
AW DOC

HL1.27:

12/8

FEDERAL HOME LOAN BANK BOARD AUGUST

JOURNAL

L

LA169

HOMEAVINGS

CERTIFICATE OF
UNION

BANK

Spe
cim

an

CUSTP 43733
6
AR

Mortgage-Backed

Securities:

How Profitable

Are They?

Story on page 3

SOC
IAT

ION



I
N
D
I
A
N
A

U
N
I
V
E
R
S
I
T
Y

L
A
W

L
I
B
R
A
R
Y

The FEDERAL HOME LOAN BANK

BOARD JOURNAL is published monthly

by the Federal Home Loan Bank Board

in the interests of the Federal Home

Loan Bank System, the Federal Savings

and Loan System, the Federal Savings

and Loan Insurance Corporation, and

the Federal Home Loan Mortgage Cor-

poration. A copy is sent to member in-

stitutions without charge.

TheJOURNAL is for sale by the Super-

intendent of Documents, U.S. Gov-

ernment Printing Office, Washington,

D.C. 20402 .

The domestic subscription price is

$24.50 a year. Foreign subscriptions are

$30.65 . Make checks payable to the

Superintendent of Documents and send

orders directly to him. For your conven-

ience, a subscription form is printed on

the back of this issue.

Single copies are not available for

purchase. However, a copy will be sent

without charge if you write the Board

at the address given below.

Complaints about nondelivery of

subscriber copies should be addressed

to the Service Section, Superintendent

ofDocuments, U.S. Government Print-

ing Office, Washington , D.C. 20401 .

Telephone (202) 275-3050 .

Complaints about nondelivery of

copies sent on Board mailing lists or re-

quests for single copies of the magazine

should be addressed to the Editor, Fed-

eral Home Loan Bank Board Journal ,

17th and G Streets, N. W. , Washing-

ton, D.C. 20552. Telephone (202)

377-6680.

Contents may be reprinted without

permission, but credit to the JOURNAL

would be appreciated .

Please send the address label from

the JOURNAL when requesting a change

in your mailing address .

Federal Home Loan

Bank Board

Acting Chairman

Anita Miller

Member

Andrew A. DiPrete

Communications Office

Director

Frank Bolling

DeputyDirector

Robert S. Marshall

Associate Director/MIC

Troy Kelley

Assistant Director/Publications

Watson Fenimore

Administrative Assistant

Brigid C. McMurrough

FHLBBJOURNAL

Editor

Watson Fenimore

Associate Editor

MarkJ. Lomery

Art Director

MaryJo Campbell

Assistant Editor

PeggyWalch

Editorial Assistants

Kim Baker

Elizabeth B. Vaughn

Graphics

Harry A. Gardner

AmyLippman

Photography

Raymond C. Chick

Robert Lange



FEDERAL HOME LOAN BANK BOARD

JOURNA

பட

August 1979 Volume 12, No. 8

In This Issue

2 Jay Janis Nominated to Be New

Chairman ofthe Bank Board

3 Mortgage-Backed Securities

How Profitable AreThey?

William D. Bradford , J. David Hakman ,

and Andrew H. Field

8 New Directions for Minority-

Managed Associations

Percy Duran

12 Hiring the Handicapped

Coast Federal's Positive Program

WinsWide Public Interest

18 Research Working Papers

Catherine D. Sveikauskas

23 Changes in S&L Deposit Structure

October 1978-March 1979

Stephen T. Zabrenski

28 Housing and Economic Developments

AQuarterly Review

Marshall A. Kaplan

31 News

35 Regulations , Rulings , and Opinions

37 Statistical Series



INDIANA UNIVERSITY

LAW LIBRARY

Jay Janis Nominated

To Be New Chairman

Of the Bank Board

resident Carter last month

nominated Jay Janis, Under-

secretary of the Department of

Housing and Urban Development,

to be new Chairman of the Federal

Home Loan Bank Board , succeed-

ing former Chairman Robert H.

McKinney, who resigned to return

to private life and left the Bank

Board in June.

Bank

In a White House announcement

July 31 , Mr. Carter said he planned

to name Mr. Janis as a Member of

the Federal Home Loan

Board and, upon his confirmation

bythe Senate, would designate him

as Chairman of the agency. Senate

confirmation hearings are expected

to be heldin September.

Mr. Janis would also succeed Act-

ing Bank Board Chairman Anita

Miller, who was appointed to that

post by Mr. Carter on July 7 to serve

until a permanent Chairman was

designated . Mrs. Miller has an-

nounced that she would return to

her status as a Member of the Bank

Board and serve out her full , 4 - year

term which expiresJune 30 , 1981 .

"I congratulate Jay Janis on his

being nominated Chairman of the

Federal Home Loan Bank Board,"

Acting Chairman Miller said fol-

lowing the President's announce-

ment.

"I've known and worked with Jay

Janis over the past several years and

it is clear that his dedication to ex-

cellence and the public interest will

enable the Bank Board to continue

its important initiatives in assisting

savers, homebuyers, our Nation's

communities, and the housing and

thrift industries .

"The Bank Board has a talented

and dedicated staff. I am confident

that it will give full support as well . "

Former Builder

Mr. Janis was nominated to be

Undersecretary of Housing and Ur-

ban Development by President

Carter on March 3 , 1977 , and was

confirmed by the Senate on March

23 , 1977. His career combines

private building and development

experience with government service

and university administration .

He was born in Los Angeles,

Calif. , on December 22, 1932 , and

received an A.B. degree with high

honors from Yale University in

1954. He served with U.S. Army In-

telligence from 1954 to 1956 .

From 1956 to 1964 , Mr. Janis was

a businessman, community devel-

oper, and co-owner ofJanis Corpo-

ration and related companies in the

private building industry in Miami

and Coral Gables, Fla . In 1964 , he

began his Federal service with the

Department of Commerce in Wash-

ington D.C. , where he held several

responsible positions , including

that of executive director ofthe Na-

tional Citizens Committee, Com-

munity Relations Service. He also

was director of the Office of Equal

Opportunity and special assistant to

the Undersecretary of Commerce ,

Leroy Collins .

From October 1966 to January

1969, Mr. Janis was executive as-

sistant to HUD's first Secretary,

Robert C. Weaver, and was respon-

sible for developing many of the na-

tional housing goals HUD now pur-

sues . After leaving HUD in 1969 , he

returned to his business interests

until joining the University of Mas-

sachusetts in 1976 , where he was

senior vice president for manage-

ment and business affairs until his

appointment as HUD Undersecre-

tary .

Housing Advisor

Mr. Janis' civic and other activi-

ties include serving as principal

housing advisor to Florida Governor

Reubin Askew ; and serving as di-

rector of the National Association

of Home Builders ; director of the

National Committee against Dis-

crimination in Housing; president

of the board of trustees of Florida

International University Founda-

tion ; and chairman of the Dade

County Community Relations

Board. He also has been an active

mediator in labor disputes in the

construction industry.

Mr. Janis is married to the former

Juel Mendelsohn , of California.

They have a son, Jeffrey, and a

daughter, Laura, and make their

home in Washington, D.C.
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Mortgage-Backed

Securities:

HowProfitableAreThey?

byWilliam D. Bradford,

Graduate School of Business,

Stanford University, and

J. David Hakman and

Andrew H. Field,

Hakman, Field and Co.

I

n their continuing quest for al-

ternative sources with which to

fund lending operations, savings

and loan associations and commer-

cial banks have turned increasingly

to mortgage- backed bonds and

passthrough certificates . As an

alternative to the secondary market

and government programs, these

new mortgage securities have

reached the billion- dollar-a -year

level . Most significantly, those

securities have tapped a new source

of capital , principally pension

funds.

The key to success of mortgage

securities has been their ability to

achieve Standard & Poor's ratings

ofAA or AAA. The historically in-

significant loss ratio in residential

lending, with the assistance of in-

denture provisions and mortgage

pool insurance , has made mortgage

securities competitive with the best

premium blue-chip corporate

bonds.

Financing at market interest

rates is not always profitable ,

however. The decision as to wheth-

er to go with an issue of mortgage

securities at a particular time re-

quires sophisticated forecasting and

analytical abilities.

The purpose of this article is to

discuss, in theoretical and practical

terms , how the profitability of

mortgage securities can be meas-

ured. As will be shown, the factors

to be considered , and their inter-

relationships, are more numerous

and subtle than would first appear,

EDITOR'S NOTE: William D.

Bradford is an Associate Professor

ofFinance at Stanford University. J.

David Hakman and Andrew H.

Field, the principals of Hakman,

Field & Company, serve as con-

sultants and advisors to S&L's and

banks on the issuance of mortgage-

backed bonds and conventional

mortgage passthroughs . The au-

thors acknowledge the computer

programming assistance of Brian

Rush.
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The factors to be considered in

determining the present and future

profitability of issuing mortgage

securities go well beyond their cur-

rent interest rates and origination

costs and the investments made

with their proceeds. For instance ,

what will be the effect upon profit-

ability of changes in mortgage in-

terest rates which may occur during

the life of the bonds or certificates?

What is the value of the float cre-

ated by the time difference between

collections and payments? What

happens if the mortgages in a pass-

through pool have an increased

average term to maturity? What is

the sensitivity of profitability to the

spread between the mortgage yield

and the cost of the bonds?

Flow charts of the sources of in-

come accruing from issuing mort-

allon ofthe Association)

m

gage securities will be presented , as

well as the results of computer pro-

grams which measure the profita-

bility ofissuing mortgage securities.

Mortgage-Backed Bonds

A mortgage-backed bond is a

long-term promissory note against

which the issuer has pledged mort-

gages as security. MBB's typically

carry a fixed coupon interest rate

which is paid semiannually. Repay-

ment of the bond principal can be

in a lump sum at maturity, or by

means of periodic sinking fund

payments initiated several years

after the bond is issued. Under or-

dinary circumstances, the net pro-

ceeds of the MBB's are used to pur-

chase mortgages. The earnings

from mortgages are used to pay in-

terest and other costs involved with

the MBB issue and the difference is

added to net income.

The change in net income result-

ing from issuing a mortgage- backed

bond is the net operating earnings

on the proceeds of the bond less the

total costs of selling and servicing

the bonds. If the change in net in-

come is sufficiently positive, then

using mortgage- backed bonds is

economically more desirable than

not doing so. Of course, the issuer

must decide at what point it is most

desirable to use mortgage- backed

bonds, since they may be issued in

some future period at a greater

spread between cost and origination

rates.

Assume that an S&L has decided

to issue MBB's. A description of the

process is as follows:

1. The S&L must pay advisory,

legal , accounting, rating, and

trustee fees, as well as printing

costs. These are incurred before or

upon the actual floating of the se-

curities and are origination costs.

2. The actual distribution of

MMB's may involve fees to middle-

men for distributing the securities

to purchasers. These fees are dis-

tribution costs. Typically, origina-

tion and distribution costs are

amortized over the life of the issue.

3. Upon receipt of the gross pro-

ceeds of the sale, the issuer pays the

origination and distribution costs

and invests the net proceeds in liq-

uid securities on which he receives

interest until the proceeds can be

invested in new loans. The size of

the interest income depends on

both the interest yield on the liquid

securities and the speed at which

the net proceeds are invested in

mortgages.

4. Whenthe net proceeds are in-

vested in new loans, the issuer

receives income from loan fees

based uponupon the current rate

charged to borrowers .

5. Loan amortization payments

begin 30 days after the mortgages

have been made. The size of the

loan payments and their distribu-

tion between interest and principal

are based upon the interest yield

and maturity of the underlying

mortgages.
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6. Loan amortization payments

and loan fees are reinvested in

mortgages, yielding additional loan

fees and subsequent loan amortiza-

tion payments. It is important to

understand that future loan amor-

tization payments and loan fees are

reinvested at the mortgage interest

rates and loan fees then prevailing.

These future rates influence the

compounding effect ofincomefrom

mortgage-backed bonds.

7. Interest is collected on new

mortgage loans monthly, but typi-

cally is paid semiannually to the

bondholders . The interest collected

accumulates over 6 months and

earns interest from reinvestment in bond rate . An increase in the

mortgages.

