially during the fiscal
year 1939.

SETTLEMENTS

During the reporting period, the Federal Savings and Loan Insurance
Corporation completed three settlements, which brought the total
number of settlements since its creation to seven. On June 30, 1939,
there were three additional cases pending.

In all cases hitherto settled, the Corporation has acted under the
authority given by Section 406 (f) of the National Housing Act as
amended, which reads:

“In order to prevent a default in an insured institution or in order to restore
an insured institution in default to normal operation as an insured institution,
the Corporation is authorized, in its diseretion, to make loans to, purchase the
assets of, or make a contribution to, an insured institution or an insured institu-
tion in default; but no contribution shall be made to any such institution in an
amount in excess of that which the Corporation finds to be reasonably necessary
to save the expense of liquidating such institution.”

In three of the seven cases settled up to June 30, 1939, the asso-
ciations, with the aid of cash contributions by the Corporation, liqui-
dated voluntarily, paying all insured investors in cash immediately.
In two instances, the associations, with the assistance of a cash con-

2 Section I, p. 18.
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tribution by the Insurance Corporation, continued operation under
new management, and in the remaining two instances, the impaired
associations after restoration of their assets were merged with other
insured institutions in the community.

There follows a brief description of the three cases settled during
the fiscal year 1939:

Because of poor management and large real estate holdings, a converted Fed-
eral savings and loan association in an eastern State encountered serious difficul-
ties resulting in an impairment of capital. After a thorough examination of the
association, the Insurance Corporation determined that continued operation of
the association under new management was desirable both from the standpoint
of the association’s investors and the savings and loan business as a whole, and
that the needed contribution was less than the cost of liquidation. The Corpo-
ration made a contribution of $34,083.97 to restore the capital of the institution
and interested a progressive group of citizens in serving as directors of the asso-
ciation. In the six months following the settlement, the assets of the association
more than doubled in size, and the association, under new management, has
become an important factor in the thrift and home financing activity of the
community. That portion of the contribution not needed to cover losses realized
in the liquidation of undesirable assets is subject to return to the Corporation.

Appraisals of real estate owned by a State-chartered insured institution in a
northeastern State reflected an impairment of capital. In cooperation with the
State supervisory authority, a plan of merger with a near-by insured State-
chartered institution was developed. Upon determination by the Insurance Cor-
poration that a cash contribution to restore the association’s capital was more
desirable and less expensive than liquidation, the Corporation made a contribu-
tion of $5,000 toward the restoration of the impaired capital of the association.
"The latter thereupon merged into the neighboring institution.

A similar settlement was effected for another State-chartered savings and loan
association in the Northeast, in which a considerable impairment developed
because of poor management and a decline of real-estate values in the commu-
nity. A detailed audit of the association and a study of the local situation re-
vealed that the most desirable and the least expensive method of settlement was
restoration of the association’s capital and merger into a strong well-managed
Federal savings and loan association in the same community. A contribution
-of $246,905.35 was thereupon made to the association, and after conversion of
the association to Federal charter, the merger was effected. It was agreed that
the portion of the contribution ultimately not required to absorb losses is subiect
40 return to the Corporation and if losses are greater than anticipated, the Cor-
poration will make further contributions to a maximum of $104,629.36, upon
approval of its board of trustees.

Contributions made during the fiscal year 1939 totaled $285,989.32.
Aggregate gross contributions since the begmnmg of operations to
June 30, 1939, were $390,834.82, part of which is subject to recovery
in the liquidation of assets. Recoveries of $4,752.74 have already
been realized and returned to the Corporation prior to June 30, 1939.
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OPERATIONS OF THE INSURANCE CORPORATION

With the growth in private capital of institutions already insured and
the increase in number of insured associations, the potential liability
of the Corporation rose from $1,400,000,000 on June 30, 1938, to
$1,725,000,000 on June 30, 1939. These figures represent the aggre-
gate amount of all insured share accounts (up to $5,000) and the
total creditor obligations of all insured institutions. It is inconceiv-
able that the potential liability should all become real, since this
could be occasioned only by the failure of every association with no
recovery from any asset. KExperience has proved that under any but
the most abnormal conditions, savings and loan failures are relatively
few, and that in the event of failure, a substantial return from the
assets may be safely anticipated. On June 30, 1939, the combined
net assets of insured associations exceeded the total potential liability
of the Corporation by more than $600,000,000.

Against the potential liability, resources of the Corporation on
June 30, 1939, totaled $119,400,262, or $1 for each $14 of potential
liability. In addition to its capital stock of $100,000,000 provided
by Congress and subscribed for by the Home Owners’ Loan Corpo-
ration, the Insurance Corporation on June 30, 1939, had a surplus of
$2,439,857, a reserve fund as provided by law in the amount of
$3,843,487, and a special reserve for contingencies of $12,000,000. As
in prior years, all income above expenses was placed in the reserves
of the Corporation, and contributions for the settlement of insurance
cases were deducted from the reserves.

The capital of the Corporation is invested in Government-guaran--
teed bonds of the Home Owners’ Loan Corporation. Reserve funds
are invested primarily in United States Treasury bonds, with the
remainder in Home Owners’ Loan Corporation bonds and in obliga-
tions of the Reconstruction Finance Corporation and the Commodity
Credit Corporation.

The Corporation operates on the principle of mutual insurance.
Each insured institution pays an annual insurance premium of % of 1
percent of the total of its insurable accounts plus all creditor obliga~
tions. The annual payment approximates 11 cents for each $100 of
assets of the institution.

The premium income of the Corporation during the fiscal year 1939
totaled $2,291,893 ag compared with $1,881,450 during the preceding
fiscal year. . As a fair contribution to the already accumulated reserves
of the Corporation, the institutions which were newly insured during
the fiscal year 1939 paid an admission fee equal to 4 cents for each $100
of the aggregate amount of all accounts of an insurable type and
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creditor liabilities. Admission fees aggregated $45,353 as against
$65,927 in the preceding year.

During the fiscal year 1939, interest earned on investments totaled
$3,367,432 as compared with $3,262,774 in the preceding year. In-
cluding miscellaneous items, the aggregate income of the Corpora-
tion during the year was $5,729,377, an increase of $519,121 over the
preceding period. Administrative expenses were $213,122, including
$69,197 for services rendered to the Corporation by the Federal Home
Loan Bank Board; and nonadministrative expenses, representing in
the main expenses for travel, special examinations, attorneys’ fees,
and other expenses in connection with settlement cases, totaled $9,873.
This compares with total expenses, administrative and nonadministra-
tive, of $192,848 in the preceding fiscal-year period.

Exhibits 44, 45, and 46 present detailed statements of financial
condition and of income and expense during the fiscal year 1939.

On June 30, 1939, the Corporation’s personnel numbered 39 as
compared to 41 one year before. This decrease was due to internal
adjustments with the Federal Home Loan Bank Board and does not
reflect any reduction in work load. In addition to its own staff, the
Corporation has available the facilities of the general service divisions
under the Federal Home Loan Bank Board, the members of which
also act as trustees of the Corporation. In return for these services
the Corporation shares in the general expenses of the Bank Board as
indicated above. This arrangement has helped to keep administra-
tive expenses of the Insurance Corporation at the lowest possible level,

OPERATIONS OF INSURED ASSOCIATIONS

The value of insurance of accounts to home-financing institutions is
reflected in the substantial progress of insured savings and loan
associations. In general terms, this progress is revealed in Chart
XXXIII showingt he trend of “‘entering assets’” and ‘““present assets’
of insured associations from the beginning of operations to June 30,
1939. The dotted line on the chart represents the assets as of the
date at which insurance was granted; the addition of these entering
assets yields a cumulative total at the end of each month. The solid
line represents the total amount of assets of insured associations at
the end of each month. The spread between the two lines indicates
the gain in assets of insured institutions after insurance of accounts
was obtained.

To provide an accurate account of the growth of associations insured
by the Federal Savings and Loan Insurance Corporation, a special
study has been made tracing over two years—from December 31, 1936,
to December 31, 1938—the operations of associations that had been
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insured up to December 31, 1936, eliminating the institutions insured
after that date and those which were involved in mergers. The
results of the study show that during the two-year period, the total
assets of 1,383 identical associations increased by 28 percent. Their
private repurchasable capital rose by 29 percent, and their first-
mortgage holdings, by 40 percent.

Cuart XXXIII
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Increase in selected balance sheet items of 1,383 identical insured savings and loan
associations, Dec. 31, 1938, compared with Dec. 31, 1936

Amounts Percent
increase
n2
Dec. 31, 1936 | Deec. 31, 1938 years

Total assets...__.. : $1,145, 341,000 | $1, 461, 571, 600 28
Fu:st mortgages held ..o iiiiceaae 816, 751,600 | 1,144, 514, 500 40
Private repurchasable capital 756, 664, 000 974, 526, 300 29

One of the causes of the success of savings and loan associations
which have obtained insurance of accounts is the cumulative effect
of insurance. A survey made for all associations insured up to the
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close of 1936, grouped by year of insurance, evidenees elearly that the-
benefits from insurance of accounts to the institutions themselves are-
intensified in proportion to the length of time during which insurance:
has been in force. These benefits are mainly refleeted in larger
numbers of investors and increased amounts of private share capital.

Growth of private investments in all associations insured through Dee. 31, 15536‘,.
during the two-year period 1937-38

. Increase in | Increase in
Year of insurance private private share
investors capital
Associations insured m— Percend Percent
106 e e eam 15.3 16.2
e U P U OIS 28,1 27. 5+
1B L e 60. 1 85.7

Those associations which had obtained insurance in 1936 showed a
gain in private investors and private capital by about one-sixth during-
the two-year period under consideration. Those associations which
received their insurance certificates in 1935 reported an increase by
more than one-quarter during the same two-year period, and the-
associations insured in 1934 recorded the largest gain. All together,.
the 1,529 institutions included in this survey opened new accounts
for more than a third of a million investors, and they increased their-
private share capital by approximately $260,000,000 during 1937 and
1938. Exhibit 47 shows the average increase in private repurchasable-
capital for these institutions, grouped by year of insurance and by
Federal Home Loan Bank Districts.

Exhibits 30 and 31 present a summary of combined balance sheet-
items for Federal savings and loan associations as well as State--
chartered insured associations, as of December 31, 1937, and
December-31, 1938. At the close of 1938, private investments in all.
insured associations totaled close to $1,500,000,000, and Government
investments aggregated $258,036,000. During the year, the ratio of”
Government investments to total resources of insured associations
decreased from 14.3 to 12.1 percent, and the ratio of private invest-
ments to total resources increased from 68.0 to 70.6 percent-—another-
reflection of the substantial flow of private money into insured asso-
ciations.

With the growth in resources, insured savings and loan associations-
during the fiscal year 1939 were able to lend substantial amounts on
mortgages. All together, the estimated volume of mortgage loans-
made by insured associations from July 1, 1938, to June 30, 1939, was
$487,208,000, or approximately 56 percent of the total amount of
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-mortgage loans written by all savings and loan associations during
that period.

INSURANCE AS A FACTOR IN REHABILITATION-

Apart from its general effect on the restoration of confidence in home-
financing institutions, insurance of accounts has become an important
factor in the rehabilitation of those savings and loan associations
which—in consequence of the general financial crisis in the early
Thirties—required reorganization. As institutions which for some
time are inactive become a drag on the sound associations in their
respective communities, the rehabilitation efforts of the Federal Sav-
ings and Loan Insurance Corporation will ultimately enhance the
stability and progress of the savings and loan industry as a whole.

Before the establishment of the Federal Savings and Loan Insurance
‘Corporation, correction of unsound conditions of savings and loan
associations by reorganization was seldom attempted. With a few
-exceptions, those associations which became impaired, or burdened
with excessive real-esiate holdings and other bad assets, had to go
into voluntary or involuntary liquidation—a procedure which was
-costly and cumbersome, and generally produced unsatisfactory results
Hfor the members.

With the aid of insurance of accounts, savings and loan associations
were able to undertake effective reorganization measures in a large
-number of cases. As soon as the advantages of insuraunce of accounts
-were understood by the general public, shareholders of associations
-which had become involved in financial difficulties of various kinds
evidenced a willingness to support sound reorganization assuring
normal operations.

From the beginning of operations through June 30, 1939, the Federal
‘Savings and Loan Insurance Corporation has been instrumental in
-effecting reorganization with subsequent insurance of accounts in the
-case of 284 savings and loan associations, with aggregate assets of
$338,636,000 prior to reorganization. Of this number, 177 associa-
‘tions underwent segregation of assets, 43 accomplished capital reor-
-ganization through write-down, and 64 strengthened their reserves
by means of pledge of shares.

In general, segregation of assets has been used where the association
is burdened with an excessive proportion of slow assets; write-down
where there is a moderate amount of capital impairment coupled with
.an otherwise sound asset picture; and pledge of shares where too small
a margin of free reserves is indicated without actual impairment of
«capital. ‘
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Of the various forms of reorganization, segregation of assets has to
date been the most common. Under this method, the assets are
divided into acceptable and unacceptable groups with a corresponding
division of liabilities. As a rule, all real estate owned, slow mortgage
loans, funds in closed banks, and other assets of a questionable quality
are segregated for eventual liquidation.

In the majority of earlier segregations undertaken with the co-
operation of the Insurance Corporation, the unacceptable assets were
transferred to liquidating trustees or specially chartered corporations.
However, many associations which have undergone reorganization in
the past year or two have followed the procedure of transferring the
good or acceptable assets to a new association organized specifically
for that purpose. Immediately upon completion of the transfer, the
newly organized association receives insurance and is ready for normal
operation. The old association which retains the unacceptable assets
goes into formal liquidation. The method of transferrirg acceptable
agsets to a completely new association facilitates the process of re-
habilitation, since it dissociates the new association from the old insti-
tution which ran into difficulty. The new insured association is,
therefore, in a much better position to attract savings from the general
public and to operate normally.

Through such segregation of assets, only the form of the members’
investment is changed. Investors receive, to the total amount of their
accumulated savings and profits, share certificates in the new associa-
tion and certificates of interest in the old liquidating corporation.
They gain, on the other hand, by having such portion of their invest-
ments as is transferred to the new association insured and withdraw-
able, while previously their funds were entirely frozen.

As a result of its experience over the past five years, the Federal
Savings and Loan Insurance Corporation now seldom, if ever, gives
its approval to a plan of reorganization contemplating a division of
share liability on anything less favorable than a fifty-fifty basis. In
many cases it has been possible to raise the original segregation ratio,
based on the division of assets, by loans from the Reconstruction
Finance Corporation and other sources, secured by the collateral
available in the liquidating corporation. The cash proceeds of such
loans are transferred to the new association together with the sound
loans and other acceptable assets, but the liability for the loan remains
in the old association going into liquidation. This procedure permits
a material increase in the proportion of share investments which can
be transferred to the new insured institution.

The experience of associations undertaking segregation of assets as a
means of qualifying for insurance generally has been very satisfactory.
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The 177 institutions which have been insured following segregation
had combined assets of $104,155,000 immediately after segregation.
As of June 30, 1939, however, this group of associations had total
resources of approximately $133,262,000, reflecting an average growth
subsequent to segregation and insurance of approximately 28 percent.

In contrast to segregation, reorganization through write-down of
share capital is a relatively simple matter. In such cases, it merely
becomes necessary to determine the actual extent of existing impair-
ment and the amount of additional free reserves which should be pro-
vided in the light of the quality of the particular assets in question.
To judge from the experience of the Insurance Corporation, this form
of reorganization is desirable only if the amount of required write-
down does not exceed 15 or 20 percent of outstanding capital. Where
any greater reserve deficiency exists, segregation has been found to
represent a more satisfactory solution.

In securing the shareholders’ approval for write-down of capital,
little difficulty has been encountered once the situation has been fully
explained to them. In most cases, the amount of the write-down is
equivalent to no more than the dividends declared on shares during
the preceding two or three years. As compared with the expense of a
long drawn out liquidation or the tying up of a substantial portion of
all accounts as a result of segregation, the advantages of an immediate
write-down to eliminate the difficulties, once and for all, are quickly
apparent.

The 43 associations in various parts of the country which were
insured following write-down of capital have shown an excellent recov-
ery from the effects of reorganization. As a group, these institutions
had total resources of approximately $44,603,000 immediately after
reorganization. In the interval between the time of reorganization
and June 30, 1939, their aggregate assets have grown to $60,132,000—
an increase of about 35 percent.

Where the capital of an association applying for insurance is found
to be unimpaired, but the margin of free reserve after allowance for all
indicated losses is too narrow in relation to the quality of the institu-
tion’s assets, readjustment of the capital structure through pledge of
shares often provides a satisfactory solution. In most instances the
amount of the required pledge is not large in relation to the total
amount of capital outstanding and it is often possible for the directors
and officers themselves to set up the pledge out of their own holdings,
thus making it unnecessary to disturb the main hody of shareholders.

Under this procedure, a group of shareholders, either officers or
directors or interested individuals not connected with the manage-
ment, pledge all or a portion of their share investments as a guarantee
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to the association against losses of any and all kinds which may exceed
available reserves. ' The shares so pledged are ordinarily placed in
escrow with the Federal Home Loan Bank serving the area in which
the association is located.

The pledge and escrow agreement always contains a clause providing
for the release of the shares pledged when certain stated conditions
have been met. Ordinarily, the condition for release is based upon
the transfer to reserves of a predetermined amount out of future earn-
ings. Occasionally the release is made contingent upon a stated in-
crease in the percentage of free reserves to net assets. In practically
all cases, moreover, there is a further provision in the agreement for
release of the pledge at the discretion of the Insurance Corporation if
the condition of the association as disclosed by any regular or special
supervisory examination appears to justify such action. In some cases
where anticipated net earnings are unduly low, the pledge agreement
may also contain a waiver of dividends on the part of the holders of the
escrowed shares.

The 64 associations which have been insured following pledge and
escrow of share capital had combined assets of $64,515,000 at the time
of reorganization. Since that time to June 30, 1939, their resources
have grown to $77,418,000—an increase of approximately 20 percent.

Rehabilitation of savings and loan associations in the last few years
has been assisted by the investment of Government funds in shares of
such associations. As pointed out in other sections of this report, the
Home Owners’ Loan Corporation was authorized in 1935 to invest up
to 300 million dollars in the shares of savings andloan associations
which are members of the Federal Home Loan Bank System or which
are insured by the Federal Savings and Loan Insurance Corporation.
These investments were designed to assist in the rehabilitation of the
country’s home-financing structure. In the summer of 1937 when
such investments by the Home Owners’ Loan Corporation had reached
approximately 200 million dollars, the Federal Home Loan Bank Board
determined that in order most effectively to utilize the remaining 100
million dollars, further investments should be restricted to such asso-
ciations as were most in need of new capital, either by virtue of their
own condition or because of the situation in their communities.

A substantial fund was thus set aside for assistance to those asso-
ciations which, in order to qualify for insurance of accounts, must
undergo reorganization. In such cases, share investments by the
Home Owners’ Loan Corporation, immediately following upon reor-
ganization and insurance, accelerate the process of reconstruction by
enabling the associations to resume active lending operations at a
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time when they might otherwise be forced to conserve all their cash
Tesources as a reserve against anticipated withdrawal demands.

In all rehabilitation cases completed up to now, advances from the
Federal Home Loan Banks and the proceeds of collateralized loans
from the Reconstruction Finance Corporation or other sources have
provided sufficient liquidity to meet even the heaviest withdrawals
immediately after reorganization and insurance. In most instances,
the initial critical period of shrinkage has been followed by a rapid
reestablishment of confidence and an influx of new funds in substantial

volume.
PROPOSED FEDERAL LEGISLATION

As part of the legislative program supported by the Federal Home
Loan Bank Board, a series of amendments to Title IV of the National
Housing Act governing the operations of the Federal Savings and
Loan Insurance Corporation has been proposed. The principal items
include the following changes:

1. Reduction of insurance premium.—The amendments provide that
the present premium rate of one-eighth of 1 percent per year shall be
reduced to one-twelfth of 1 percent. The lowering of interest rates
on home mortgage loans in the last few years has narrowed the mar-
gin on which thrift and home-financing institutions operate to such
an extent that the cost of insurance is an item of appreciable import.
A reduction of the premium rate would therefore appear to be desir-
able. Although it is difficult to measure precisely the premium rate
required for sound operation of the Insurance Corporation, the pro-
posed reduction would seem to be justified in the light of past experience.

Under the present law, the Federal Savings and Loan Insurance
Corporation may assess annually an additional one-eighth of 1 per-
cent to cover losses and expenses. 1t is proposed to reduce this power
to assess, which heretofore has not been used, likewise to a rate of
one-twelfth of 1 percent.

2. Dividends of the Insurance Corporation.—At the present time the
Insurance Corporation is required to pay a cumulative dividend of
3 percent on its capital stock, which was subscribed for by the Homeé
Owners’ Loan Corporation. The amendment would change this 3-
percent cumulative dividend to a noncumulative dividend payable
only after the 5-percent statutory reserve of the Insurance Corpora-
tion has been established. Until adequate and substantial reserves
have been accumulated, the payment of dividends is unsound.

The proposed amendment would not mean that the Corporation
would be wholly relieved from paying dividends on its capital stock.

It would merely modify the dividend provision so that the Corpora-
183130—39——9
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tion would be required, when the 5-percent statutory reserve has
been accumulated, to pay noncumulative dividends at a rate equal
to the current cost of long-term money to the Government. The
amendment would not cost the Government any money; the funds
would simply be accumulated within the Insurance Corporation to
create the 5-percent reserve, instead of being paid over to the Home
Owners’ Loan Corporation. The reserve belongs to the Government,
which owns, through the Home Owners’ Loan Corporation, all the
capital stock of the Insurance Corporation.

3. Settlements.—In case of default of an insured institution, the
present law gives the insured accountholder the option of accepting
an insured account in another insured association or a settlement
of 10 percent in cash, 45 percent in one-year debentures, and the
remaining 45 percent in three-year debentures. These debentures
are required to be noninterest bearing. Experience has made it
seem desirable to give the Insurance Corporation somewhat more
discretion in the manner of settlement. The proposed amendment,
therefore, provides that the Corporation, in the event of default,
shall make payment of insurance either by tendering to insured
account holders other insured accounts in a going institution in the
same community, or in such other manner as the Corporation may
prescribe.

4, Purchase of Insurance Corporation obligations by the Treasury—
The proposed amendatory legislation provides that the Secretary of
the Treasury shall be authorized to purchase, at his discretion, obli-
gations issued by the Federal Savings and Loan Insurance Corpora-
tion. The reasons for this proposal are similar to those indicated
for the proposed amendment to provide for purchase of Federal
Home Loan Bank debentures by the United States Treasury (see
the report of the Federal Home Loan Bank System, p. 72). This
authorization would be an additional safeguard for the stability
of home-financing institutions in periods of emergency.

5. Termination of insurance—The proposed amendments would
liberalize the provisions of the law in regard to the termination of
insurance. The present law provides that upon voluntary termi-
nation, an institution and its members immediately lose insurance
protection, but must continue to pay a premium for a period of three
years. Institutions which have their insurance protection terminated
by the Corporation because of violations of the statute or regulations
must continue to pay the insurance premium for a five-year period
although only those accounts which were insured as of the date of
termination continue to have the insurance protection for such
five-year period.
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The proposed amendment would provide that insurance shall be
continued for a two-year period and that, whether termination be
voluntary or involuntary, two annual premiums shall be paid in ad-
vance at the time of termination for such continued insurance. The
amendment furthermore requires that notice of termination of insur-
ance be given to insured investors.

STATE LEGISLATION

The Federal Savings and Loan Insurance Corporation has a vital
interest in the manner in which an insured institution which has
gone into default is liquidated, since the only way in which it can
retrieve, at least in part, the amount it has been required to pay
to the insured investors is through such liquidation. In view of this
interest, it is clear that the most adequate protection exists where
the State law provides that the Insurance Corporation shall be
appointed receiver or liquidator. At the beginning of the fiscal
year 1939 only two jurisdictions were regarded as having adequate
laws in this respect. Eight jurisdictions amended their laws during
the fiscal year so as to make them adequate, or at least more nearly
adequate, in this regard.

During the fiscal year 1939, laws which would authorize invest-
ments by savings and loan associations, fiduciaries, banks, savings
banks, insurance companies, or public corporations in the shares
or accounts of State-chartered institutions insured by the Federal
Savings and Loan Insurance Corporation were enacted in 21 juris-
dictions. Similar legislation was enacted in 18 jurisdictions with
regard to Federal savings and loan associations which are also insured
by the Corporation.
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Home Owners’ Loan Corporation

SURVEY OF PRESENT ACTIVITIES

INCE June 12, 1936, when the refinancing operations of the Home

Owners’ Loan Corporation ceased, the activities of the Corporation
have been directed toward two main objectives: to assist as many
borrowers as possible in their rehabilitation and to carry out a pro-
gram of gradual liquidation.

In the first three years of the Corporation’s existence, from June
1933 to June 1936, the Home Owners’ Loan Corporation refinanced
the mortgage loans of 1,017,827 home owners ! in the total amount of
$3,093,450,641. When these loans were closed, the emergency task
of the Home Owners’ Loan Corporation was far from being completed.
The loans were made to home owners in serious distress, and the
refinancing itself was only the first step in the Corporation’s rescue
efforts. In many cases the advantages afforded by the low-cost,
fifteen-year amortization loans of the Corporation were sufficient to
solve the borrowers’ problems. In other cases, however, extensive
assistance has become necessary to aid home owners who—although
their burden had been relieved to some extent—could not even meet
their reduced obligations. True to the intent of the Home Owners’
Loan Act to extend relief to distressed home owners, the Corporation
attempts to acquaint itself with the exact circumstances of the indi-
vidual case whenever accumulating arrearages indicate that the bor-
rower is in serious difficulties, and tries to find a temporary or more
permanent solution as the case warrants. This activity, included in
its “loan service’’ operations, has continued to absorb a great deal of
the Corporation’s attention and will remain an important phase of
its work. In addition, there are supplementary operations such as
the advance of funds to original borrowers for reconditioning, taxes,
and insurance, necessary to assist many of these borrowers as well as
to protect the Government’s investment.

1 The disparity between this figure and the figure of 1,017,948 given in the report for the fiscal year 1938

i8 due to the consolidation of supplemental loans with original loans made to the same borrower so as to
reflect the numbér of origihal borroweérs rather than-the nurmber of original loans made,

125

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



126 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

In this manner, the Home Owners’ Loan Corporation makes avail-
able continued assistance to those of its borrowers who need it. At
the same time, the Corporation is making regular progress in the
recovery of the amounts loaned and in the liquidation of its affairs.
The activities involved in the process of liquidation comprise the
collection of interest and principal on original loan accounts; the
acquisition of properties in those cases where borrowers—despite the
liberal collection policy pursued by the Corporation—are unable or
unwilling to retain their homes; the management, reconditioning,
renting, and sale of such properties; the collection of rents; and the
collection of interest and principal from purchasers of HOLC proper-
ties sold on extended terms of payment (vendee accounts).

STATUS OF BORROWER ACCOUNTS

During June 1939 the records of the Home Owners’ Loan Corporation
showed 798,385 original borrowers in “active status.” ¢ At the end
of June, 27,809 defaulted loans were in various stages of foreclosure
proceedings. Past experience would seem to indicate that a number
of these foreclosures may be withdrawn and the loans reinstated.

Of the 798,385 active borrower accounts, 672,563 were in satis-
factory status, which means that 84.2 percent of all active borrowers
were meeting their loan obligations in a fashion acceptable to the Cor-
poration. More than four-fifths of all active HOLC borrowers in
June 1939 were thus definitely on the way to home ownership free
and clear of debt—a measure of the success with which the Home Own-
ers’Loan Corporation, through its low-cost amortized loans, has assist-
ed home owners who at the time of refinancing were hopelessly unable
to retain their properties. Not only are these borrowers meeting
their interest payments without serious difficulty, but they are also
accumulating substantial equities in their properties.

The group of original borrowers in satisfactory status includes
594,087 borrowers paying on schedule or less than three monthly
installments in arrears, and 78,476 borrowers who are more than three
monthly installments in arrears, but are reducing their delinquency by
regular payments. In view of the fact that on the average more than
fifty monthly installments have fallen due since the beginning of
HOLC operations, the problem of making up arrearages of less than
three months usually presents little real difficulty to the borrower.
Also, when defaulted borrowers are making regular payments for the
liquidation of their arrearages in addition to their current monthly

2 Active accounts include all original borrower accounts on which the ‘Corporation is still making col-

lections. In other words, they represent all original loans less those which have been paid in full and those
foreclosed or authorized for foreclosure.
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remittances, the solution of their problems in the near future can
safely be anticipated.

In June 1939 original borrowers who were in default, that is, more
than three monthly installments in arrears, and not able to liquidate

Cuart XXXIV

STATUS OF ACTIVE BORROWER ACCOUNTS
JUNE 1939
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DIVISION OF RESEARCH AND STATISTICS
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their delinquency, numbered 125,822, representing 15.8 percent of the
total number of active accounts at that date. However, only 9,708
of these cases were classified as imsoluble; in all other cases, efforts
were being made to solve the borrower’s problems with a view to
avoiding foreclosure.

Exhibit 48 presents a classification of the status of borrower
accounts, as of June 30, 1939, by HOLC regions and by States.
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On June 30, 1939, arrearages on all original borrower accounts,
active and inactive, totaled $96,215,518. Of this total, $90,114,198.
was due and unpaid on principal, and $6,101,320 was due and unpaid
on interest.

THE COLLECTION RECORD

In the fiscal year 1939, the Home Owners’ Loan Corporation
collected $101,602,160 in interest and $168,482,399 in principal from
original borrowers, or a total of $270,084,559. This included the
amount of $46,478,954 received during the year for loans paid in full.
Cumulatively to June 30, 1939, the Corporation has collected
$568,332,553 in interest, and $601,002,640 in principal from original
borrowers, aggregating $1,169,335,193. Of this total $125,638,128
represented amounts received for original loans paid in full.

CrAarRT XXXV

COLLECTIONS OF INTEREST AND PRINCIPAL ON ORIGINAL LOANS
CUMULATIVE FROM JULY 1936 TO JUNE 1939

MILLIONS
OF DOLLARS
1,100
]
1,000 ——
900
TOTAL REPAYMENT:
800 EPA SV\‘//
700
P }
€00
// e S
500 L INTEREST——————2= ?-!-‘ -
3 o= -’"'-/
-
400 T
e T
e
300 e P
adem ™ NERINCIPAL REPAYMENTS
- e
200
—
100
1 i 1l L1 L1 || L Ll [ (Y lod 1

oJUN SEP DEG MAR JUN SEP DEC MAR JUN SEP DEC MAR JUN
1936 1937 1938 1939

DIVISION OF RESEARCH AND STATISTICS
FEDERAL HOME LOAN BANK BODARD

Chart XXXV shows cumulative collections of interest and principal
on original borrower accounts from July 1936 to June 1939. As
will be seen from the chart, the curve representing principal repay-
ments crossed the curve of interest payments in February 1939,
indicating that from that date the collection of principal exceeded the
collection of interest. As HOLC loans are based on the direct-reduc-
tion amortization plan, requiring equal monthly payments, the
proportion of principal repayments increases steadily because a
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growing percentage of the borrowers’ monthly payments is being
applied to the reduction of the principal, and the proportion of
interest payments decreases continuously because interest is calcu-
lated on the constantly reducing principal of the loan. Principal
repayments are also accelerated by the inereasing number of original
loans paid in full.

The experience of the Corporation has shown that its record of
collections follows closely the fluctuations of business in.general.
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Whenever employment slackens and family incomes decrease, collec-
tions from borrowers decline. Whenever economic activity improves
and family incomes rise, collections increase. Similarly, the Corpo-
ration’s collection experience varies from one section of the country
to another, depending upon the economic conditions that exist in
the different areas.

In general, the fiscal year 1939 witnessed an improving performance
of borrowers as compared with the preceding year, particularly from
January to June 1939. This is evidenced by the above chart show-
ing by months the ratio to current billings of all payments received
on ‘“‘active” borrower accounts. To indicate the close relationship
between HOLC collections and general economic conditions, the

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



130 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

chart shows also aggregate income payments to individuals as com-
puted by the United States Department of Commerce.

The improving situation of HOLC borrowers during the fiscal year
1939 is also indicated by the increasing number of loans repaid in full.
In that period 18,769 original borrowers were able to retire their
entire indebtedness to the Corporation prior to the expiration of the
loan contract, either by means of their own or by private refinancing.
In the preceding fiscal year such repayments numbered 15,582.

LOAN SERVICE

The collection of interest and principal due the Corporation is a task
of extraordinary proportions. The operations of the Home Owners’
Loan Corporation are unique in their scope as well as in the fact that
it is dealing generally with debtors who were heavily in default.
The hundreds of thousands of HOLC borrowers are spread over the
whole country, and the servicing of HOLC loans, therefore, extends
into the smallest communities as well as into large cities in every
State of the Union. Furthermore, the Corporation is dealing not
with normal mortgage risks comparable to those of private lending
institutions, but with distressed home owners whom it assists in their
rehabilitation. To achieve its purpose as determined by the Home
Owners’ Loan Act, the Corporation gives each delinquent borrower
every available opportunity to work out his problem and makes
certain that it does not foreclose needlessly or prematurely on people
who might still have a chance of salvaging their homes. Also, a
close study of the circumstances of the individual case is necessary
if the Corporation is to guard against a promiscuous granting of
unjustified concessions and if the interests of the Government are to
be adequately protected.

Careful consideration is given to borrowers who are behind in their
payments. In the case of serious default the circumstances of each
individual borrower are studied in detail on the basis of personal
interviews and other information, with a view to bringing the account
to a paid-up status or at least to preventing further arrearages.
Because it is to the best interest of all concerned to keep the borrower
in his home, foreclosure is avoided as long as any possibility remains
of restoring the account to a satisfactory standing. Informal adjust-
ments are made designed to assist delinquent borrowers in the pay-
ment of arrearages and, where warranted, formal agreements have
been concluded since February 1937 in order that borrowers may
reduce accumulated delinquencies in a manner adapted to their
capacity to pay.
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The Home Owners’ Loan Corporation has also liberalized its require-
ments from time to time so as to afford borrowers every reasonable
means of avoiding default. For example, proceeds from the sale of
part of the property securing HOLC loans or from indemnities on
insurance losses may be applied to interest arrearages as well as to a
reduction of the principal indebtedness. Advances are made to
borrowers for the purpose of reconditioning where necessary to make
all or part of the property available for rental, if such additional income
will prevent default. KEven after foreclosure has been authorized, a
payment proposal may be accepted and the foreclosure withdrawn.
For the most needy borrowers, attempts are made to find employment
or to obtain public assistance. All these procedures are designed to
assist home owners who, under more perfunctory and impersonal
methods, would have drifted eventually into foreclosure.

During the fiscal year 1939, the number of active original loan
accounts decreased from 845,284 to 798,385, During the same time,
however, the number of vendee accounts trebled. These accounts
represent purchase-money mortgages and sales contracts on properties
sold by the Corporation. Their steady increase offsets in a large
measure the reduction in the work load resulting from the decline in
the number of original loan accounts.

At the end of the fiscal year 1939, there were 390,410 original
borrowers requiring special servicing attention, equivalent to 49 per-
cent of the total number of original loans serviced. This group
comprised 204,298 borrowers who were more than three monthly
installments in arrears on loan payments, 74,374 borrowers technically
not in default, but representing problem cases, and 111,738 borrowers
not in default on loan payments but delinquent in taxes.

As of June 30, 1939, there were 81,668 original loan accounts which
had been revised to permit liquidation of arrearages over the remaining
life of the loan. Of this total, 43,446 agreements were made during
the fiscal year 1939. The results of such agreements have been grati-
fying. Of the 81,668 home owners with whom extension agreements
were 1n effect, 71,674 or about 88 percent have been able to avoid
default under the agreement, and of the 9,994 borrowers in default,
only 303 were a year or more in arrears on June 30, 1939.

A serious problem with which the Home Owners’ Loan Corporation
is confronted is the handling of taxes coming due on properties securing
its loans. On June 30, 1939, there were 115,579 borrowers in default
on their loan accounts and delinquent in taxes as well. An additional
111,738 borrowers were delinquent in taxes, although not in default
on their loan accounts. While these 227,317 home owners were
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delinquent in taxes an average of less than two years, approximately
10 percent of this number had a considerably greater tax arrearage.

The above figures indicate that in the past many borrowers were
unable to pay up their tax arrearages and at the same time to maintain
the contractual payments on their loan accounts. This situation
naturally tended to jeopardize the security behind the Corporation’s
loans. Furthermore, to obtain information on tax delinquencies the
Corporation had to undertake extensive and costly tax searches. This
experience has resulted in the adoption of a new policy which should
eliminate virtually all tax delinquency and permit considerable savings
both to the home owner and to the Corporation. Under the new
policy the Corporation continues to encourage all borrowers to bring
their taxes current from their own resources; if they are unable to do
80, however, the Corporation advances funds for the payment of taxes,
on behalf of borrowers, to avoid excessive interest and penalties as
well as to protect the Corporation itself against the loss of the security
behind theloan. A procedure has been established whereby borrowers
may avoid future tax delinquencies by depositing monthly with the
HOLC one-twelfth of the estimated annual taxes, and whereby they
authorize the Corporation to pay such taxes, when due, out of the
funds accumulated in this manner. At the close of June 1939 these
arrangements were being made at a rate which indicated that before
the end of the fiscal year 1940 the majority of borrowers delinquent in
taxes will have availed themselves of the plan.

FORECLOSURE EXPERIENCE OF THE CORPORATION

In accordance with the purpose of the Home Owners’ Loan Act, the
Home Owners’ Loan Corporation proceeds to foreclose only as a last
resort after all efforts to prevent the borrower’s default-—described in
the chapter on Loan Service—have failed. This is evidenced by the
fact that the average interest and principal arrearage on original loans
foreclosed during the fiscal year 1939 totaled 18.2 monthly install-
ments at the time foreclosure action was authorized. In other words,
in the average foreclosure case the borrower was delinquent to the
extent of all interest and principal coming due over more than one
yvear and a half. In many cases, the borrower was also in serious
default on taxes.
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The following figures show the percentage distribution of all fore-
closures brought during the fiscal year ended June 30, 1939, by accu-

mulated arrearages prior to foreclosure:
Percent of all cases
authorized and dis-

Arrearages before foreclosure: patched for action

Less than 12 months___ o 21.3
12 to 17 months_ __ e 28. 3
18 t0 283 months_ __ _ __ _ - 27.6
24 months and over.___ _ o ieaan 22. 8

Total . e 100. 0

In 78.7 percent of all foreclosure cases, the arrearage accumulated
prior to foreclosure was 12 monthly intallments or more, and in 50.4
percent of all cases, it was 18 monthly installments or more.

From the beginning of operations through June 30, 1939, the Home
Owners’ Loan Corporation has authorized 189,908 foreclosures on
original loans, of which 18,872 were withdrawn. The net foreclosure
authorizations of 171,036 represent only 16.8 percent of the total
number of original loans made by the Corporation—a ratio which
compares not unfavorably with the experience of private mortgage
lending institutions during the period in question, despite the fact
that in general the HOLC borrowers were in serious financial distress
or default when they obtained their refinancing loans from the Home
Owners’ Loan Corporation. Kxhibit 49 presents, cumulatively, to
June 30, 1939, net {oreclosure authorizations and the ratio of authori-
zations to the total number of original loans, by HOLC regions and
by States.

The chart on page 134 shows the number of foreclosures authorized
by the Corporation on original loans, the number of cases withdrawn,
and the net volume of foreclosure authorizations, by months, from
January 1936 to June 30, 1939.

The chart reveals a characteristic feature of the Corporation’s fore-
closure operations. The bulk of foreclosures was concentrated in the
period from July 1936 to June 1937, when the average age of the loans
was approximately two years. With a mortgage portfolio comprised
entirely of refinancing loans to more than one million distressed home
owners—loans granted over an emergency period of three years—it
was to be expected that the Corporation should have to eliminate a
number of hopeless cases in the early period of operations. Where a
loan was definitely beyond the borrower’s capacity to carry or where
the borrower ignored his obligations, the situation generally was re-
vealed within two years or so after the granting of the loan. Since
the summer of 1937, net foreclosure authorizations have been on a
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much lower level. During the period July 1, 1938, to June 30, 1939,
foreclosure authorizations, after deduction of withdrawals, numbered
32,599 as compared to 40,602 in the fiscal year 1938 and 70,864 in the
fiscal year 1937.
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Foreclosure authorizations on original loans

Foreclo- Foreclo- Net fore- Foreclo- Foreclo- Net fore-

Fiscal year | sures au- |sures with-| closures au- || Fiscal year sures au- | sures with- | closures au-
thorized drawn thorized thorized drawn thorized

6 0 6 76, 896 6,032 70, 864

564 14 550 47,745 7,143 40, 602

27,081 666 26, 415 37, 616 5,017 32, 599

A detailed summary of foreclosures on original loans, by fiscal-year
periods, is presented in Exhibit 50. In addition to properties acquired
through foreclosure, the Corporation has acquired 24,690 properties
by deed in lieu of foreclosure. Where such deeds were taken, the
personal obligations of the borrowers were canceled.

COST OF FORECLOSURE

The Home Owners’ Loan Corporation attempts to keep foreclosure
costs at a minimum. When foreclosure operations began, a fair fee
schedule was developed. Members of the bar were interviewed in
the various States and reasonable fees in accordance with the volume
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of foreclosures were established. A further reduction of foreclosure
costs is dependent on a greater simplification and unification of fore-
closure procedures under the various State laws, and on the elimina-
tion of excessive cost elements in many States.

For a number of years, the Corporation has made extensive studies
of the cost and time of foreclosure. The results of these studies are
given in Exhibit 51. Highest foreclosure costs are found to exist
in those States where foreclosure by court action is the predominant
method. This method is followed in 30 States. Under the power-of-
sale method, used principally by the Corporation in 18 States, costs
are much lower. The foreclosure costs were highest in Illinois,
where the average cost per case was $349.59, and in New York, where
the average cost per case was $280.94. On the other extreme, Maine
and Missouri had an average foreclosure cost of only $21.29 and
$54.08, respectively. These extremes indicate the wide diversity of
foreclosure costs in the various parts of the country.

The average time required to complete foreclosure action likewise
varies considerably among the different States. The time required
from the date foreclosure was dispatched for action until date of
acquisition of title ranges from'36 days in Mississippi to 25 months
and 23 days in Alabama. Again, the period generally is shorter in
those States where the power-of-sale method is primarily used. Re-
demption of foreclosed properties is permitted in 22 States and the
redemption periods range from 6 to 24 months.

Where deeds were obtained in lieu of foreclosure, the total costs per
case were generally lower than in the case of foreclosure. For the
period from December 1, 1937, to June 30, 1939, the approximate
total cost of deeds in lieu of foreclosure was $34 per case.’

After the expiration and elimination of a number of moratorium
laws affecting the Home Owners’ Loan Corporation, such laws were
still in force on June 30, 1939, in South Dakota, Vermont, and Wis-
consin. The Supreme Court of Wisconsin decided in May 1939 that
the legislature had no right to make the moratorium act retroactive
s0 as to affect loans made by the Corporation prior to its passage.

The moratorium acts expire March 1; 1941, in South Dakota and
Vermont, and April 1, 1941, in Wisconsin. Under the Vermont act
the moratorium provided'is, in effect, a postponement of the foreclo-
sure sale, under the judgment, for a period of three months, which
may be extended at the discretion of the court. While the Wisconsin
moratorium act expires April 1, 1941, foreclosure may be delayed
under its terms until April 1, 1942,

3 For cost data on deeds in lieu of foreclosure, by States, see Exhibit 52,
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PROPERTY MANAGEMENT

Although the Home Owners’ Loan Corporation has found it necessary
to acquire but 13.9 percent of the homes which it had refinanced,
the management, reconditioning, renting, and sale of these properties
has become one of the major activities of the Corporation. This is
in line with the experience of all mortgage lending institutions during
the last decade, but the wide scope of HOLC operations and the
particular type of properties acquired by the Corporation present
unusual probleins.

These properties are widely scattered over the country and are
located in every State of the Union. They are, in the main, small
one- to four-family dwellings; many of them are in a bad state of
repair when acquired; and a large number are obsolete and in deterio-
rating neighborhoods. Few, if any, public or private institutions
ever were confronted with the problem of managing, reconditioning,
renting, and selling a large number of properties of this type on a
nation-wide scale.

It is the policy of the Corporation to dispose of its properties as
speedily as is consistent with the Government’s interests and with
conditions of the real estate market. To hold its properties indefi-
nitely would be inconsistent with sound business practice, particularly
for a liquidating agency of the Federal Government. To sell its
properties under pressure and below current market prices would
not only entail tremendous losses, but depreciate the mortgage
collateral behind all the loans made by the Homes Owners’ Loan
Corporation and depress the mortgage and real estate markets in
general. The Corporation, therefore, attempts to avoid either of
these extremes, and offers its properties for sale at current market
levels even if sales prices are below book values. ’

The Corporation entered the fiscal year 1939 with 82,987 properties
owned and 20,145 properties in process of acquiring title,* or a total
of 103,132 properties. The combined capital value® of these proper-
ties was $516,206,401. At the end of the fiseal year, the Corporation
owned 87,618 properties, and 11,736 properties were in process of
acquiring title, or a total of 99,354 with a combined capital value ?

4 Properties 1n process of acquiring title are those where the foreclosure action has been advanced to the
point of judgment or sale but where_because of the existence of a redemption period or for other reasons,
some additional time must yet elapse before the Corporation can acquire full title,

5 The capital value of property is comprised of the following elements: (¢) Unpaid principal balance of
loans, advances, and interest merged with principal in extension agreements, at the time of foreclosure
judgment or foreclosure sale where such sale is not preceded by a judgment; (b) unpaid acecrued interest to
date of foreclosure judgment or foreclosure sale where such sale is not preceded by a judgment; (¢} all fore-
closures and acquisition costs; (¢) all expenditures, less all receipts, regardless of nature, applicable to the
period between foreclosure as described in (z) and the acquisition of absolute title; (e) initial repairs or
reconditioning regardless of nature; (f) assessments with benefits of more than one year; and (g) improve-~
ments or other expenditures which enhance physical value.
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of $549,441,184. In total number, properties owned and properties
in process of acquiring title showed a decrease during the year—the
first decrease since the beginning of operations. This was the result
of a declining number of property acquisitions coupled with a rising
volume of property sales.

Property acquisitions and sales, by fiscal-year periods

Acquisitions Sales
Ratiotof
; sales to
Period Number | Aggrogate | Number | ,ooronte | Aggregate | 2CAUIsH:
of prop- capital Of ProD- | o pital value | sales price | tloDS?
erties! value ! erties p
5,275 $23, 930, 096 142 $497,117 $523, 055 2.6
39,5834 | 181,196,458 2,231 8, 248, 929 8,293,100 5.4
55,190 303, 226, 436 15,159 62, 001, 901 54,182, 578 26.7
41,743 | 228,932,138 37,771 166, 888, 675 130,177,111 89.1
Total. o coececcaaan 141,742 | 737,285,128 55,303 | 237,636,622 | 193,175,844 38.5

1 Includes all adjustments to June 30, 1939

2 For the purpose of computing the percentage of properties sold to those cumulatively acquired, prop-
erties sold prior to acquisition, and properties remaimng “in process of acquiring title” in Alabama
have been added to the number of properties acquired.

The Corporation was able to sell 37,771 properties during the fiscal
year 1939 as compared with 15,159 in the preceding fiscal year. This
increase in property sales is all the more significant in the light of grow-
ing competition in the real-estate market. Not only have private
financial institutions—as pointed out in other sections of this report—
disposed of larger numbers of properties which they had repossessed
in previous years, but with the growing volume of residential con-
struction there was an increased number of newly built homes offered
at attractive terms.

As will be seen from the chart on page 138, the volume of property
sales began to exceed the number of net foreclosure authorizations in
June 1938 and has remained above the level of foreclosures, with the
exception of the first three months of 1939. During the months of
April, May, and June 1939, the number of sales also exceeded the num-
ber of properties acquired, thereby reducing the number of properties
owned from 90,136 on March 31, 1939, to 87,618 on June 30, 1939.

The property holdings of the Corporation, although scattered over
the country, are particularly concentrated in a few States. One-fifth
of the properties owned and in process of acquiring title as of June 30,
1939, was located in the State of New York and one-eleventh was
located in New Jersey. Further points of concentration are Ohio,
Massachusetts, Pennsylvania, Wisconsin, Illinois, Indiana, Kansas,
Missouri, Michigan, Oklahoma, Texas, and California. All together,
76.5 percent of the properties owned and in process of acquiring title

1831303910
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are located in the fourteen States mentioned above. This concentra-
tion corresponds in many instances to the concentration of the ‘“real-
estate overhang” held by private mortgage lending institutions.®
Exhibit 53 shows the distribution of properties owned and properties
in process of acquiring title at June 30, 1939, by HOLC regions and by
States.

In accordance with the intent of the Home Owners’ Loan Act, theé
Corporation shows considerable leniency toward its borrowers before
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it proceeds to foreclosure and permits the defaulted owner to retain
his home much longer than would be justified by pure business con-
siderations. During the period of default, arrearages accumulate on
interest and on taxes, and in many cases substantial reconditioning is
required upon acquisition. Foreclosure and other acquisition costs
must be added to the unpaid balance of the loan. In most instances,
therefore, book values after acquisition exceed current market prices,
due in part to the capitalization of accruals, and the disposition of
properties is accompanied by losses.

Property sales through the end of the fiscal year 1939 resulted in a
cumulative capital loss of $44,460,778 or an average of approximately

¢ See Section I, p. 29.
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v

$804 per property, representing the spread between the sales price
and the capital value 7 on the books of the Corporation. The cumula-~
tive capital loss to June 30, 1939, was 18.7 percent of the capital value
of all properties sold. A detailed statement of profit and losses on
property sales by calendar years is presented in Exhibit 54.

The majority of HOLC properties have been sold on extended terms
for a small down payment with the balance due amortized over a
pertod up to fifteen years. Through June 30, 1939, the average down
payment on such sales was 12.8 percent of the purchase price.

Property sales through June 30, 1939, by terms

Number of | Percent of
Term properties total
Cash sales e 2, 999 5.4
Sales on security instruments - 32, 517 58.8
Sales contracts or other instruments in lieu thereof. ... _._ .. . .. ... ___. 19, 787 35.8
O] e e e 55, 303 100.0

PROPERTY INCOME AND EXPENSE

Of the 115,500 dwelling units in properties owned by the Corporation
on June 30, 1939, there were 84,097, or 72.8 percent, available for
rental,® and 76,911, or 91.5 percent 'of the units available for rental,
were rented.’ The following chart shows that the vacancy ratios in
HOLC properties available for rental followed, to a certain extent,
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7 For a definition of capital value, see footnote 5 on p. 136. The capital loss does not include sales brokers
commussions and selling expenses which, cumulatively to June 30, 1939, totalled $11,912,362
8 Umts not available for rental comprise those held vacant for repairs, those held vacant for exclusive sale,
those adversely occupied, and those awaiting report.
¢In 959 cases dwelling units could not be rented because the tenants were in the process of eviction.
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the fluctuations in general business conditions. The recession in the
latter part of 1937 and the first few months of 1938 was reflected in
increasing vacancy ratios, but since March 1938, the vacancy ratio
decreased continuously until in June 1939 it dropped to 7.4 percent
of all units available for rent.*®
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The average rent per dwelling unit rented in HOLC properties has
constantly increased—reflecting in part a larger proportion of higher-
priced properties rented in the last two fiscal years, and indicative
also of a more favorable rental market in many communities. A
similar improvement is indicated in the upward trend of rental

collections.!t
Crarr XLI
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18 For figures underlying Chart XXXIX, see Exhihit 55.
11 For figures underlying Charts XL and XLI, see Exhibit 55.
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During the fiscal year 1939, the gross operating income derived
from the properties owned was $26,353,510, and the gross operating
expense on properties owned, $23,161,271, leaving a net operating
income of $3,192,239. Cumulatively from the beginning of operations

Crart XLII
WHERE THE RENTAL INCOME GOES

PROPERTY EXPENSES AS PERCENTAGES OF TOTAL PROPERTY INCOME
FISCAL YEAR 1939

UNALLOCATED 0.5% ?

2% {INCOME

12.2%
we e, e
R
R
NI
..oé\ B
© N
7 o
H MANAGEMENT COMMISSION
t e e
TAXES

/ 39.5%
MA!N/TE(M\{E/ N\
/ /22.|%7/

PROPERTY MANAGEMENT DIVISION
HOME OWNERS' LOAN CORPORAT ION!
to June 30, 1939, rent collections totaled $46,672,110 while total
property expense was $40,755,699 This resulted in a cumulative
net operating income from property of $5,916,411.
Chart XLII illustrates the distribution of property expense during
the fiscal year 1939, As will be seen from this chart, taxes, over which
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the Corporation has no control, absorbed the largest portion of aggre-
gate property income, representing approximately 40 percent of total
income derived from property.'

VENDEE ACCOUNTS

Through the sale of acquired properties on extended terms of pay-
ment, the Home Owners’ Loan Corporation has to deal with an in-
creasing number of mortgagors who are not original borrowers.
During the fiscal year 1939, the number of vendee accounts on the
books of the Corporation rose from 16,572 to 52,022, and collections
of interest and principal on vendee accounts aggregated $15,384,286,
ags compared with $3,115,164 in the preceding fiscal-year period.
Cumulatively through June 30, 1939, the Corporation has collected
$5,712,564 in interest, and $13,179,398 in principal from vendees.
On the whole, the performance of vendees has been satisfactory.
Only in a few cases has it been necessary to bring foreclosure against
vendees in default who were unable or unwilling to meet their con-
tractual payments. Cumulatively through June 30, 1939, foreclosures
against vendees numbered 596, of which 102 were withdrawn, leaving
494 net foreclosures, or less than 1 percent of the total number of
properties sold on security instruments and sales contracts. Through
the end of June 1939, there were 319 properties reacquired from
vendees, and 25 properties were in the process of acquiring title.'®

RECONDITIONING OPERATIONS

The reconditioning operations of the Home Owners’ Loan Corpora-
tion are undertaken for two broad purposes. The Corporation
has to see that the properties on which it holds mortgages are main-
tained in such a condition of repair that its security will be protected
from serious deterioration during the term of the mortgage. This
safeguards the interest not only of the Corporation but of its bor-
rowers as well. Borrowers who are unable to make necessary repairs
or to keep up their property lose interest in it, fall behind in their
payments, and easily become subject to foreclosure. In addition,
the Corporation has to recondition a large number of properties which
it is obliged to acquire. In order to rent or sell these properties, it is
necessary to place them in a sound condition suitable for normal

12 Operating expenses on all owned properties are charged against the operating income received from
those properties which are rented.
13 These properties are included in the acquisition figures given on p. 137.
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habitation. Otherwise they cannot compete with properties in the
immediate neighborhood and the Corporation loses revenue both in
rentals and in sales. '

The following chart gives a survey of the reconditioning activities
of the Home Owners’ Loan Corporation from the beginning of opera-
tions to June 30, 1939:
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From the beginning of operations to the close of June 1939, the
Corporation has completed 729,809 cases of reconditioning, with a
total expenditure of $139,349,472. Through this reconditioning,
more than 500,000 small homes have been protected against undue
deterioration, and between 13 and 14 million days of work have been
provided directly for masons, carpenters, plumbers, painters, and
others in the building trades.’*

In addition to these reconditioning cases handled by the Recondi-
tioning Division of the Corporation, certain other expenditures are
made by contract management brokers who have authority to pro-
vide for small maintenance repairs on properties under their manage-
ment.

During the fiscal year 1939, the number of reconditioning contracts
completed was 117,698, in the amount of $26,590,243, as compared

14 This estimate is based on the generally atcepted assumption that $1,000 of expenditure for repairs
represents 100 days of labor.
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with 118,540 contracts, amounting to $23,146,876, in the preceding
fiscal-year period. Detailed information on the various types of re-
conditioning cases completed during the fiscal year 1939 and since
the beginning of operations is presented in Exhibit 56.

Despite the mass character of its reconditioning operations, the
Corporation, through its regional and local offices, considers the re-
conditioning need of each property individually and applies, where
necessary, all the customary construction technique of plans, specifi-
cations, contracts, and supervision.

The Corporation’s experience has proved that through the expend-
iture of a reasonable amount, the marketability for properties on
hand has been greatly enhanced regardless of the age of the property
or its condition upon acquisition. The results of systematic recon-
ditioning are evidenced by the large volume of sales of reconditioned
properties which, in many sections of the country, must compete
with new houses offered to the buying public at attractive terms.

APPRAISALS

During the fiscal year 1939, the Appraisal Section of the Corporation
has completed 101,118 appraisals, or an average of 8,426 per month.
This compares with 90,310 appraisals completed in the preceding
fiscal year.

In the early period of operations, appraisals were needed primarily
to arrive at a valuation of each of the more than one million homes
refinanced and thus to determine the limit to which the Corporation
should make loans on these properties. In subsequent years, appraisal
activities have been concentrated on valuations for the determination
of sales prices or rents of acquired properties, appraisals for fore-
closures and deeds in lieu of foreclosure, tax assessments, partial
releases, substitution of security, and insurance and disaster losses.
Furthermore, appraisals are supplied in litigation - cases aflecting
property values and in cases involving damage to the Corporation’s
Liens through floods, earthquakes, earth slides, blight, and other
conditions. Finally, the decisions of the Corporation to improve,
recondition, or demolish owned properties are based on careful ap-
praisals of such properties.

As the physical condition of properties, general economic con-
ditions, and real-estate values change, appraisals made in previous
years become obsolete, and reappraisals or supplemental reviews are
necessitated to an increasing extent. From the beginning of opera-
tions through June 30, 1939, appraisals completed totaled 4,926,392.
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In addition to its work for the HOLC, the Appraisal Section also
renders services to the other agencies under the Federal Home Loan
Bank Board, for which the Corporation is reimbursed. Also, under
a cooperative arrangement with the Procurement Division of the
United States Treasury Department, the Appraisal Section assists
that Department in the appraisal of various types of properties
throughout the country, particularly old post-office and customhouse
structures which are no longer needed for Government use. The
Treasury Department reimburses the Corporation for all expenses
incurred in connection with this work.

INVESTMENTS OF THE CORPORATION

In addition to its immediate objective to bring relief to distressed
home owners, the Home Owners’ Loan Act, as amended, included
measures to place the home-financing industry on a more stable basis.
With this in view, the Act authorized the Home Owners’ Loan
Corporation to invest up to $300,000,000 in savings and loan associa-
tions, either Federal or State-chartered, provided they are member
institutions of the Federal Home Loan Bank System or insured by
the Federal Savings and Loan Insurance Corporation, and to subscribe
for the capital stock of the Federal Savings and Loan Insurance
Corporation in the amount of $100,000,000.

On June 30, 1939, investments of the Home Owners’ Loan Corpora-
tion in savings and loan associations totaled $216,458,810, as com-
pared to $211,726,610 at the end of the preceding fiscal-year period.
The following table gives a summary of HOLC investments in savings
and loan associations for the fiscal year 1939:

Investments of the Home Owners’ Loan Corporation in savings and loan associations

g i -
New lnt\;eSt Repurchases,| Cumulative

1038 July 1, 1838 | investments

Cumulative

i men
Type of association Investments | j, uly 1,

to to to to
June 30, 1938 TJune 30, 1930 June 30, 1929 | June 30, 1939

Federal savings and loan associations _.____._.. $170, 764, 300 $3, 528, 500 $1,250,000 | $173,033, 800
State-chartered savings and loan associations...| 40,962,310 3,623, 700 1, 161, 600 43, 425, 010
T 211,726, 610 7,152, 200 2,420,000 | 216, 458,810

A detailed statement of HOLC investments in savings and loan
associations, by States, is presented in Exhibit 57.

During the fiscal year 1939 the Home Owners’ Loan Corporation
received $7,457,939 as dividends on its investments in savings and loan
associations, as against $6,134,331 in the preceding fiscal-year period.
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This represents a return of approximately 3.5 percent on the average
amount of HOLC investments during the year—a return well above
the cost of money to the Corporation.

FINANCIAL OPERATIONS

Exhibit 58 presents a statement of condition of the Home Owners’
Loan Corporation as of June 30, 1939.

During the fiscal year 1939, principal changes on the asset side of
the balance sheet were characterized by a decrease of original mortgage
loans and advances from $2,214,064,318 to $1,928,212,237, by an
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increase of vendee instruments and advances from $50,610,692 to
$151,896,337, and by an increase of property owned and in process of
acquisition from $516,206,401 to $549,441,184. The bond retirement
fund rose from $91,366,431 to $149,217,560, and investments from
$311,726,610 to $316,458,810. On the other side of the balance sheet,
the bonded indebtedness decreased from $2,952,993,850 to
$2,949,305,025, and accrued liabilities, including mainly acerued inter-
est on bonded indebtedness, declined from $16,431,521 to $7,832,281.