Throughout the life of an MBB,

there are costs which reduce the

compounding effects and reinvest-

ment income. The issuer must pay

interest on the MBB's. Also , there

are servicing costs on the new mort-

gages and costs to administer the

MBB indenture. Finally, the in-

come taxes on the earnings of the

net proceeds, less relevant expenses,

must be paid.

Thus the net effect on the income

ofan S&L from issuing an MBB can

be expressed as follows:

Total net income from = Income from liquid + Interest income on

issuingMBB's

Profitability of MBB's

securites newloans

+ Fee income on new -Origination and

distribution costsloans

-MBBadministrative

costs

-MBB interest

expenses

How much would net income

change if one of the major factors

affecting the profitability of MBB's

changed? The authors designed a

computer program to simulate all

of the income and cost factors of an

MBB issue and made different runs

of the model to determine the sen-

sitivity of net income to changes in

the factors affecting profitability.

Suppose an S&L plans to raise

$10 million through MBB's at 9.75

percent, with origination, distribu-

tion, and annual servicing costs of

$35,000 , $45,000 and $25,000 re-

spectively. The association has a

33-percent income tax rate , and the

cost of money used to repay the

MBB's is 9 percent. The proceeds

will be invested in 30 -year mort-

gages at 10.75 percent, and the sub-

sequent cash flows will be reinvested

at rates declining to 9.5 percent in

year 4, and thereafter. Mortgage

-Income taxes

-New loan

servicing

costs

loan origination fees are expected

to be 1.5 percent for each of the 9

years. The net proceeds will be fully

invested into mortgages at the end

of the first month after issuance,

and the bonds will be paid off in

payments of of the principal at

the end ofyears 7 , 8 , and 9 .

By using the model, we deter-

mined that the issue would result in

an increase in net income to the

S&L of $ 118,100 by the end of the

first year, and $ 1,060,900 by the

end of the ninth year when the

bonds are retired .

What happens to the profits of a

MBB issue if the assumptions

change?

1. Because of compounding ef-

fects, an increase in the spread be-

tween the current mortgage rate

and the bond rate has different

effects , depending upon whether

the increase is due to a rise in the

mortgage rate or a decrease in the

spread caused by an increase in the

current mortgage yield has a great-

er effect on income than a spread

increase caused by a decrease in the

bondyield.

For example, a jump of 25 basis

points in the current and expected

mortgage yield results in a net in-

come increase of 21.6 percent from

the base case over the 9 - year period.

A decrease in the bond yield of 25

basis points (to 9.5 percent) results

in a net income increase of 17.5

percent over the base case.

2. When mortgage rates are ex-

pected to fall from current levels,

the decline in profits is greater, the

lower the maturity of the mortgages

in the mortgage portfolio. This is

caused by the quicker turnover of

mortgages into the lower yielding

future rates. In addition, this rela-

tionship indicates that a high cur-

rent spread has less effect, the lower

the maturity of the mortgages.

That is, the current spread is not all

that should be considered when de-

fining the profitability of MBB's .

The future spread can also be im-

portant. Simulation shows that a

decline from a 30-year to 6-year

maturity of mortgages results in a

drop in expected profitability of

26.7 percent from the base case.

Conventional Passthroughs

A conventional mortgage pass-

through certificate is an undivided

interest in a pool of conventional

residential mortgages. The mort-

gages are originated by the issuing

institution, which also services the

pool underlying the passthrough

certificate. Under the pooling and

servicing agreement used for a pass-

through transaction, the issuer col-

lects interest and principal monthly

and passes through all interest

payments, less a fixed service fee,

plus all scheduled principal pay-

ments and prepayments.

The issuer of a passthrough is, in

essence, changing the form of the

assets which he holds. This con-

trasts with the issuer of a mort-

FHLBB JOURNAL/AUGUST 1979 5



gage - backed bond, who is issuing

another form of liability. Thus, the

question of net income from pass-

throughs relates to the effect of ex-

changing portfolio assets for new in-

vestments compared with not doing

so. Specifically, the change in net

income resulting from issuing con-

ventional passthroughs is the total

net income resulting from issuing

the passthroughs less the total net

income if they were not issued . In

essence, should the association have

sold the mortgages or held on to

them?

Assume that an S&L has decided

to use conventional passthroughs.

As in the case of MBB's, he first in-

curs expenses for advisory, legal,

accounting, rating, and trustee

fees , as well as printing and dis-

tribution costs . It is here , however,

that much of the similarity between

MBB's and passthroughs ends. This

is because instead of one source of

income, passthroughs have two

sources of income.

First, there is the basic income,

which is the difference between the

contract rate on the loans in the

passthrough pool and the rate on

the passthrough certificates, less

costs incurred in servicing the

mortgages. The originator of the

passthroughs services the loans, for

which he is paid the difference be-

tween the interest rates on the un-

derlying mortgages and the pass-

through rate. Servicing involves not

only distributing the interest and

principal , but also providing

monthly reports to certificate

holders. A unique feature in servic-

ing passthrough certificates is the

maintenance of a mortgage pool

and hazard insurance coverage .

Second, a passthrough issuer also

earns income by investing the prin-

cipal and interest payments from

the mortgages in the pool . Pay-

ments of principal and interest

from the mortgages to the security

holders are delayed for some time,

typically 55 days, because the issuer

must collect the mortgage payments

from the mortgagees, compute the

amounts due to each security hold-

er, and send out checks . Mean-

while , the issuer can invest the ac-

cumulated mortgage payments and

prepayments in liquid securities to

earn additional income.

Thus the net income from issuing

passthroughs can be expressed as

follows:

Total net income from = Income from new

issuing passthroughs loans

-Origination and

distribution costs

Profitability of Passthroughs

How much does net income

change if one of the major factors

affecting the profitability of pass-

throughs changes? Consider the fol-

lowing as describing a passthrough

issue:

An issue size of $10 million ; orig-

ination and distribution costs of

$35,000 and $45,000 respectively; a

passthrough yield to investors of

10.35 percent ; a contract rate on

passthrough mortgages of 10.75

percent; passthrough servicing and

mortgage pool insurance costs of25

basis points ; an issuer's income tax

rate of 33 percent; and a payment

delay of 55 days. The passthroughs

and new mortgages have maturities

of 30 years, and both have average

lives of 10 years. The current new

mortgage rate is 10.75 percent , and

this will decline to 9.5 percent in

years 4 through 10. Loan origina-

tion fees are currently 1.5 percent

and are expected to remain at that

level . The yield on float is 10.2 per-

cent in year 1 and will decline to 9

percent in years 4 through 10.

As in the case of MBB's, the au-

thors developed a computer pro-

gram for the numerical analysis of

+ Passthrough

servicing income

-Potential income on

old mortgages -Income taxes

passthroughs. Given the above ex-

ample, the program showed that by

the end of the 5th year, pass-

throughs, would have produced a

cumulative net income $367,400

greater than if no passthroughs

were issued. By the end of the 10th

year, net income increases to

$756,900.

Of course, the advantage of issu-

ing the passthroughs is based upon

the assumptions which were put

into the analysis. What happens to

net income if these variables

change? We will discuss the changes

in the advantage of issuing pass-

throughs given changes in the aver-

age prepayment year of mortgages,

the coupon yield on new mortgages ,

the float period, and the certificate

price ofthe passthroughs .

1. For the base case analysis , we

assumed that the certificates are

purchased at par ( 100) . As a prac-

tical matter, last- minute changes in

bond market yields often result in

higher or, more often, lower price.

Certificate prices of 99.5 and 99

result in declines of 5.8 percent and

11.6 percent in profits from the

base case in 5 years, and declines of

6.6 percent and 13.4 percent in 10

years.

6 FHLBB JOURNAL/AUGUST 1979



REGISTERED

No.
LA169

H
O
M
E

unt or
posit and it is

Loan
aurance

Corporatio

SERIES,
VARIABLE

PASS-TH
AMILY

MORTGAGE
LOANS

ORIGINATED

A
V
I
N
G
S

ANDASSOCIATION

ation ofthe
Association)

REGIS
TERED

Spec
imen

4000

CUSI
P
4373

11
AB

The rather dramatic drop in the

passthrough advantage , especially

over the longer term, emphasizes

the need for setting a realistic yield

on the certificates . Otherwise , an

issuer who has been proceeding on

one set of profitability assumptions

may be unpleasantly surprised

whenthe transaction closes.

2. As Ginnie Mae investors be-

came more sophisticated , one ofthe

variables which came to their atten-

tion was the different prepayment

experience found in different pools

of mortgages. Certain parts of the

country, for instance , have very dif-

ferent average prepayment experi-

ence. In our example, simulation

shows that a decline in the average

year ofprepayment from 10 years to

6 years increases profits from the

base case by 3.1 percent in 5 years

and 6.2 percent in 10 years.

3. The change of a few basis

points in the assumed rate level of

new mortgages or in the negotiated

passthrough rate has significant

effects on profitability. For exam-

ple, an increase of 25 basis points in

the level of new mortgage rates in-

creases the profits by over 17 per-

cent in 5 years and 18 percent in 10

years. Correspondingly, a decline in

the levels of new mortgage rates of

25 basis points decreases profits by

36 percent in 5 years and 39 percent

in 10 years.

Similarly, a decline of 25 basis

points in the passthrough rate re-

sults in a profit increase of 15 per-

cent in 5 years and 19 percent in 10

years. An increase of the same

amount reduces profits by 34 per-

cent in 5 years and 37 percent in 10

years .

One of the considerations high-

lighted by these relationships is the

importance of the issuer's plans for

reinvesting certificate proceeds .

They will , immediately after clos-

ing, be invested in liquid securities.

The longer it takes for transfer into

funding loan originations, the long-

er the issuer bears the risk of

changes in mortgage rates.

Mortgage-backed bonds and

passthrough certificates have be-

come established channels in rais-

ing billions of dollars for residential

lending. Because their 5- to 12 - year

terms approximate the average life

of a home loan, mortgage securities

can mean an assured spread be-

tween the cost of funds and their

yield . Unlike new forms of savings

certificates, mortgage securities do

not attract money out of existing

savings.

Most people who discuss the prof-

itability ofmortgage securities focus

their attention upon a comparison

of the relative interest rates for cor-

porate bonds with current mort-

gage interest rates. While these fac-

tors cannot be ignored, the vari-

ables which should be considered

are more numerous and subtle , sug-

gesting computer analysis as the

best measure of profitability, as this

article has pointed out. With the

use of two computer programs, the

authors have simulated such vari-

ables as future loan origination

rates, prepayment experience, and

bond market yields for both MBB's

and passthroughs.

With millions of dollars involved

in a mortgage security issue, tiny

fluctuations in these and other fac-

tors can mean major swings in prof-

itability. Associations which have

developed the profitable opportuni-

ty presented by mortgage securities

have added to their other sources of

funds the vast capital pools ofpub-

lic and private enterprise.

FHLBB JOURNAL/AUGUST 1979 7
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inority-owned and -man-

aged savings and loan asso-

ciations play an important role in

the savings and loan industry. They

help to provide for the thrift and

credit needs of a significant portion

of the Nation's population . By di-

recting their operations towards

socially or economically disadvan-

taged Americans, they have made

major contributions toward meet-

ing the credit and savings require

ments of the Nation's urban and

rural populations . Through the

services they have provided in these

areas, minority- managed associa-

tions have furthered the revitaliza-

tion and development of our Na-

tion's communities.

Recognizing these contributions ,

the Bank Board, in the summer of

1978 , established as one of its major

goals the development and imple-

mentation of a program to encour-

age the growth, expansion, safety,

and soundness of minority-owned

by Percy Duran, Supervisor,

Minority Association

Development Division,

Office of Industry Development

and managed savings and loan

associations. Today, the outlines of

the program are evident. A division

of the Office of Industry Develop-

ment the Minority Association

Development Division- has taken

primary responsibility for this

multifaceted venture and will play a

significant role in putting it into

effect.

The impetus for development of

the program came from a 1978

Bank Board study conducted to

determine why a large number of

minority-managed associations

were experiencing financial diffi-

culties. The findings of the study

mirrored those of earlier Bank

Board surveys which showed that

minority-managed savings and

loans generally suffer from the

problems experienced by all small

associations .

However, the study also identi-

fied a number of other problem

areas that are peculiar to minority-
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managed associations. For exam-

ple, it revealed that most minority-

managed S& L's experience excep-

tionally high operating expenses.