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



HOME OWNERS' LOAN CORPORATION 147

The reserve for losses shows a reduction from $99,977,654 to
$89,488,388, and the deficit an increase from $40,893,292 to
$59,562,029.

Detailed statements of income and expense for the fiscal year ended
June 30, 1939, and from the beginning of operations to June 30, 1939,
as well as an analysis of changes in deficit for the fiscal year 1939, are
given in Exhibits 59, 60, and 61, respectively.

During the fiscal year 1939 the distribution of income as well as of
expenses showed marked changes. Such changes are summarized in
the following table which gives & condensed comparative statement of
income and expenses for the fiscal years 1938 and 1939, together with
provisions for losses and the net deficit in each year.

Condensed income and expense statement for the fiscal years 1938 and 1939

July 1, 1937, | July1, 1938,
Items to to
June 30, 1938 | June 30, 1939

Operating and other income

Interest on original mortgage loans and advances $118, 593,929 | $103, 263, 288

QOther interest earned *_____ S 1,091, 450 4, 979, 590
Property INcoOmMe . . e 16, 160, 089 26, 353, 510
Dividends on investments in savings and loan associations. _ 6,134, 331 7,457,939
Miscellaneous - ..o .. 165, 816 201, 771

Total INCOIe - - - e 142, 145, 615 142, 256, 098

Operating and other expenses
Interest on bonds
Amortization of discount on refunded bonds
Administrative and general expenses
Property expenses. ..o

75, 768, 685 72,199, 571

2, 351, 438 2, 638, 265

31, 984, 320 27, 853, 484

13, 836, 855;2 23,161, 271
1

MseellaneouS . - . oo e 184 o
Total eXPense . .. e 123, 941, 481 125, 852, 591

Net 1ncome before losses 11 the liquidation of assets and provision for losses. - 18,.204, 134 16, 403, 507
Losses 1n hquidation of assets and provisions forlosses. .. ... ____ 38, 051, 800 34, 921, 055
Deficit for period. . e 19, 847, 666 18, 517, 548

¥ Consists primarily of interest on purchase money mortgages and advances and on sales contracts and
advances.

Because of the decrease in the number of loans outstanding and the
reduction in the borrowers’ indebtedness, income from interest on
original mortgage loans and advances decreased by $15,330,641, or
almost 13 percent. This, however, was approximately offset by an
increase in property income of $10,193,421, by an increase of interest
earned on vendee accounts of $3,897,693, and by an increase of divi-
dends received on share investments in savings and loan associations
of $1,323,608.

On the expense side, administrative and general expenses were
reduced sharply by $4,130,836, or 13 .percent. Interest paid on
HOLC bonds likewise decreased by $3,569,114 because of interest
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148 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

savings resulting from refunding operations and because of a reduction
in bonds outstanding. Property expenses, however, rose by $9,324,417
due to the increase in property owned. The larger property expenses
were mainly responsible for the slight increase in total operating and
other expenses. Property income exceeded property expenses by
$3,192,239 during the year.
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After provision for losses in the amount of $34,921,056 during the
year, the deficit for the operations of the fiscal year 1939 was
$18,517,548 as against $19,847,666 in the preceding fiscal year.

Cumulatively from the beginning of operations to June 30, 1939, the
total operating and other income of the Corporation was $699,782,645,
and total operating and other expenses $612,121,506, leaving a net
income—before deduction of losses in the liquidation of assets and
provision for losses which may be sustained in the process of liquida-
tion—of $87,661,139. After deduction of $147,223,168 for such losses
and loss reserve provisions, the net deficit as of June 30, 1939, stood
at $59,562,029.

As was pointed out in previous sections of this report, the Home
Owners’ Loan Corporation, in an emergency operation of unprec-
edented magnitude, refinanced more than one million mortgage loans
which had been in default or at the point of default. From the outset,
it was to be expected that a number of HOLC borrowers would not be
able to carry the cost of home ownership, despite the liberal terms
provided by the Corporation, and that the liquidation of defaulted
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loans and the disposition of property acquired might be attended by
losses. The liquidation experience made by the Corporation to date
has confirmed that view.

Sound business practice requires the setting aside of reserves to
which such losses may be charged. The Board of Directors of the
Corporation has, therefore, determined that each year specified
amounts be set aside from income, the accumulation of which is in-
tended to approximate eventually the total losses which may be sus-
tained in the liquidation of mortgage loans, delinquent interest, and
property. Under this provision, reserves were accumulated at the
rate of approximately $2,900,000 per month during the fiscal year

1939.%
Analysis of reserves and charges to reserves
Cumulative ; Cumulative
Ttem to June 30, FlS(lzgla‘g €ar | to June 30,
1938 1939
Allocated £0 TeServes. . .o oo eomocmme oo e $111, 237, 153 $34,900,000 | $146, 137, 163
Y.o8s85—
On mortgage loans and vendee instruments 1._._.___.._. 51,086 42,756 93, 841
On capital value of properties sold._ . __.___ - 7,753, 334 36, 707, 444 44, 460,779
On property charged off .. ________.___._.__. J IR 181,783 181,783
Sales brokers’ commissions and selling expenses. __...... 3, 459, 168 8, 453, 194 11,912, 362
T otal 10SSeS.. - oo oo e 11, 263, 588 45, 385, 177 56, 648, 765
Balance in reserves . _ oo S 99, 973, 565 —10, 485,177 89, 488, 388
Adjustments to cumulative reserve account for prior years__. 4,080 | ... . I IR
Total balance . . imcmmm——ean 99, 977, 654 —10, 485, 177 89, 488, 388

1 Includes reserve provisions for accumulated interest.

As shown in the above table, the balance of reserves for losses on
mortgage loans, interest, and properties decreased by $10,485,177
during the fiscal year 1939 because losses charged off during that year
exceeded the provisions for such losses.

BONDS OUTSTANDING

In addition to its capital of $200,000,000, the Home Owners’ Loan
Corporation has been authorized to issue bonds up to $4,750,000,000
to carry out the purposes of the Act creating the HOLC. Additional
bonds may be issued to refund outstanding obligations. The gross
amount of bonds issued through June 30, 1939, was $5,766,675,875.

1 By Board resolution of November 15, 1938, retroactive effect was given to a charge to reserves for losses
sustained prior to June 30, 1938, in the amount of $11,211,150.83 previously charged directly to profit and loss.
This amount included $7,749,213.71 for loss on capitalized value of property sold, $3,459,202.24 for commissions
and selling expenses on property sales, and $2,734.88 for loss of interest on foreclosure sales, redemptions, ete.
Of the total of $11,211,150 83, losses in the liquidation of assets applicable to the fiseal year 1938 amounted to
$10,880,999.10.
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Of this amount, $2,383,222,325 was for refunding outstanding issues
and $480,048,525 was retired, leaving a net bond liability outstanding
of $2,949,305,025 on June 30, 1939, as compared with $2,952,993,850
on June 30, 1938. In addition to bonds retired to June 30, 1939,
there was available to the Bond Retirement Fund $149,217,560, and
$19,706,646 was earmarked for transfer to the fund in July, for a total
of $168,924,206 which may be used for the retirement of bonds. All
unmatured bonds outstanding are guaranteed by the United States
Government as to principal and interest.

The Corporation continued making exchanges of 2% percent bonds
for 2%- and 3-percent bonds when favorable market conditions
permitted. The cumulative amount of exchanges to June 30, 1939,
involved over $1,400,000,000 of the Corporation’s bonds, and will
result in a net saving in interest to the HOLC of approximately
$20,600,000. Of the cumulative total of exchanges, over $247,000,000
were completed during the fiscal year 1939.

On June 1, 1939, a total of $325,254,750 Series F, 1%-percent bonds
matured, of which $319,669,300 was refunded through an exchange
offer into $127,867,400 Series K, %-percent bonds due May 15, 1940,
and $191,801,900 Series L, %-percent bonds due May 15, 1941, and
provision was made for payment in cash of the balance, amounting to
$5,585,450. On May 18, 1939, an announcement was made that
2%-percent Series B bonds of 1939-49 would be redeemed on August 1,
1939, and an offer was made to the holders of same to exchange
these bonds for Series M, 1%-percent bonds of 1945-47. A total of
$687,266,800 Series B, 2%-percent bonds was accepted for exchange,
and the balance amounting to approximately $217,000,000 was paid
off in cash on and after August 1, 1939.

As a result of exchange and refunding operations, the average
interest rate on all bonds was reduced from 2.527 percent as of June 30,
1938, to 2.098 percent as of June 30, 1939. A detailed statement
of bonds issued, refunded, and retired to June 30, 1939, and bonds
outstanding on that date, is presented in Exhibit 62.

PROGRESS IN LIQUIDATION

During the fiscal year ended June 30, 1939, the Home Owners’ Loan
Corporation made substantial progress toward liquidation. This is
particularly significant in that it reflects the accelerating rehabilitation
of the hundreds of thousands of distressed borrowers who, when
refinanced by the. Home Owners’ Loan Corporation, were on the
average delinquent two years in both principal and interest and
between two and three years in taxes.

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



HOME OWNERS' LOAN CORPORATION 151

When the Corporation ceased its refinancing operations, it had loans
in the total amount of $3,093,450,641 on its books. Subsequent
advances to original borrowers for various purposes and interest
converted to principal increased this amount to $3,173,730,305 as of
June 30, 1939,

At the end of the fiscal year 1939, there had been repaid on this
principal $601,002,640, or 18.9 percent of the gross amount of original
loans and advances; and $644,515,428, or 20.3 percent of the gross
amount of original loans and advances, bad been transferred to property
and similar accounts representing, for the most part, properties
acquired or in process of acquisition. This left a net balance of
original loans outstanding, plus advances, of $1,928,212,237 on June 30,
1939. At the end of the preceding fiscal-year period, such net
balance stood at $2,214,064,317.

Reduction of original loans

UptoJune 30, | UptoJune 30,
1938 1939

Original amount of loans elosed . . ____ $3, 093, 450, 642 | $3, 093, 450, 641
Advances to borrowers and interest merged with principal in extension

AETEETNONTS . . . e 40, 325, 427 80, 279, 664

Cumulative gross indebtedness of borrowers._______._....__..._._. 3,133, 776, 069 3,173, 730, 305+

Less principal repayments 432, 520, 240 601, 002, 640

Less balances transferred to property and similar accounts 487,191, 512 644, 515,428

Balance of original loans and ad vances outstanding . . ..._._______._ 2,214, 064, 317 1,928, 212, 237

To an increasing extent, the reduction of original loans and ad-
vances has been effected by loan repayments in full. Through June 30,
1939, the loans of 53,676 original borrowers, in the total amount
of $125,638,128, had been voluntarily repaid in full prior to the
expiration of the loan contract. Of these, 18,769 loans aggregating
$46,478 954 were repaid during the fiscal year 1939.

The following table gives a summary of all terminated accounts,
including, in addition to the above-mentioned payments in full by
original borrowers, a number of accounts terminated by other methods:

Cumulative number and amount of accounts terminated to June 30, 1938,
and June 30, 1939

Up to June 30, 1938 Up to June 30, 1939

Number Amount Number Amount

Original loans paid in‘full or redeemed.. ___.___._____._.. 34,907 | $79,159,174 53,676 | $125,638,128,
Cash sales at foreclosure ____.____.____. N 458 1, 288, 358 684 ,918,0
Cash sales of aequired properties. ..._.._.._ - 1,025 3,735,215 3,000 10,492, 806

Vendee instruments paid in full or redeemned....___.._. 71 229,944 585 1, 585, 301
Properties and accounts eharged ofl or consclidated .- .. 23 48, 449 91 81,341
Total accounts termnated . ... ... ____ 36,484 84, 461, 140 58, 036 139,715, 653
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A more comprehensive measurement of the progress in liquidation
is the amount by which the Corporation was able to reduce the balance
of its total debtor and property accounts.’®* At the end of the fiscal
year 1938, the balance of these accounts stood at $2,781,359,590.
During the fiscal year 1939, the Corporation received $179,222,497
in principal repayments on original loans and vendee accounts,
$21,475,577 proceeds from property sales, and charged off as loss on
principal $45,380,102, for a total of $246,078,176. During the same
period, $94,671,523 was added to borrower, vendee, and property
accounts in the form of advances or capital charges to property, mainly
for reconditioning. As a result, the balance of debtor and property
accounts on June 30, 1939, was $2,629,952,937, a net decrease of
$151,406,653 during the year.

All together, through June 30, 1939, the Corporation’s gross invest-.
ment in loans and properties—aggregating $3,335,226,769 at that
date—has been reduced by $705,273,832, or 21.15 percent of the total.
Of this reduction, $648,636,965, or 19.45 percent of the gross total
investment, is accounted for by sums actually received by the Cor-
poration in the form of repayments on debtor accounts and of pro-
ceeds from property sales; $56,636,867, or 1.70 percent of the gross
total, represents losses sustained in the liquidation of loans, interest,
and property.

Reduction of total deblor and property accounts through June 30, 1939

Amount Percent
Gross investment in loans and properties, June 30, 1939 . ... ... $3, 335,226 769 100 00
L.ess repayments on original lean accounts through June 30, 1939.________.___. 601, 002, 640
Less repayments on vendee accounts through June 30, 1939 13,179, 398
Less proceeds from property sales through June 30. 1939_______.______________ 34, 454,927
B Oy 648, 636, 965
Leess loss on prineipal sustained through June 30, 1939 e . 56, 636, 867

Balance of loans outstanding and properties on hand, June 30, 1939__..| 2,629,952, 937

The progress in liquidation varies considerably among the different
regions as indicated in Chart XLVI.

As of June 30, 1939, the San Francisco region, including the Pacific
and Mountain States, led with a reduction of the Corporation’s gross
investment by 28.48 percent, including losses sustained in the liquida-

16 Debtor accounts include original loans and advances to borrowers, subsequent additiens to the original
loans, and intere t converted to principal by extension; they also include vendee accounts originating from
property sales of the Corporation, and advances to vendees. Property accounts represent the book value
both of property owned and property in foreclosure on which a foreclosure judgment has been obtained or
foreclosure sale has been held subject to redemption period; they include unpaid interest on the loan accounts
transferred to property accounts, the cost of initial repairs and improvements, and acquisition costs, taxes,
etc., applicable to the period prior to the acquisition of absolute title.
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tion. On the other extreme, the New York region, which comprises
New York, New Jersey, and the New England States, was far below
the national average with a reduction of only 13.11 percent. It is
known that in this area, home owners and real-estate values have been
particularly affected by the turn in economic conditions in the early
Thirties as evidenced by the excessive volume of repossessed real
estate held by private financial institutions in that area.
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Along with the realization of assets, the bonded indebtedness of the
Corporation has been gradually reduced. In accordance with the
provisions of the Home Owners’ Loan Act, all principal repayments by
borrowers have been deposited regularly in the Bond Retirement Fund
and used only for the retirement of bonds. By Board resolution,
certain other receipts, such as cash proceeds from property sales and
repurchases of investments in savings and loan associations, have
likewise been applied to the retirement of bonds. Through June 30,
1939, repayments of borrowers on their principal indebtedness
amounted to $614,182,038, and other items applied to the retirement

188180—39—11
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of bonds aggregated $34,790,380, for a total of $648,972,418. Of this
amount, $629,265,772 had been deposited in the Bond Retirement
Fund through June 30, 1939, and $19,706,646 was deposited during
July.

The following table shows the disposition of the funds allocated to
the Bond Retirement Fund through June 30, 1939:

Applied to retirement of bonds_______________________________ $480, 048, 211

Deposited with U. 8. Treasury for retirement of matured bonds on
which interest has ceased_ - _______________________________ 1, 356, 425
Available for future bond retirement__ .. ______________________ 147, 861, 136
629, 265, 772

The net reduction of the bonded indebtedness has been below the
gross retirement of bonds as required by principal repayments of
loans. The peak of bonds outstanding was reached on May 31, 1936,
at about the same time the refinancing operations of the Home
Owners’ Loan Corporation were discontinued. At that date, bonds
outstanding totaled $3,047,046,575. On June 30, 1939, bonds out-
standing aggregated $2,949,305,025—a net reduction of $97,741,550
over about three years. The discrepancy between the net reduction
~of the bonded indebtedness and the gross receipts applied to the
retirement of bonds throws an interesting light on the liquidation
problem of the Corporation. In the process of liquidation, the
Home Owners’ Loan Corporation has been obliged to acquire a
substantial volume of properties and to expend considerable amounts
on reconditioning, taxes, and insurance; it has sold many of these
properties on extended terms of payment and has thus acquired
vendee instruments in lieu of the original mortgage loans; and it has
made advances to original borrowers and vendees for various purposes.
Also, the Corporation has increased its investments in savings and
loan associations—as authorized in the Home Owner’s Loan Act—
during the last few years. All these factors have offset, in part, the
reduction of original loan balances and have naturally tended to retard
the liquidation of the bonded indebtedness.

ADMINISTRATION AND PERSONNEL

Up to the end of the fiscal year 1939, the process of liquidation has
involved shifts in the Corporation’s activities rather than an appreci-
able reduction of its work load. It was shown in preceding pages how
the decrease in the number of original loans serviced has been offset
in a large measure by an increase in the volume of acquired properties
to be managed, sold, or rented, and by a rise of vendee accounts to be
serviced. The volume of necessary reconditioning and of appraisal
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work is still high; foreclosure cases, although .ess than in previous
years, are still substantial in number.

Again it should be borne in mind that the particular type of bor-
rowers and properties with which the Home Owners’ Loan Corporation
has to deal, and the nation-wide operations of the Corporation present
administrative problems of immense magnitude. The original bor-
rowers of the Corporation were in heavy default and still require, in a
large number of cases, considerable assistance in their efforts to re-
habilitate themselves. The Corporation’s activities, therefore, inciude
many services for borrowers not normally required in the operations
of private mortgage-lending institutions. Furthermore, the handling
of the typically small loans made by the Corporation is relatively
expensive sincé overhead expenses on an average mortgage loan of
$3,000 are approximately the same as on an average loan of $30,000.
Finally, the Corporation services loans in almost every one of the
3,073 counties of the United States, and the properties it had to acquire
are similarly spread over the whole country.

Despite the magnitude of its task and the continued complexity of
its liguidation problem, the Corporation in the last few years has
operated under steadily decreasing administrative costs brought about
by contractions in organization and reduction in personnel, attendant
upon the cessation of its refinancing operations, and by greater
efficiency of management. This is illustrated by the following figures:

In November 1934, when the peak in the number of offices main-
tained by the Corporation and in personnel was reached, there were
458 offices operating in the field, including regional, State, division,
district, and other branch offices. On June 30, 1939, the number of
administrative or supervisory offices of the Corporation was reduced
to 86, including 10 regional, 52 State, division, and territorial offices,
and 4 district offices. In addition, the Corporation maintained 110
field stations at that date. Such stations have been established at
points of loan concentration where collection facilities are needed but
where no full offices are required. They permit close contact with
the Corporation’s borrowers at a minimum of expense. Most of these
stations are in post office space or in the homes of HOLC representa-
tives and involve no rental cost to the Corporation.

On November 30, 1934, the personnel of the HOLC numbered
20,811, of whom 2,762 were employed in the Washington office, and
18,049 in the field. On July 1, 1939, this number was reduced to
11,007, of whom 1,318 were employed in the Washington office, and
9,689 in the field."

17 All these figures include employees on a per diem basis
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Administrative expenses, which include a1l salaries, reached their
peak in the fiscal year 1936, in which the lending operations of the
Corporation ceased; in that year they amounted to $35,881,600. In
the fiscal year 1939, they were only $25,025,000, or approximately
70 percent of the 1936 peak. B

The above data include various reductions in offices and personnel
made during the fiscal year 1939. In that period the Boston Regional
Office was closed and its operations transferred to the New York
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Regional Office. Furthermore, 15 divisional, district, and subdistrict
offices were closed, and the number of field stations-was reduced by
63. In the Washington office, the organization was simplified by
abolition of the general supervision over the six territorial districts
through Assistant General Managers; since September 1, 1938, super-
vision of territorial and field operations has been exercised by the
General Manager through the department heads in charge of the
operating divisions of the Corporation.

From July 1, 1938, to July 1, 1939, the number of employees
dropped from 13,140 to 11,007—a decrease of 2,133 employees, or
by more than 16 percent, with an attendant reduction of $2,713,720
in annual salary cost. Detailed information on the number of em-
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ployees on July 1, 1939, by departments, divisions, and sectious, is
given in Exhibit 63.

In its personnel policy, the Home Owners’ Loan Corporation is
faced with a difficult problem. In the process of liquidation, the
Corporation is forced to reduce its staff by large numbers each year;
on the other hand, it needs a well trained personnel to carry out
highly specialized tasks requiring experience and skill. With the
prospect of continuous reductions in personnel because of liquidation,
and with the increase in building activity and mortgage lending in
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the last few years, many HOLC employees have sought and found
positions in private business at better pay and have therefore volun-
tacily resigned. The number of such voluntary resignations during
the period from July 1, 1937, to July 1, 1939, was 3,058. It thus
becomes increasingly difficult for the Corporation to retain its trained
personnel against the competition of private employers who avail
themselves of the opportunity to obtain employees well versed in the
various economie, legal, and technical aspects of mortgage finance.
The personnel policy of the Corporation, therefore, places growing
emphasis on the development of incentives to more and better work
by a fair plan of advancement and promotion, and on a more accurate
adaptation of employees’ ability to the Corporation’s work through
training on the job.
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Salaries paid by the Corporation are based upon the classification
of positions as required in the President’s Executive Order of June 21,
1934. All positions, both in the field and in the home office, have been
classified. Salary schedules have been worked out which provide steps
within the grade and, except in cases in which a probationary period is
obviously in order, new employees are started at the minimum of the
range of the appropriate grade. Increases in salary are based upon
ability and performance. An important factor in this process is an
employee service rating plan which periodically récords opinions of
responsible supervisors concerning quantity and quality of work
performed.
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EXHIBIT 1

Federal Home Loan Bank Board—Comparative statement reflecting, by offices, the
number of Board employees as of the close of the fiscal years 1938 and 1939

1938 1039 1938 193¢

Offices of Board Members_...._.. 13 13 || Legal Department - 17 i1

Office of the Governor: Review Committee - 2 -]

Governor’s immediate office. . 9 7 || Home Building Service Division_ |-.._.... 8
Office of the Comptroller. _... 35 33

Office of the Chief Supervisor. 20 23 || Examining Division:

‘Washington office...__._._._. 9 g9

Total Governor’s office._... 64 63 Field. .o 184 191

Office of the Secretary.__ 16 21 Tolal Examining Division.. 193 200
Office of Public Relations. _.. 2 6

Diwvision of Research and QGrand total.. .. .o ... 314 347
tisties. e 7 17

EXHIBIT 2

Federal Home Loan Bank Board—Statement of receipts and disbursemenis of the
Board for the fiscal years 1938 and 1939

July 1, 1937, to
June 30, 1938

July 1, 1938, to
June 30, 1939

Balance at beginning of fiscal year .. .o ieiaon

Receipts:
Assessments upon—
Federal Home Loan Banks

Home QOwners’ Loan Corporation. .. .._._.

Federal Savings and Loan Insurance Corporation.
Examining receipts - ccooo o ooooomooanan
Miscellaneous refinds. oo oo oo oo c e e am

Total receiPts. - oo e e e e cmeaen

Total cash and receipts .- ..o

$256, 593 79

$202, 476 78

150, 000. 00 225, 000. 00
295,144. 14 125, 615.00
64,615 90 69, 257. 28
783,874.27 643, 939. 19
4,381.17 6,787. 10

1, 298, 015. 48 1,070, 598, 57

1, 554, 609, 27

1, 363, 075. 35

Disbursements:
e L2 o N O GO U 857, 807. 09 388, 850. 32
Supplies and materials. _ 10, 511 97 9, 405. 19
Newspapers and periodieals 59.75 101 67
Commumc%tions; - 28, 881. 49 16,011.95
Travel ..__L.. - 176,876 56 144,884.78
Transportation of things_ .. ______.__ 787.92 861. 69
Printing and binding 13, 756 64 15,365 17
Photographing and duplicating. . 22,979. 17 13, 822, 36
Rents. - oo 18, 514 96 23,502 14
Equipment, furniture, and fixtures 6, 956.94 12,044 97
Total disbursements_ ... . e cmccccm e e 1,137,132 49 1,124, 650. 24
Repayment to Home Owners’ Loan Corporation and Federal Savings }
and Loan Insurance Corporation for retirement of amounts pre-
viously advanced by the Corporation. ... cccoeevomamncaacs - 125, 000. 00 (]
Total disbursements and repayments. - oo cccccremecacsmacnamana-n 1,262, 132. 49 - 1,124,650, 24
Balance at end of fiseal year_._._ 202, 476.78 238, 425, 11
163
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Statement of cash receipts and disbursements of the savings and loan promotion fund

for the year ended June 30, 1939

Balance as of June 30, 1938_. .. _____________ $34, 063. 98

Receipt8. oo oo 0
Total cash and receipts_.___ . ___._._ ... .___ 34, 063. 98

Disbursements: Travel .____ . ________________ 7. 89
Balance as of June 30, 1939___ . ______________ 1 34, 056. 09

t This balance reverts to the general fund of the Treasury Department as of June 30, 1939.

EXHIBIT 3

Indices of total buzlding cost, and of cost of materials and labor used in construction

of standard siz-room frame house
[Average month 1936=100]

Materials | Labor | Total Materials { Labor | Total
1936 TR 1038
January.______._.____ 98.7 981 98.5 107.2 | 110.9 108. 4
- 99.0 08 1 98.7 106.5 | 111.0 108. 0
- 99.1 98 2 98.8 106.7 111.4 107.6
_________ 99.2 98 8 99.1 105.2 | 111.4 107.2
_________ 99, 4 99.4 99. 4 104.8 111.3 106 9
_________ 99. 5 99.9 99.7 104.6 111. 5 106.9
......... 99.9 100 3 100 1 104. 2 112 0 106.8
PO 100. 3 100. 5 100. 4 103 4| 112.3 106.4
September- 100. 4 101.0 100 6 103 4 112.4 106. 4
October__.. 100.7 | 1015 101.0 |} October ... ... 103 3 112.1 106. 2
November. 101.4 | 102 0 101.8 || November._ 103.2 § 112.1 106.1
December. . ... 102.5 | 102 2 102.4 {| December_.__._..__._. 103.1 7 112.1 106. 1
1989
104.0 102. 7 103.6 || January_ ... _.___...__ 103.0 111. 9 106.0
105. 6 103. 4 104.9 103.0 112.2 108. 0
107.7 104 7 106 7 103.0 | 112. 4 106. 1
109.1 106.7 108.3 102. 9 111.9 105.9
110.0 107.7 109.2 102.7 1115 105. 6
110.2 109. 5 110.0 102. 5 111.3 105. 4
110.5 110 6 110.5
110 6 110.9 110.7
110 3 1110 110.5
109.8 | 1112 110.2
109. 2 111 2 109 9
108.1 111.0 109.1
Source: Division of Research and Statistics, Federal Home Loan Bank Board.
EXHIBIT 4
Nonfarm real estate foreclosures in the Uniled States, 1926 io 1939
Rate per Rate per
Year Number | L0 non Year Number | 1:000 non
dwellings dwellings
68,100 3.60 252, 400 13.34
91, 000 4.80 230, 988 12,21
116, 000 6.10 229, 550 12.13
134, 900 7.10 186, 993 9. 88
150, 100 7.90 153, 025 8.09
193, 800 10 20 119, 290 6.31
248, 700 13.10 (56, 953) 8. 02

i January to June; rate on annusl basis.
Source: Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBITS

EXHIBIT 5

Estimated number of nonfarm real estate foreclosures, by Federal Home
Loan Bank Districts and by States

165

State and Bank Year ending | Year ending

Distriet June 30, 1938 | June 30, 1939

United States_ 133, 568 112, 241

13, 642 12,614

2,406 2,686

904 977

8,485 7,786

423 330

1,134 651

290 174

No. 2—New York_ ... 26, 406 25,915

New Jersey. 7,828 5, 501

New York._. - 18, 578 20, 414

No. 3~Pittsburgh.__. 16, 666 13, 685

Delaware._. - 216 249

Pennsylvania_.___ 15,006 12,875

West Virginia..__ 1,354 561
No. 4—Winston-

Salem. ... ... 13,403 11,013
Alabama_.___.___ 1,868 1,704
District of Co-

lumbia_ .. ... 483 384
Florida. 1,793 1,612
Georgia_ 1,317 1,494
Maryland. - - 2, 552 1, 860
North Carolina.__ 2, 649 2,230
South Carolina.__ 794 399
Virginia__ .. ... . 1,947 1,330

No. 5—Cincinnati.... 15,823 10, 783
Kentucky 1,615 1,357
Ohijo...._. 11,717 7,274
Tennessee 2,491 2,152
No. 6—Indianapolis. . 8, 786 6, 596
Indiana. . ... 5,360 2, 453
Michigan___._..___ 3, 426 4,143

State and Bank Year ending | Year ending
District June 30, 1938 | June 30, 1939
No. 7—Chicago....... 8, 864 7,989
Nlinois__ ... 5, 596 4,769
‘Wisconsin.. 3, 268 3,220
No. 8—Des Moines_.. 7,947 6, 744
Towa_ . ... ._ 1,065 1,093
Minnesota. - 1, 489 1,030
Missouri-_._. 4,349 3,894
North Dakota..._ 379 223
South Dakota..... 665 504
No. 9—Little Rock... 5,235 4,727
Arkansas__....... 668 387
Louisiana. - - 1,004 906
Mississippi- - © 816 503
New Mexico.-.... 170 227
Texas ... _.._ 2, 577 2,704
No. 16—Topeka._____ 7,202 4,817
Colorado- ... 574 383
Kansas___ - 1, 508 1,271
Nebraska - 2,117 1,392
Okiahoma.__._.__. 3,003 1,771
No. 11—Portland_.___ 2,705 1,868
Idaho_____._.____ 106 94
Montana. 218 124
QOregon.. 529 515
Utah_____ 400 191
‘Washington._ . 1,402 749
Wyoming. . . 50 195
No. 12—Los Angeles._. 6, 889 5, 490
Arizona_ ... ... 377 181
Califorma 6, 491 5,292
Nevada...__.__._ 21 17

Source: Division of Research and Statistics, Federal Home Loan Bank Board.

EXHIBIT 6

Rate of residential building in all cities of 10,000 or more population— Estimated
number of family dwelling units provided1n each Federal Home Loan Bank -District,
per 100,000 population, monthly averages

1936 | 1937 | 1938 | 19392 1936 | 1937 | 1938 | 1939 ¥

United States...__ 19.4 1 21.9 | 28,0 | 31.0 |} No. 6—Indianapolis..._. 14.0 | 16.6 1 20.9 | 28.3

No. 7—Chicago.._... 7.2 81} 81 1.2

No. 1—Boston........_. . 12,0 | 11.4 | 12.9 || No.8—Des Moines. 14,1 114,1 ;182 220
No. 2—New York.___ .0 | 28.0 | 44.6 1 35.5 || No.9—Little Rock. 31.7 | 340 | 46.4 | 58.2
No. 3—Pittsburgh X 10.5 | 11.7 | 15.4 || No.10—Topeka.........; 19.7 | 23.1 | 22.8 { 31.0
No. 4—Winston-Salem..| 31.0 | 33.1 | 37.5 | 47.6,|| No.1l—Portland________ 21.827.2 200 342
No. 5—Cincinnati-_..__- 12,0 } 13.4 { 12.6 | 150 |} No.12—Los Angeles....| 48 3 | 53.1 | 64.9 | 84.1

1t In the compilation of this material,

building-permit data collected by the U. S. Department of Labor

has been used; publicly financed units are excluded. In order to provide a basis for comparison of resi-
dential building activity between various sections of the country, a ratio of the total number of new family
dwelling units to existing population has been computed instead of the absolute number of dwelling units
provided. Population estimates used in computing the rate of building are based on the U. 8. Census of
1930, with adjnstment for population inecreases since that time.

2 Monthly average, January to June 1939.

Source: Division of Research and Statistics, Federal Home Loan Bank Board.

Digitized for FRASER

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



166

REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

EXHIBIT 7

New nonfarm residential building in the Unifed States
[Thousands of dwelling units]

1- 2- Apart- - 1- 2- Apart-

Year family |family | ment | L°tal Year family | family | ment | Tot&l
437 146 133 716 39 4 11 54
513 175 183 871 42 3 10 55
534 173 186 893 110 6 28 144
572 157 208 937 207 10 65 282
491 117 241 849 225 14 54 203
454 99 257 810 260 17 70 347
436 78 239 753
316 51 142 509
185 28 73 286 118 8 25 151
147 21 44 212

61 6 7 74 171 10 52 233

Source: For 1922 to 1936* National Bureau of Economic Research. For 1937, 1938, and 1939- Department
of Labor, on the basis of building permit reports for cities of 2,500 population or over.

EXHIBIT 8
Changes in selected types of individual long-term savings

1937 1938 Change

. Percent

Life insurance eompanies 1 ___ .. ____ . ... _..__.. $20, 509,978,564 | $21, 857, 983, 609 -+6.
Mutual savings banks 2_ 10, 185, 271, 000 10, 145, 790, 000 —0.4
All other bankss______.__ . 11,996, 594,000 | 12,291, 525, 000 +2.5
Savings and loan associations ¢._ 4,472,913, 000 4,591, 484, 000 +2.6
Postal savings s _. . __._______. 1, 267, 673, 740 1, 251, 799, 180 —1.3
214 percent postal savings bonds & 119, 086, 360 118, 065, 420 -0.9
U.8.savingsbonds 7. _ ... _.____.__._. O, 963, 735, 743 1,441, 547, 895 -+49.6
Total ot 49, 515, 262, 397 | 51, A98, 205, 104 +4 4

1 Bstimated accumulated savmgs in U. 8. life insurance companies. Represents reserves plus unpaid
dividends and surplus to policyholders, exeept that deduction is made of policy notes and loans and net
deferred and unpaid premiums. Source: Spectator Life Insurance Year Books and Proceedings of the
Association of Life Insurance Presidents. Figures as of Dec. 31.

2 Deposits evidenced by savings passhooks. Source: Annual reports of the Comptroller of the Currency.
Figures as of June 30.

3 Deposits evidenced by savings passbooks. National banks, State commercial banks, loan and trust
companies, stock savings banks, and private banks. Source: Annual reports of the Comptroller of the
Currency. Figures as of June 30.

4 Estimated private investments in savings and loan associations, inctuding deposits, investment securi~
ties, and shares pledged against mortgage loans. Includes estimates for private investments in State-
chartered savings and loan associations in Maryland, Scuth Carolina, Colorado, Idaho, and Arizona.
Source: Compilation by FHLBB Division of Research and Statistics of reports by FHLB System on

TFederal savings and loan associations and by State banking commissioners on State-chartered savings and

loan associations.

8 Source: Annual reports of the Secretary of the Treasury for years prior to 1935.
All figures as of June 30.
Source: Treasury Daily Stazement

Treasury Daily Statement.
7 Current redemption value.
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EXHIBIT 9

Estimated volume of mortgage loans made on nonfarm 1- io 4~-family dwellings, by
type of lender

[Millions of dollars]

Type of lender 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 } 1938
Savings and loan associations. ._..__.._ $1,701/$1, 2621 $892 $543| $414! $451| $564; $755| $897) $798
Insurance companies..__._. 525 400 169 54 10 16 771 1400 2321 242
Mutual savings banks . 612) 484] 350 150 99 80 80 100| 120{ 105
Commercial banks and their trust de-

PATEIENES. oo 670| 364 170| 110| 110| 264 430[ 500 560
Home Owners’ Loan Corporation......{_——._ | |.cc _|ocuo__ 103] 2,116f 7221 154 27 89
Individuals and others. ... _...___._.__ 720; 400 175 100| 150] 443; 605 723{ 669

Total e eieaas 3,536] 2,175 1,092 836 2,923 2,150 2,184| 2,499 2,463

Source: Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 11

Estimated balance of outstanding morigage loans on nonfarm 1- to j-family dwellings
[Millions of dollars]

Type of mortgagee 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 | 1938

Savings and loan associations |$7,008 {36,984 (46,485 1$5, 756 |$5,906 ($4,012 |$3, 467 {$3, 361 |$3, 480 1$3, 630
Insurance companies - ... 1,731 { 1,844 | 1,899 { 1,835 | 1,767 | 1,547 | 1,415 | 1,358 | 1,343 | 1,320
Mutual savings banks._ 3,375 ¢ 3,375 [ 3,200 { 3,000 | 2,850 { 2,750 | 2,700 | 2,670
Commercial banks ? 2,145 1 1,995 | 1,810 { 1,189 | 1,189 | 1,230 | 1,400 | 1,600
Home Owners’ Loan

tlom . e [ ISR S _-.| 1032209 | 2,897 | 2,763 | 2,398 | 2,169
Individuals and others 3_______ 7,200 | 7,400 | 7,500 | 7,000 | 6,700 | 6,200 | 6,000 | 6,000 | 6,180 | 6,332
Total . 21, 664 (21,953 {21,404 (19,961 (18,486 {18,157 (17,818 117,462 |17, 501 [17,721

' The estimates of the outstanding balance of nonfarm home-mortgage loans by type of nstitution for
1938 and the revised statistics for the immediately preceding years have been developed from exhaustive
studies of recent surveys of mortgages recorded throughout the country by type of mortgagee. These
comprehensive analyses have been used in conjunction with reported statistics of the mortgage holdings of
savings and loan assoclations, life-insurance companies, mutual savings banks, commercial banks, and the
Home Owners’ Loan Corporation The figures for the Home Owners’ Loan Corporation reflect the actual
balance of mortgage loans held and adyances outstanding. The figures for savings and loan associations
are based on a compilation of the annual reports of Federal savings and lean associations to the Federal
Home Loan Bank Board, and of the annual reports of State-chartered savings and loan associations to
their supervisors and to the Federal Home Loan Bank Board. The estimates for life-insurance companies
were developed from study and summary of detailed reports which were received from a sample group of
insurance companies holding more than 85 percent of life-insurance-company assets. These schedules
provide a detailed break-down of their mortgage-loan portfolios. The estimates for mutual savings banks
were developed by applying to the total mortgage holdings of these banks, as reported by the Comptroller
of the Currency. additional material collected hy the Division of Research and Statistics of the Federal
Home Loan Bank Board. . As a result of this investigation, it was possible to segregate mortgage holdings
of mutua!l savings banks into the farm and nonfarm element and further to separate the nonfarm element
into mortgages on homes and other-than-home property. The project covered mutual savings banks in
the States of New York and Massachusetts, and involved institutions containing more than 50 percent of
all mutual savings bank assets. For commercial banks, use was made of a study conducted at the end of
1934 by the Federal Housing Administration in conjunction with the Comptroller of the Currency, the
Federal Reserve Board, and the Federal Deposit Insurance Corporation. This canvass segregated mort-
gages on homes from other nonfarm real-estate holdings of the reporting banks. The relationships shown
then have been applied to total mortgage holdings of the banks for earlier years. In recent reports the
Comptroller of the Currency has provided a segregation of mortgage holdings by national banks.” Adjust-
ments have been made in the estimated data on the basis of the Comptroller’s reports as well as the FHA.
reports indicating increased mortgage lending by commercial banks. Finally, 1n the case of individuals
and other types of mortgagees, estimates have been developed for recent years on the bagis of studies of
mortgage recordings by type of mortgagee conducted by the Division of Research and Statistics of the
Federal Home Loan Bank Board For earlier years the estimates have been prepared after reviewing many
studies, bulletins, and researches of various Government and private agencies. Included in these sources
are the Financial SBurvey of Urban Housing, the refinancing operations of the Home Owners’ Loan Cor-
poration by type of mortgagee, local surveys conducted by the National Association of Real Estate Boards,
special surveys of the Federal Home Loan Banks, figures supplied by the New York State Mortgage Com-
mission, sundry reports of the Mortgage Bankers Association, hearings of the Sabath Committee investi-
gating real estate bond holdings committees

2 Does not include trust department of commercial banks. .

3 Includes trust department of commercial banks, fiduciaries, real-estate, bond companies, title and
mortgage companies, philanthropic and educational institutions, fraternal organizations, construction
companies, RFC Mortgage Company, ete.

The first figure of the 1933 column sh
: ould read
%41?06,000,000 instead of $5,906,000,000,
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Federal Home Loan Bank System—Number and estymated assets of member
institutions, June 30, 1938, and June 30, 1939

Number of members Assets of members

1638 1939 1938 1939
United States - oo oo oo 3,956 3,946 | §4, 308,104,000 | $4,600, 318, 000
No.1—Boston. ..o 208 216 621, 377, 000 649, 203, 000
Connectictt ... 46 48 79, 4565, 000 85, 315, 000
aine. ______ 21 22 17, 869, 000 18, 373, 000
Massachusetts. 118 123 467, 888, 000 435, 581, 000
New Hampshire. 15 15 26, 404, 000 27, 556, 000
Rhode Island__ 4 4 25, 967, 000 28, 159, 000
Vermont_ ... 4 4 3,794, 000 4,219, 000
No.2—New York ... ... 419 420 474, 085, 000 474, 561, 000
New Jersey - . 295 296 246, 014, 000 219, 708, 000
New York . oo 124 124 228,071, 000 254, 853, 000
No. 8—Pittsburgh___ . . 569 548 236, 695, 000 244, 955, 000
Delaware. v oo 7 7 2, 209, 000 2, 485, 000
Pennsylvania.._.__.__ 530 510 216, 813, 000 223, 435, 000
West Virginia, 32 31 17,673, 000 19,035, 000
No.4—Wimston-Salem_...._.__. ... . ___ ... 428 417 462, 836, 000 535, 129, 000
23 22 24, 526, 000 29, 221, 000
18 20 114, 803, 000 125, 949, 000
53 53 41,713, (000 53, 803, 000
57 57 25, 367, 000 30, 342, 000
86 75 50, 599, 000 53, 771,000
112 114 153, 921, 000 182, 589, 000
40 40 23, 105, 000 27, 484, 000
39 36 28, 802, 000 31, 970, 000
564 579 790, 350, 000 841, 697, 000
94 93 88, 852, 000 93, 554, 000
428 444 647, 697,000 686, 205, 000
42 42 53, 801, 000 61, 848, 000
No. 6—Indianapolis 208 214 239, 983, 000 250, 887, 000
Indiana. R 156 159 141, 847, 000 151, 833, 000
Michigan 52 55 98, 136, 000 99, 054, 000
No, 7—Chieago. e 482 477 389, 555, 000 405, 353, 000
TIHNO88 - - e e e 353 349 239, 507, 000 258, 193, 000
Wisconsin..____._ .. .. 129 128 150, 048, 000 147, 160, 000
N0, §—Des MOInNes. - oo 243 246 178, 300, 000 197, 402, 000
TOW e oo oo 61 66 33, 525, 000 39, 204, 000
Minnesota_ .. - 40 39 36, 152, 000 44, 689, 000
Missouri...__. 115 114 89, 776, 000 93, 794, 000
North Dakota. 14 14 9, 363, 000 9, 787,000
South Dakota- - oo 13 13 9, 484,000 9, 928, 000
No. 9—Little RoeK. ... 293 288 332, 862, 000 364, 532, 000
ATRANSAS - oo o e 41 41 14, 743, 000 16, 380, 000
Louisiana 70 69 124, 074, 000 129, 217, 000
Mississippi.-. 28 27 20, 043, 000 22, 570, 000
New Mexico. - 16 15 4, 969, 000 5,249, 000
B T U 138 136 169, 033, 000 191, 116, 000
N0, 10—T0DPEKA ... <o e 232 234 181, 520, 000 188, 703, 000
Colorado...__ 40 27, 105, 000 29, 044, 000
Kansas.... 105 104 61, 179, 000 58, 779, 000
Nebraska. 35 35 36, 448, 000 43, 607, 000
Oklahoma. - - iiceacs 52 55 53, 788, 000 57,273, 000
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Federal Home Loan Bank System—Number and estimated assets of member
institutions, June 30, 1938, and June 30, 1939—Continued

Number of members, Assets of members
1938 1939 1938 1939

137 134 114, 194, 000 128,017, 000
9 117,000 6, 985, 000
13 12 6, 523, 000 9, 700, 000
29 30 8, 989, 000 29, 167, 000
10 10 25, 807, 000 14, 252, 000
65 63 13, 410, 000 63, 235, 000
10 10 55, 301, 000 4, 518, 000
1 4,047,000 160, 000
173 173 286, 347, 000 319, 879, 000
3 3 2, 334,000 3,078,000
164 163 280, 711, 000 312, 997, 000

2 3 732,000 3
4 4 2, 570, 000 3, 010, 000

EXHIBIT 13

Federal Home Loan Banks—Advances and repayments for periods indicated, and
the balance of advances outstanding at the close of such periods

Advances

Repayments

Balance out-
standing _

193701y - oo e
August___

Total, fiscal year 1939 ... _._.______

Grand total through June 30, 1939

$48, 894, 602, 41
62, 871, 970, 22
36, 683, 308. 61
78,195, 224, 32

114, 287, 052. 41

$1, 230, 772.82
25, 387,445, 72
42, 599, 148, 52
38, 840, 900. 50
65, 817, 003. 856

$47, 663, 820. 59
85,148, 354,09
79, 232, 514. 18

118, 586, 838. 00

167, 056, 886. 56

10, 221, 429, 84
11, 116, 419. 02
9,330, 371. 28
8,991, 254. 84
7,001,123, 74
17, 590,772, 89
3,722,730.00
4,070, 622, 57

14, 846, 451. 86

7,707,421.76

5, 464, 846. 38
4,791,230, 17
5,131, 335. 58

169, 570, 894. 66
175, 607, 137. 85
179, 511, 2145, 86
184, 041, 110. 50
187, 335, 541. 76
200, 094, 628. 48
190, 537, 906. 76
187, 518, 067. 91
183, 125, 489. 52
183, 749, 571. 25
186, 509, 821. b8
196, 224, 937. 36

105, 432,1157. 95

- ~76,264,107.15

4,944, 007. 35
4,293, 884. 00
6, 561, 499. 04
4,735,722. 66
5, 246, 902. 10
14, 995, 541. 90
2,922, 785. 00
2,333, 900. 00
3, 898, 200. 00
3, 580, 641. 91
6, 307, 000. 00
18, 838, 990. 66

9,276, 755. 82
6, 768, 425. 78
6,428, 884. 85
5, 065, 948. 26

3,779, 461. 07
5, 840, 579, 58

22,913, 631, 53

10, 571, 147. 80

12, 898, 951. 04
8, 018, 005, 31
5, 572, 017, 37
5,788, 639, 57

191, 892, 188, 89
189, 417, 647. 11
189, 550,261. 30
189, 220, 035. 70
189, 687, 475. 83
198, 842, 438, 15
178, 851, 591. 62
170, 614, 343. 82
161, 613, 592. 78
157,176, 220. 38
157,911, 212. 01
168, 961, 563. 10

_____ 78, 659, 074. 62

103, 922, 448, 88

~523,023,390 54

- 354,061, 827 44

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



173

EXHIBITS

0T "898 ‘196 ‘831

98 “Lg6 ‘¥2T ‘961

98 "988 ‘990 'L9T

00 '8€8 ‘98¢ ‘811

81 FIS ‘263 ‘6L

60 '$9€ ‘871 ‘08

94 °28L ‘89¥ ‘L1
68 900 ‘665 '

32 ‘019 ‘092 ‘01
L '$8¥ ‘6L1 ‘6

16 189 ‘p2¥ ‘91
$1'39L ‘81¥ ‘LG
68 766 ‘51 0T
¥ ‘965 ‘85L ‘61
£8 ‘816 ‘196 ‘21
20 '86F ‘98¢ ‘9T
¥ '900 /966 ‘9T
66 °C29 ‘89¢ ‘9$

20 '99¢ ‘219 ‘91
8% 929 ‘616 ‘0

6L VIE ‘¥8C ‘T1
¥8 L0 ‘839 ‘T1
$9 '690 ‘€80 ‘9T
€9 'TPL 299 3¢
$2 '8¢ ‘¥80 ‘21
L1 '$19 ‘88¢ ‘82
90 "6$6 ‘66 ‘ST
90 '890 ‘31 ‘L1
88 995 ‘P09 ‘LT
0T "689 ‘092 ‘8%

V1 '199 'Le8 3T
97 ‘8.8 ‘206 ‘C

19 'T59 ‘880 ‘8

0’592 6L 01
66 °£86 ‘160 ‘TT
¥9 288 ‘6LL ‘LT
G918 ‘9.7 6

09 "980 ‘288 ‘9%
78 19 ‘099 ‘€1
65 "S19 ‘P89 ‘F1
1€ "080 ‘¥80 ‘61
1€ 210 ‘0%¢ ‘2$

1 "F89 ‘186 ‘9
63 '2L1 ‘910 ‘2
05 °G26 ‘30T ‘9
9% "09% ‘188 ‘8
60 395 ‘561 ‘L
18 '899 ‘TI ‘03
¥ '889 ‘68 ‘9
96 1063 ‘9.5 ‘07
89 '80% /968 ‘3
20 "L&P ‘0FF ‘T
+0 098 ‘g11 ‘91
18 ¥BL ‘819 ‘8%

29°98¢ ‘686 ‘2
00 80F ‘208 ‘2
21°TIL ‘88 ‘T
99 089 ‘S0€ ‘¢
¥ '0£8 ‘615 '€
28 °09L ‘¥2¢€ 21
0¢ "98 ‘960 ¢
0 "985 ‘2.8 ‘ST
0F "093 ‘080 ‘9
$8 703 ‘€91 ‘01
€F "691 ‘650 ‘FT
98 ‘083 ‘6.8 ‘%

21046 206 ‘2
LL°059'0V1 '
66 ¥28 ‘556 ‘¢
S0°'091 ‘169 ¥
¥3 580 ‘628 ¥
00 “LIE ‘663 ‘IT
£6 0SF ‘PLT ‘O
28 199 ‘928 ‘91
91 586 P91 ‘9
$€ "018 ‘983 ‘01
97 '89¢ VT¥ ‘€L
28 0% 286 T$

TTT e TTSSTmommmosssemsssesemoomoomos ""T§9[A3UY SOY
T TTTTmTTomTTmomoesmossnsoseoesesoeomeeos puejjiod
TTT TTTTTTITT oeTemmesoossmesomooommmocmemoes Byaedo,T,
........................................... 390y NITT
............................. ST TTTTTTUUSAUIO SO
.............................................. 038O14D
..................................... sTjodBsuBIpuy
..................................... 1BUTRUID
........................................ WO[BE-UOISUL A
.......................................... q310qs))id

6861

861

2861

9861

SE61

pe61

6o-rg6T +wafl (0asy 4opa fo 28010 2y} W $PUYSLT Yuvg fig BuIPUDISING SIUDAPY —SYUDE UDOTT FUWOL] [D19P2

¥1 LI9IHXH

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



174 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

EXHIBIT 15
Federal Home Loan Banks— Percent of members borrowing as of June 80
1935 1936 1937 1938 1939
28.9 40 4 40 39.9 32.4
[ ' 54.8 60.3 61.7 63 2 60. 5
Pittshurgh.. ... 71.0 76.1 80.4 80 8 78.1
Winston-Salem 55.8 61.7 65.7 7L.7 56.6
Cincinnati. 52 2 55.6 54.8 56 0 46.8
Indianapol 43 5 541 705 66.8 59.3
Chicago. .. . 73.1 80.5 82 4 8L1 75.3
Des MoInes . oo 51.7 60 7 68.7 68.7 65.0
Little Rock... - 33.1 59.5 62.7 60.1 51.7
Topeka..._.. - 42.5 63 2 875 66.8 58.5
Portland . 55.8 60. 6 67.2 69.3 53.0
Los Angele - 46.9 61.3 68.2 73.4 71.1
B 73 71 54.6 63.6 67.3 67.8 60. 4
EXHIBIT 16

Types of advances made by the Federal Home Loan Banks

The twelve Federal Home Loan Banks may make the following

types of advances:
ADVANCES TO MEMBERS

(¢) Up to ten years on the security of home mortgages or obliga-
tions of or guaranteed by the United States. Such advances up to
one year need not be amortized, but when made for more than one
year, must be amortized on a monthly or quarterly basis, and are
subject to the following limitations as to amount:

1. If secured by a mortgage insured under the provisions of
Title I of the National Housing Act, the advance may
be for an amount not in excess of 90 percent of the unpaid
principal of the mortgage loan.

2. If secured by a home mortgage given in respect of an amor-
tized home mortgage loan which was for an original term
of six years or more, or in cases where shares of stock,
which are pledged as security for such loan, mature in a
period of six years or more, the advance may be for an
amount not in excess of 65 percent of the unpaid prin-
cipal of the home mortgage loan; but in no case shall the
amount of the advance exceed 60 percent of the value of
the real estate securing the home mortgage loan.

3. If secured by a home mortgage given in respect of any other
home mortgage loan, the advance shall not be for an
amount in excess of 50 percent of the unpaid principal of
the home mortgage loan; but in no case shall the amount
of such advance exceed 40 percent of the value of the
real estate securing the home mortgage loan.
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4. If secured by obligations of the United States, or obliga-
tions fully guaranteed by the United States, the advance
shall not be for an amount in excess of the face value of

such obligations.

() Up to one year on securities other than obligations of or guar-
anteed by the United States, providing such securities constitute an
investment which the member is legally authorized to make, have a
readily ascertainable market value and are not in default with re-

spect to payments of interest or principal.

Such advances cannot be

in excess of 80 percent of the market value or the principal amount
of such securities, whichever is less.

{¢) Up to one year without security or on any kind of security te
members whose creditor liabilities (not including advances from the
Federal Home Loan Bank) do not exceed five percent of their net

assets.

(@) Up to thirty days on an unsecured basis or on any kind of
security. Such advances must be repaid at maturity or refunded

with eligible collateral.

In making such advances, there is no re-

quirement that the creditor liabilities of the member do not exceed

five percent of its net assets.

ADVANCES TO NONMEMBER MORTGAGEES

Up to ten years on mortgages insured under Title II of the National

Housing Act.

a monthly or quarterly amortization basis.

EXHIBIT 17

Advances for more than one year must be repaid on

Federal Home Loan Banks—=Statement reflecting the trend of collateralized and
uncollateralized advances outstanding by half-year periods

Collateralized advances

Uncollateralized ad-
vances

Total ad-
vatnce(s1 out- N
standing Amount out- | Percent mount Percent
standing of total outlsrtlgnd- of total
Jane 30, 1933. .o $47,663,830 | $16, 521, 239 97.6 | $1,142, 591 2.4
Dec. 31,1933 - 85, 427, 264 84, 299, 622 98.7 1,127,632 1.3
June 30, 1934_ .| 85,148,354 82, 740,248 97.2 | 2,408,106 2.8
Dec. 31, 1934 86, 658, 313 82, 032, 059 94.7 | 4,626,254 53
June 30, 193 79, 232, 514 68, 045, 199 85.9 | 11,187,315 14.1
Dec. 31, 193 102, 794, 588 77,212,211 75.1 | 25,582,377 24.9
June 30, 1936 _| 118,586,838 90, 893, 235 76 6 | 27,693,603 23.4
Dec. 31, 1936 ol 145,400,730 | 111, 596, 594 76.8 | 33,804, 136 23.2
June 30, 1937_ -| 167,056,887 | 130,944,112 78.4 | 36,112,775 21.6
Dec. 31, 1037__ -| 200,094,628 | 159, 255,784 79.6 | 40, 838,844 20,4
June 30, 1938 o1 196,224,937 | 163,386,013 83.3 | 32,838,924 16.7
Dec. 31, 1938... .| 198,842,438 | 167,239,646 84 1 | 31,602,792 15.9
June 30, 1989. oo L 168, 961, 563 86.1 | 23,518,895 139

145,442, 668
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EXHIBIT 18

Federal Home Loan Banks—Inierest rates charged to member institutions for
advances as of July 1, 1939

Long term | Short term | Short term
secured secured | unsecured
Percent Percent Percent
Boston1___. 3 25 0r 3 2% 0r3
New York! 3 1i50r3 135 0r 3
Pittsburgh_ 3Y 314 3%
‘Winston-Salem 3% 3V 3%4
Cincinnati__..___ - 3 3 3
Indianapolis. . ... .. ._ . 3 3 3%
Chicago .o - 3 3 3%
Des MoInes oo e . 3 3 3
Little Rock. —— [P - 3 3 3
Topeka. 3 3 3
Portland 3 3 3
Los Angeles 3 3 3

1 T'o obtain the lesser rate the advance must be repaid in installments within 1 year.
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EXHIBIT 20
Federal Home Loan Banks—Investment holdings at the close of the fiscal year 1939

Interest rate Face value
U. 8. Treasury bonds*
Jumne 15, 1904340 e 334 $150, 000
Aug. 1, 1941 e 3 150, 000
June 15, 1947-4 334 200, 000
Oct, 15, 1945-43__ 34 650, 000
Apr. 15, 194644 e 3Y 850, 000
Deec. 15,195444__________________.____ 4 500, 000
Sept. 15, 104745 _____ .. ___ 284 2,050, 000
Dec. 15, 1945_ .. ... 215 235, 000
Mar. 15, 195646 .« i 334 200, 000
June 15, 1948-46 .o 3 1, 650, 000
June 15, 1949-46. e 3% 900, 000
Dec. 15, 1947 e 2 350, 000
Mar. 15, 1951-48 e 284 1, 195, 000
Sept. 15, 1948 e 214 200, 000
Dee. 15, 1952-49_ . . e 3% 300, 000
Deec. 15, 195349 aeeeo 215 3,900, 0600
Sept. 15, 105250 - - -~ ol 214 2, 850, 000
June 15, 1954-51 o e 234 3, 147, 000
Sept. 18, 195551 - - - e 3 140, 000
Mar. 15, 1960-55.. - _ e 2%% 5,176, 000
Sept. 15, 105956 . o 234 , 000
DecC. 15, 196560 < oo e e 234 4, 305, 000
30, 026, 000
U. 8. Treasury notes
Dee. 15, 1939 ... 134 250, 000
Mar. 15, 1940 15¢ 600, 000
June 15,1940 - __._ ... 114 450, 000
Mar. 15, 1941__ 114 150, 000
Dec. 15, 1941 __ 147 300, 000
Mar. 15,1942 __ ... 134 500, 000
Dec. 15,1942 __ .. 134 200, 000
June 15, 1943 134 1, 845, 000
Dec. 15, 1943 e 1% 1, 450, 000
0477 SOOI SRS 5, 745, 000
Total Treasury ISSUeS. eooocomciommmo oo cccccccccee | cemm e 35, 771, 000
Maiscellaneous securities.
Home Owners’ Loan Corporation bonds:
Aug 1, 1949-39 234 3,075
May 15, 1941 __. b4 120, 000
July 1, 1944-42___ 27 2,975, 800
May 1, 1952-44__ 3 500, 000
June 1, 194745 e 13 2, 674, 000
Total e 8,272,875
Federal Farm Mortgage Corporation bonds.
Jam, 15, 194742 e ——————e 3 300, 000
May 15, 1949-44 _ 3 600, 000
Total...- 900, 000
Commodity Credit Corporation notes:
NOV. 2, 1989 - o e 34 200, 000
Reconstruction Finance Corporation notes:
July 20, 1041 e % 480, 000
Jan. 15, 1042 e % 3, 400, 000
Mot e | 3, 880, 000
U. 8. Housing Authority, notes:
Febo 1, 1084 oo oo e e 136 640, 000
Total miscellaneous ISSWeS . - - oo oo oa | em e 11,892, 875
Grand total . . e 47, 663, 875
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EXHIBIT 21
Federal Home Loan Banks—Statement of consolidated debentures outstanding, June
0,
. Series ““C” Series “D” Series “E”*
Total out 2%, due 29 due 1% due
4 Dec.1,1940 | Apr.1,1943 | July 1, 1939
Boston. .. 0 0 0 0
New York._ - 0 0 0 0
Pittsburgh. . __.________._ - $8, 500, 000 $1, 500, 000 $4, 000, 000 $3, 000, 000
Winston-Salem__.___________ , 9, 000, 000 3,000, 000 2, 500, 000 3, 500, 000
Cineinnati____ . 14, 350, 000 2,750, 000 2, 500, 000 9, 100, 000
Tndianapolis_ - _ 6, 250, 000 2,000, 000 2,500, 000 1, 750, 000
Chicago. .- oo _ 20, 250, 000 8,000, 000 3,000, 000 9, 250, 000
Des Moines__.____._...___. 9, 500, 000 3,000, 000 4, 500, 000 2,000, 000
Little Roek_ ... _...__. 4,000, 000 500, 000 1, 500, 000 2, 000, 000
Topeka._ - 4,750, 000 750, 000 2,000, 000 2,000, 000
Portland_. 2,025, 000 0 0 2,025, 000
Los Angele 11, 375, 000 3, 500, 000 1,000, 000 6, 875, 000
QL. 90, 000, 000 25, 000, 000 23, 500, 000 41, 500, 000
EXHIBIT 22

Federal Home

Loan Banks—Inierest rates paid to member institutions for time
deposits as of July 1, 1939

On deposits remaining—
Limitation (whichever is greater)
30to 90 Over 90
days days

Percent Percent
Boston.__. - % 14| $50,000 or 1 percent of assets.!
New York 1 | None.
Pittsburgh._ 114 0.
‘Winston-Sal 1 | $100,000.
Cineinnati_.__ 14| $100,000 or 5 times minimum stock subscription.
Indianapolis. ..o feeacemooo 1 | None.
Chicago . - oo eecmeeem 1 114 Do.
Des Moines 1 Do.
Little Rock No interest paid.
ToPeKa _ oo mmm——e e 1 | None.
Portland No interest paid.
Los Angeles 1 | None.