This appears to be a function of a

number of unique problems, such

as unusually low account balances ,

coupled with high transaction ac-

tivity and above- average expenses

for the lease ofoffice quarters. Poor

growth potential of their market

areas and limited customer bases

were also identified as major prob-

lems ofthese associations .

While it was conducting this

study, the Minority Division also

was holding meetings with and ob-

taining input from the manage-

ment of individual minority-

managed savings and loans, various

industry organizations, and certain

government agencies. Through

these efforts, the Division received

two clear messages. First, minority-

managed associations are eager to

improve and expand their opera-

tions, but they need a boost to help

them overcome some of their

unusual problems. Second, there

were industry and government

sources ready and willing to help

the Minority Division establish an

assistance program .

With these thoughts in mind and

with the aid of various government

and industry sources, the Minority

Division proceeded to develop a

number of assistance projects based

on the concept of self- help . Im-

provement of an association's oper-

ations can have a solid foundation

only if the drive for improvement

orginates with the association's

management. The assistance pro-

grams, therefore , are structured as

tools minority associations can use

to better their operations. The pro-

grams, through the joint efforts of

the business and public sectors, will

provide concrete, practical assist-

ance to minority savings and loans.

One ofthe first steps towards im-

plementation of the Bank Board's

minority assistance effort was the

negotiation of a contract with the

Department of Commerce for

$70,000 to fund four initial assist-

ance projects. Transfer of the Com-

merce funds to the Bank Board and

the initiation of the first four assist-

ance programs was announced by

the Bank Board on April 25 , 1979,

at a signing ceremony attended by

representatives of the White House,

the Department of Commerce, the

Federal Home Loan Banks , various

trade groups, and the savings and

loan industry.

The MESBIC Program

The first project, and the one

that will form the foundation ofthe

Bank Board's minority association

assistance activities, is the organiza-

tion of a Minority Enterprise Small

Business Investment Company. The

MESBIC program has been allotted

the largest portion of the Com-

merce grant- $50,000 -to cover

organizational and initial operating

expenses.

MESBIC was originally conceived

of as a vehicle for channeling funds

into minority associations to bolster

their capital base . Of equal impor-

tance, however, it also was seen as a

means of providing the long-term

source of funds needed to imple-

ment other assistance programs

that prove successful . The Com-

merce grant will furnish the money

needed to develop and test three

such programs specified in the

grant.

MESBIC will be a private corpo-

ration chartered under the laws of

one of the 50 States and licensed by

the Small Business Administration .

The SBA license will entitle the

company to receive SBA funds at a

discounted rate totaling up to four

times the amount of its equity capi-

tal . Thus, with equity capital of$5

million, SBA funding of the MES-

BIC could reach a total of $20 mil-

lion .

It is anticipated that the Federal

Home Loan Banks will take the

lead in the development and opera-

tion of the MESBIC program.

Their role will be to organize

MESBIC , invest $5 million in equity

shares of the company, and super-

vise its operation. The 12 District
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Banks would be the controlling

stockholders of the company and

thus would be responsible for elect-

ing its directors and appointing its

management. Structuring MESBIC

in this way will allow the Banks,

which are familiar with the needs

and problems of individual minor-

ity-managed associations in their

Districts, to identify associations in

need of aid and to determine how

those associations could best be

assisted.

MESBIC will have two ways of

channeling funds into a minority-

managed association. One will be to

provide the association with equity

capital by purchasing its stock or

subordinated debentures. The

other will be to make long- term

loans to the association . Since

MESBIC's cost of funds will be low,

it can invest and lend money at

comparatively low rates.

MESBIC resources will be spent

on correcting specific deficiencies of

individual associations, with the

District Banks closely supervising

how the funds are used. Examples

of some diverse ways in which

MESBIC money can be applied are

to assist in the relocation of poorly

situated offices; to train manage-

ment personnel, and to provide

technical assistance in various

aspects of savings and loan opera-

tions. The District Banks, through

MESBIC directors, would establish

guidelines and policies for deter-

mining eligibility, amounts to be

loaned or invested, interest rates,

repayment, etc.

Technical Assistance Programs

Meanwhile, the Bank Board is

putting into effect three other inno-

vative programs that will provide

minority-managed associations with

a new form of help- direct techni-

cal and management training by

specialized consulting firms.

One program involves the devel-

opment by a major accounting firmopment by a major accounting firm

of a manual designed to aid the

directors of minority- managed as-

sociations in the execution of their

duties. The same firm is also work-

ing on a second project to develop a

model operations review program

for use by auditors and accountants

of minority-managed associations.

The third proposal will provide for

on-site technical assistance for the

management of these associations

by a savings and loan management

consulting firm. It is anticipated

that once MESBIC is operating,

those programs which prove suc-

cessful will be funded through the

company.

The manual, which is being de-

veloped by Deloitte, Haskins and

Sells, will be designed to help direc-

tors of minority-managed associa-

tions better understand the savings

and loan industry and their respon-

sibilities and duties. It will cover

such broad areas as the nature and

purpose of the industry, the func-

tions ofa board of directors, the or-

ganization and selection of a board

ofdirectors, and the role of external

reviews by examiners and inde-

pendent auditors.

The operations review program

will contain detailed operating pro-

cedures and a standard work pro-

gram. The latter will be tested in

the field on one minority associa-

tion. It is expected to be used as a

guide to be followed in operation

reviews and will be made available

to the accounting firms that repre-

sent minority-managed associa-

tions. The concept of establishing

official guidelines for operation re-

views has been gaining acceptance

among various government agen-

cies, including the Department of

Housing and Urban Development

and the Federal Deposit Insurance

Corporation. The operations review

program will ensure that certain

review procedures are performed by

minority associations.

On- site management consulting

services will be sponsored by Finan-

cial Consulting Services , Inc. , a

service corporation of First South-

ern Federal Savings and Loan Asso-

ciation , of Mobile, Ala . Minority-

managed associations participating

in the program will receive com-

plete evaluations of their operations

for the past year, as well as evalua-

기

7
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tion of their current operations.

These assessments will cover a varie-

ty of areas such as lending, property

management, short- and long-

range goal setting, organizational

structure, personnel policies, inter-

nal audit , and all aspects of market-

ing. If this program proves success-

ful, it will be expanded and made

available to more associations.

Additional Programs

In addition to MESBIC and the

technical assistance programs de-

scribed above , the Bank Board has

been working on two more pro-

grams that can be put into effect

"in-house." The first, sponsored by

the Federal Home Loan Mortgage

Corporation, currently is now being

put into operation . The second,

which is in the planning stage, will

be developed in conjunction with

the Federal Savings and Loan In-

surance Corporation.

Mortgage Corporation Program

The Federal Home Loan Mort-

gage Corporation, in cooperation

with the Minority Division and the

American Savings and Loan Lea-

gue, has developed an educational

program on the secondary mort-

gage market for minority-managed

associations. The program was es-

tablished after a survey by the Cor-

poration revealed that most minor-

ity- managed associations are in-

terested in participating in the

secondary mortgage market, but

are reluctant to do so because they

are not familiar with it.

The Mortgage Corportion is

planning a number of seminars on

the secondarymarket to be held this

fall . They will cover all aspects of

the market, including the Mortgage

Corporation's role in it and how the

market can be tapped for mortgage

funds. The Corporation will con-

duct the seminars at various loca-

tions throughout the country.

FSLIC Early Alert Program

The FSLIC program involves an

"early alert system" which will be

designed to alert the Bank Board

when a minority-managed associa-

tion is beginning to experience seri-

ous financial difficulties. The sys-

tem will enable the FSLIC and the

Minority Division to work with a

minority-managed association to

resolve its problems before the asso-

ciation's financial condition deteri-

orates too badly. The goal is to

reduce the number of minority as-

sociations that require FSLIC as-

sistance .

Conclusion

These programs are the founda-

tion of the Bank Board's minority-

managed association assistance ef-

fort. They will enable the Bank

Board to help improve the growth,

expansion, safety, and soundness of

minority-owned and managed sav-

ings and loan associations. They

also will help the Bank Board meet

another of its goals : strengthening

the S&L industry as a whole.

In addition, by strengthening

minority-managed associations,

many ofwhich serve low- or moder-

ate-income areas, the programs will

further encourage and expand

community investment and devel-

opment. The strengthening of mi-

nority-managed associations also

will contribute to the Bank Board's

goal of promoting equal employ-

ment opportunity in the savings and

loan industry.

These programs are the way to a

meaningful minority assistance ef-

fort. The benefits that can accrue

from the programs are not limited

to minority associations, however.

Much of what is learned can be

used to benefit all small associa-

tions.

Looking ahead, the Minority Di-

vision is continuing to explore novel

ideas for new development propos-

als. The existing programs were de-

veloped with the assistance of a va-

riety of government and industry

sources, as has been noted . The

Minority Division encourages such

joint efforts .
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endy Crawshaw is partially

deaf. She also has a speech

impediment . . . Art Carreon has

cerebral palsy ... Francis Whalen

and Zbigniew Kurkowski can nei-

ther hear nor speak ... Erik Drew is

partially incapacitated on one side.

Despite their handicaps , Coast Fed-

eral Savings and Loan Association ,

Los Angeles, counts on them to

move the corporate mail . . . to

keep supply room activities hum-

ming...and to work in the micro-

film section and print shop .

Coast Federal calls it main-

streaming the handicapped. They

work side - by-side with unhandicap-

ped staffers in the association's cor-

porate facility in downtown Los

Angeles .

"They're dependable, very much

so, in terms of being on the job and

the performance of their assigned

duties. They seek no special consid-

erations . Nor do we view them

other than as any normal, regular

employee . We're happy to have

them, " says Terry Crow, vice pres-

ident- administrative services. The

physically disadvantaged employees

were hired under the association's

policy of equal consideration/equal

pay for the handicapped, now in its

seventh year. Coast Federal receives

no government funding for the pro-

gram .

Hiring the Handicapped

Coast Federal's Positive Program Wins Wide Public Interest
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One ofWendy Crawshaw's tasks in

the communications/services

department ofCoast Federal is to

file the thousands ofcancelled

checks thatpour into the corporate

headquarters.



Coast Federal's program ofhiring

the handicapped is traced , literally,

to Luck- Dorothy Luck, that is.

She's an 18-year career employee

who, as administrative chief clerk,

supervises the corporate mail, rec-

ords, microfilm, and related oper-

ations . She began working in the

1960's with the loan records section

and recalls an employee with tunnel

vision working for her. Later , she

helped arrange a job for an immi-

grant from Greece who was deaf

and faced deportation unless he got

work. As Miss Luck advanced in re-

sponsibility, she added handi-

capped workers to her staff- at first

on a friend- refers- a-friend basis and

then through the referral of appli-

cants by organizations helping the

disabled.

"They're proud and productive

. . ambitious . . . deserving ...

just like the nondisabled, " says

Miss Luck, who broadens the inter-

est and work of staffers by moving

them from section to section.

More over, when someone who is

handicapped joins a section, Miss

Luck says she has detected an im-

proved attitude in some nondis-

abled workers who had not been so

efficient in performing their own

duties.

"Their own efforts are accel-

erated as they try to be helpful as

they can in the mainstreaming of

the disadvantaged employee, " she

adds.

She believes the program's merits

dawned on Coast Federal because

of what she calls the "Cranmer"

fund . In the 1940's, senior manage-

ment established this fund for an

employee- BobCranmer-whohad

suffered paralysis. When he recov-

ered, Cranmer returned to work

and the association installed an

access ramp for him at its Tarzana

office. Now he sits daily in his wheel

Erik Drew runs an inserting

machinein the communications/

services department.



chair at his desk in the accounting

department .

TVCoverage

KNBC-TV (Channel 4) , Los

Angeles, sent a film crew to the as-

sociation recently after hearing

about Coast Federal's work with the

handicapped. The 22 -minute fea-

ture was aired on regular newscasts

at 6 p.m. and again at 11 p.m. on a

Saturday. Positive reactionfollowed.

Letters commending Coast Fed-

eral came from customers and

noncustomers alike . "I have been a

depositor of your Santa Monica

branch for 20 years , " wrote Eleanor

Fieldhausen. "It is good to know

that somebody like you has kindness

ofheart."