1 This limitation does not apply to deposits held on Feb. 28, 1939,
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190 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

EXHIBIT 25

Federal Home Loan Banks—Total dividends declared through June 30, 1939, and
the annual rates paid semi-annually for the fiscal years 1938 and 1939

Total dw“}g’;‘is:i%?%%r:d through Fiscal year 1938 Fiscal year 1939
U.s To8, 10 | o510 | 1008 g | 1998, 10
. S. 1937, to 38, to 38, to 1939, to
Total Government| Members | po’sy | fune 30, | Dec. 31, | Fune 30,
1937 1938 1938 1939
Percent | Percent | Percent | Percent
Boston___ ... $912, 180.42 | $720,792 11 ) $191,388.31 114 115 134 1
New York__ 1,854,442 59 (1,495,852.75 | 358,589 84 2 2 1 1
Pittsburgh____ 995,027.34 | 834,111.39 160, 915. 95 1 1 1 )
Winston-Salem. 788,117.25 | 603,825.29 | 184, 291.96 1 1 1 10}
Cincinnati__.. 2, 243, 382 64 11, 563, 506. 79 679, 875. 85 2 2 2 2
Indianapolis 837,035.56 | 624,317.00 | 212,718.47 1% 134 144 114
Chicago_..._ 1, 880, 765. 82 11, 519,948.45 | 360, 817. 37 2 2 2 2
Des Moines. 825,054.60 | 680,531,44 | 144, 523.16 2 2 2 14
Little Rock. 710,893.23 | 595,166.62 | 115, 726. 61 1 1 1 1
Topeka..... 418,329.32 | 349, 920. 56 68, 408. 76 1 1 1 1
Portland..... 425, 819.12 372, 140. 88 53, 678. 24 134 14 1M b2
Los Angeles_.. 607, 583. 81 489, 032. 73 118, 551. 08 134 1% 134 114
Total.oo._.._.. 12,498, 631. 70 {9, 849, 146.10 [2,649,485 60 |- .|l |\ .

1 Dividends are usually declared on a calendar-year basis.

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



EXHIBITS

EXHIBIT 26

Federal Home Loan Bank System—Members of the Federal Savings and Loan
Advisory Councsl

MEETING OF NOVEMBER 1938

191

Name Foderal Home Loan Bank District f;%‘gﬁ:g
Morton Bodfish_________ .. .. Chieago_ . s Elected.
G. W. Bahlke .| Winston-Salem — Do.
L. A, Boyles._ -| Des Moines. __ ..o ueomeoas Do.
H. F. Cellarius. _| Cineinnati. . Do.
Albert J. Evers . _. .1 Los Angeles Appointed.
Charles T. Fisher, Jr.. - Indianapolis_ . ... Do.
I. Friedlander?.__ _ Little Roek. . s Elected.
Paul F. Good. ... S| Popeka . e cieemae Appointed.
Raymond P. Harold. . S BOSbOD L Elected.
‘Will C. Jones, Jr..._ _ Lattle RoeK. oo ieaee Appointed.
George E. McKinnis_ o] Topeka. . el Elected.
F. 8. McWilliams__ - Portland. ool Do.
James J. O’Malley__ W Pittsburgh .l Do.
LeGrand W, Pellett S New York. oo Do.
Joseph H. Soliday. . J| Boston_. .. Appointed.
Harold B. Starkey_. -| Los Angeles___.___ .. Elected.
E. T. Tripp..._._ .| Patsburgh_ . Appointed.
William C. Walz. .. e Indianapolis_ . .o Elected.
MEETING OF APRIL 1939
_________________________________ Chieago oo cccmcemcmiccccceccccenan--| Elected.
-| Des Moines. e Do.
-| Cineinnati- oo e Do.
_| Los Angeles. . . oo _oao. Appointed.
Charles T. Fisher, Jr._ -| Indianapolis. o oo Do.
I. Friedlander 3.__ o Little Roek . ... o oo . Elected.
Paul F. Good___. _| Topeka.. ... ____...___ Appointed.
Raymond P. Harold ... | Boston.. _.ooo________ _| Elected.
George E. MeKinnis. Topeka. .. _oou .. Do.
James J. O’Malley. . .| Pittsburgh.______________ Do.
LeGrand W. Pellett | New York______._____... Do.
Joseph H. Soliday. . 2| Boston___._._____._. .. Appointed.
Harold B. Starkey.. -| Los Angeles._____.._... Elected.
William O, Walz_ _| Indianapolis_.______. Do.
J.T,8.Lyle3.___ S| Portland . emmeccccaea Do.
George W. West 4. .. mos ‘Winston-Salem Do.

1 Alternate for David G. Davis.

2 Acted as Chairman,

3 Alternate for F. 8. McWilliams.
¢ Alternate for George W. Bahlke;
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192 REPORT OF FEDERAL. HOME LOAN BANK BOARD, 1939

EXHIBIT 27

Eistimated volume of new mortgage loans made by all savings and loan associations, .
by months, July 1936—June 1939

Type of association
Total loans Stat N
ate onmem-
Federals members bers
T Y e $67,896,000 | $21, 491,000 $27, 898, 000 $18, 507, 000
August - 67, 208, 000 21, 571, 000 26, 773, 000 18, 864, 000
September._ _ - 68, 913, 000 22, 500, 000 26, 761, 000 19, 652, 000
October___ - 76, 521, 000 23, 914, 000 30, 864, 000 21, 743, 000
November. _ - 63, 315, 000 19, 771, 000 26, 344, 000 17, 200, 000
December.__ - 85, 535, 000 22, 517, 000 27, 252, 000 15, 766, 000
' 1937
JaOUATY o emeieaeoes 53, 867, 000 17, 543, 000 20, 729, 000 15, 595, 000
February _| 56,735,000 | 19,360,000 | 24, 594, 000 12, 781, 000
March . . - 77, 214, 000 27, 829, 000 32, 177, 000 17, 208, 000
April.. - 89, 600, 000 32, 915, 000 37, 395, 000 19, 260, 000
May._. - 89, 332, 000 30, 998, 000 39, 288, 000 19, 046, 000
June_._ - 92, 211, 000 31, 577, 000 39, 965, 000 20, 669, 000
July._._ - 82, 234, 000 28, 693, 000 35, 758, 000 17,783, 000
August... - 77,017, 000 26, 768, 000 32, 334,000 17, 915, 000
September.. _ - 78, 314, 000 26, 189, 000 33, 307, 000 18, 818, 000
October.___ - 75, 456, 000 24, 539, 000 32, 104, 000 18, 813, 000
November._ _ - 64, 503, 000 20, 829, 000 27,113, 000 16, 561, 000
DT 000 o S U 60, 096, 000 20, 038, 000 24, 522, 000 15, 536, 000

49,102, 000 16, 781, 000 20, 879, 000 11, 442, 000
50, 093, 000 17, 520, 000 22, 073,000 10, 500, 000
65, 218, 000 23, 356, 000 27, 835, 000 14, 027,000
73,307,000 26, 107, 000 30, 238, 000 16, 962, 000
72, 279, 000 24,721, 000 31, 196, 000 16, 362, 000
73,067, 000 26, 310, 000 30, 350, 000 16, 407, 000
67, 639, 000 23, 823, 000 28,973, 000 14, 843, 000
74, 709, 000 26, 858, 000 29, 506, 000 18, 345, 000
71, 647, 000 25, 650, 000 29, 255, 000 16, 742, 000
72, 931, 000 26,534 000°| 30, 546, 000 15, 851, 000
64, 070, 000 24, 220, 000 26, 115, 000 13,735,000
63, 934, 000 25, 019, 000 26, 504, 000 12, 411,000

55, 567, 000 20, 894, 000 23, 071, 000 11, 602, 000
58, 309, 000 22, 298, 000 24, 161, 000 11, 820, 000
73, 378, 000 29, 811, 000 30, 124, 000 13, 443, 000
83, 425, 000 33,400,000 | - 32,562, 000 17, 463, 000
89, 123, 000 36, 358, 000 35,426, 000 17, 339, 000
94, 154, 000 39, 094, 000 36, 465, 000 18, 595, 000

Source: Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 28
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Estimated volume of new morigage loans made by all savings and loan associations
during the fiscal years 1938 and 1939, by Federal Home Loan Bank Districts

- , Percent

District 1938 1939 change
United States. . oo $820, 686, 000 $368, 886, 000 5.9
No0. 1—B0StOI_ - .o 78, 951, 000 77,677,000 -1.6
No. 2—New Yor 78,075, 000 85, 470, 000 9.5
No. 3—Pittsburgh_ . 64, 638, 000 70, 425, 000 90
No. 4—Winston-Salem____....._..______. 109, 891, 000 119, 865, 000 9.1
No. 5—Cinemmnati_ ... ...__________ 137, 424, 000 135, 003, 000 -1.8
No. 6—IndianapoliS. . aocaeaoaooo_ 36, 779, 000 40, 919, 000 11.3
No. 7—Chicago_ . .o 82, 133,000 85, 218, 000 3.8
No.8—Des Moines__...oooo__..o____ 48, 438, 000 53,374,000 10.2
No. 9—Little Rock ... 45, 877, 000 53, 616, 000 16.9
No. 10—Topeka . . _.oomemuoaaa 42, 956, 000 43, 384, 000 1.0
No. 11—Portland._ . ____ .. .__..__. 28, 241, 000 30, 295, 000 7.3
No. 12—Lo0s Angeles. . e eaean 67, 283, 000 73, 640, 000 9.4

Source: Division of Research and Statistics, Federal Home Loan Bank Board.

EXHIBIT 29

Distribution of new morlgage loans made by all savings and loan members of the
Federal Home Loan Bank System, according to purpose

Fiscal year 1937 Fiscal year 1938 Fiscal year 1939
Purpose of loan
Dollars Percent Dollars Percent Dollars Percent
Construction. .. ... 185, 388, 000 28 4 | 177,548,000 28 2 | 219,726,000 320
Home purchase. _-| 217,518,000 33.4 | 209,272,000 33.2 | 216,789,000 31.6
Refinancing._ .- .-| 146, 582,000 22 5 | 134, 558,000 21.4 | 136,494, 000 19.9
Reconditioning._ R 39, 535, 000 6.1 41, 981, 000 6.7 41, 842, 000 6.1
Other .. 63, 003, 000 9.6 66, 201, 000 10.5 71, 846, 000 10.4
Total. oo 652, 026, 000 100.0 | 629, 560, 000 100.0 | 686,697,000 100.0

Source: Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 31

Percentage distribution of balance-sheet items for all savings and loan members of the
Federal Home Loan Bank System, as of Dec. 81, 1938, compared with Dec. 81, 19837

Percentage ratio to total assets

All savings

State- State~
Federal sav- chartered |chartered un-

Ttem and loan ings and loan | insured sav- | insured sav-
members associations | ings and loan |ings and loan
associations | associations
1937 | 1938 | 1937 | 1938 | 1937 | 1938 | 1937 ; 1938
Number of member institutions.._______._.__ 3,890 | 3,895 | 1,319 { 1,362 560 735 ] 2,011 | 1,798
ASSETS
Per- | Per- | Per- | Per- | Per- | Per- | Per- | Per-
Furst mortgage loans (including interest and | cent | cent { cent | cent | cent | cent | cent | cent
advances) . - o oo ____ 72.82 | 74.41 { 79.39 | 79.80 | 72.03 | 73.42 | 69.07 | 70.57
Junior mortgage liens (including interest and
AdVanCes) - . oo e . .15 .06 .06 .16 .17 .24 .21
Other loans (1ncluding share loans) . .79 .42 .40 .58 B3| L26| 1.24
Real estate sold on contract._.___._______ 3 3,781 3.33}F 3.43] 4.55| 4.83 | 3.45| 3.54
Realestateowned ... ______________ . 11.99 | 8.41 ) 7.46 | 12.61 | 11,15 | 17.48 | 16.06
Federal Home Loan Bank stock . .99 L1157 1,13 .91 .98 .87 .87

Other investments (including accrued in-

Office building (net)
Furniture, fixtures, and equipment (net)
Other assets ..o cmacaaas

1.26 | 290 | 2.38| 3.07[ 2.67
494 | 421 4.70( 2.99) 336
1.20 | 1.53 | 1.33{ LO8| 1.05
.14 .10 .12 .07 .07
.18 .42 .39 .42 .36

Total assets. - .o o o

100. 00 [100. 00 |100.00 {100.00 |100.00

LIABILITIES AND CAPITAL

U. 8. Government investment (shares and
deposits) . - o
Private repurchasable shares_
Mortgage pledged shares._______.._.____
Deposits and mvestment certificates
Advances from Federal Home Loan Bank._

3.47| 3.45) 560 | 578 | 543 | 575
140 1.52| 1.83 | 1.93| 221 | 2.88

Other borrowed money. 50 .49
Loans 1n process.._.__ - .63 .80
Other liabilities. ... ..o 1,19} 112
Capital, permanent reserve, or guaranty stock. .71 .71
Specific reserves. . oo .ol .69 .35
General reserves._ 4.87 1 4.95
Undivided profits 1.89 { 220

Total habilities and capital. ... 100. 00 {100. 00

100. 00 |100.00 {100. 00 |100.00 |100.00 |100. 00

Source: Division of Research and Statistics, Federal Home Loan Bauk Board.
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EXHIBIT 32

Operating ratios for savings and loan member instituiions of the Federal Home
Loan Bank System, calendar year 1938

PERCENTAGE RATIO TO GROSS OPERATING INCOME

_{ Reporting | Reporting | Reporting
iﬁn sr: p{); b s Federal insured uninsured
Item oS )  savings State- State-
members and loan | chartered | chartered
associations; members | members
Number of institutions reporting 3,004 1,355 588 1,151
Interest income: Percent Percent Percent Percent
On mortgage loans—Ordinary cash collection____.____ 84.24 85.99 82. 4 83.40
On real estate sold on contract. .. _.._.___ - 3.82 3.73 5,28 2.96
Net income on real estate owned_ ... ___.__.__ S 3.4 2.39 3.82 4.38
Other operating income. — 8,50 7.89 8. 41 9. 26
Comapensation to directors, officers, employees, etc. 12.71 13.27 13.92 11 27
Rent, light, heat,ete.______ . __.______________. 1.54 1.84 1.42 1.26
Repairs, taxes, and maintenance of office building 1.03 1.04 1.11 .96
Advertising_ ... 2.06 3.13 1.92 .93
Federal insurance premitum ... ..o oo 1.24 1.92 1.93 0
Other operating eXpense . .. . .o 7.36 7.37 9.26 6,17
Net operating income before interest and other charges... 74. 06 71.43 70.44 79 41
Interest charges:
On deposits, investment certificates, etc.._______.. 5.70 .06 13 39 7.06
On advances from Federal Home Loan Banks. 3.18 4,69 2.78 1.73
On other borrowed money__.._._.__.__..__ - .31 .15 .37 .46
Total interest charges. ____._. - 9 19 4,90 16 54 9.25
Net operating income. _._______ - 64 87 66. 53 53 90 70 16
Total nonoperating income. ... - 2.91 2 61 3.25 303
Total nonoperating charges_. - 3.47 2. 44 2 31 5 39
Net income for the year. . aiaaeas 64 31 66.70 54 84 67 80
PERCENTAGE RATIO TO NET INCOME
Dlsposmon of net income for the year:
For bonus on shares.. ... 0.12 0.28 0.05 0.01
Legal reserves. . 3 02 .18 3.99 5.67
Foderal insurance reserve. . ._............-_.._._. 3 59 5.50 6. 29 .04
TFor contingencies. .. __ 5 96 7.07 3.7 6.15
Real estatereserve. .. .. oooocociias 1.41 112 1.03 1.94
For other purposes. 83 .29 133 1.17
Dividends. . .oz 78.70 77.88 74,83 81.67
Balance to undivided profits 6.37 7.70 9,21 3.35

Sourge: Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 33

Number distribution of member savings and loan associations of the Federal Home
Loan Bank System, by asset size groups, as of June 30, 1939

197

All member sav- < Insured State- | Noninsured State-
ings and loan as- Federt%g:socm- chartered associa- | chartered associa~
sociations tions tions
Asset size groups
Num- | Percent | Num- |Percent | Num- | Percent | Num- | Percent
ber of total ber of total ber of total ber of total
$0 to $100,000.___._. - 350 9.0 146 10.6 53 6.7 151 8.7
$100,000 to $250,000.. - 933 239 307 22,2 155 19.7 471 27.2
$250,000 to $500,000_..__ . 886 22.7 281 20.4 181 23.0 424 24.5
$500,000 to $1,000,000..__ - 771 19.8 262 19.0 158 20.1 351 20.3
$1,000,000 to $2,500,000. . - 623 16.0 260 18.8 160 20.4 203 11.7
$2,500,000 to $5,000,000. . - 213 5.5 74 5.4 52 6.6 87 5.0
$5,000,000 and Over__..._..._- 121 3.1 50 3.6 27 3.5 44 2.8
Total.. e 3,897 100.0 1,380 100. 0 786 100.0 1,731 100.0
Asset distribution of member savings and loan associations of the Federal Home
Loan Bank System, by asset size groups, as of June 80, 1939
[Aggregate assets reported in thousands]
All member sav- ;.| Insured State- Noninsured
ngs and loan Fedel;ai}’gssocm chartered asso- | State-chartered
associations crations associations
Asset size groups P P P P
Aggre- O | Aggre- | . °0 | Aggre- | SO0 | Aggre- | T
gate C%I%t gate O%I%t gate C%Iflt gate C%Iflt
assets total assets total assets total assets total
$0 to $100,000_._ ... $24, 009 06 $9, 638 07 $3, 690 04| $10,681 0.7
$100,000 to $250,000_. 157, 824 40 51, 367 36 16, 749 3.0 79,708 5.0
$250,000 to $500,000-. 318, 845 8.1 100, 294 7.0 65, 029 7.3 153, 522 9.6
$500,000 to $1,000,000._ 552, 276 14.1 189, 451 13.1 113, 639 12 7| 249,186 15.6
$1,000,000 to $2,500,000. - 968, 565 24 6 | 402 501 27.9 | 246,629 27.5 | 319,345 200
$2,500,000 to $5,000,000-_ 716,237 | 18 2 | 250,014 17.4 | 182,242 | 20.3 | 283,981 17.7
$5,000,000 and over__________.___. 1,196,885 | 30 4 | 436,633 | 30 3 | 257,532 | 28 8| 502,720 31.4
) 7 3,934,641 | 100 O [1,439,988 | 100 0 | 895,510 | 100.0 |1, 599,143 | 100.0
EXHIBIT 34

Federal Savings and Loan Associations—Number and estimated assets as of the end of
each fiscal year, 1984—39

o Estimated assets '
Number of associations (in thousands of dollars)
Date
Total New |Converted] Total New Converted
June 30, 1934 __ .. __ 370 320 50 $41, 402 $3,198 $38, 204
June 30, 1935_. 851 554 297 304, 569 36, 145 268, 424
June 30, 1936_. 1,135 637 498 655, 192 116, 670 538; 522
June 30, 1937_. 1,286 647 639 986, 297 222, 528 763, 769
June 30, 1938__ 1,346 640 708 1,213, 874 301, 242 912, 632
June 30, 1939. 1,386 636 750 | 1,442,069 397, 239 -1, 044, 830
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EXHIBIT 36

Federal savings and loan associations—Private investors in repurchasable shares
and private repurchasable capital, by Federal Home Loan Bank Districts and by
States, June 30, 1938, and June 30, 1939

Numbe;ggc r;::g?elgg:xgrs inre- Private repurchasable capital
Junes0, | Juue S, | Increase | June 30,1938 | June 30,1939 | Increese

United States._._._... 1, 030, 096 1,299,915 | 269,819 | $763, 724,553 | $990, 871, 600 {$227, 147, 047
No. 1—Boston. ... 81,720 98,772 | 17,062 | 74,387,313 | 87,534,300 | 13,146,087
Connectictt .. ... 9, 815 14,457 | 4,642 | 4,478,426 | 6,891,600 | 2,413,174
aine..__.... 473 599 126 219,019 357, 200 138, 181
Massachusetts.__ 66, 049 75,330 9, 281 63, 927, 252 72,756, 300 8, 829, 048
New Hampshire. 3,808 6, 202 2,394 4,327,715 5, 385, 100 1,057, 385
Rhode Island._ 537 706 169 167, 825 286, 600 118,775
Vermont .. -ocouoenooo 1,038 1,478 440 1, 267,076 1, 857, 500 590, 424
No.2—New York._____._____ 160, 318 185, 205 24, 887 84,231, 683 105, 576, 800 21, 345, 117
New Jersey - - caooommomoo|emmmo oo e e | e ce oo
New York. .o 160, 318 185, 205 24, 887 84, 231, 683 105, 576, 800 21, 345,117
No. 3—Pittsburgh_..___.____ 31, 665 56, 644 24,979 20, 447, 459 37, 850, 900 17, 403, 441
Delaware_ . _.__..__.__. 78 78 |ooee oo 151, 000 151, 000
Pennsylvania. 47,532 | 22,052 | 14,580,204 | 20,001,000 | 15,311,796
West Virginia..____.__._ 9,034 1,949 5, 858, 255 7,798, 900 1, 940, 645
No. 4—Winston-Salem .____ 82, 695 119, 191 36, 496 62, 998, 037 96, 682, 600 33, 684, 863
Alabama. oo 5, 368 6,852 | 1,484 | 3,477,873 | 4,476,100 998, 227
District of Columbia. 6, 998 7,837 839 4, 361, 951 6, 391, 500 2,029, 549
19,386 20,822 | 10,436 | 14,289,075 | 25,678,600 | 1L 389,525
12, 751 16, 942 4,191 7,918,722 11, 828, 800 3,910, 078
14, 104 24,732 10, 628 11, 295, 416 17,374, 700 6,079, 284
5, 349 8, 373 3,024 4, 403, 507 6,860,300 | 2,465, 793
10, 482 13,225 2,743 9, 033. 839 12, 367, 200 3, 333, 361
________________ 8,257 11, 408 3,151 8, 217, 654 11, 696, 700 3, 479, 046
__________ 205, 419 255, 100 49, 681 176, 713, 319 212, 056, 900 35, 343, 581
37, 249 47,419 10, 170 40, 564, 956 47,061, 400 6, 496, 444
156, 177 188, 160 31,983 127, 666, 710 152, 425, 700 24,758, 990
11,993 19, 521 7,528 8,481, 653 12, 569, 800 4,088, 147
_________ 88, 202 100, 138 11, 936 76,941, 072 90, 997, 400 14, 056, 328
_________________ 67,154 70,291 3,137 55, 370, 948 61, 297, 600 5,926, 652
_______________ 21,048 29, 847 8,799 21, 570, 124 29, 699, 800 8, 129, 676
_____________ 69, 441 97,733 28, 292 56, 064, 257 73, 511, 500 17, 447, 243
__________________ 61,911 86,724 24, 813 51 442,491 66, 166, 500 14, 724, 009
.............. 7,530 11, 009 3,479 4,621, 766 7, 345, 000 2,723, 234
_________ 64, 827 81,785 16, 958 41,927, 252 56, 299, 200 14,371, 948
7,583 10, 867 3,284 4, %03, 781 8, 169, 000 3, 275, 219
- 32,337 41, 653 9, 316 15, 452, 265 23, 155, 200 7,702,935
Missouri __. . 21,932 25, 809 3.877 19, 630, 426 22, 536, 400 2,905, 974
North Dakota. . - 1,818 2,163 345 1,122,741 1, 429, 600 306, 859
South Dakota_....___._._ 1,157 1,293 136 828, 039 1, 009, 000 180, 961
No. 9—Little Rock______.__ 44, 066 53, 643 9, 577 42,193, 968 53, 550, 500 11, 356, 532
Arkansas. .. . .o.___.. 5,134 6,337 1,203 5, 681, 743 7,766, 500 2,084,757
Louisiana_ - 8, 234 7,003 769 9, 262, 662 10, 716, 600 1, 453, 938

Mississippi. - 2,915 3,519 604 2,295, 771 3, 159, 200 )
New Mexico.._ - 949 1,130 181 891, 887 1, 279, 500 387, 613
TOX88 o eevmeccceceaan 28,834 35, 654 6, 820 24, 061, 905 30, 628, 700 6. 566, 795
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Federal savings and loan associations—Private investors in repurchasable shares
and private repurchasable cupital, by Federal Home Loan Bank Districis and by
States, June 30, 1938, and June 30, 1939—Continued

Private invest;)trl:riénsrepmchasable Private repurchasable capital
June 30, JuI%«%gO, Increase | June 30, 1938 | June 30, 1939 | Increase
No. 10—TopeKa.cocme o= 51,125 68, 103 16,978 $51, 781, 301 $65, 728, 500 | $13, 947,199
Colorado .- oo 13,791 15,127 1, 336 11, 646, 927 13, 414, 000 1,767,073
Kansas._ . 7, 465 17, 857 10, 392 5,032, 105 13, 571, 600 8. 539, 405
Nebraska. 4,429 5, 564 1,135 3, 579, 048 4, 283, 700 704, 654
Oklahoma._ __..ceoooeoo 25, 440 29, 555 4,115 31, 523, 223 34, 459, 200 2,935,977
102, 257 113, 059 10, 802 33,454,112 42, 828, 600 9, 374, 488
7,223 8,487 | 1,264 | 3,197,663 | 3,778, 600 580,037
8 5568 50 213, 460 64, 600 51, 140
11,003 13,725 2,722 5,008, 930 7, 298, 000 2,198,070
8, 352 8, 631 279 3,574,467 3, 863, 500 289, 033
73,723 79, 762 6,039 20, 614, 199 26, 264, 600 5,650, 401
1,362 L717 355 '181 | 1,280,200 554, 019
86 179 93 28,212 79, 100 50, 888
48, 361 70, 542 22,181 42, 584, 780 68, 254, 100 25, 669, 320
1,453 1,781 328 858, 120 1, 259, 100 400, 980
45, 819 67, 657 21, 838 40, 233, 386 65, 508, 800 25, 275, 414
______ 1,080 | L1104 | 15| 1,483,274 | 1,486,200 | —7,072

Source Division of Research and Statistics, Federal Home Loan Bank Board.

EXHIBIT 37

Federal savings and loan associations—Invesiments of the U. S. Treasury and the
Home Owners’ Loan Corporation, by Federal Home Loan Bank Districis and by
States, June 30, 1938, and June 30, 1939

June 30, 1938 | June 30, 1939 Increase
United States. oo ool $218, 567, 000 $217, 025, 500 —§1, 541, 500
NO. 1=-BOStON -« o e e e 9, 295, 700 9, 645, 700 350, 000
Conrnectieut. 3,132, 500 3,132,500 0
Maine..____. 207, 000 257, 000 50, 000
Massachusetts. .- 5, 246, 200 5, 446, 200 200, 000
New Hampshire _._________._____________.___ 475, 000 475, 000 0
Rhode Island.__ . . . - 185, 000 285,000 100, 000
Vermont___. e 50, 000 50, 000 0
No. 2—New York. .. 29,973, 300 29, 143, 300 —830, 000
New Jersey - oo |t oL
New York_______. e et 29, 973, 300 29, 143, 300 ~—830, 000
No. 3—Pittsburgh__ ... 9, 530, 200 9, 868, 700 338, 500
Delaware. e
Pennsylvania__ 8, 386, 200 6, 690, 700 304, 500
West Virginia. . _______________________ . 3, 144, 000 3,178, 000 34, 000
No. 4—Winston-Salem___.___.__ . ... 29, 743, 800 30, 029, 200 285, 500
1, 260, 500 1,310, 500 50, 000
50, 000 , 000 0
11,832, 400 11, 856, 400 24,000
.............. 4, 449,900 4, 396, 900 —53, 000
Maryland. ... 3, 825, 000 3, 857, 500 32, 500
North Carolina. . 3,013, 500 3, 003, 500 80, 000
South Carolina 1,922, 500 1, 922, 500 0
Virginia. - 3, 390, 000 3, 542, 000 152, 000

183130—39——14
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Federal savings and loan associations—Investments of the U. S. Treasury and the
Home Owners’ Loan Corporation, by Federal Home Loan Bank Disitricts and by
States, June 30, 1938, and June 30, 1939—Continued

June 30, 1938 June 30, 1939 Increase

No. 5—Cineinnati. ... $27, 327, 600 $26, 708, 100 —-$619, 500

Kentucky 3,926, 000 3, 631, 500 —294, 500

Ohio______ 16, 517, 000 16, 202, 000 —315,000

Tennessee 6, 884, 600 6, 874, 600 —10. 000

No. 6—~Indianapolis ... .. ... 12, 075, 300 12, 036, 800 —38, 500

Indiana. .. ... ... I 8, 632,000 8,932, 500 300, 500

Miehigan. ... . . 3, 443, 300 3. 104, 300 —339, 000

No. 7—Chieago_ .. ... . 23, 968, 500 23, 372, 500 —596, 000

NI .. 20, 481, 500 20, 250, 500 —231, 000

Wiseonsin. .. ... . ... 3, 487, 000 3,122,000 —365, 000

No.8—Des Mgnes. .. ... _______._____ 18, 794, 300 18,793, 300 —1,000

TOW e oo 2,447,000 2, 482, 000 35, 000

Minnesota. 8, 573, 300 8, 536, 300 —37,000

Missouri 7,116, 000 7,107, 000 ~9, 000

North Dakota_.__...__ 305, 000 315,000 10, 000

South Dakota._ .. .. _____ 353, 000 353,000 0

9, 572, 600 8, 881, 600 —691, 000

1,924, 500 1, 650, 000 —274, 500

435, 500 370,000 —65, 500

771, 500 754, 500 —17, 000

342,000 292, 000 —50, 000

6, 099, 100 5, 815,100 —284, 000

No. 10—Topeka. ... 9, 396, 000 9,435, 500 39,500

Colorado_ ... 2, 615, 000 2, 594, 500 —20, 500

Kansas__ 2, 855, 000 3, 255,000 400, 000

Nebraska__ 1,441, 000 1, 338, 000 —105, 000

Oklahoma 2, 485, 000 2, 250, 000 235, 000

18, 531, 500 18, 337, 500 ~—194, 000

2, 325, 600 2, 325, 600 ]

30, 000 30, 0 0

4, 621, 500 4, 597, 500 —24, 000

1, 700, 000 1,700, 000 0

8, 813, 000 8, 643, 000 -170, 000

1. 008, 100 1, 008, 100 0

33, 300 33, 300 0

No.12—Los Angeles.____.___ ... 20, 358, 200 20, 773, 200 415, 000

ATIZOD oo 590, 000 605, 000 15,000

California. .. - 19, 768, 200 20, 168, 200 400, 000

Nevada._

Hawaii. ... ...