"May I commend your company

for hiring handicapped persons, "

wrote Ruth Ann Summers, of Ir-

vine, Calif.

Francis Whalen performs manydif

ferent duties in the communica-

tions/services department.
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Job inquiries came in, as did

commendation from the State of

California and from the Beverly

Hills Mayor's Committee for Em-

ployment of the Handicapped .

Other companies wrote in to in-

quire about Coast Federal's and its

handicapped employees.

The reaction was a surprise to

David A. Blaney, vice president and

director of Human Resources Man-

agement forthe association .

"Frankly, we've been mildly star-

tled by all the attention to Coast

Federal's hiring of the handicap

ped, " Mr. Blaney said . "Other than

our natural expansion of the activ-

ity along with the company's growth

in the 1970's, we haven't really tar-

geted any major new approach to

it . We're certainly not in the big

league in this respect with DuPont ,

Crown Zellerbach, and certain

leaders ofthe insurance, telephone,

and utility industries .

"We employ just over 1,000 peo-

ple, most ofwhom are nondisabled .

Many of our employees interface

with the public in our California

branching network of 47 offices,

which tends to impede our efforts in

integrating more of the handicap-

ped into our regular work force .

But it is fair to say our attitude has

been strongly positive and our over-

all approach somewhat aggressive

in comparison to other medium-

sized companies. Nearly 5 percent

of our work force is now comprised

of disadvantaged employees."

Hollywood actor Lour Carrela

teamed up recently as a consultant

with producer Fern Field on the

film , "A Different Approach, "

which deals with the problem of

hiring the handicapped. Carrela

and Field showed the film some

weeks ago to a conference for em-

ployers sponsored by the Beverly

Hills Mayor's Committee for Em-

ployment of the Handicapped.

After a panel discussion and the

speeches came the awards . One was

billed as a "surprise" to Coast Fed-

eral Savings, the only private em-

ployer standing for recognition.

The association received the May-

or's Committee's Certificate ofMer-

it- an award that was immediately

followed by one from the California

Governor's Committee, doubling

Coast Federal's honors for "promot-

ing expanded opportunities for

handicapped persons. "

Other Activities

In a special effort to aid the

handicapped, Coast Federal soon

will print a guide to assist handi-

capped individuals in finding em-

ployment and housing. The guide is

now being prepared by the office of

Los Angeles city attorney Burt

Prines and will be distributed wide-

ly to the disabled and to employers

in the Los Angeles area this fall . It

also will be distributed through the

association's offices elsewhere in

California .

Coast Federal , moreover, can

take a bow for reaching outside of

the savings and loan business to

help the disadvantaged . It's an ar-

dent fan and sponsor of the Califor-

Actor Arnold Roberts of"Lit-

tle House onthe Prairie, "presented

Richard Lassos an awardfor his

performance in the California

Special Olympics recently. Lassos,

sponsoredby Coast Federal Savings,

scored a 165 in the bowling com-

petition. Coast's offices annually

sponsor children in the event which

offers emotional and physical

benefits to mentally retarded youths

whoparticipate in the olympic - type

competition.



a

nia Special Olympics, now in its

11th year. Locally, statewide, and

nationally, the group providesprovides

olympic-type competition for men-

tally retarded children . The goal of

individual participants, says

spokesman, "is not simply to win,

but to be able to participate. The

personal benefits derived from be-

ing part ofthe team are quite often

emotionally and physically ther-

apeutic. " At Easter, the association

is a majorsponsor of the Easter Seal

telethon benefiting crippled chil-

dren on KTTV (13) , Los Angeles .

It also supports the annual telethon

over KTLA (5 ) that fights leuke

mia for the City of Hope, Duarte,

Calif. Other foundations receiving

Coast Federal's help include Excep-

tional Children's, Spastic Children's

KARE Youth, Autistic Children's-

plus various groups dedicated to the

support of exceptional adults in

communities served by the associa-

"Coast Federal's program of hir-

ing the handicapped long has been

a source of quiet pride to our asso-

ciation, " says board chairman and

president Ross M. Blakely.

"It is also a source of pride to

those who are being ' mainstreamed'

into normal business life and to our

nondisabled workers, as well . It is

rewarding in many ways .

"In the 47 communities we serve

in California, we are fortunate to be

able to help many who are recover-

ing from disabling illnesses and are

trying to return to normal lives .

The guiding spirit of all our efforts

is to give a hand, not a handout .

We're just doing what we feel is an

absolutely necessary job the best

way we know how and our pride is

in the program's quality. "

Zbigniew Kurkowski distributes

mailto department boxes in Coast

Federal's corporate headquarters.



Research

Working

Papers

byCatherine D. Sveikauskas

Economist

Office of Economic Research

The Office of Economic Re-

search conducts studies for the

Federal Home Loan Bank Board

on subjects related to savings and

loan associations, other financial

institutions, and the mortgage and

housing markets. These studies

are issued as Research Working

Papers.

As papers become available,

abstracts are published in the

Journal or, on occasion, may be

printed in the Journal in part or

in full.

Research Working Papers are

usually preliminary in nature and

are intended for review to stim-

ulate further research. They do

not necessarily represent the

policy of the Federal Home Loan

Bank Board. Readers' comments

are welcomed.

Requests for papers will be

honored free of charge. Address

all requests to Working Paper

Series, Office of Economic Re-

search, Federal Home Loan Bank

Board, 1700 G Street, N.W.,

Washington, D.C. 20552 .

Recent Working Papers are

summarized as follows:
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Research WorkingPaper

No. 80, "Withdrawal

Penalties, Deposit Com-

position, and Disin-

termediation, "byJerry

Hartzog.

Early withdrawal penalties are

intended to deter disintermedia-

tion, but excessively severe penal-

ties, in fact, may be counterproduc-

tive. This paper shows that penal-

ties reduce the expected return on

certificates and, hence, lead to a

deposit mix with relatively more

passbook balances. Because pass-

book balances are not subject to

early withdrawal penalties, exces-

sive penalties may actually increase

overall S&L susceptibility to disin-

termediation . This paper concludes

with suggested strategies to reduce

susceptibility to disintermediation.

Research WorkingPaper

No. 81, "A Computer

Modelto Estimate the

Value ofa Converting

S&L, "byHenryJ.

Cassidy and Donald M.

Kaplan.

The Federal Home Loan Bank

Board has the responsibility of ap-

proving or denying applications for

conversion from mutual to stock

form of organization. This paper

describes the model used by the Of-

fice of Economic Research to esti-

mate the value of a converting asso-

ciation. It describes the basic ana-

lytic equations comprising the

model, a users ' guide to the com-

puter program, and the results of

numerous sensitivity tests. This

paper emphasizes that the model

must be considered as only one of

many inputs into the pricing deci

sion.

Research Working Paper

No. 82, "Redlining: A

CriticalReview ofthe

Literature with Suggested

Research, " by A. Thomas

King.

Redlining is alleged to cause the

decline and deterioration of neigh-

borhoods which would otherwise be

viable. This paper reviews and

evaluates a number of studies of

redlining and concludes with sug-

gestions for further research.

FHLBB JOURNAL/AUGUST 1979 19



Research Working Paper

No. 83, "A Critical Anal-

ysis ofAsset-Based Risk-

Related Capital Re-

quirementsfor Savings

and Loan Association,'

byJosephHorton.

""

This paper is a critique of asset-

based, risk- related capital require-

ments. The general conclusion is

that S&L's present little risk to the

Federal Savings and Loan Insur-

ance Corporation under current in-

stitutional arrangements. The high-

ly regulated nature of the industry

has reduced the probability of fail-

ure to an extremely low level . In

fact, the author states, there is so

little risk to the FSLIC that S& L's

may not be taking socially optional

amounts of risks ; hence, there is no

need for the added safety of a risk-

related capital requirement. Less

restrictive regulation, greater free-

dom of entry and exit, and greater

reliance on the insuring agencies

rather than on capital requirements

to offset the costs of failure would

promote efficiency, competition ,

and innovation, the author con-

cludes .

Research Working Paper

No. 84, "A Yield Curve

Approachto Pricing Var-

iable Rate Mortgages, "by

Henry Cassidy.

This paper analyzes the

hypotheses that variable rate mort-

gages are initially priced according

Invited Working Paper

Number 19, "A Critical

Review ofthe Alternative

Mortgage Instruments

Research Study, " edited

by Gerald S. Album and

George G. Kaufman,

to a “ mortgage yield curve. " Under University ofOregon.

normal conditions of a positively

sloped yield curve, the VRM will be

priced below the standard, fixed-

payment mortgage . This holds both

for no-call mortgages and for mort-

gages with a borrower call option .

The analysis concludes that a VRM

will have a higher initial contract

rate (1 ) the less often the rate is ad-

justed, (2) the more binding the

constraints on VRM rate move-

ments, and (3) the more slowly

moving or " sticky" the index rate .

The latter two factors are perhaps

the most important reasons why

VRM's in California- at least up to

the spring of 1979 - have been

priced the same as standard , fixed

rate mortgages and why New Eng-

land VRM's have been priced at a

0.5 -percentage point discount.

This working paper includes

three papers which review the Bank

Board's Alternative Mortgage In-

struments Research Study. The first

paper, by Henry Cassidy and

Richard Marcis, summarizes the

major findings of the AMIRS

report. In the second paper, Uni-

versity of Minnesota professor Craig

Swan questions the report's objec-

tivity. He states that the more popu-

lar alternative instruments, such as

the graduated payment mortgage,

are being used to "convoy" the less

popular, such as the VRM , to a safe

harbor. University of Pennsylvania

professor Robert Edelstein takes the

study to task for not developing a

framework for describing an "op-

timal mortgage. " Dr. Edelstein also

addresses one of the study's central

assumptions-whether increased

homeownership is socially desirable

in the first place.
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Invited Working Paper

No. 20, "The Introduc-

tion ofNew Mortgagesto

New England: AnExam-

ination ofRecent

Evidence, " byMaurice

Weinrobe, ofClark Uni-

versity.

This paper describes the intro-

duction of new mortgage instru-

ments in New England. It explores

the question as to whether VRM's

benefit or hurt borrowers. The con-

ventional wisdom is that VRM's

principally benefit lenders because

they shift risk from lenders to bor-

rowers. This paper concludes bor-

rowers are well served with the in-

troduction of the new instruments.

Invited WorkingPaper

No. 21, "A Reexamina-

tion ofthe Problem of

State Usury Ceilings: The

Impactin the Mortgage

Market, "byJames E.

McNulty, FederalHome

Loan Bank ofAtlanta.

Most previous econometric

studies of the impact of State usury

ceiling suggest that usury ceilings

are restrictive only when the ceilings

is below average market rates.

Using data for savings and loan

associations in Georgia , this paper

demonstrates that a given ceiling

may be restrictive even before the

average market rate reaches the

ceiling rate. Because there were ap-

proximately 17 States with 10 - per-

cent usury ceilings in mid- 1978 ,

when average market rates were in

the 92 to 934 -range, the usury

ceilings may be much more restric-

tive than generally is considered the

case. The evidence developed here

also suggests that the movement

toward floating usury ceilings in

many States in recent years may not

be a welcome development, since

these ceilings would tend to dis-

courage higher risk loans even when

the general availability of mortgage

credit is good.

Invited WorkingPaper

No. 22, "The Disinter-

mediation Function, "by

Kenneth Rosen, Prince-

ton University.

This paper develops a model of

gross flows ofsavings to S& L's . It in-

cludes a number of innovations, in-

cluding use of a large vector of in-

terest rate spreads and nonlinear

interest rate spreads as independent

variables. One major empirical

finding is that the unemployment

rate affects both savings received ,

through a precautionary savings

motive, and savings withdrawn,

through a drawn- down effect , with

the precautionary motive domi-

nant.

The model has very stable simu-

lation properties, which indicates it

may be useful for forecasting appli-

cations.
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Invited WorkingPaper

No. 23, "A Functional

Cost Analysis ofSelected

Operations ofSavings

and Loan Associations, "

by David Schulze, Univer-

sity ofNebraska at

Omaha, and Donald

Kaplan,

Kaplan, Smith&

Associates, Inc.

This paper reports the results of a

functional cost analysis based on

1973 data for 20 savings and loan

associations . It estimates costs of

loan origination, loan servicing,

and savings, and compares cost

behavior in this sample with the

results of previous cost studies.

The study provides some basic

cost data not available previously,

reveals wide divergence of opera-

tions, and yields some new evidence

of economies of scale in the savings

and loan industry.

Invited WorkingPaper

No. 24, "Functional Cost

Programs: An Investiga-

tion into their Feasibility

and Usefulnessfor Regu-

latory and Management

Purposes, "by R. Rich-

ardson Pettit, University

ofHouston.

This is a preliminary investiga-

tion into the feasibility of setting up

a functional cost program for sav-

ings and loan associations . It devel-

ops the scope and methodology to

be employed, discusses conditions

necessary to ensuring a viable, on-

going functional cost program, and

spells out the kind of information to

be collected from individual S& L's.

Invited Research

WorkingPaperNo. 25

"PrepaymentExpecta-

tionsforGNMA Securi-

ties: TheirImpact on

Yield Calculations, "by

Susan Neary Cirillo

This paper examines apparent

inefficiencies in the GNMA securi-

ties market . It shows that the use of

the standard 12 -year prepayment

assumption results in a misstate-

ment of yields on most securities.

Although published yields indi-

cated significant variations among

securities with different coupons, it

was shown that a correction for

prepayment assumptions would

make yields converge . The hypoth-

esis that correction for prepayment

assumptions would bring yields on

GNMA securities, which are backed

by the full faith and credit of the

U.S. Treasury, into the range of

yields on U.S. Treasury securities

was not upheld, for even after the

correction was made, yields on

GNMA's were higher than Treasury

yields . Applications of findings to

the market were also explored and

market strategies for trading in

GNMA's discussed .

1
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Changes in S& L

Deposit Structure:

October 1978-

March 1979

byStephen T. Zabrenski,

Economist

Office of Economic Research

Chart 1.-Net Change in Deposit Balances at FSLIC-Insured S&L's Classified by Type

ofAccount

Regular rate accounts

Non-MMC consumer

certificate accounts

Oct. 1977-March 1978

April 1978-Sept. 1978

Oct. 1978-March 1979

rom last October to March,

the deposit
structure

of asso-

ciations
continued

to shift signifi-

cantly
in reponse

to the initial
au-

thorization
of the 6 - month

money

market
certificate

in June 1978.

However, before examining these

changes, several additional major

regulatory modifications made sub-

sequent to the reporting period

should be noted. For one , the regu-

lations governing the ceiling rate

payable by associations on MMC's

was changed in mid-March. Sec-

ondly, effective July 1 , a new 4 - year

certificate was authorized, the

passbook ceiling rate was increased,

and the minimum balance and ear-

ly withdrawal penalty provisions on

certificate accounts were relaxed .

The impact of these changes will

be analyzed when the April- Sep-

tember 1979 period is examined.

Preliminary information through

June, however, indicates that the

mid-March MMC rate change has

significantly reduced MMC growth

with a consequent adverse impact

on total deposit flows at associa-

tions.

Savings Cost Soars

The average cost of savings at

savings and loan associations in-

creased by a record amount during

the 6 months ending March 31 ,

1979. This rise reflected concentra-

tion of deposit growth in high- cost,

flexibly priced accounts, especially

6-month money market certificates,

and further attrition from lower

yielding, fixed- rate passbook and

6-month money market

certificate accounts

Large denomination

certificate accounts

Notice and monthly

payment accounts

All types of accounts

-20 -10 0 10 20 30

certificate accounts during a period

when market interest rates rose fur-

ther. In this environment, associa-

tions were actively bidding for

funds as an increasing number of

institutions offered most types of ac-

counts at regulatory ceiling rates.

The weighted average cost of the

savings portfolio of FSLIC- insured

savings and loan associations , ex-

cluding the effects of compound-

ing, was 7.15 percent on March 31 ,

1979. This was a 54 - basis- point in-

crease from last September, about

four times the rise during the prior

semiannual period , and probably

more than twice the initial impacts

of the 1970 and 1973 increases in

deposit rate ceilings.

5040

Billions of dollars

These cost increases reflected the

concentration of savings growth

almost entirely in MMC's. Such

balances increased by $53.9 billion

during the 6 months ending in

March, or slightly more than twice

the growth in all accounts com-

bined during the period, and al-

most three times the MMC gain

from June 1 to September 30. (See

table 1 and chart 1. ) Large denom-

ination $100,000 or more- certif-

icate balances also rose, but at a

slightly slower pace than in the

prior semiannual period .

Balances in all other account cat-

egories registered declines. Regular

rate (primarily passbook) account

balances decreased by $11.9 billion,
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Table 1. -Deposit Balances at FSLIC- Insured S&L's Classified byType and Interest Rate

(Dollar amounts in millions)

OutstandingMarch 31 , 1979

Netchange in amount outstanding Percentof:

Type of account /interest rate

Apr. 1977

to

Sept. 1977

Oct. 1977

to

Mar. 1978

Apr. 1978

to

Oct. 1978

to

Sept. 1978 Mar. 1979 Amount

Total

Deposits

Account

Deposits

Regular accounts ' , total . 5,644 3,795 -4,191 -11,861 130,200 29.7 0

Certificates , total ..... 19,281 17,613 25,968 32,192 301,936 69.0

о

Money Market Certificates, total 19,337 53,877 73,214 16.7 100.0

8.50% or less.. 19,337 -18,706 631 0.1 0.9

8.51-9.00% 8,011 8,011 1.8 10.9

9.01-9.50%

9.51-10.00%

0
0 10,247 10,247 2.3 14.0

54,326 54,326 12.4 74.2

Other certificates in denominations of less than

$100,000 , total .. 17,650 15,364 3,814 -24,130 212,662 48.6 100.0

5.75% or less. -30 -526 -1,795 -1,528 3,377 0.8 1.6

5.76-6.00% -994 -922 -870 -851 3,187 0.7 1.5

6.01-6.25% 458 -460 -167 -319 497 0.1 0.2

6.26-6.50% 2,314 1,352 -3,350 -9,863 28,134 6.4 13.2

6.51-6.75% 501 387 -297 -1,669 12,983 3.0 6.1

6.76-7.00% -1,389 -1,450 -540 -222 2,662 0.6 1.3

7.01-7.25% -422 -826 -224 -635 2,607 0.6 1.2

7.26-7.50% 10,431 5,193 -1,409 -8,496 94,977 21.7 44.7

7.51-7.75 % 7,774 12,787 3,989 1,169 50,435 11.5 23.7

7.76-8.00% -737 -136 8,460 4,975 13,629 3.1 6.4

Over 8.00% -253 -35 19 121 175 (5) 0.1

Certificates in demoninations of $ 100,000 or more, total . 1,631 2,249 2,817 2,445 16,060 3.7 100.0

8.00% or less. 1,664 1,908 -2,999 -4,417 2,852 0.7 17.8

8.01-9.00% -32 340 5,528 -2,860 3,190 0.7 19.9

9.01-10.00%

10.01-11.00% .

Over 11.00% .

-2 -1 287 2,911 3,205 0.7 20.0

0 5,286 5,287 1.2 32.9

(") (5) 1,525 1,526 0.3 9.5

Other accounts , total ..

Alltypes ..

199

25,125

98 -809

21,505 20,968

-1,277

26,068

5,680 1.3 0

437,817 100.0 0

' Includes passbook (regular ) accounts, transaction accounts (NOW, demand and NINOW) , club accounts, and miscellaneous other accounts earning an association's

regular rate or less.

2 Accounts with a specific maturity or qualifying period earning more than an association's regular rate.

Includes IRA, Keogh, and governmental unit certificate accounts.

Accounts other than certificates earning morethan an association's regular rate including 90-day notice and consecutive monthly payment accounts.

Lessthan $0.5 million or less than 0.05 percent.

NOTE: Data are based on reports from associations holding substantially allof the savings held by FSLIC-insured associations . The minor difference in the breakdown of

savings balance between accounts earning the regular rate or less and more than the regular rate shown in this table and the similar data published monthly reflect reporting

inconsistencies . Detail may not add to totals because of rounding.

sharply more than the $4.2 billion

drop during the April- September

1978 period. Small denomination

(less than $ 100,000) certificate

balances (excluding MMC's) de-

clined by $17.1 billion versus a $3.8

billion increase during the previous

period. Finally, otherother accounts

earning more than the regular rate,

primarily 90 - day notice accounts ,

showed a $ 1.3 - billion drop in bal-

ances, compared with a $0.8- billion

decline during April - September

1978.

Record Growth in MMCs

The $53.9 - billion expansion in

MMC balances since last September

was the largest semiannual gain on

record for an individual type of ac-

count. The latest rise lifted total

MMC balances at insured associa-

tions to $73.2 billion on March 31 ,

1979 , or 16.7 percent of all deposits

at these insitutions. Six months ear-

lier, these balances totaled $ 19.4

billion, or 4.7 percent of all de-

posits . Reflective of the breadth of

this growth, the proportion of asso-

ciations with MMC balances in-

creased from 85 percent last Sep-

tember to 96 percent at the end of

March.

The distribution of MMC bal-

ances by rate earned at the end of

March reflected increases in market

interest rates during the period and

provides the principal explanation
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Chart 2-Net Change in Consumer Certificate Account Balances at FSLIC-Insured

S&L's Classified by Interest Rate Earned

Interest rate (percent)

5.75 or less

5.76-6.00

6.01-6.25

6.26-6.50

6.51-6.75

6.76-7.00

7.01-7.25

7.26-7.50

7.51-7.75

7.76-8.00

April 1978-Sept . 1978

Oct. 1978- March 1979

-10 -8 -6 4 -2 0 2 4 6 8 10

Billions ofdollars

of the record increase in average

cost experienced. Thus, some $54.3

billion (74 percent) of all MMC

balances were earning between 92

and 10 percent at the end ofMarch.

Six months earlier, virtually all

MMC balances were earning less

than 8½ percent. Consequently,

the average cost of MMC's in-

creased from approximately 7.75

percent last September to 9.56 per-

cent in March .

Large CD's Expand

Balances of large denomination

($100,000 or more) certificates in-

creased by $2.4 billion during the

most recent period , only slightly less

than the record $2.8 billion in-

crease during April - September

1978. Nonetheless, the $ 16.1 billion

of such accounts outstanding, rep-

resenting 3.7 percent of total sav-

ings, were both record levels .

As with MMC's , flexibly priced ,

large CD's were obtained only at

higher cost during the period . Con-

sequently, over two- fifths of all

outstanding large CD's were earn-

ing in excess of 10 percent at the

end of March. Virtually no out-

standing balances were reported for

this rate category on September 30 ,

1978. As a result of this change in

distribution, the average cost of

large CD's increased from about 8

percent in September 1978 to 9.47

percent in March .

Small Denomination CDTrends

Balances in small denomination

certificates-those requiring a min-

imum initial deposit of less than

$100,000 and excluding MMC's-

declined by $17.1 billion during the

latest semiannual period, compared

with a $3.8- billion drop during

April-September 1978. Contribut-

ing to the larger decline were higher

market interest rates, a higher vol-

ume ofmaturing accounts, and the

increased availability ofMMC's.

It appears that only the 8 - percent

rate category, the regulatory ceiling

on 8-year consumer certificates,

and IRA, Keogh, and governmen-

tal unit certificates , definitely

registered an increase in balances.

Even so, the gain was only $5 billion

versus $8.7 billion last period.

Balances earning 734 percent, the

maximum rate on 6- year accounts,

are shown in table 1 to have in-

creased by $ 1.2 billion during the

latest semiannual period. (The

March 1979 balance, however, in-

cludes $2.2 billion in IRA, Keogh,

and government unit certificate ac-

counts only reported as earning less.

than 8 percent . It is likely that some

unknown portion was earning less

than 74 percent. ) The increase for

this rate category was $4 billion

during April-September 1978.

Balances in all other rate cate-

gories declined , with the combined

dropoff totaling $23.4 billion, or

almost three times the combined

decline during the previous period.

The largest declines were $9.9

billion in the 6½- percent category

(the regulatory ceiling for 1 - year

accounts) and $8.5 billion in the

72 - percent category (the maxi-

mum rate for 4- year certificates) .