Source: Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 38

Federal savings and loan associations—Summary of new mortgage loans made by
reporting associations during year ended June 30, 1939

Repairs

: Home pur-| Refinane- Other pur-
Construction and recon- Total
chase mg ! ditioning poses

United States. ... $123, 028, 800 |$94, 354, 900 |$67, 189, 700 |$18, 465, 000 |$28, 730, 000 |$331, 768, 400

No. 1--Boston___..._.__..._. 7,038,000 | 7,723,400 | 4,442,600 | 1,797,000 | 1,933,500 | 22,934, 500
Connecticut. ... 1, 513, 600 829, 300 783, 900 184, 600 31, 600 3, 343, 000
Maine._ ... .- . 43, 300 90, 300 100, 700 15, 300 35, 600 285. 200
Massachusetts. - 4,950, 400 6,034,200 | 3,059, 000 1, 393, 000 1, 435, 300 16, 871, 900
New Hampshire._ B 181, 600 263, 900 255, 800 137, 600 373,700 1, 212, 600
Rhode Island._ - 145, 500 154,200 102, 900 7,000 - 409, 600
Vermont.._.._ B 203, 600 351, 500 140, 300 59, 500 812, 200

No 2—New York__....____. 13,805,200 | 8,691,000 | 3,902,800 546,100 | 1,923,300 | 28,868,400
NeW JeIrso¥ - o ovoemoowmn|omccmc oo sl _
New York - ._..o..._ 13, 805, 200 | 8,691,000 | 3,902, 800 546,100 | 1,923,300 { 28,868, 400

No 3—Pittsburgh.__..__.__ 5,245,900 | 5,863,000 | 3,237,800 788, 700 866,700 | 16,002, 100
Delaware. ... 57, 000 98, 800 10, 700 7,000 | .. ... 173, 500
Pennsylvania. 4,127,600 } 4,971,600 2. 264, 000 359, 600 458, 600 12,181,400
West Virginia_....._.___ 1,031, 300 792, 600 963, 100 422, 100 408, 100 3, 647, 200
No. 4~Winston-Salem._____ 19, 621,800 | 11,245,100 | 7,914,000 | 2,245 000 | 1,042,800 | 45,068,700
Alabama ... 433, 400 359, 400 409, 200 137, 500 181, 200 1, 520, 700
Dastrict of Columbia____ 1, 960, 200 738, 800 814, 900 129, 300 304, 800 3, 948, 000

6,712,600 1 1,765 000 } 1,904, 200 503,300 | 1,886,900 | 12,772,000
2,031,800 { 1,126,000 | 1,410,700 382,700 380, 700 5,331, 900
1,544,300 | 4, 308,300 207, 300 137, 700 162, 900 6, 960, 500
1,912, 600 789, 600 808, 900 324, 400 349, 900 4,185, 400
2, 563, 100 819, 500 833,400 390, 000 448, 300 5, 054, 300

South Carolina

Virgima. .o 2,463,800 | 1,338, 500 925, 400 240, 100 328,100 5,295, 900
No. 5—Cinecinnati..._._____ 15,964,100 | 17,374,400 | 11,552,600 | 3,315,100 | 5,066,600 | 53,272,800
Kentucky 2,379,700 | 3,346,600 | 2,242, 400 800, 600 938, 000 9, 707, 300
Ohio.._.___ 11, 156, 500 | 13,084,300 | 7,710,600 | 2,073,100 | 3,634,200 { 37,658, 700
Tennessee 2, 427, 900 943,500 | 1, 599, 600 441, 400 494, 400 5, 906, 800
No. 6—Indianapolis_..___.__ 5,966,700 | 5,314,500 | 4,201,200 { 1,722,800 | 1,832,800 | 19,038,000
|
Indiana . ... __ 2,510,600 | 4,280,800 | 2,639,100 | 1,440,200 | 1,256,100 | 12,135, 800
Michigan_._._____._._.__ 3,456,100 | 1,024,700 | 1,562,100 282, £00 576, 700 6, 902, 200
No. 7—Chicago. .........._. 6,094,600 | 9,727,500 | 7,772,900 | 2,256,200 | 2,495,600 { 28,346,800
THino1s. oo 4,829,700 | 8,411,100 | 7,147,300 | 2,027,400 | 2,255,500 | 24,671, 000
‘Wisconsin______._____._ 1,264,900 | 1,316,400 625, 600 228, 800 240, 100 3, 675, 800
No. 8—~Des Moines. . _.__ . 8,216,300 | 6,256,100 | 6,004,700 | 1,559,300 } 1,823,300 | 23,859,700

1,582,800 | 1,356,300 | 1,014,000 357, 500 225, 800 4, 536, 400
4,624,800 | 2,717,300 | 2,751,200 752,700 { 1,219,500 | 12, 065, 500
1,779,900 | 1,972,300 | 2,093,800 360, 200 289, 000 6, 495, 200
132, 000 107, 700 62, 800 59, 700 42,100 404, 300
96, 800 102, 500 82,900 29, 200 46, 900 358, 300

9,818,000 | 4,419,600 | 4,063,200 | 1,490,700 { 1,945,100 { 21,736,600

909, 200 991, 600 534, 600 293, 500 511,100 3, 240, 000
1,991, 100 635, 600 252, 300 248, 300 313, 400 3, 440, 700

Mississippi_ - 575, 700 179,700 480, 700 158, 300 149, 900 1, 544, 300
New Mexico- - 332, 000 72,300 144,100 27, 800 28, 000 604, 200
TeXa8. oo 6,010,000 | 2,540,400 | 2,651, 500 762, 800 942,700 | 12,907, 400
No. 10—Topeka_._.._._._._. 5,541,900 | 7,098,400 | 3,908,300 927,800 | 2,693,100 | 20,169, 500
Colorado_......___._._. 1,309.000 | 1,661,100 | 1,247,800 288, 800 543, 900 5, 050, 600
Kansas_._. . 833,700 | 1,127, 600 403, 500 145, 900 309, 900 2, 820, 600
Nobraska. . - 711, 000 358, 800 303, 800 86, 100 233, 500 1, 693, 200
Oklahoma. . ... 2,688,200 | 3,950,900 | 1,953,200 407.000 | 1.605 K00 | 10, 605, 100

! Refinancing of associations’ own mortgages includes only the amount of increase in the mortgage.
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Federal savings and loan associations—Summary of new mortgage loans made by
reporting associations during year ended June 30, 1939—Continued

| Repairs
. Home pur- | Refinane- Other pur-
Construction and recon- Total
chase ing 1 ditioning poses

No. 11—Portland. .._______. $6, 233,100 | $4, 105,600 | $4, 150, 200 $881, 000 | $2, 124, 600 | $17,495, 400
Idaho .. __.________._.___. 469, 700 310, 100 373,200 89, 800 178, 300 1,421,100
Montana_ 48. 900 29, 400 16, 400 7,7 7,900 110, 300
Oregon..._ 1, 452, 500 690, 900 836, 000 169, 500 342, 600 3, 491, 800
Utah_. . _____.__ 587, 200 295, 600 197, 300 36, 100 107, 200 1, 223, 400
‘Washington 3, 141, 500 2, 527, 000 2, 538, 700 469, 900 1, 300 200 10, 037. 300
‘Wyoming 418, 400 224,100 187 000 05, 600 28, 100 1, 053, 200
Alaska_ o ... 114, 900 28, 500 1, 600 13,300 | . _____ 158, 300
No. 12—Los Angeles...._._. 19,483,200 | 6,536,300 | 6,039,400 934,400 { 1,982,600 | 34,975,900
Arizona. .. __._______.__ 498, 700 148, 000 143, 300 15, 400 112, 800 918, 200
I(\Jrallhgnia_ 18,706,000 | 6,243,900 | 5,800, 100 894,900 | 1,828,600 | 33,473.500
evada. . o_ooeooo oo |
Hawsail. ... 278, 500 144, 400 96, 000 24,100 41, 200 584, 200

1 Refinancing of associations’ own mortgages includes only the amount of inerease in the mortgage.
Source: Division of Research and Statistics, Federal Home Loan Bank Board.

EXHIBIT 39

Federal savings and loan associations—Consolidated statement of operations for
1,856 reporting Federal savings and loan associations for the year ended December

1938
[Dollar amounts in thousands]}
Ratio to :
\ Ratio to
Ttem Amount | ETO5S net
perating 4, ome
income
GROSS OPERATING INCOME
Interest: R . Percent | Percent
On mortgage loans—ordinary cash collections._ . ___________.__.._..__ $57, 326 85.99
On mortgage loans—all other . . _.____._._______ 521
On loans on shares, passbooks, and certificates___ 219
On real estate sold on contract__________.___.____ 2, 486
On investments and bank dep051ts_ 566
Other.. .. ___ ... 69
Premium or commission on lo y) 938
Appraisal fees, legal fees, and u.ut]a] servme charg 1,470
Other fees &1A ANOS. .- oo oo 191
QGross income from real estate owned____. (8, 339)
Legs—cost of repairs, taxes, and maintenance________._ (6, 748)
Net income from real estate owned..__...._ 1, 591
Gross income from office building_ ... __.___.___._. 798
Dividends on stock in Federal Home Loan Bank.__ 206
Other dividends. . _.__ . - 22
Miseellaneous operation income._ - . meen 263
Gross operating Ineome . e 66, 666
LESS OPERATING EXPENSE
Compensation to directors, officers, employees. ... - o oo 8, 852
Collection expense (agents, 66C.) ... ... 11
Legal services—retainer, travel, and special . _.____________________________ 386
Expense account of directors, ofﬁcers and employees._ 219
Rent, light, heat ete_... . ... ... . ... 1, 229
Repairs, taxes, and maintenance of office building__ 692
Depreciation of office bnilding. . ... 311
Furniture, fixtures, and equipment including depre: at; 401
Advertising_ ... . . 2, 086
Stationery, printing and office supplies. _ 871
Telegraph, telephone, postage, and express.. ._.._.._.._.... 426
Insurance and bond Premitums. . oo 418
Federzal insurance premium.._.._._....._. 1,292
Audit L e cecccemcammaman 142
Supervising examinations and assessments_ . 368
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Federal savings and loon associations—Consolidated statement of operations for
1,855 reporting Federal savings and loan associations for the year ended December

1938—Continued

Ratio to

Ratio to
Item Amount | _8r0ss net
operating | .
income | l0COME
LESS OPERATING EXPENSE—continued

Percent | Percent
Organization dues_ .. ... .. $184 28 L.l .
Other operating @Xpense _ _ . . oo 1,366 2,05 | oo
Total operating X pense. .. e 19, 049 28. 57 42.84
Net operating income before interest and other charges. ... _________. 47, 617 71.43 107.09

LESS INTEREST CHARGES

On deposits, investment certificates, etc 42

On advances from Federal Home Loan Bank. 3,128

On borrowed MONEY .. .o e e e m e 96
Totalinterest. ... . e 3, 266 4,00 7 34
Net operating income. ... icncmaenee 44, 351 66. 53 99 75

ADD NONOPERATING INCOME
Dividends retained on repurchases and withdrawals__._._._.__.__________ 81 | .07
Profit on sale of real estate____.._._..__.___._..__. 2.78
Profit on sale of investments .45
Other nonoperating iNCOMe __ .. ..o .63
Total nonoperating income_ _ _________ ..o 1,740 2 61 301
Net income after interest and before charges_ ... __.____________ . ______.__ 46, 091 69. 14 103. 66
LESS NONOPERATING CHARGES d
Foreclosure costs and back taxes on real estate acquired (unless capitalized
or chareed tOTeSeTVes) . . .. oo 17
Lossonsaleofreal estate..._.._.___ 2 17
Loss on sale of investments.....___ .09
Other nonoperating charges 1.23
Total nonoperating charges_ .. ... ... 1,627 2 44 3 66
Net income for the year. .. e 44, 464 66 70 100 00
LESS TRANSFERS FOR RESERVES AND DIVIDENDS

For bonus 0N Shares - o - .o 116 | .26
Legal reserves... ... 78 | .18
Federal insurance reserve 2,444 |_ 5. 50
Yor contingencies. . __.___.__.._.____ 3,142 | 7.07
Real-estate reserve. 498 | 1.12
129 | .29
34,6829 | 77.88
3,428 | ________. 7170

Source: Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 40

Federal savings and loan associations—Operating ratios of 1,345 Federal savings and
loan associations grouped as to size of association

[Based on annual reports for 1938]

REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

Number | Operating | Operating Ogg:;‘;ég Compensa- | Advertising
Asset groups of report- | income to | expense to to gross tion to gross| to gross
ing asso- average average operating operating | operating
ciations net assets | net assets {ncome income income
0to$74,999 ___ ____________.___ 148 6 39 168 26 27 14. 02 1. 96
$75,000 to $149,999_._____ 199 6 44 1.81 28 07 15 15 2,09
$150 000 to $299 999._____ 266 6 14 179 29 22 15 47 231
$300 000 to $499 999 ___ .. 170 611 179 29. 35 15 20 2 61
$500,000 to $749 999 _____ 155 5 98 175 29 26 14 91 2. 60
$750,000 to $999 999____ 99 591 1.73 29 31 14.42 318
$1, OOO 000 to $1,499,999_ 119 5. 66 168 29 74 13. 90 3 42
$l,500,000 to $2,499,999_ 97 5 63 161 28. 55 13.19 3.75
$2,500,000 to $3,999,999_ 37 539 146 27 07 12 08 334
$4,000,000 to $5,999,999_ 31 523 148 28.37 12.32 3 28
Over $6,000,000____ . __._.__._ 24 4 89 127 25 96 11.78 2.94
EXHIBIT 41

Federal savings and loan associations—Average annual dividend rates declared for
the calendar years 1937 and 19381

1937 1938 1937 1938
3. 50 3.49 .|| District No. 7. .o 3.79| 3.73
3.53 329 TNmMois . oo 3.770 370
Wisconsin. - . ... . 3.98) 396
371 3 42
2 04 319 || District No. 8. . oo 3.39| 3.38
3 32 327
4 00 3 50 Towa. 374 376
300 3.00 Minnesota 304 304
333 3.33 Missourt. . . 357 3.56
North Dakota_ 3.15| 3.23
Distriet No. 2. _.__.___..__._._._. 2.65 2.68 Bouth Dakota__. 3.95 393
New Jersey o cooeoeeee oL District No 9 oo 4090 415
New YOorK-cuoocooocomaoamnaos 2.65 2.68
Arkansas. ... 408 406
District No. 3. oo 3.91 3 84 Louisiana_ 401 4.02
Mississippi- - 407 4.06
Delaware - - -oooooooccoamao] oo 3.50 New Mexico 446) 409
Pennsylvania - 3 84 3.78 XA« - oo 415] 424
‘West Virginia._._____________ 4,00 3 99
Distriet No. 10 ... __ 384 371
District No, 4.« oo 3.94 3.92
Colorado.. ... __.__.._____ 351 3.33
Alabama__..__...__._________ 3.94 3.94 Kansas ... 3.44 3 47
District of Columbia_ N D 3,98 Nebraska.__ 3.28] 322
Florida. . .__._. - 4.03 3 98 Oklahoma. 399 405
Georgia___ - 4,07 3.93
Maryland._____________._._.._ 3 53 3.60 352 3.37
North Carolina._______._._.__ 425 4,15
Bouth Carolina. - 4 00 4,00 4 00{ 4.00
Virginia..____ .. ___ 397 3908 370 351
300 350
District No. 5. _ .o 357 3.56 339 338
3.78 334
KXentueky_ ... ... 3.90 3.93 3.48; 3.32
Ohio______. 342 339 392 3.91
Tennessee 401 4.03
3.91 389
Distriet No. 6. ____.____________ 3.10 3.11
Arizona_ ... 4.00f 4 00
Indiana__.__________________. 31 3.12 California_ . ... 3.91 390
Michigan___.._.._____________ 308 3.09 Nevada._ - oo
Hawail el 3.50

1 Average weighted by amcunt of invested capital.
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EXHIBIT 43

Federal Savings and Loan Insurance Corporation—Comparison of all savings and
loan members of the Federal Home Loan Bank System with all insured savings and
loan associations, by Federal Home Loan Bank Districts and by States, June 30,

1939

All savings and loan | All insured assoeia- Ratio of

members tions Rai iodall a;%egsl .of
imemred 55| surod o

Federal Home Loan Bank to all ciations

Tristriets and States savings to assets

(| Number | Assets | Number | Assets | and loan of all
members | SEYIDAS

and loan

members
United States... .. _._.__.__ 3,897 | $3,935, 641 2,170 | $2,339, 411 55. 68 59. 44
No.1—Boston..___..__..___._____ 208 449, 841 56 120, 246 26. 92 26.73
Connecticut. .. _____________ 45 33,792 20 15,179 44 44 44 91
Maine_._____.__________ 22 18,373 5 722 22.73 3.92
Massachusetts.___.___ 122 351,917 26 94, 490 21,31 26. 85
New Hampshire 11 13,381 2 7,015 18.18 52.42
Rhode Island .._._.___ 4 28,159 1 758 25 00 2.69
Vermont___.__ ... _.._______.._ 4 4,219 2 2,082 50 00 49,34
No 2—New York___..... ... 420 474, 561 150 236, 344 35.71 49.80
New Jersey. oo 296 219, 708 56 43, 505 18.92 19 80
New York._ .. __._____._ 124 254, 853 94 192, 839 75 81 75.66
No. 3—Pittsburgh___.____________ 547 237,890 165 94,322 30 16 39.64
Delaware_____________________ 7 2,485 1 231 14. 29 9.29
Pennsylvania_ 509 216, 370 139 77,229 27.31 35.69
West Virginia___.___ 31 19, 035 25 16, 862 80. 65 88.58
No. 4—Winston-Salem.__.____.___. 402 377,043 251 194, 183 62. 44 51.50
Alabama. .. ... .. __.______ 18 8,481 15 7,181 83.33 84.67
District of Columbia.._ - 20 125,949 10 25,292 50 00 20. 08
Florida_______._____ - 51 45, 256 49 44,027 96. 08 97.28
Georgia ___. - 55 24, 509 47 22,895 85.45 93.41
Maryland__._____ - 75 53,771 42 29, 705 56. 00 55.24
North Carolina.__ - 108 66, 057 30 20, 780 27.78 31.45
South Carolina. .. - 39 21, 050 34 20, 221 87.18 96 06
Virginia_ ..o 36 31,970 24 24, 082 66 67 75.32
No. §5—Cineinnati. .. oo 575 801, 522 318 514, 809 55 30 64.22
€» 91, 632 55 60, 921 59.78 66. 48
444 686, 205 225 430,419 50. 68 62.71
39 23, 595 38 23, 469 97.44 99. 46
213 249, 715 1711 184,934 80.28 74.05
159 151,833 128 119, 626 80. 50 78.78
54 97, 882 43 65,308 79.63 66. 72
476 402, 595 249 222,882 52.31 55.36
349 258,193 177 157,797 50.72 61.11
127 144, 402 72 65, 085 56. 69 45.07
244 190, 700 155 132,377 63 52 69. 41
66 39, 204 40 15, 586 60. 61 39.75
39 44, 689 34 41,064 87.18 91.88
113 92,792 66 68, 754 58.41 74.09
- 14 9,787 8 4,731 57.14 48.38
12 4,228 7 2,242 58.33 53.02
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Federal Savings and Loan Insurance Corporation—Comparison of all savings and
loan members of the Federal Home Loan Bank System with all insured savings and
loan associations, by Federal Home Loan Bank Districts and by States, June 30,

1939—Continued

Al savingsband loan | All insured associa- Ratig og
members Ratio all assets o
~| insured as- | 811 lgggg_ed
Federal Home Loan Bank So%?gﬁns ciations
Dastricts and States savings to assets
Number Assets Number Assets and loan S;’é&u s -
members and 1 O%m
members
No. 9—Little Roek. ____.._.______ 276 $204, 264 262 $199, 486 94.93 97.66
Arkansas. ... ... _________ 39 13, 365 37 12,950 94 87 96. 89
Louisiana [ 68 91, 709 68 90, 935 100 00 99.15
Mississippi-- o oooooo ol 25 6, 069 23 5,241 92,00 86 35
New Mexico.. ... 15 5, 249 14 4,653 93.33 88.65
129 87,872 120 85, 707 93 02 97. 54
231 162,391 152 125, 469 65 80 77.26
40 29, 044 31 25, 351 77.50 87.28
104 58,779 61 42, 904 58.65 72.99
32 17, 295 19 7,301 59. 38 42.21
55 57,273 41 49,913 74.55 87.15
133 126, 930 110 102, 046 82.71 80.40
8 6, 985 8 6, 985 100. 00 100, 00
12 9, 700 8 8,495 66. 67 87.58
30 29, 167 22 13, 826 73.33 47.40
10 14, 252 9 14,074 20 00 98.75
62 62, 148 53 55, 746 85 48 89.70
10 4, 6518 9 2, 760 490. 00 61.09
1 160 1 160 100. 00 100, 00
172 258, 189 131 212, 318 76.16 82,23
3 3,078 3 3,078 100. 00 100. 00
162 251, 307 125 206, 893 77.16 82.33
3 794 0 0 0 0
4 | 3,010 3 2,342 75. 00 77.81

Source. Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 44
Federal Savings and Loan Insurance Corporation—Financial statement as of June 30,
1939
ASSETS

Cash in U. 8. Treasury ____________ . ____ $320, 285. 57
Accounts Receivable:

Insurance premiums due_._____________ $2, 999. 37

Insurance premiums deferred.__________ 616, 343. 44

_— 619, 342. 81

Investments:

U. 8. Government securities and secur-
ities wholly guaranteed by the United
States.____________________________ 117, 576, 500. 00
Premium less discount on investments__. 286, 779. 42
117, 863, 279. 42
Accrued interest:
On Investwents. .. _____________ __ __________________ 597, 354. 40

Total assets_ . ... 119, 400, 262. 20

LIABILITIES AND CAPITAL
Accounts payable:

For purchases and services_____________ 84, 537. 45
Funds held in escrow (Clinton F. 8. &
L. A., Clinton, Tenn.) __.___________. 73.80
— 4, 611. 25
Deferred income:
Unearned insurance premiums__________ 1, 112, 282. 57
Prepaid insurance premiums_______.____ 24. 44
. 1, 112, 307. 01
Capital and surplus:
Capital stock outstanding. ... _________ 100, 000, 000. 00
Reserve fund as provided
bylaw_____._____.___ $4, 129, 475. 94

Less contributions to in-
sured institutions (cur-

rent year) - _._.__.___ 285, 989. 32
—_————— 3, 843, 486. 62
Special reserve for contingeneies_.______ 12, 000, 000. 00
Surplus_ ..o __ 2, 439, 857. 32
—————— 118, 283, 343. 94
Total habilities and eapital . . ______________________ 119, 400, 262. 20

NoTE.—A contingent liability of $140,505.64 exists due to tentative commitments to insured associations
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EXHIBIT 45

Federal Savings and Loan Insurance Corporation—Income and expense stalement
for the period July 1, 1938, to June 30, 1939

Income:
Insurance premiums earned.____ .. _____.______._______ $2, 291, 892, 74
Admission fees earned . . _._. 45, 352. 73
Total . e 2, 337, 245. 47
Expeunses: 1 .
Administrative. . ____. 213, 122. 16
Nonadministrative. .- . ___ . ______ . __._. 9, 873. 48
Total . e 222, 995, 64
Net operating income .. . _ .. 2, 114, 249. 83
Other income:
Interest earned on investments_._ . ____ . ______________ 3, 367, 431. 81
Amortization of discount on bonds_____ . ________________ 7.92
Miscellaneous receipts._ . o ... 40. 50
Profit on sale of securities_ _ _ . . . ___________. 24, 651. 75
Total . - e 3,392, 131. 98
Other deductions:
Amortization of premium on securities. . _________________ 53, 686. 29
Charge-off of premium on securities_._ .- _____________._. 12, 717. 00
Total. o e 66, 403. 29
Other income less other deduetions__ - ______________ 3, 325, 728. 69
Net income for period_ ... .. 5, 439, 978. 52
Deduct adjustments of prior years__.___ . ________________ 121. 20
Net income_ ... . 5, 439, 857. 32
Allocated to special reserve for contingencies..______._________ 3, 000, 000. 00
Unalloeated ineome. ... o ____ 2, 439, 857. 32

1 Detail expense accounts are shown in Exhibit 46.
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EXHIBIT 46

Federal Savings and Loan Insurance Corporation—Ezpenses for the period July 1,

1938, to June 30, 1989

Administrative expenses:

Personal serviees. .- - ____ . _____. $118, 390, 74
Printing and binding_____________________________________ 3, 199. 57
Supplies and materials_ _ . ________________________________ 335. 29
Travel expenses_. ___ . __ . ___________________________.___ 13,237. 11
Telephone and telegraph_ . _ . ___ . _____________L________ 619. 51
Advertising_ __ . _ .. __. 260. 06
Furniture and fixtures.______________________________..._. 163. 22
Miscellaneous - . __ . _____. 7, 330. 52
Services rendered by Federal Home Loan Bank Board__._____ 69, 196, 77
Audit by Comptroller’s Office of the Federal Home Loan Bank
Board. .. 389. 37
Total administrative expenses_____ . ___________________ 213, 122, 16
Nonadministrative expenses:
Travel expenses_ - . ___ 1, 326. 64
Telephone and telegraph._ . . _______________________ 55. 84
Examining expense . . - - _______.. 4, 138. 67
Attorneys’ fees and expenses_ __ ... ________________ 4, 344. 33
Miscellaneous.- . _ - __ . 8 00
Total nonadministrative expenses..____________.__________ 9, 873. 48
Grand total .. 222, 995. 64

EXHIBIT 47

Federal Savings and Loan Insurance Corporation—Average increase in private re-
purchasable capital of 1,529 identical insured institutions during 1937 and 1938

[Thousands of dollars]
Institutions insured | Institutions insured | Institutions insured
in 1934 in 1935 1 1936
Federal Home Loan Bank District
1937 1938 1937 1938 1937 1938

United States__. .. ________ $93 $130 $71 $111 $35 $69
No. 1—-Boston 245 115 146 189 67 102
No. 2—New York._.. 180 431 77 233 44 91
No. 3—Pittsburgh_ 78 164 40 62 16 30
No. 4—Winston-Salem_______.____________ 123 186 64 93 85 102
No. 5—Cincinnati________ 200 198 117 123 -6 51

No. 6—Indianapolis_._.. 77 125 41 63 —22
No. 7-—-Chicago____ 124 157 54 76 73 82
No. 8—Des Moines 39 63 26 132 38 97
No. 9—Little Rock 50 64 51 78 45 126
No. 10—Topeka. .. 39 78 36 59 0 3
No. 11—Portland. - - 93 97 67 138 39 45
No. 12—Los Angeles - .- cueoeomeoaen 223 276 146 190 133 133

Source* Division of Research and Statistics, Federal Home Loan Bank Board.
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EXHIBIT 48
Home Ouwners’ Loan Corporation—=Status of borrower accounts (original loans only),
June 1939
Paid on
More than
S%E:Sdtul.}:gr 3 install- Total in | In default
Districts and States 3 install- | Doentsin satisfactory| and not
ments in | 8rrears but status | liquidating
arTears liquidating |-
United States... ... 594, 087 78, 536 672, 623 125, 762
Region 1A—New York_ ... _..______s______..__ 53, 206 20, 037 73 243 37,781
4,410 1,133 5, 543 2,075
1,701 271 1,972 588
Massachusetts. . 7,546 2. 559 10,105 | « 6,375
New Hampshire 832 162 994 5
New Jersey..._. 14, 864 3,333 18,197 6, 310
New York.___ 20, 673 11,620 32,203 20, 495
Rhode Island. 2, 586 746 3,332 1,241
Vermont .. cmie 594 213 807 341
Region 2A—Baltimore___________.______________________ 52, 653 6, 611 59, 264 12,702
Delaware_. __._.____ 927 203 1,130 210
Distriet of Columbia. . 1,293 118 1,411 267
Maryland_________ 8,084 1,153 9, 237 2, 636
Pennsylvania. ... ... ... 35,106 4, 460 39, 566 8,103
VITZINIA. o e 7,243 677 7,920 1, 488
Reglon 2B—Cineinnaty ... ________ . _____.. 64, 435 8, 286 72,721 14, 766
Ohio. . 58, 527 7,719 66, 246 13, 597
West Varginia .o el 5,908 567 6,475 1,169
Region3A—Atlanta._____ . _________________ ______. 40, 204 4,159 ' 44,453 7,690
Alabama. ... 9,935 1,217 11,152 1,880
Florida._. 9,011 790 9,801 1, 536
Georgia_______ 9, 800 984 10, 784 1, 670
North Carolma . 7,631 817 , 448 1,685
South Carolina. 3,518 319 3,837 27
Puaerto R1C0. .ol N 399 32 431 141
Region 3B—Memphis. ... u s 50, 639 5,072 55, 721 6, 223
Arkansas.. ... . _____.____.___._ 6,923 662 7,585 605
Kentucky. 5,719 371 6, 090 781
Louisiana._ 9, 275 1,173 10, 448 854
Mississipp. 5, 580 593 6,173 595
Missouri. . 14,030 1, 523 15, 553 2,218
Tennessee.______ 9,112 750 9, 862 1,170
Region 4A—~Chicag0. - oo 61, 237 10, 629 71, 866 12,186
Nmois. . 44 954 7,202 52, 156 6, 910
WISCOMSIT. o - - e e 16, 283 3,427 19, 710 5,276
Region 4B—Detroit__ ... ___ . 87,272 9, 694 96, 966 13, 965
Indiana. .. i 31, 291 3,926 35,217 4, 687
Michigan .. ... 55, 981 5,768 61, 749 9, 278
Region 5A~Omeaha__._.____ . . . ____ 56, 274 7,610 63, 884 8,843
Colorado__ .. 8, 209 858 9, 067 715
Towa.__.__ 12, 833 1,416 14, 249 1,385
Kansas._... , 091 1, 561 10, 652 2,259
Minnesota._ . 13,524 1,998 15, 522 1,657
Nebraska_.__. 7,277 902 8,179 1,381
North Dakota 2,200 306 2, 596 702
South Dakota. 3,140 479 3,619 743
Region 5B—Dallas. . oo ie i ccca e 44, 534 3, 646 48,180 5,761
New Mexico. oo oooe .. 1,730 166 1,896 227
Oklahoma._ - 13,485 1,512 14,997 1,702
B> T N 29, 319 1,968 31, 287 3,832
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Home Owners’ Loan Corporation—=Status of borrower accounts (original loans only),
June 1939—Continued

7
Paid on
More than
o scheduloor | 3 nstall | Totalin | In default
Districts and States 3 install. | mentsin isatisfactory| and not
ments in | afrearsbut | status  liquidating
ATTears liquidating

Region 6—8an Franciseo ..o oo oo ____.___ 83, 543 2,792 86, 335 5,836

AFizOna. . 4,821 133 4,954 422
California: .