Declines ranged from $0.2 to $ 1.7

billion in other rate categories. See

table 1 and chart 2 for further

detail .

At March 31 , non-MMC, small-

denomination CD balances totaled

$212.7 billion, or 48.6 percent of

total deposit balances. Six months.

earlier, this balance was $229.8

billion, or 55.8 percent. Moreover,
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Table 2. -Certificate Account Balances at FSLIC-Insured S&L's Classified by Period of Maturity

(Dollaramounts in millions)

September 30, 1978 March 31 , 1979

Percentof: Percent of:

Period of Maturity Amount

Total

Deposits

Total

Certificates Amount

Total

Deposits

Total

Certificates

1978- Oct. - Dec. 32,951 8.0 12.5 (') (') (')

1979-Jan.- Mar. 40,749 9.9 15.5 (') (¹) (¹)

Apr.-June 18,827 4.6 7.2 54,024 12.3 17.9

July-Sept. 15,511 3.8 5.9 62,195 14.2 20.6

Oct. -Dec.

1980-Jan.- Mar.

After Sept. 1979

After Mar. 1980..

(¹) (') (') 12,068 2.8 4.0

(') (') (') 16,441 3.8 5.4

154,693 37.6 58.9 (¹) (¹) (1)

All periods-total ..

(¹)

262,731

(')

63.8

(¹)

100.0

157,209

301,937

35.9 47.9

69.0 100.0

Not reported separately.

Table 3. -FSLIC-Insured S&L's Offering Selected Classes of Accounts at Regulatory Ceiling Rate¹

(Percent of reporting associations)

1976 1977 1978 1979

Account Class Early

April

Early Early Early Early Early Early

October April October April October April

Regular passbook .. 94.7 95.3 94.9 95.7 96.8 97.3 97.3

Six-month moneymarket certificates . 70.4 77.7

Non-money market certificates in denominations

of less than $100,000:

3- month maturity . 41.1 41.2 37.4 40.0 43.3 44.7 50.1

1 -year maturity. 83.8 84.8 80.3 84.7 88.3 90.3 91.0

22-year maturity .
85.2 85.4 81.2 84.3 87.2 88.3 91.2

4-year maturity.

6-year maturity.

8-year maturity..

87.7 85.7 72.3 84.7 93.6 96.5 97.2

59.2 56.1 44.7 55.1 77.7 91.2 94.9

88.0 95.6

See Table S.4.12 in Statistical Series section for listing of applicable regulatory ceiling rates.

as a result of these shifts, some

three-fourths of all small CD's , ex-

cluding MMC's, were earning 72

percent or more on March 31 ,

1979, compared with 70 percent at

the end of September 1978. The

effect on average cost of non -MMC,

small denomination CD's was only a

6-basis - point increase to 7.34 per-

cent because of the initial heavy

concentration in higher earning ac-

counts.

Further Decline in Regular

Accounts

Balances in accounts earning the

regular rate or less dropped by

$11.9 billion during the most recent

6 -month period , dropping to

$130.2 billion on March 31 , 1979.

This represented 29.7 percent of

total savings on this date, down

from 34.5 percent at the end of

September 1978. As with small de-

nomination certificates, the attri-

tion partially reflected additional

transfers into higher yielding

MMC's.

The average weighted cost of

regular rate accounts dipped a basis

point to 5.23 percent , probably re-

flecting growth in lower- or non-

yielding transaction accounts in-

cluded in this category.

Term Structure of Accounts

With growth concentrated in

MMC and large CD accounts, the

term structure of accounts short-

ened measurably. Thus, at March

31 , 1979, some $144.7 billion , or 34

percent of all deposits, was sched-

uled to mature within one year .

This was up from 26 percent 6

months earlier and the highest frac-

tion since at least 1973.

The largest concentration of ma-

turities is in the third quarter, when

$62.2 billion ( 14.2 percent of total

deposits) is scheduled to mature,

followed by the second quarter of

this year when $54 billion ( 12.3

percent of all deposits) will close .

(See table 2. ) Of the $ 116.2 billion

of certificates maturing between

April and September, 63 percent

are MMC's.

Account Offering Rates

As market interest rates con-

tinued to climb during the period,

associations more actively bid for

available funds . As a result, the

proportion of associations offering

the regulatory ceiling rate was at

new highs for each account type in
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early April 1979.

per-
As shown in table 3, over 90

cent ofall associations were offering

the maximum permissible rate on

passbook accounts and certificates

with a maturity of at least 1 year.

Some 78 percent of all associations

were offering MMC's at the 9.496

percent ceiling , compared with 70

percent at the 8.627 percent ceiling

six months earlier. Three-month

certificates were being offered at

the maximum rate by one- half of

all associations, up from 45 percent

in early October 1978.

In the large CD sector, where

rates are unrestrained , some 19 per-

cent of all associations were bidding

for 1 - month money, 26 percent for

3 - month money, 32 percent for 6-

month, and 35 percent for 1 - year

funds. Offering rates generally were

10 percent or higher , with some fur-

ther concentration in the 9½- to

10- percent range for the 1 -month

maturity.

IRAand Keogh Accounts

IRA and Keogh account balances

(included in the type and rate cate-

Table 4.-IRA and Keogh Account Balances at FSLIC-Insured S&L's

IRAAccounts Keogh Accounts

Item September

1978

March

1979

September

1978

March

1979

Account balances outstanding :

Dollar amount (millions) . $3,783 $4,886 $1,741 $2,070

Percent oftotal deposits

Associations with no account balances outstanding:

Percent of all associations

Average deposits held (millions) .

0.92 1.12 0.42 0.47

16.6 15.0 47.6 47.1

$30.2 $31.2 $39.6 $40.9

Associations with account balances outstanding:

Percent of all associations 83.4 85.0 52.4 52.9

Average deposits held (millions ) . $116.0 $122.1 $158.2 $168.6

Percent of deposits in account . 0.97 1.17 0.51 0.57

Percentage distribution of associations by ratio of account deposits to

total deposits :

0.01-0.20% 7.9 6.4 37.6 33.5

0.21-0.40% 14.2 9.5 26.4 24.2

0.41-0.60% 16.4 12.3 13.8 12.9

0.61-0.80% 17.4 13.6 8.2 8.5

0.81-1.00% 14.2 13.9 4.8 5.5

1.01-1.20% 11.6 3.4

1.21-1.40% 8.5 2.3

1.41-1.60% 5.8 1.2

1.61-1.80%
29.9 4.1 9.2 1.1

1.81-2.00%

Over 2.00%

3.5 0.9

10.8 6.6

gories listed in table 1 ) continued to

expand during the period.

Balances in IRA accounts rose by

$1.1 billion during the 6 months

ending in March, or $0.5 billion

more than in the previous semian-

nual period, and $0.1 billion more

than in the year- ago period . IRA

balances totaled $4.9 billion (1.12

percent of all deposits) at March

31 , 1979. Of this amount, some 66

percent was in the form of certifi-

cates earning 8 percent, another 30

percent in lower-yielding certifi-

cates, and the remainder in other

accounts, presumably passbooks . In

early April, some 69 percent of all

associations were offering IRA cer-

tificate accounts at the 8- percent

ceiling rate.

Keogh account balances ex-

panded by $0.3 billion during the

most recent period, equal to the ad-

vance during each of the prior two

periods. At the end of March,

Keogh balances were $2.1 billion

(0.47 percent of total deposits) . Of

this amount, about 66 percent was

in the form of certificates earning 8

percent, another 29 percent in

lower- earning certificates, and the

remainder in other accounts . In

early April, approximately 45 per-

cent of all associations were offering

Keogh certificate accounts at the 8-

percent ceiling. Additional detail is

presented in table 4 .

Government Unit Accounts

At the end of March, some 32

percent of all associations held

non-MMC certificate balances

owned by governmental units total-

ing $0.3 billion . A larger, but

unknown, amount of funds was in

MMC's, since the maximum rate on

non-MMC certificate accounts , 8

percent, was below the regulatory

ceiling on MMC's during the entire

period. In early April, only 6 per-

cent of all associations were offering

6-month governmental unit ac-

counts at 8 percent.

Transaction Accounts

are
Transaction-type accounts

currently authorized in only a small

number ofStates- principally those

in New England and NewYork. Ac-

cordingly, only 111 associations

reported holding a total of $92

million of non- interest earning

NOW or demand deposit accounts,

while 116 associations held $246

million of interest- earning NOW

account balances at the end of

March.
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Housing and

Economi
c

Develop
ments

:

H

A Quarterly Review

ousing starts recovered to a

seasonally adjusted annual

rate of 1.84 million units in the sec-

ond quarter from the adverse

weather-affected 1.62 million units

in the first quarter. The second

quarter ended on an especially

strong note in June , with starts at a

preliminary estimate of 1.94 million

units. Nonetheless, in the second

quarter, they were, at best, only

moderately strong given the catch-

up element that one would have ex-

pected because of weather condi-

tions in the first part of the year.

Even with these catch-up condi-

tions , starts were significantly below

their level in 1978 , with almost all

of the decline centered in single-

family housing.

In my review last quarter, I noted

that "looking beyond the middle of

the year, cyclical prospects for

housing are becoming more pessi-

mistic." This appears even more the

case at this time because of a com-

bination of the worst of all possible

worlds. This includes the apparent

development of an economic reces-

sion combined with a continued

by Marshall A. Kaplan, Director

Special Studies Division

Office of Economic Research

high rate of inflation and a resump-

tion of the upward trend in interest

rates as of this writing. In addition,

savings flows at depository institu-

tions generally continue to be weak,

in part because of the lower maxi-

mum interest rate allowed on 6-

month money market certificates.

While the flow of funds improved

temporarily for savings and loan Single-family Housing Market

associations during the period,

when the 6-month bill rate dipped

below 9 percent and S&L's once

again obtained a rate differential

on money market certificates, the

prospects for association savings

flows turned more pessimistic when

the 6-month Treasury bill rate once

again rose above 9 percent .

clined to at least a quarterly aver-

age of 1.45 million units during the

fourth quarter. Prospects for a re-

covery in starts next year hinge very

crucially on the length and dura-

tion of the economic recession and

the timing and degree of any future

decline in interest rates.

During the first half of this year ,

housing starts have averaged a sea-

sonally adjusted annual rate of 1.73

million compared with 2.02 million

in 1978. It appears likely that they

will drop significantly again during

the second half of 1979 and are like-

ly to average 1.65 million units for

the year. Although fast- changing

and uncertain economic develop-

ments make forecasting difficult , it

would not be surprising if starts de-

New home sales were down to a

seasonally adjusted annual rate of

725,000 units in May from over

800,000 in late 1978 and the

817,000 in 1978 as a whole.

Sales during the first five months

of this year were still good , even

though off from the torrid pace of

1978. Regionally, the South has

been doing better over recent

months than last year , while sales in

other regions have been down.

Housing sales for June were still not

available at this writing . This is the

month when the gasoline shortage

should have had its most adverse

impact on housing purchases in ma-

jor urban areas.

Data on sales by builders, inci-

dentally, are only a partial in-

dicator of housing demand. About
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Private Housing Starts 1973-1979
In thousands of units; monthly at seasonally adjusted rates
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40 percent of single-family housing

starts are for custom- built homes or

homes which the owner either is

building or acting as contractor for.

It still is not widely recognized that

a large percentage of housing activ-

ity is outside major urban areas

where sales by builders are not

nearly as common as in urban

areas.

While we have no up- to-date sta-

tistics on demand for the single-

family market not covered by sales,

it is likely that this segment of the

market would have more problems

in obtaining financing currently,

especially construction financing.

Unlike the new housing market,

the resale market has shown more

strength recently, with the seasonal-

ly adjusted annual rate of existing

home sales in May at 3.86 million

and up for three successive months

despite high mortgage interest

rates. The rate of existing homes is

still below the peak rate of 4.35

million units of November 1978 ,

however. A weaker resale market

has a negative impact on new

homes sales since the bulk of new

home purchases in recent years has

been accounted for by sellers of ex-

isting homes who use their accumu-

lated equity to buynew houses.

A significant rise in the inventory

ofunsold homes occurred in Mayto

a 7.2-month supply. However, this

was in homes under construction ,

with a decline in completed unsold

dwellings. So far this year, the

overhang of unsold homes has been

averaging moderately above that of

last year. This reflects, primarily, a

weaker rate of sales, rather than a

rise in unsold homes.

Multifamily Housing Market

The high volume of multifamily

starts inJune reflected a strong level

of activity in the section 8 federally

subsidized housing assistance pro-

gram and apparently a strong con-

dominium market in some areas,

particularly Florida . Multifamily

starts were at their highest level, ex-

cept for April 1978, since the multi-

familyboom of the early 1970's, but

the volatile behavior of apartment

starts on a month-to-month basis

makes it unlikely that this signals an

upward trend in this segment of

housing .

The multifamily market contin-

ued tight nationally in the second.

quarter, with the rental vacancy

rate down to 5 percent , close to the

lowest reported nationally since the

statistics began to be compiled 20

years ago. Another indicator of

tightness in the apartment market is

the market absorption rate of rental

multifamily units for those com-

pleted in the fourth quarter of

1978. This rate, measured on the

basis of absorption within 3 months

ofcompletion, was 85 percent, even

greater than the high rate that has

persisted for some time now. The

sales rate within 3 months of com-

pletions of multifamily condomin-

ium and cooperative apartments

completed inthe fourth quarter was

77 percent, indicating continued

strength in this market where the

large overhang of unsold units from

the early 1970's has disappeared .

As repeatedly noted , the tight-

ness in the rental market has not

stimulated unsubsidized rental con-

struction in most market areas. The

basic reason is that average rent in-

creases nationally continue to lag

well behind construction and main-
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tenance costs and are running sub-

stantially below the increase in the

overall consumer price index . How-

ever, the tightness in condominium

markets may be having a more

stimulative impact on multifamily

construction because of the infla-

tion hedge motivation for condo-

minium purchases.

Housing Outlook

As I noted in my last quarterly

review , I continue to foresee a cycli-

cal decline in housing starts this

year, and this is likely to accelerate

sometime during the second half.

The economic and financial

framework within which the hous-

ing markets operate are so adverse

that they swamp the favorable

demographic factors and the stim-

ulus to housing demand arising

from inflation hedge psychology.

During the second quarter, the

drop in real Gross National Product

was quite substantial and it is likely

that this may continue to decline

perhaps through the end of this

year without, however, a really sig-

nificant decline in the rate of infla-

tion. Consumer spending is likely to

remain weak throughout the re-

mainder of 1979 because of a slump

in real disposable income as well as

an adverse turn in consumer psy-

chology. Any economic recession is

still unlikely to be nearly as serious

as that of 1974-75 unless interna-

tional financial developments and

inflation take a turn for the worse.

However, given a still high rate of

inflation and a probable significant

delay before interest rates begin to

decline, the impact on housing

credit markets and on the consumer

demand for housing is almost cer-

tain to be adverse.

We sometimes neglect the impor-

tance of time lags in our economy.

Thus, the much weaker savings

flows that developed since April

probably had not affected housing

starts adversely by the end of the

second quarter. It takes time for a

slowdown in savings flows and high-

er mortgage interest rates to influ-

ence forward loan commitments

adversely and for the latter, in turn ,

to hit housing.

Onthe basis of past experience, it

could take up to 6 months before

the adverse turn in mortgage credit

market conditions has its maximum

adverse impact on housing starts. In

addition , the adverse influence of

the economic recession that appears

to have begun was also delayed be-

cause of the inflation hedge psy-

chology behind housing demand.

However, it is likely that the

economic recession will contribute

to a more significant decline in

housing sales that will add to the

downward push in starts during the

second half of this year.

International factors continue to

remain an important determinant

of interest rates and, hence, hous-

ing activity. The renewed weakness

in the U.S. dollar in the interna-

tional markets at this writing has

been a major reason for the recent

uptrend in interest rates and the

Federal Reserve Board's increase in

the discount rate and Fed funds

target rate . The future of the dollar

will have to be watched carefully by

all those interested in gauging

trends in the housing markets .

Despite my generally pessimistic

housing outlook, I still foresee a

cyclical decline in starts that is not

really sharp when account is taken

of the extremely adverse economic

and financial framework in which

the housing market is operating.

The reasons why I am not even

more pessimistic, are : ( 1 ) invest-

ment psychology holding up the

single- family market to some degree

and muting the impact of high

mortgage interest rates ( although

not high in real terms) ; ( 2 ) a lack

of overbuilding before new housing

sales begin to fall off, so that any

likely overhang in unsold housing is

going to be significantly less than in

1974-1975 ; (3 ) some support to

the housing market by lenders who

have not been investing in single-

family mortgages in recent years,

such as life insurance companies

and many pension funds, either

through direct purchases or mort-

gages or through purchases of pass-

through or mortgage-backed secu-

rities.

While housing starts have re-

mained relatively strong in the

South, as noted, they have weak-

ened perceptibly in the North Cen-

tral and Western states. Housing

starts in the South rose to a level in

June that, except for December

1977, surpassed any month of the

housing recovery of 1977-78 and ,

with the 1 - month exception , was

the highest since the housing boom

ofthe early 1970's.

Much of this strength appears to

reflect a very strong housing market

in Florida , which has spread now to

condominium construction as well

as to single-family units. It is also

possible that the lagged impact of

usury law changes has held up hous-

ing starts in the South and may con-

tinue to do so for at least a short

while. However, this will not pre-

vent a further weakening of housing

starts sometime during the second

half ofthis year.

The unusual and conflicting

combination of economic and fi-

nancial developments in the econ-

omy makes it particularly difficult

to forecast housing for the first half

of 1980. If inflation remains high in

the face of an economic recession

during the remainder of this year

and interest rates fail to decline,

housing starts could weaken even

further early next year.

On the other hand, if interest

rates begin to decline toward the

end of 1979 , a substantial rebound

in starts could occur during 1980

because of the underlying strong

demand for homes resulting from

demographic and inflation hedge

factors .

It is unlikely, however, that a re-

bound in starts can be expected to

the levels of 1977-1978 until some-

time later in 1980 unless economic

events take a dramatic and unex-

pected change.
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News

Liberalization ofSection 8

Housing Investments Proposed

Federal Home Loan Bank Board Acting Chairman Anita

Miller, in cooperation with the Department of Housing and

Urban Development, this month announced proposed regu-

lations that would liberalize authority for federally insured

savings and loan associations to invest in HUD Section 8

Housing Assistance Payments. Joining in the announcement

was Assistant Secretary for Housing- Federal Housing Com-

missioner, Lawrence B. Simons.

"Today's action, " Mrs. Miller said , " is yet another step to

assure maximum S&L participation in programs that seek to

provide safe and affordable housing to all Americans. "

The Section 8 Housing Assistance Payments program was

created bythe Housing and Community Development Act of

1974. It changed the thrust of national housing policy by

making long-term Federal rent subsidies to low- income per-

sons the primary means of meeting their housing needs.

Under HUD's regulations, a rent subsidy is available to

public or private owners of new, existing, or rehabilitated

units occupied by eligible tenants . The subsidy covers the

difference between the rent for the unit and 15 to 25 percent

of the tenant's gross income. This difference is then paid

through a HUD Housing Assistance Payment contract which

can be made for up to 30 years .

The Bank Board's proposed regulations would authorize

federally insured savings institutions to increase their loan-

to- value ratio on Section 8 housing from 80 to 90 percent

and would specifically cover rehabilitation loans in addition

to loans for existing , new, remodeled , or renovated low-

incomehousing.

"Nearly 50 S& L's are already actively involved in funding

the construction or permanent financing of Section 8 devel-

opments for low- and moderate-income persons , " Mrs.

Miller said. "From their experience, it became apparent

that a review of the Bank Board's regulations and proce-

dures was necessary in order to remove regulatory impedi-

ments and allow for wider industry participation in this im-

portant HUD program .

"As a result of this need , a special task force under my

direction was established to develop recommendations that

could significantly expand S&L financing as well as ensure

that the safety and soundness of associations are main-

tained," Mrs. Miller continued . "The task force, which was

comprised of Bank Board staff, worked closely with repre-

sentatives from the S&L industry and HUD Assistant Secre-

tary Lawrence Simons and his staff to identify and clarify

many of the issues facing associations participating in Sec-

tion 8 housing.

"The substantial input and cooperation received from

participating institutions, " Mrs. Miller concluded, "was in-

valuable to the task force's work. Not only have these institu-

tions demonstrated their commitment to meeting their re-

spective communities' total housing needs, but in the process

have proved the viability of the Section 8 program as a safe,

sound , and profitable investment . "

Commenting on the Bank Board's proposal , Mr. Simons

said, "the proposed changes will accomplish the original

goal ... to support government housing programs with con-

ventional financing. Such public/private partnerships are

central to the Administration's urban policy, which concen-

trates on leveraging with the private sector to maximize the

impact ofFederal resources. I commend the Bank Board for

its continued commitment to the housing needs of low- and

moderate- income families. "

Acting Chairman Anita Miller intro-

duces HUD officials at Bank Board

meeting on Section 8 liberalization . At

right is Lawrence B. Simons, HUD As-

sistant Secretary for the Housing -Fed-

eral Housing Commissioner . Left is

Walter G. Farr, Jr. , HUD Deputy As-

sistant Secretary for Community Plan-

ning and Development. At far left is

Alvin Hirshen, Director ofthe Office of

CommunityInvestmentfor the FHLBB.

FHLBB JOURNAL/AUGUST 1979 31



Bank Board Acts to Increase

S&L's Investment Authority

Federal Home Loan Bank Board Acting Chairman Anita

Miller this month announced Bank Board approval of pre-

viously proposed regulations that will significantly increase

the investment authority of member savings and loan asso-

ciations.

The new regulations , which become effective 30 days after

being published in the Federal Register, were authorized by

Congress at the Bank Board's request under Title XVII of

the Financial Institutions Regulatory and Interest Rate Con-

trol Act of 1978.

"These new regulations, " Mrs. Miller said, " are one more

example of the Bank Board's program to increase the in-

volvement of the private sector in improving our Nation's

housing stock and preserving its existing neighborhoods and

communities. Today's action broadens key lending powers

and provides our member savings and loans with the author-

ity to participate more effectively with localities seeking to

use dollars to leverage the funds of private lenders.

Major features of the final regulations are as follows :

Loans for Individual Co-op Housing Units

Co-op unit loans would be treated as single-family dwell-

ing loans, including a maximum 95 percent loan - to-value

ratio if other qualifications are met . Previously, savings and

loans lacked authority to make loans secured by shares in a

co-op development .

Cooperative housing project ("blanket" ) loans, which are

currently treated as a group of single-family dwelling loans

with regard to loan- to-value ratios and other loan terms ,

would be removed from the multifamily dwelling regulation

and redesignated , along with co - op unit loans, as a separate

"co-op loan" section ;

Primary residence and multifamily dwelling restrictions

on co- op owners would be eliminated to equalize treatment

with other home loans.

Investment in Areas Receiving Concentrated

Development Assistance

Federal associations may invest in areas receiving concen-

trated development assistance under the Housing and Com-

munity Development Act of 1974. Under this authority,

Federal associations will be able to invest up to 5 percent of

assets in real estate or liens thereon (2 percent of assets may

be used for direct investment) in such areas. Previous statu-

tory authority allowed similar investment in locales desig-

nated as urban renewal areas.

Loans forAlteration, Improvement, and Repair

Federal associations may invest in alteration , home im-

provement, and repair loans . The regulation removes the

$15,000 ceiling on loans for residential property alteration,

improvement, or repair and extends the maximum loan

term for 15 to 20 years.

Insured Investment in State Housing Corporations

Federal associations are allowed to invest up to 30 percent

oftheir assets in obligations of or loans to State housing cor-

porations, where the obligations or loans were backed by

Federal insurance under the National Housing Act . Subject

to that limitation, a Federal association could use this

authority to invest up to 10 percent of its assets in out- of-

state housing corporations. Investment in State housing cor-

poration obligations not involving Federal insurance would

be governed by the regulations concerning investment in

State and local government obligations generally. Conform-

ing amendments also would extend this expanded authority,

where otherwise permitted under State law, to State institu-

tions . Furthermore, under the conforming amendments,

State savings and loans institutions , if authorized by State

law, would also be able to make State housing corporation

investments not backed by insurance on basically the terms

available to Federal associations .