Northern Division. ... 39,138 1,288 40, 426 2, 655

Southern Division_ ... T

Idaho___ 3, 507 191 3, 698 351

MODEANR . me e e 2,767 9 2, 866 272

Nevada .o 902 34 936 46

OTeOM . e 7,249 172 7,421 473

Utab_ .. .. 7,704 343 8,047 620

Washington ..o 15, 627 472 16, 099 831

WyOmiIng .o oea e - 1,828 60 1,888 166

EXHIBIT 49

Home Ouners’ Loan Corporation—Net foreclosure authorizations on original loans,
cumulatively to June 30, 1939, by regions and by States

Net authorized Net authorized
Region and State Percent Region and State Percent
Cumu- | of total Cumu- | of total
lative loans lative loans
closed closed
United States_.._.._._.. 171, 036 16 8 | Region 4A—Chicago....__.__. 15, 284 14.8
Reglon 1-—New York.._.______ 61, 079 3.1 Hlineis. e 8, 584 123
Connecticut. .. 2, gg 21. g Wisconsin.._ 6, 700 202
Maine_..____ 15. . .
Mass%?huset]t]s 7, ggg 3%. 2 Region 4B—Detroit....___.__ 13, 246 10 2
New Hampshire 17.1 Indiana 6,193 12.7
New Jersey-. 11,698 32.2 rynpAuiaieiieiieiitei et d g
New York 27,000 8.7 Michigan.oooooooeeeoan 7,033 8.7
Rhode Island_ 22, :
Vermont 7290 18 4 Region 5A—QOmaha...___.... 17, 154 19.4
. : Colorado_.._.__.___..___ 1,071 10,2
Region 2A—Baltimore —— 14, 364 15.9 Tows. ... N 2630 4
Delaware... ._..__ - 221 13.4 Xansas_ .. - 4,887 27.7
District of Columbia 256 12.2 Minnesota_ - 2, 602 140
Maryland. ... 3,165 19.9 Nebraska._. - 3,406 26. 8
Pennsylvania_ 8,770 14.9 North Dakota._ - 974 23.5
Vuginia. oo 1,952 16. 2 South Dakota.__._...___. X 1,534 26. 6
Region 2B—Cincinnati__.._.. 12,978 12,1 |} Region 5B—Dallas...._...... 13,283 18.8
Ohio_ ..o 12,249 12.4 New Mexico. 194 7.9
West Virginia_....cocuo.. 729 8.0 Oklahoma__ - 5, 810 24,2
Region 3A—Atlanta......._. 7,797 12.2 Tosas. .- 2 16 ¢
Alabama 2, 866 17.2 |} Region 6—San Francisco..... 11, 886 10. 6
Tlorida._ 1,234 9.1 R
Georgia. .. 1,637 110 Arizona. _____._.__._______ 820 12.6
North Carolina. 1,434 1.6 California: X
South Carolina.... 626 10.9 Northern Division._.. 1,233 9.8
Southern Division...._. 3,967 100
Region 3B—Memphis_..._.__ 13, 965 17.2 Idaho. ..o 368 7.8
Arkeansas. . 1,526 148 Montana - 89
Kentucky. 1,373 14.9 Oregon . - 854 9.0
Louisiana_ 2,165 151 Uta.%l - 1,536 14.2
Mississippi. - 1,173 13.4 Washington - 5 630 19,9
Missouri_. 5,709 23.6 Woomioron-- 1 A "
Tennessee. ... .......... 1,929 14.0 FOMING- - o vmmmmmoonee -
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EXHIBIT 50

217

Home Owners’ Loan Corporation—Summary of foreclosures on original loans

Cases Properties
1Fore-
; closures
Fiscal year author- | vy, [ Pending In(}) rgg.e s de?ged Soldto | 4 cquirea
ized drawn [dement oiing % third in fee
orsale! | Sitles |borrower| PATtY
1938 e 570 14 447 ] 0 2 123
1936_. 27,081 666 22, 691 1,854 0 29 5,432
1937, 76, 896 8, 032 53, 582 44, 356 96 234 38, 100
1938, 47,745 7,143 38,237 46, 322 178 288 55, 367
1039 e 37,616 5,017 29, 614 26, 392 112 224 42, 042
Totals, June 30, 1939 .. .. 189, 908 18,872 | 315,602 | 212,207 386 777 142, 084
;

1 At end of period.

2 Cases in which judgment or sale has taken place but a delay for possible redemption or other reasons is
necessary before title in absolute fee can be obtained. Figures refer to end of period.

3 Current totals.

EXHIBIT 51

Home Owners’ Loan Corporation— Average foreclosure costs and average ivme required
to complete foreclosure, by States 1; original loans only

Average foreclosure

Average time
to complete

costs foreclosure
Method of foreclo- Redemption
sure period
Attor- All
Total | ney other [Months| Days
fees? | costs

Alabama. ... .. Power of sale_._.__._ 4$45.15 | $32.44 | $12.71 25 4 | 24 months
Arizona__________.. | Court action. 107 81 | 112.72 | 85 09 9 3 | 6 months.
Arkansas___________ 123.29 | 50 00 ] 73.29 5 2 | None.
California. . 149.74 | 75.00 | 74.74 14 19 { 12 months
Colorado_.._. 103.36 | 50.00 | 53 36 7 10 | 6 months.
Connecticut.... 114 20 | 71.30 | 42 90 5 11 | None.
Delaware___.__._.. 413737 | 25.00 | 112.37 4 25 Do.
District of Columbia 551,62 1 ___.___ 51 52 2 21 Do.
Florida. ... __.___.... Court action__ 160, 40 | 100,81 59 59 3 27 Do.
Georgia Power of sale__ 454 44 1 20.13 | 2531 0 26 Do
Idaho__ Court action 152.63 | 75.80 { 76 83 15 6 | 12months
Ilinois. 3 19 12 | 15 months 6
Indiang 14 1 | None.
Towa... 15 24 | 12 months.
Kansas._____...._ 13 24 1 6 and 18 months.
Kentucky___._._.__ [} 17 | None.
Louisiana__...._.._ 2 25 To.
Maine_______..___._ 12 0 | 12 months.
Maryland..___... 2 7 | None
Massachuselts_ . . 0 27 To.
Michigan_...._.. 14 28 | 12 months.
Minnesota. 13 20 Do.
Mississippi- 0 24 | None.
Missouri___._ 1 14 Do
Montana.__________ 14 21 | 12 months.
Nebraska._________ 12 22 | None.
Nevada. __..____ 15 2 | 12 months,
New Hampshire. 1 5 | Nomne.
New Jersey.._._. 5 25 Do
New Mexico...... 14 27 | 9 menths.
New York. _.___.__ -{ Court action and 3 24 | None.

power of sale.

See footnotes at end of table.

183130—39——15
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Home Owners’ Loan Corporation—Average foreclosure costs and average time required
to complele foreclosure, by States; original loans—Continued

Average time

Average foreclosure to complete

costs

foreclosure
Method of foreclo- Redemption
sure period
Attor- | All
Total | ney other |Months| Days
fees costs

North Carolina..._.____ Powerofsale....____ $57.42 { $30.46 | $26.96 1 11 | None.
North Dakota.. Court action. 104,563 | 52,96 | 51.57 16 0 | 12 months.
Ohio_...____. 129. 66 4 22 | None.
Oklahoma.__ 4159.35 11 5 Do.
Oregon.._____ 120. 94 15 17 | 12 months
Pennsylvania 132.52 18 | None.
Rhode Island.._ 642 44 22 Do.
South Catolina_ 132.01 10 Do.
South Dakota.. 79.53 1 11 | 12 months

2
1
3
3
1 3 | None.
0
9
2
0

Tennessee.-.... 73.14

TexXas. ... 53.82 23 Do.
Utah._. 158 46 2 | 6 months.
Vermont__..._.__ 4107.52 1 15 | 12 months.
Virginia_.____ 87.53 23 | None.
‘Washington Court action. 144. 35 16 2 | 12 months
‘West Virginia_..._. -| Power of sale 57.12 1 2 | None.
Wisconsin ... ... -| Court action. -] 165.16 16 23 | 12 months.
Wyoming_ ... . .| do_ .. 177. 76 10 25 | 6 months.

1 Based on a sample of about 100 representative HOLC foreclosure cases in each State.

2 Average attorney fees are based only on those cases 1n which fee attorneys were used. Total foreclosure
fees paid by TTOLC in 8 States— Alabama, Delaware, Georgia, Louisiana, Nevada, New Mexico, Oklahoma,
and Vermont—saverage less than the figure shown because In these jurisdictions salaried-attorneys-were
em%}oyed in a portion of the cases.

3 From date petition was filed and first ad vertisement under power of sale.

41 Both fee and salaried attorneys are used but average costs are based only on cases handled by fee
attorneys.

5 All cases are handled by salaried attorneys.

6 The owner has 12 months to redeem and creditors have an additional 3 months from the date of sale.

7 Trustee attorney’s fee.
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EXHIBIT 52

Home Owners’ Loan Corporation—Average cost of deed in lieu of foreclosure by States;
original loans only !

Average cost per case
Number
State
of cases | Attorney | Other | Total
fees costs 2 costs
Alabama_ . e 5 (3 $5.09 $5.09
Arizona .. - 75 3) 7.81 7.81
ATKANSAS <o v . 545 $25.12 5.3¢1 _ 30.46
California.__._______ ... - 994 3.62 7.55 11 17
Qolorado. ol R 251 5 90 513 11.03
Connecticut. oo R 182 18. 49 6.00 24.49
Delaware__.._. ammm oo R 8 ® 6.44 6.44
District of Columbia______._._____._ IO SRS, SUREUISIIS SUUIPUIY I
Florida. - . 197 35.33 5. 50 40.83
Georgif . - el .- 12 3.33 4.59 7.92
Tdaho. . - 104 @ 5.20 5. 20
Ilinois..... ——— 2,027 13.75 7.7 21.46
Indiana._ . 841 ®) 6.21 6. 21
Towa..__. - 616 1nn 5,09 16 80
L 1 T O 522 10,65 508 15 73
Kentueky. ... ——- 568 24.37 4 57 28 94
Louisiana_ . ... coooim - 325 22. 80 16 10 38.90
MAIMNG - e - 27 3 7.00 7.00
Maryland_ ... _.__ —— 240 36. 98 748 44.46
Masgsachusetts. ... __ R 1,116 ®) 7.00 7.00
Michigan .. oo e N 204 O] 10. 01 10.01
Minnesota. ... R 77 6 76 8.00 14 76
MississIppi- oo R 210 26. 37 4.15 30. 52
Missouri. .. - 304 - 21.02 4.89 25 91
Montana.._ JEVEY SRR SOOIy RS I
Nebraska. - - 719 11. 40 4.33 15.73
Nevada.___._ 30 0] 9 02 9.02
New Hampshire_.____.____._________ SO 84 (3) 7.63 7.63
New Jorsey - - oo oo ceecam el .- 4,637 39.57 6 22 45.79
New MexiCo- oo oo [ 72 ®) 524 5.24
New York. oo R 4, 596 39. 82 6.22 46. 04
North Carolina_______.__.._.____.____ - () 7.26 7.26
North Dakota . 112 13.14 831 21.45
Ohio_____._ - 10 (3 5.42 5.42
Oklahoma.. - 1,388 )] 4 66 4 66
OTOZON _ee oo e . 401 ¥ 532 5.32
Pennsylvania_ - 10 @) 6. 60 6.60
Rhode Island .. RO (RSOORY (ESORRRREN SEUERION FIPI
South Carolina. . 192 17.13 4,34 21.47
South Dakota__ .- 273 12.35 9.49 21.84
Tennessee. ... - [ (3) 5.41 5.41
> - - 373 ® 5.28 5.28
Utah. . - 691 (3 6.24 6.24
Vermont.__ . 68 [©) 7.63 7 63
Virgmia. ...__ SO RN (SRR [N
‘Washington__.. 652 5. 50 4.78 10.28
Waest Virginia JEVUS VRSSO IRRPUPUPRURIE SRRSO U
Wisconsin . .__ - 898 22. 90 6,33 29.23
Wyoming .. e 33 5.12 5.12

1 Based on cases completed from Dec. 1, 1937, to June 30, 1939. Figures were arrived at by dividing the
amount paid out in attorney fees, revenue stamps, and recording fees during that period through the num-
ber of cases of deeds in lieu of foreclosure.

2 Includes recording fees and revenue stamps

3 Balaried personnel.
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EXHIBIT 53

Home Owners’ Loan Corporation— Properties owned and in process of acquiring title,
by regions and States, as of June 30, 1939

1939

Prop- Prop-
erties erties
Prop- |in proc- Prop- |in proe-
erties | essof | Total erties | essof | Total
owned | acquir- owned | acquir-
ing ing
title title
87,618 | 11,736 | 99,354 || Region 4A—Chicago...... 5852 | 8,019 | 8,87t
36, 583 704 | 37, 287 2,721 | 1,503 | 4,224
3,131 | 1,516 | 4,647
1,408 82
240 62 4,250 | 2,598 | 6,848
5,271 | oo
155 | __ ... 2,471 1,016 | 3,487
8,837 108 1,779 | 1,582 | 3,361
19, 867 410
690 | ..__.._ 8,212 2,424 | 10, 636
115 42
518 45 563
Region 2A—Baltimore___.; 8,157 76| 8,233 owa_.__ - 906 414 } 1,320
Kansas__.__ -| 2,508 988 | 3,498
Delaware. ... 52 |- 52 Minnesota. . -l 1,152 252 1 1,404
District of Columbia._ 19 13 32 Nebraska.__ -l 1,716 286 | 2,002
Maryland. .. ... 63 | 1,879 North Dakota. - 458 177 635
Pennsylvania. 5217 [ 5,217 South Dakota._..._... 954 262 | 1,216
Virginia_ ____ ... ,083 | .. 1,053
Region 5B—Dallas____.___ 4,774 342 | 5,116
Region 2B—Cincinnati_. .| 6,408 811 | 7,219
New Mex1Co..._....__ 37 12 49
811 | 6,887 QOklahoma._ 297 | 2,755
________ 332 TeXS oo oCios 33| 2312
634 | 8,127 || Region 6—8an Francisco_.| 3,379 | 1,051 | 4,430
634 | 1,429 Arizona. 194 69 263
________ 352 California:
(eorgia.__.. Northern Division_ 183 107 200
North Carolina. Southern Division.| 1,055 350 | 1,405
South Carolina_. 11
Puerto Rico...aoo -
Region 3B—Memphis.._.| 7,510 77 | 7,587
Arkansas.__.__.__._._ 738 27 765
Kentucky. 684 29 713
YLouisiana.__ 1,209 1{ L,210
Mississippi- - 629 (.. .__ 629
Missonri._._.__.______ 3,338 20 | 3,358
Tennessee. ... 912 912
EXHIBIT 54
Home Owners’ Loan Corporation— Profit and loss on sales of real estate, by calendar
years
Number of proper- | Number of proper-
ties sold at a profit ties sold at a loss Total number of
and amount of and amount of properties sold
Year profit loss
Number | Profit | Number| Toss | Number g;rﬁ)ﬁsg %t%
27 $6, 926 2 $1, 528 29 485,398
366 125,782 235 118, 828 601 -1-6, 954
3,033 | 1,218,126 2,214 | 1,381,934 5, 247 —163, 808
5,761 1, 729, 446 22,957 | 23,123,114 28, 718 |21, 393, 668
2,802 817,221 17,906 | 22,425,131 20, 708 |—21, 607, 910

t January to June.
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EXHIBIT 55

221

Home Owners’ Loan Corporation—Percentage of vacant units to units available for
rent, percentage of rents collected to rent accruals, and average rent per unit, by months

. _| Average . _| Average
Year and month Vgg;n %?élf: rent per Year and month Vecxicezn (%?;fg rent per
unit unit
1936 Percent | Percent 1938 Percent | Percent
18.6 93 $20 59 || January_ ... 131 93 3 $26.48
18.7 92 4 20.75 j| Febrnary. 13.5 96 0 27.19
15.9 947 20 04 || March 14.3 99 7 26 91
17.1 88.5 21 24 }| April. 12.6 97 2 26.96
18.4 88 8 21.26 || May-. 11.6 99.2 27 40
17.5 89.4 20.92 || June_.. 1.5 98.8 27. 66
July___. 12.0 98 4 27.93
August__ .. 11,0 99.2 27.99
87 96. 2 22 61 {| September._ 103 98 4 28 00
18.3 95.3 22.90 || October.__ 9.9 99 6 28.25
17.8 928 23 90 |{ November-_ 10 4 9 8 28 69
15.0 99.5 23 85 || December... ... ._.._ 10.5 | 100.3 28,82
13.3 947 24, 60
12.5 96.3 24 99
11.2 95 5 25. 27 98 7 29,01
August. . - 10.4 87.7 25. 48 99 ¢4 28.95
September- - 10.4 97.3 25.77 99.8 29,14
October... - 10.4 97.7 26. 10 9 9 29. 45
November. -] 112 97.9 26,90 100 0 29.33
Decermber... ..o __ 12.4 96.7 26,75 99.1 29.43
EXHIBIT 56
Home Owners’ Loan Corporation—Reconditioning operations; number of coniracts
completed ,

July 1, 1938, | Cumulative

Type of case through through June
June 30, 1939 30, 1939

Property management 1. ______ 113, 305 272, 466
Advances 2. e , 237 10, 803
INSUTANCE 3. o oo oo oo oo 2,111 29, 150
Refinancing 4. . ..o ov oo amee - 345 6 417, 390
B I3 17 7 OSSR 117, 698 720, 809

1 Indicates reconditiomng completed on properties under the jurisdiction of the Property Management

Division.

2 Cover cases in which reconditioning advances have been granted to borrowers since closing loans.
3 Refers to reconditioning covered by insurance proceeds and performed under the supervision of the

‘Reconditioning Section.

4 Refers to reconditioning loans given in connection with the original refinancing of mortgage loans by the

Corporation.

s This figuré represents cases in which, because of legal technicalities or practical difficulties, the execution
of reconditioning cases in connection with the refinancing loans made by the Corporation was delayed.

8 Includes 52,269 reconditioning jobs estimated by the Reconditioning Division as having been com-
pleted by the Corporation before the organization of the Reconditioning Division on June 1, 1934,
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EXHIBIT 57

Home Owners’ Loan Corporation—Investments in savings and loan associations, by -
States, as of June 30, 1939

Federal savings and | State-chartered savings

loan associations and loan associations
State
Number Amount Number Amount
N

Alabama__.___ . ... 13 $920,500 || emeee
ATIZONG . e 2 605, 000 1 $150, 000
Arkansas__.._____ .. ____.____._____ - 24 1, 234, 000 1 65, 000
Calfornia. ... .. - 55 17, 609, 700 10 1, 618, 000
Colorado. .- oo - 15 2, 344, 000 5 800, 0
Connecticut. - 15 2,775, 500 3 71, 000
Delaware _

Florda.--
Georgia. . _
Idaho.____

TINOIS. oo e 991, 000
Indiana___. ... _____.__ 999, 000
JOWA. - 106, 000
Kansas_ .- oooooooieicceaieo 2, 332, 000
Kentucky. . iciiiaeo ] 28| 3,289,000 [.... .. __|ooo_________
LouISIana . .o 302, 00 6, 267, 600
MAIDe i) B 257,000 |
Maryland._ ...l 345, 210
Massachusetts_ ... oo oo ieceee] 10| 5,007,000 |_________ | ________.
Michigan_ . _______ . .. 1, 365, 000
MiInnesota. - ... iiccecceieceee | 26 7,892,600 | | __.
LY ERTET | o) o) S, 485, 000 20, 000
MISSOUIT - o oo e e 897, 400-
Montang. ... oo 30, 00 275, 000
Nebraska. _...cooomoocomaaocoaooo. 10, 000

New MexXiC0. oo comccccceeaas 148,500 | | ceones
New York_ _ .. 19, 989, 800
North Carolina. . .o.ooooonoaooo. 2, 130, 000 3
North Dakota 4 244, 000 1 600, 000
Ohio....__.. 55 12, 987, 000 33 9, 720, 000
Oklahoma 17 2, 075, 000 1 100, 000
OTegon. . . e 19 3,518,500 | .|
Pennsylvania. 48 5, 866, 900 14 500, 000
Rhode Island .. .. e 286,000 | __ |
South Carolina________.___._.___..__ - 18 1, 219, 000 1 75, 000-
South Dakota. - 4 288, 000 3 31, 000
T enNNessee . . e _ 35 5,734,000 | ... _feemeeo .
XS . - e - 65 4,420, 100 8 2, 400, 000
Utah ool - 6 1, 640, 000 3 1, 450, 000
Vermont._.______ . __.___._______. - 1 50,000 | e meeen
Virginia. . el _ 19 3,077,600 | Yo
Washington.___.______._.__....__ - 23 7, 448, 000 11 1,174, 000
West Virginia__..._______._.__. - 17 2, 348, 000 3 270, 000
Wisconsin____ ... __...___ - 26 2,734, 000 36 5, 495, 000
Wyoming _.___ ... - 9 853,600 |- oo |aaeoeoao.
Dastrict of Columbia_ .. _ ... - 1 50,000 |}l
Hawall e [t m | mc e J S
Alaska. . 1 33,800 { o feieaees
Total ... 1,002 | 173,033, 800 302 43,425,010
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EXHIBIT 58

Home Owners’ Loan Corporation—Balance sheet as of June 30, 1939

ABSETSB

Mortgage loans, advances and sales
instruments—at present face value:
Original loans and advances

thereon. . __________________._. $1, 928, 212, 237. 14
Vendee instruments (purchase-
money mortgages, sales con-
tracts, or instruments used in

lieu thereof) . _______________. 151, 896, 336. 83
Unposted advances on mortgage
loans, purchase-money mort-

gages, and sales contracts_ .. _. 403, 178. 80
$2, 080, 511, 752, 77
Interest receivable. . ___ ____ _ . __ ... 10, 298, 300. 93
Property:
Owned._ . _________._ $503, 311, 846. 77
In process of acquiring title._____ 46, 129, 337. 44

549, 441, 184. 21
(At amounts represented by the unpaid balances

of loans, advances, and unpaid interest; fore-

closure and other net costs to date of acquisi-

tion; initial repairs and reconditioning, perma-

nent additions and betterments subsequent to

acquisition. Unpaid interest included in these

costs amounts approximately to $32,623,000.00.)

2, 640, 251, 237. 91
Less reserve for losses 1. .. .- 89, 488, 387. 98

2, 550, 762, 849. 93
Investments—at cost:
Federal Savings and Loan Insur-
ance Corporation (entire capital). $100, 000, 000. 00
Savings and loan associations:
Federally-
chartered. $173, 033, 800. 00
State-char-
tered._.__ 43, 425, 010. 00
—_——————— 216, 458, 810. 00

316, 458, 810. 00
Bond Retirement Fund:
Cash (including $1,356,425.00
deposited with U. S. Treasury
for retirement of matured
bonds) . . o e 149, 217, 560. 48
1 The reserve for losses is being accumulated at an annual rate which, it is estimated, will approximate

eventually the tofal losses which may be sustained in the liquidation of mortgage loans, interest, and
property.
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Home Owners’ Loan Corporalion—Balance sheet as of June 30, 1939—Continued

AssETS—continued

Cash:

QOperating funds (includes
$19,706,646.06 payable to
Bond Retirement Fund in July
1939; $45,900,000.00 restricted
to retirement of 23%-percent
bonds called for payment Aug.
1, 1939; $1,009,218.75 re-
stricted to bond-interest pay-
ments; and $1,567,964.33 de-
posited by  borrowers—see
econtray_ ... ... _.

Special funds held by TU. S.
Treasury for payment of in-

$79, 329, 627,

57

terest coupons (see contra)___. 11, 906, 147. 21
Tixed assets:
Home Office land and building—
ateost____________ ________ 2, 995, 339. 93
Furniture, fixtures, and equip-
ment—at cost.______________ 2, 940, 366. 92
Total fixed assets_._____.__. 5, 935, 706. 85
Less reserve for depreciation.. . _. 2, 343, 896. 19
Other assets:
Accounts receivable__.__.._.____ 135, 287. 44
Treasury bonds accepted as re-
payments (to be retired in
July 1939 150, 00
Deferred and unapplied charges:
Unamortized discount on re-
funded bonds_ ______.____.___ 3, 066, 777. 34
Unapplied property costs and
EXPENSESo oo e e 99, 419. 70
Miscellaneous. .. ... _. 253, 436. 99
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Home Owners’ Loan Corporation—Balance sheet as of June 30, 1939—Continued
LIABILITIES AND CAPITAL

Bonded indebtedness (guaranteed as
to principal and interest by the
United States, except $393,175.0G
of unpaid matured 4-percent bonds
guaranteed as to interest only):

Bonds outstanding—mnot matured
(Bonds maturing within 1

year—$365,554,700.00) . _.___ $2, 947, 948, 600. 00
Bonds matured—on which in-
terest has ceased_ _ - ... ____.__ 1, 356, 425. 00

$2, 949, 305, 025. 00
Accounts payable:
Interest due July 1, 1939, and

prior thereto (see contra)_____ 11, 900, 437. 70
Vouchers payable__._.___.____.___ 33, 563. 03
Insurance premiums. _____.____. 340, 655. 71
Commissions to sales brokers._. 475, 579. 05
Special deposits by borrowers... - 1, 567, 964. 33
Miscellaneous.. . ..o .. 10, 650. 03

‘ 14, 328, 849. 85
Accrued liabilities:
Acerued interest on bonded in- )
debtedness_ .- ________.____ 7, 523, 613. 36
Other acerued liabilities_ ... ___ 308, 668. 14
7, 832, 281. 50

Deferred and unapplied credits:
Unamortized premium on bonds
re s I 1, 001, 219. 79
Miscellaneous_ .- _____________ 916, 530. 13

1, 917, 749. 92
Reserve for fidelity and casualties. .. ______________.____ 1, 000, 000. 00
Capital stock less deficit:
Capital stock authorized, issued
and outstanding..___.___.___ $200, 000, 000. 00
Less deficit after provision for
losses in the manner described
in footnote 1 on page 223.._. . 59, 562, 028. 95

140, 437, 971. 05

Total liabilities and capital .. _.____________.___ 3,114, 821, 877. 32
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EXHIBIT 59
Home Qwners’ Loan Corporation—Statement of income and expense for the fiscal
year 1939
Operating and other income:
Interest:
Mortgage loans and advanees_ . _______________ $103, 263, 287. 60
Purchase money mortgages and advances..____._.___ 3, 167, 362. 22
Sales contracts and advances_ ... ... ____ 1, 791, 530. 13
Total_ .o 108, 222, 179. 95
Special investments__________________________.__ 20, 698. 24
Total - 108, 242, 878. 19
Property income__ . _.__ 26, 353, 510. 19
Dividends received from savings and loan associations. _ _ 7, 457, 938. 92
Miscellaneous. - - . 201,771, 20
Total income. . _ . __ 142, 256, 098. 50
Operating and other expenses:
Interest on bonded indebtedness. ... ___ .. ______ 72, 207, 569. 56
Less amortization of premium on bonds sold..___._______ 7, 998. 96
Total o e 72, 199, 570. 60
Amortization of diseount on refunded bonds_ ... ________ 2, 638, 265. 52
Administrative and general expenses_ _ . __..__.__._____._ 27, 853, 483. 99
Property expense.__ - _ . - 23, 161, 271. 09
Miscellaneous . _ ... - oo oo e
Total expenses_ _ ..« ______ 125, 852, 591. 20
Provision for losses:
On mortgage loans, interest, and property. ... __________ 34, 900, 000. 00
For fidelity and casualties_ _ __________ . ________.__. 21, 055. 66
Total . e 34, 921, 055. 66
Loss for fiscal year_ .. 18, 517, 548. 36
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EXHIBIT 60

Home Owners’ Loan Corporation—=Statement of income and expense from the begin-
ning of operations—dJune 13, 1933, to June 30, 1939

Operating and other income:

Interest:
Mortgage loans and advances_____ %626, 347, 693. 23
Purchase money mortgages and
advaneces_ ___.________________ 3, 925, 299. 97
Sales contracts and advances..____ 2, 228, 631. 39
632, 501, 624. 59
Special investments_._____._..____ 141, 015. 96
———— $632, 642, 640. 55
Property income. . _______ ... 46, 672, 109. 60
Dividends received—TFederal Savings and Loan Insurance
Corporation_ .. .. 3, 035, 326. 09
Dividends received from savings and loan associations._. 16, 018, 800. 08
Miseellaneous__ - ____ 1,413, 768. 87
Total . o o 699, 782, 645. 19
Operating and other expense:
Interest on bonded indebtedness.___.__ $381, 633, 920. 66
Less amortization of premium on bonds

e s I 7, 998. 96

381, 625, 921. 70
Amortization of discount on refunded

bonds__ . _ . 6, 531, 551, 97
Administrative and general expense.__.. 183, 208, 333. 46

Property expense__ .. ____.________.__ 40, 755, 698. 74
—_— 612,121, 505. 87

Net income before losses in the liquidation of assets and pro-

vision for losses_ . _ .. ___ 87, 661, 139, 32
Losses in the liquidation of assets: Loss on sale of furniture, )
fixtures, and equipment____ . ____ ____________________._ 43, 895. 38

Net income before provision for losses which may be sustained
in the liquidation of assets. - __ . ___ ______ . _____________ 87, 617, 243. 94
Provision for losses:
On mortgage loans, interest and prop-
1534 O $146, 137, 153. 25
For fidelity and casualties. .. ... __.___ 1,042, 119. 64
——— 147, 179, 272, 89

Loss for period June 13, 1933, to June 30, 1939._.____.______ 59, 562, 028. 95
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EXHIBIT 61

REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

Home OQwners’ Loan Corporation—Analysis of changes in deficit for the fiscal year
ended June 30, 1939

Deficit at July 1, 1938 _ . . ..

Ada:
Loss for the fiscal year ended June 30,

Provision for reserve for losses on
mortgage loans, interest and prop-
erty—equivalent to loss on capital-
ized value of property sold; commis-
sion and selling expenses on prop-
erty sold, and loss of interest on
foreclosure sales, redemptions, ete.,
to June 30, 1938 ________________

Administrative and general expenses
applicable to prior years__________

Additional property expenses appli-
cable to prior years_.___._________

Adjustments of miscellaneous income..

Miscellaneous debits_ . __.__.________

Deduct:

Losses previously charged
to operations transferred
to loss reserve:

Loss on capital-
ized value of
property sold-

Commission on
property sales-

Expense—sale of

$7, 749, 213. 71

3, 204, 504. 71

property_ ... 254, 697. 53
Losses of interest

on foreclosure

sales, redemp-

tions, ete_____ 2, 734. 88

Total (see above for provision

for reserve) - . ____.____

Rental property income applicable to
prior years___ .. ________________
Miscellaneous eredits_...__________.

Deficit at June 30, 1939 __ . ________
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230 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

EXHIBIT 63

Home OQwners’ Loan Corporation—Number of employees by departments, divisions,
and sections, as of July 1, 1939

Board Members and assistants_ . .. ______._. 39
Secretary’s Office. . _ . . 126
Research and Statisties___ .. 60
Public Relations____ __ . 15
Finaneial Adviser__ 3

Total, Board.. - il eelas 1243
General Manager, staff____ . _______________________________ 984
Property Management_ .. _ . ____ ... 2, 627
Loan Serviee .- .. oo e 2,472
Appraisal and Reconditioning__ . _______________________. 1, 408
Comptroller and Accounting_ .. ______ 1, 027
Treasurer_ . _ o e 568
Budget o e 12
Auditor _ _ e 400
Insurance .. e 271
Purchase and Supply . oo oo 73

Total, Management_ . _ ... __ ... 9, 842
Legal Department_._ . ___ . - 735
Personnel Department . _ . ____ - 1187

Total, HOLC _ _ e 211, 007

1 Includes personnel of general service departments which serve all agencies under the Federal Home
Loan Bank Board.
2 Includes 21 employees on per diem basis
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Advances of the ¥Federal Home Loan Banks—See FEDERAL HOME

LOAN BANKS. Page
Agencies of Federal Home Loan Bank Board____.____._ . ____._._______ 1-19
Organization ehart of ... ... Facing 1
Amortization period, extension of ... ___ ... 15, 52
Home Owners’ Loan Act, amendment to...__ . __________.__ hiid
National Housing Act, amendment to__ .. _______ . _____.__ 41

Assets—See agency concerned.

Balance sheets—See agency concerned.

Baltimore rehabilitation project . _ . _ L ____ 38
Bank Presidents’ Conference_ ... . . 69
Bonds—See HOME OWNERS’ LOAN CORPORATION.

Building and loan associations—=See Savings and loan associations.

Building costs:

Average cost of new dwelling units..___ . _________.__. 32-33
Cost indices for six-room frame house. . __ . ____________ 24
Index of material prices_ ... . __ .. 26
Prevention of cost increases_..___ . . ________._._.__ 52-53
Relation of selling price to family income___________________________ 32-34
Relation to construetion aetivity . .. ______________________________ 25

Charters—See FEDERAL SAVINGS AND LOAN ASSOCIATIONS.
Collections—See HOME OWNERS LOAN CORPORATION.
Community programs-—See FEDERAL SAVINGS AND LOAN IN-
SURANCE CORPORATION,
Constitutionality-—See FEDERAL SAVINGS AND LOAN ASSOCIA-
TIONS.
Construction, residential:
Costs—~See Building costs.
Distribution of:

By regions_ e 29
By size and type of community ... _____________._____. 30-31
Dollar volume__.___ e 22
Federal Home Building Service Plan.__________________________.___ 34-35
Index of . e 22
New nonfarm dwellings:
Cost of, total . . . . 22
Number of . 21
By size and type of community .. _______________. 30-31
By type of dwelling_ . _ . _ . ... 31
Obstacles to_ _ .. e 53
Public and private, compared.._ . ___________ .. __._. 23
Revival of .. e 21-23
Coordination of agencies under the Federal Home Loan Bank Board..____ 16-17
231
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232 REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

Debentures, Federal Home Loan Bank—See FEDERAL HOME LOAN
+BANK SYSTEM.

Debt: Page
Home mortgage debt, 1929-1938 _ _ _ _________ .. .. 50-51
Relation to total private long-term debt___._____ . __________________ 2

Direct-reduction plan_ o ___ 15, 84-85
Used by Home Owners’ Loan Corporation__________________._._____ 128-129
Used by savings and loan associations_____________________________. 84-85

Districts, Federal Home Loan Bank, map of . ... _________._ 70

Dividend rates:

Federal Home Loan Banks_ __ . . ____ .. ________________________. 6, 68
Savings and loan associations_ ______________________________ 42-44, 98-99

Eligibility requirements—See FEDERAL SAVINGS AND LOAN INSUR-
ANCE CORPORATION.

Examinations:

Adoption of revised form_ . __ . __ .. 18
Coordination under Federal Home Loan Bank Board .. _____________ 17
Cost reduction . _ . . ... 18
Examining Division of Federal Home Loan Bank Board . _._.______ 17-18, 111
Federal Home Loan Banks. ____ . ________ . ___________. 68-69
Federal savings and loan assoeiations_ _ . __ . ___ . __________________ 17
Insured savings and loan associations. .- ___ ... . . _____ 110-111
Number of examinations. .. . ___________________ . ______________ 18

Exhibits, Yist of ... 159162
Federal Home Loan Bank Board and its ageneies___________________._ 159
Federal Home Loan Bank System . _____________________ 159-161
Federal savings and loan associations. . - - __ . _____ . ______________ 161
Federal Savings and Loan Insurance Corporation_.________________ 161-162
Home Owners’ Loan Corporation_ ... ___ . ____ .. ________ 162
Survey of housing and mortgage finanee.._ .. ___ . _________._______ 159

Expenses—=See agency concerned.

Families, number of:

Served by insured savings and loan associations_ .. _____________._____ 9
Served by member institutions of the Federal Home Loan Bank System . 4

Federal aid to home finaneing institutions_ . . ____ . . . .. _______. ._ 88-89

Federal Home Building Service Plan_ ... _______ ... .____ 34-35, 51

FEDERAL HOME LOAN BANK BOARD AND ITS AGENCIES:
Administration of agencies.._____ ... 1

Coordination. .. . ... 16-17
Agencies:
Achievements of . __ .. 14-15
Operations summarized:
Federal Home Lioan Bank System_ .. ______________________ ___. 3-6
Federal savings and loan associations. _ _ .. ___ . _________________ 7-9
Federal Savings and Loan Insurance Corporation__.___.________._ 9-11
Home Owners’ Loan Corporation_._ . _______ . . ______ 11-14
Organization chartof . ________________ .. Facing 1
Origin and purpose:
Federal Home Loan Bank System_ _ .. .. ___ . ____.__ 2
Federal savings and loan associations_ __ . ___ ... _____._____ 2-3
Federal Savings and Loan Insuranee Corporation..______________ 3
Home Owners’ Loan Corporation..____________________________ 2
Self-supporting. . . - el 18-19
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FEDERALHOME LOAN BANKBOARD ANDITS AGENCIES—Con.

Examinations: . Page
Adoption of revised form ______________________ 18
Coordination. . ial_._ 17
Cost reduction. - _._._ 18
Joint examinations_ .. _ . . ol 17,111
Number of examinations_ - _ _ ... 18

Examining Division___ . _______________________ . 17-18, 111

Federal Home Building Service Plan, sponsored by._ .. __..____ 34-35, 51

Financing of home ownership, significance of _______________________ 1

Funetions of - 1

Funds, source of . _ . e 18-19

Operations, summary of ... 3-14

Origin and purpose.. . . . o __. 2-3

Personnel of Board . . _ .. 19

Receipts and disbursements of Board. . __ __________ . _____._______ 19

Service divisions of, general __ __ .. 16

Supervision. . _ . e 17-18

FEDERAL HOME LOAN BANK SYSTEM:

Accomplishments of . ___ L __ 3-5

Activities, summary of . ___________________ L ____ 3-6

Administration of _____.____ .. ________________ . _. 1, 68-71

Advances to members—See FEDERAL HOME LOAN BANKS.

Areas served by - e 3-4

Assets of members.. . ____ 3, 55-57, 72-74
Average assets, by size groups___ . _____._ 83

Balance sheet items, consolidated statement of, members’.. . _______.. 79-80

Borrowing capacity of members_ . ___________ . ______.____. 62

Distriets, Federal Home Loan Bank, mapof_____.________.__________ 70

Examination of members___ _______________ ... 17

Families served by, number of . - . . _____ . _.._. 4

Federal Land Banks, compared with_ .. _________________________.__ 3

Federal Reserve System, comparedewith___________________________ 3-4

Federal savings and loan associations as members of . _ . ______________ 9, 56

Funetions of - . 4,16-17

Legislation, Federal, proposed.___ . .. ______________ 71-72

Membership:

Admissions to. .o 56
Applications for . . .. 56
Balance sheet, combined, of member savings and loan associations,
Exhibits 30 and 31___ . ______ .. 194, 195
Borrowing capacity of members. ... ___._____________________. 62
Borrowing members. . __ oo 57-58
Borrowings of member savings and loan associations_ ______________ 80
By types of institutions. ... 4, 56
Cash holdings of member savings and loan associations_ ... _._...___ 80
Government investments in member savings and loan associations_._ 79, 89
Investments in shares of member associations, private __.._.________ 40,79
Mortgage finance, importance of, in_____________________________._ 6
Mortgage lending by member savings and loan associations._.._._ 6, 74-77
Compared with non-members_ . . ___________________________.__ 74
1831303016
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FEDERAL HOME LOAN BANK SYSTEM-—Continued.

Membership—Continued. Page
Operating ratios of member savings and loan associations_...________ 80
Real estate holdings, reduction of - ____ . __________ 77-79
Real estate sold “on contract’ . . ___ . ______ 80
Reserves of member savings and loan associations. .. _________._ ____ 80

Origin and purpose. ... ____ o 2

Self-supporting - _ . 18-19

Services by, extent of - - . 34

See also FEDERAL HOME LOAN BANKS.
FEDERAL HOME LOAN BANKS:

Advances to members. __ . __ . ________________ ... 4, 57-62
Amounts a\dvanced ____________________________________________ 4, 57
Collateral . __ . ___ .. 59-60
Demand for, deereased .. .. . 57
Interest on... . . . 5, 61-62
Outstanding_ . ... 57
Repaymentsof _____ ____ .. 57
Soundness of . 60
Typesof . . 59-61

Long and short termn_________________________________________ 60--61
Secured and unsecured - _ - - _ . _______.______ ___. 59-60
Use made of - .. 61

ASBES e 5, 62-63

Capital stock. . . lii.. 5-6, 64

Cash holdings of . . ... 62-63

Debentures. ... _ 6, 65—66

Deposits:

Demand and time_ - - ... 66
Interbank . _ . ... 66
Interestrateson____.___________ . ____________._. 66

Distriets, mapof_ .. ____________________ e 70

Dividends . - . 6, 68

Examinationof ... _____.__ U P U 17, 68-69

Financial conditions:

Balance sheet (combined and separate), Exlbit 19____________.___ 177
Changes in fiscal year 1939 _ _ ___ ___ . ____ . ___ 62-66
Income and expenses____ . _ .. 66-68
Profit and loss statement (combined and separate), Exhibit 23______ 185
Profit and loss statement, consolidated . _____ . . ____________ 67
Surplus and undivided profits_ _____________________ ... 64-65
Analysis of, Exhibit 24 __ .. 189
Funetions of - e 4
- Government investments in stoek .. ________________________.__ - B, 64

Investment holdings_ . _ . __ 62-63

Liabilities_ _ . e 65-66

Liquidity, increasein_ - - _ __ . . 62-63

Management of . . . .. 69

Officers of, act as agentsof the Federal Home Loan Bank Board and the
Federal Savings and Loan Insurance Corporation_..____ . _______.__. 16

Operations of .. . . 55-71
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Page
RESEIVOS _ _ oot 64-65
Stock subscriptions, members and U. S. Treasury...._._. .. ____._._ 5-6, 64
Surplus and undivided profits.._ - _ . _._______________________ 6465
See also FEDERAL HOME LOAN BANK SYSTEM.
Federal Land Banks__ __ __ o 3
Federal legislation, proposed_ . .. ____________ 71-72, 99-101, 121-123
Federal Loan Agency, creationof___ ... _____________________. i
Federal Reserve System. ... ___ . . 3-4
Federal Savings and Loan Advisory Couneil . ... _________._ ____ __ 69,71
FEDERAL SAVINGS AND LOAN ASSOCIATIONS:
Advertising . . - . 98
Areas served by . 7
Asset distribution, by size groups__ - ______ . _________ 92
Assets, combined - ____ L ... 91
Balance sheet, combined, Exhibits 30 and 31 ... ___________ 194, 195
Budgets, use of . ____ ... 98
Charges to borrowers and savers, restricted_.________________________ 85-86
Charters, number of . . . __________ .. 8, 91
Constitutionality of . ____________ .. 102-103
Conversions. . 8, 91
Direct-reduction loan plan, required to operateunder________________ 85
Dividend rates, paid by - - 43, 98-99
Effects of, on savings and loan industry._ - _.________________________ &9
Examination of ____ .. 17
Federal Home Loan Bank Board, supervision by _______.____________ 1, 17
Federal Home Loan Bank System, required to be membersof__________ 9, 56
Fees, fines, penalties, ete..._ ... __________________________-85-86
Finaneial condition
Growth of - _ -
Income and expenses. ... __________:-__97-99
Insurance of accounts required. ________________________________.__ 9
Investments in:
Amount of .. 7,93
Number of private investors_.______________._________ . 93
Private, rise of - . _____. 7, 93-94
U.S. Government_ .o __._.___._. 94-96
Dividends paidon- - ___. 96
Repurchasesof .c .. _ 94-95
Restriction of - ________ . 95-96
Legislation, Federal, proposed___ . ___________ . ___________ 99-101
Legislation, State._ . ____________ ... 101-102
Lending activity, mortgage - - .. _____.___ ________________ e 96-97
Loans outstanding_ .- ... ___________________________ e - 93
Mortgage lending—=See Lending activity. R
Number of associations...._._________ . ___._ 7, 91-93
Operating ratios_ . _______ o _._._. 97-98
Operations, summary of ... ______________________________________ 7-9
Origin and purpose_ - - .. .. e 2-3
Reserve requirements. ... ________ . __________.___.__ 86
Supervision by Federal Home Loan Bank Board_________ _ __________ 9
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FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION: Page

Admission fees_ _ ___ ... 113-114
Advertising . .. 111
Applications for insuranee____________________________________ . __ 109
Assets_ e 11,113
Associations, insured:
Assetsof . . 10, 105, 114-115
Balance sheet, combined, Exhibits 30 and 81.__ _________________ 194, 195
Dividends, effect of insuranee on__ ________________________._____ 43
Examinationof ... __ . ______________________ 17, 110-111
Federal Home Loan Bank System, membership in_________________ 110
Investments, Government_ _____________________._______ ________ 116
Investments, private, increasein___ ________________________ ____ 116
Investments, share, typesof .- ________________________._ 110
Investors in, insured . . __ . _____ o _______ .9, 105
Number of . 9, 105
Reserve requirements_ . ___ _____________________________________ 86
Supervision of ... .. 17, 110-111
Charges to investors, restrieted_ ... ______________________________ 86, 110
Community programs.__ .. ____.__ 107-108
Contributions_ . .. 111-112
Cost of insuranee.___ . _______ L ____ 113
Eligibility requirements. . _ .. _ 109-110
Examinations__ . ________ . 17, 110-111
Cost of e 18
Families served by, numberof _ __ ______________ . _______________ 9
Federal Home Loan Bank Board, acts as board of trustees__.._____.__ 1
Federal Home Loan Bank Board, use of general service divisions of ____ 114
Finaneial condition_ . ___ .. 113-114
Balance sheet, Exhibit 44____ . __ _______________ ... 212
Income and expenses, Exhibit 45_ . _ _________________________ 213
Operating expenses, Exhibit 46__________________________________ 214
Insurance program, progress of .. __ __ . __________________________ 106-107
Insurance protection:
Effects of - e 9-10
Progress of . _ .. 105-107
Legislation, Federal, proposed.____ . ____________________._______. 121-123
Legislation, State__ . ____ . ____________ ... 123
Liability of, potential _ - _ . ... 113
Management, requirements for insured associations.___ ... ______ .. 109
Operations, summary of . ______________.________ e 9-11
Origin and purpose_ _ - __.__ 3
Personnel __ . ... 114
Pledge of shares_ . __ . 119-120
Premiums . _ e 113
Rehabilitation—See Reorganization.
Reorganization:
Insurance as factor in__ _ . ... 117-121
Methods of - e 117-120
Participation of Federal Savings and Loan Insurance Corporation
in programs. . .. 107-108
Reserves. - - e 113
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FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION—

Continued. Page
Segregation of assets..__-_____ .. 117-119
Service divisions, general - ... __________________________._ 114
Settlements_ . .. . 11, 111-112
Write-down of share capital .. _____________________ e 119

Fees, fines, and forfeitures____ . __ . _______ . __ 8586
Financial statements—See agency concerned.
Foreclosures:
Cost of - - 134-135
Home Owners’ Loan Corporation—See HOME OWNERS’ LOAN COR-

PORATION.

Number of, total, non-farm___________ L ___. 25-27
Proposed uniform law__ __ __ L ___.. 53
Government investments_ - __ _________________ . ______ ... 89
Federal Home Loan Banks, capital stock of _______________________ 5, 64, 89
Federal savings and loan associations, shares of ._____________ 7, 89, 9496, 99
Federal Savings and Loan Insurance Corporation, capital stock of ...__. 11,
89, 113, 145

Home Owners’ Loan Corporation, investments by, in savings and loan

associations_ . o . el 145-146
Retirement of, by Federal savings and loan associations______________ 94-95
Savings and loan associations, Federal Home Loan Bank members, shares

5o U U 79, 89, 120-121
U. 8. Treasury, investments by __________________________ 5,7, 64, 89, 94-96

Home mortgage finance:

Amortization period, extension of ._____ . _____________________ 1, 15, 40-41
Competition in, growing_______ _________________________ 40-42, 52
Debt, home mortgage, 1929-1938_____ . ________... 50-51
Direct-reduction loan plan___ . _ ... 15, 84
Importance of .. il 1-2
Interest rates._ . ... oo ____. 1v, 40-41
Lending activity, volume of:

Home mortgage, total.__ ..l 44-47

Savings and loan associations. . _________________________________ 74-77
Loans, average size of ___ ______________________________________.__._ 42
Loans outstanding, volume of . __ _____ .. . 50-51
Moratorium laws._ _ - __ L _____._. 44
Mortgage recordings . - _ - _ i 47-49
Problems ahead _ _ _ . _ .. 51-52
Recordings—See Mortgage recordings.

Risk rating . . 41
SUrVey Of L e 38-51
Uniform real estate mortgage and foreclosure law, proposed____________ 53
Variable interest rates_ .. . . 41, 85
HOME OWNERS LOAN CORPORATION:
Accounts terminated. .. ... 151
Achievements, survey of . e 11-14
Administration_ . . e 154-158
Administrative expenses_. ... 14, 148, 156
Amortization period, extensionof ________________________________.__ 111
Appraisals. - - 144-145
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HOME OWNERS’ LOAN CORPORATION—Continued. Page
Arrearages, amount of _____ . _______ .. 128
Bond Retirement Fund___________________ . _. 153-154
Bonds__. .. 149-150, 153-154
Borrowers’ accounts, status of original . . __ _______________________ 126-128
Collections, trend of - . _ L ___ 128-130
Cost of foreclosure and deed in lieu of foreclosure. - ___ . ___________ 134-135
Costs, administrative. _ _ . ___ .. 14, 148, 156
Defbtor and property accounts, combined __.__.___________________ 152-153
Deeds in lieu of foreclosure_.__ . ________ 134
Deault:

Number of accounts in__._____________ . ____________________ 127
Tax defaults .. 131-132
Deficit - - o . = 147-148
Direct-reduction loan plan,wse of . _ . __________________ 128-129
Expenses, administrative____________________________________ 14, 148, 156
Expenses, operating_____ . 14
Finaneial condition: i
Assets, distribution of prineipal .. . ___ . ______________________. 146
Balance sheeb____ ____ . ___ .. 146-147
Exhibit 58. . 223
Deficit, analysis of changes in, Exhlblt 61 .. 228
Income and expenses_ ... ______._ e 147148
Administrative expenses . _ . __ . ______________ 14, 148, 156
Cumulative statement, Exhibit 60_.________ ___________________ 227
Fiscal year 1939, statement, Exhibit 59 __ ____ _______ ___~_ _____ 226
On property owned - . __ ... 139-141
Liabilities, distribution of prineipal . _ _________________________ . __ 146
Yoreclosures:
Authorized, number.. __. .. 12, 132-134
Cost of and time required for_ . . __________________________.___. 134-135
Methods of .. _ o l:i__-a 135
Operations. ... .. 132-134
Pending__ - 13, 126
Percent distribution by arrearages_____________________________ 132133
Withdrawn _ _ o ___. 133-134
Interest rate, lowering of . ___________ . _______________ . ___. -1V
Investments in savings and loan associations:
Amount of___ e 145-146
Dividends received on_. _ ... 146
Lenieney toward borrowers_ _ . ___ . _______________ 13,130, 138
Liquidation, progress in. . ____________ S, 12-13, 150-154
Loan serviee_ - . . 130-132
Moratorium laws affecting Home Owners Loan Corporation_._ _.._____ 135
Mortgage loans:
Amount of original . - _ .. 125
Average size of . _ e 14
Interest ratel, owering of - - .. 111V
Number of original . - _____ . ___ e 125
Original, disposition of - - - __ . ______ 13
Paid in full o 13,130, 151
Repayment of prinecipal and interest - _._-__ . _______._________ 128-130
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HOME OWNERS’ LOAN CORPORATION—Continued.

Mortgage loans—Continued. Page
Servieing of - e 130-132
Tax defaults. . ____________ e 131-132

Offices, number of . _ . oo 155-156

Operations, summary of ______._____ e 11-14

Origin and purpose_ - . _ . __.____.. e 2

Original loans, number and amount.._.____________________________ 125

Personnel . . e 14, 155-158

Property:

Acquired . - o e 13, 136-137
Expense_ . e 140-141
In process of aequiring title. ... ________________ 13, 136
Income, gross operating and vet. ... ______________ .. ____ 140-141
Loeation of - . __ 137-138
Management . ___ o ____. 136-139
Owned__ . __ .. 13, 136-138
Reconditioning_ .. __ 142-144
Rents_ o 139-140
Sale of o 13, 136-139
By price brackets___ . o 33
By terms. el 139
Loss through___.__ - . 138-139
Poliey 136
Profit and loss on, statement..._______________________________. 139
VaCANCI®S oot 139-140

Reconditioning. . ______ . ._. 13-14, 142-144

Rehabilitation of borrowers__.____.______________.__ 12-13, 126127, 130-131

Relation to private home mortgage lending_ _ .. _________________. 46, 51

Repayments in full of original loans__.__________________ 12-13, 128, 130, 151

RE8EIVES - o e 147, 148-149

Savings and loan associations, investments in_____________________ 145-146

Survey of activities. .. 125-126

Taxes, delinquent._....__________ . ______________ woe-- 131-132

Vendee accounts_.____ ... ___.____ 131, 142

Home ownership:
Finaneing eosts_ - .. 14-15, 4042
Importance of .. e 1-2
Housing (See also Construetion):

Demand for_ . . o 21, 32-33

Federal Home Building Service Plan____.________________________._. 34-35

“Filtering-up process” ... oo _.._. 33

Index of residential construetion—.._.._ . ______________ ____________ 22

Mass market . . el 32-34

Outlet for investments_ ... _______________ . ______________ 4446

“Overhang”’ of repossessed properties. . __.____.____________________ 27-29

Problems ahead .. .. ____ 52-53 .

Public and private, compared ... ___ ___ . __________________ 23

Real estate, institutionally held_ .. . _ . ___ . ___________.______. 27-29

Rehabilitation, need for. _ _ o o__ 36-38

Relation to family income . __________ . ___.____. 33

Rents 23-25

Supply of new dwelling units..._______._ ___________________________ 21

Survey of L e 21-38
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Housing—Continued. Page
Trends in ..o . 22-23
Urban structures, conditionof ... ____________ _ _________________ 36
Vacaneies_ . e 23, 25

Income and expenses—See agency concerned.

Industrial produetion. . . ___ 22

Insurance of acecounts-—Se¢e FEDERAL SAVINGS AND LOAN INSUR-
ANCE CORPORATION.
Interest rates:

Federal Home Loan Banks. _ ___ . ________________________.______ 5, 61-62
Home Owners’ Loan Corporation, lowering of . ______________________ II-1v
Trends Of - oo ol 40-42
Variable_ __ e 41, 85
Labor eosts, building___._ ______________ ... 25
Legislation:
Federal Home Loan Bank System:
Federal, proposed__ .- . __ S 71-72
Federal savings and loan associations:
Federal, proposed_. . ___________________ ... 99-101
State .. - 101-102
Federal Savings and Loan Insurance Corporation:
Federal, proposed__ . ____________________ L _.__ 121-123
State... 123
Lending activity—=See Home mortgage finance.
Letter of Transmittal . _ . ... I
Liquidity:
Federal Home Loan Banks_ . _____________________________________ 62-63
Savings and loan associations_ _ - __._.___ 80, 87-88

Loan plans—=See Savings and loan associations.
Loan service—See HOME OWNERS’ LOAN CORPORATION.

Maps:
Construetion, regional distributionof______________________ Between 29-30
Federal Home Loan Bank Distriets. . _______________________.___. 70
Moratorium laws_ . __ . 44,135
Mortgage Bankers Association_ . _______________________________.____. 47
Mortgage loans—See Home mortgage finance.
Mortgage recordings _ . _ . 1o 47-49
National Association of State Building and Loan Supervisors_ ... ___.___. 18
National Association of Title Companies__ .o ___________ 47
National Housing Act .. ... 41, 59
Operations—See agency concerned.
Organization chart of agencies of Federal Home Loan Bank Board____ .. Facing 1
“Overhang’” of repossessed properties:
Savings and loan member institutions, owned by ___ .. ______________ 7779
Volume of, total . ___ __ L. 27-28

Personnel—See agency concerned.
Property management—See HOME OWNERS’ LOAN CORPORATION.
Property sales—See HOME OWNERS LOAN CORPORATION.
Real estate:
Foreclosures—See Foreclosures.
Institutionally held . . __ . 27-28
Laws, inadequacy of - 53
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Real estate—Continued. Page
Market, recovery of ___ . 25-29
“QOverhang’’ of repossessed properties_ _ _._______________ . __ ... 27--28
Sales, trend of ____ ... 27
Urban struetures, condition of . ___________________________... 36-37

Reconditioning:

Condition of urban structures_ ____________ L _. 36-37

Home Owners’ Loan Corporation—See HOME OWNERS’ LOAN
CORPORATION.

Need for- - - - oo 36-38

Programs. 37-38

Reconstruction Finance Corporation__ ... ___________________ 94, 118, 121

Rehabilitation:

HOLC borrowers, of .. 12-13, 126-127, 130-131
Savings and loan associations, of . . . __ . ___________________ 81-82, 117-121
Urban property, of ... 36-38

Rents:

Home Owners’ Loan Corporation_. ... ____________ ___________ 139-140
Trends, recent . _ - o __.__ 23-25

Reorganization Plan No. L ___ ... _______. I

Reorganization of savings and loan associations. . _____________ 81-82, 117-121

Reserves: ]
Savings and loan associations, of _ _______________ _____ . ___ .. 80, 86--87

See also agency concerned.
Residental construction—~See Construction and Housing.
Savings, individual long-term __ ... ________.___.__ 38-40
Savings and loan associations (See also FEDERAL HOME LOAN BANK
SYSTEM and Savings and loan industry):

Conversions from State to Federal charter__________________________ 8, 91
Dividends . - - - - - - e 43-44
Examination of . _ e 17-18

Federal—See FEDERAL SAVINGS AND LOAN ASSOCIATIONS.
Government investments in—See Government investments.

Insured—See FEDERAL SAVINGS AND LOAN INSURANCE

CORPORATION.
Interest rates . ____. 11, 40-42, 85
Investments in:
Home Owners’ Loan Corporation, by_.___________ 89, 94-96, 120, 145-146
Private, rise of - . oo 40, 79
U.8. Treasury, by ___ .. 89, 94-96

Lending activity of—See Home mortgage finance and FEDERAL
HOME LOAN BANK SYSTEM-—Membership.

Liquidity, greater emphasis on_ __ ... ____ . ___________________.. 87-88
Loan plans_ .. 84-85
Members of the Federal Home Loan Bank System, as__._.____________ 4, 57
Operation, improvementsinplansof . _._._____________ ___________ 83-86
Rehabilitation of - _ ___ ______ . 81-82,117-121
Reserves, more adequate, of .. . ____ . ________ . _._. 86
Savings and loan industry:
Federal savings and loan associations in, importance of ________._...__ 8
Management, improvementsin___.________________________________. 82-83

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



242  REPORT OF FEDERAL HOME LOAN BANK BOARD, 1939

Savings and loan industry—Continued. Page
Rehabilitationof - . ___ L ____ 10, 81-82, 117-121 _
Community programs for_ ... _ ... ______._._ 107-108
Insurance asfactorin_ . __________________________________. 10, 117-121
Structural changes in. _ . _____ .. ________. 81-89
Service divisions of Federal Home Loan Bank Board, general ... . _____ 16
Settlements—See FEDERAL SAVINGS AND LOAN INSURANCE
CORPORATION.
Supervision________ . ______________________________ 17-18, 68-69, 110-111
Tax delinquencies—See HOME OWNERS’ LOAN CORPORATION
Transmittal, Letter of ... . _.__ 1Ix
United States Building and Loan League. . __________________________ 18, 47
U. S. Government, investments of—See Government investments.
U.S.Housing Aet_ . oo e 23
Vacaneies. ..o o o L 23-25
O

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