Under the prior statutory authority, a Federal association

having general reserves , surplus, and undivided profits ag-

gregating more than 5 percent of its withdrawable accounts

could invest an amount to exceed 5 percent of its net worth

in State housing corporations, regardless of the existence of

insurance .

Investment in State, Local Government Obligations

Federal associations are granted expanded authority to

invest in State or local government obligations. An associa-

tion having general reserves, surplus, and undivided profits

in excess of 5 percent of its withdrawable accounts will be

allowed to invest in obligations of or issued by its home State

or local political subdivisions (including any agency, cor-

poration or instrumentality) , provided that the proceeds of

the obligations were used for the rehabilitation , financing,

or construction of residential real estate.

In accordance with the statutory mandate given the Bank

Board to restrict these investments to such items as the Bank

Board regards as prudent investment, the obligations, if

rated, would have to fall within one of the four highest

grades as shown by the most recently published rating made

of them by a nationally recognized investment rating serv

ice . Unrated obligations would have to be approved by the

Bank Board to be investment- eligible . Also , the aggregate

investment in obligations under the regulation could not ex-

ceed the amount of the association's general reserves, sur-

plus and undivided profits. Not more than 25 percent of

that sum could be invested in any one issuer's obligations.

Details of the final regulations were published in the Fed-

eral Register during the week of August 6 , 1979 .
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Board Member Andrew A. DiPrete

Sworn in at Ceremony in Capitol

A ceremonial swearing-in was held for new Republican

Bank Board Member Andrew A. DiPrete , Providence law-

yer and former director of the Rhode Island Department of

Business Regulation , at the Capitol in Washington July 23 .

U. S. SenatorJohn H. Chaffee (R.-R.I. ) administered the

oath of office . Others attending the ceremony included Sen-

ator Claiborne Pell (D.-R.I. ) ; Rep . Fernand J. St Germaine

(D.-R.I. ) , chairman of the Financial Institutions Supervi-

sion , Regulation and Insurance Subcommittee of the House

Banking, Finance and Urban Affairs Committee ; Mr.

DiPrete's wife , Carol ; a stepdaughter, Karen Egermeier ;

sons Andrew A. DiPrete , Jr. , and David M. DiPrete ; and his

mother, Mrs. Frank DiPrete .

Mr. DiPrete was nominated by President Carter on June 1

to serve a Bank Board term ending June 30 and was renomi-

nated to serve a full , 4 -year term expiring June 30 , 1983. He

was confirmed by the Senate on June 27 and was formally

sworn in in his Providence law offices on June 29.

Community Investment Conference

Postponed to January 7-9 in D. C.

Reaching Out- a Community Investment Conference

which was scheduled to be held in Washington, October

3-5 has been rescheduled for January 7-9, 1980 .

Initial response to the conference announcement indicat-

ed that a greater number of participants than had been

originally expected were interested in attending the sessions.

The conference will be sponsored by the Federal Home Loan

Bank System .

The conference is now to be held in the Sheraton Wash-

ington Hotel in Washington . Further details will be an-

nounced by conference organizers shortly.

Interest Payment Amendments Approved

Federal Home Loan Bank Board Acting Chairman Anita

Miller this month announced Bank Board approval of five

amendments to the regulations governing payment of inter-

est which became effective immediately. The amendments

are in conjunction with similar actions taken recently by the

Federal Reserve Board and the Federal Deposit Insurance

Corporation.

The regulatory changes include :

1. An amendment modifying Bank Board policies, that

will permit member institutions to issue repurchase type

agreements (RP's) of less than $ 100,000 . They must have

maturities of less than 90 days and cannot be renewed or ex-

tended by either the institution or the entity purchasing the

RP. These RP's are not insured by the FSLIC and are not

subject to interest rate ceilings.

Uniformity among federally regulated financial institu-

tions in regard to this amendment is expected to broaden the

outside borrowing opportunities of thrift institutions while

recognizing the usefulness of RP's to small businesses and

governmental units as a vehicle for short- term investment of

idle funds .

2. An amendment which makes mandatory the waiver of

penalties for early withdrawal from an account in the event

of a depositor's death. The waiver will apply to all time

deposit accounts , regardless of original issue date .

3. An amendment which makes mandatory the waiver of

penalties for early withdrawal when a depositor has been

adjudicated or declared mentally incompetent.

4. An amendment authorizing member institutions, with

the consent of the depositor, to apply the new early with-

drawal penalty that became effective July 1 , 1979, to all cer-

tificate accounts. The minimum penalty is 3 months loss of

interest if the deposit matures in one year or less and 6

months loss of interest if the deposit matures in more than

one year.

5. An amendment prohibiting additions to existing vari-

able ceiling accounts . Although the changes adopted by the

FRB and FDIC specify that funds added to an existing cer-

tificate account are subject to the ceiling rate of interest in

effect at the time the additional deposit is made, a similar

effect is anticipated .

The National Credit Union Administration is expected to

consider a similar matter.

FHLBB JOURNAL/AUGUST 1979 33



Management Interlock Regulations

Announced by Financial Regulators

The government agencies that supervise federally insured

depository institutions last month announced joint regula-

tions to carry out the provisions of the new Depository Insti-

tution Management Interlocks Act .

The general purpose of the Interlocks Act, and the regu-

lations adopted by the Federal agencies to implement it , is

to foster competition among depository institutions (banks ,

savings and loan associations , mutual savings banks , and

credit unions) and depository holding companies (bank

holding companies and savings and loan holding compa-

nies) and their affiliates. To this end, the act, which became

effective March 10, 1979, prohibits certain interlocking

relationships of management officials among nonaffiliated

depository organizations.

The agencies also asked for public comment on four pro-

posals for amendments to the final regulations they

adopted. These concern which existing management inter-

locks should be "grandfathered ; " provisions for termination

of interlocks that become prohibited by changes in circum-

stances ; criteria for determining whether an individual serv-

ing as a management official is a representative or nominee

of a principal shareholder ; and whether the term " person"

should include corporations and other businesses as well as

natural persons.

The final regulations are effective immediately. However,

the agencies will receive written views or arguments concern-

ing them as well as comment on proposed amendments

through September 17 , 1979 .

The full texts of the final regulations and proposals may

be obtained from the Office ofthe General Counsel , Federal

Home Loan Bank Board , 1700 G St. , N. W. , Washington,

D.C. 20552.

3 Promoted at Atlanta Bank

Three officials of the Federal Home Loan Bank of Atlan-

ta have received promotions, Bank President Carl O. Kamp,

Jr., announced last month. Elected to new positions by the

Bank's board of directors were : Robert E. Showfety to Ex-

ecutive Vice President - Bank Operations : Thurman C.

Connell to Senior Vice President ; and Carolyn R. Steele to

Vice President-Secretary.

Mr. Showfety moves up from the position of Senior Vice

President that he has held since 1973. He joined the Atlanta

Bank in 1956 after graduating from the University of North

Carolina at Chapel Hill . He was elected Assistant Vice Presi-

dent in 1963 , Treasurer in 1968 , and Vice President- Treas-

urerin 1972.

Mr. Connell, who joined the Bank in 1964 , has been pro-

moted from the position of Vice President that he has held

since 1974. Late last year, he assumed senior management

responsibility for the Bank's Supervisory Division and, in his

new position, he will also direct the activities of the Bank's

Applications Division. Connell is a graduate of Emory Uni-

versity, Atlanta , and did post -graduate work at the Univer-

sity ofFlorida , Gainesville .

Mr. Showfety Mr.Connell Mrs. Steele

In addition to her duties as Corporate Secretary, Mrs.

Steele assumes responsibility for the Bank's member and

public relations activities. She has been with the Bank for 26

years, and, when elected Assistant Secretary in 1973 , she was

the first woman to hold an official position at the Atlanta

Bank. She was promoted to Corporate Secretary in 1976.

Mrs. Steele attended the University of North Carolina in her

hometown ofGreensboro.
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Regulations, Rulings,

and Opinions

AMENDMENTS ADOPTED

Mobile Home Lending

The Federal Home Loan Bank Board last month adopted

a number of final amendments to existing Federal mobile

home lending regulations that will significantly enhance the

opportunities for homeownership among low- and moder-

ate-income homebuyers.

"By today's action , " Acting Bank Board Chairman Anita

Miller said , "we're recognizing that mobile homes have be-

come not only a viable and attractive alternative to home-

buyers , but , more importantly, in many instances, represent

the only hope for those who desire to purchase their own

home. The significant improvements in the qualities of de-

sign, construction , and durability of these homes in recent

years have dramatized the need for liberalizing our regula-

tions .

"These amendments , " Mrs. Miller explained , "will cut by

one-third the downpayment requirements for new purchases

and markedly reduce monthly mortgage payments through

extended terms of maturity . Furthermore , the lending au-

thority for mobile homes will be doubled for thrift institu-

tions and, through lowered marketing requirements , also

will enable them to more actively participate in the pur-

chase and sale of participation interests . "

Acting Chairman Miller outlined these major features of

the newmobile home regulations :

Federal associations can make loans up to 90 percent of

the total cost of new and used mobile homes, including

freight , itemized set -up charges , sales and other taxes, and

fees imposed by law. The inclusion of these costs in the orig-

inal financing agreement will , in effect , reduce the mini-

mum downpayment from approximately 15 to 10 percent

ofthe total cost.

Maximum terms of maturity will be extended to 20 years,

consequently lowering monthly mortgage payments . Present

regulations set maximum maturity terms of 12 years for

new mobile homes with an area of under 900 square feet and

15 years for larger mobile homes . The 20 -year limit will

also apply to used mobile home purchases which are pres-

ently subject to a complex table ofmaximum maturities.

Thrift institutions will be able to extend their mobile

home mortgage financing from 10 percent to 20 percent of

their total assets and to more actively participate in the pur-

chase and sale of participation interests -mobile home

chattel paper. The retention requirements for the seller of

chattel paper would be reduced from 50 to 25 percent,

thereby, in conjunction with the increased lending author-

ity, considerably expanding the potential flow of funds to

areas where mobile homes are most popular.

The new mobile home regulations became effective as of

the Board's date of approval , July 26 , 1979 .

Regulation : 12 CFR Part 545.7-6 , 7-7 , 7-8 . FHLBB

Resolution No. 79-402 . Published in the Federal Register

8/1/79.

Cease and Desist Action

The Federal Home Loan Bank Board has issued a cease

and desist order which prohibits a State- chartered mutual

savings and loan association from violating various disclo-

sure requirements of Regulation Z , issued by the Board of

Governors of the Federal Reserve System pursuant to the

Truth-in- Lending Act and the Consumer Credit Protection

Act.

The order also requires the institution to take affirmative

action to correct the conditions resulting from those viola-

tions by reviewing all loans consummated since October 28 ,

1974 , to which Truth-in- Lending statements were required,

but not provided , and to reimburse affected borrowers to

the extent that they were or would be charged total finance

charges in excess of their contract rate of interest.

Such reimbursements are to be determined in accordance

with the Joint Statement of Truth- in - Lending Enforcement

Policy, 44 Fed. Reg. 1222 ( 1979 ) , and Bank Board T-

Memorandum 45-19.

Res. 79–379 : Notice of Charges . Order to Cease and Desist.

Stipulation and Comment to Entry of Order to Cease and

Desist . Board Meeting 7-12-79.

PROPOSED AMENDMENTS

Waiver ofPenalties for Liquidity Deficiencies

The Bank Board proposes to amend its rule for calcula-

tion of liquidity deficiency penalties to moderate the adverse

impact of net savings withdrawals on member institutions.

The current rule waives liquidity penalties related to net

withdrawals that occur only during a relatively limited

number of days during a calendar quarter. The proposed

rule would waive the liquidity penalties related to all net

withdrawals occurring during a given month. Comments

must be received by September 17 , 1979 .

Regulation : 12 CFR Part 523. FHLBB Resolution No.

79-380 . Published in the Federal Register 7/18/79 .
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Eurodollar Collateralized CD's

The Federal Home Loan Bank Board last month pro-

posed to amend its regulations to permit federally chartered

and FSLIC-insured institutions to issue Eurodollar collater-

alized certificates of deposit to foreign investors .

"Today's action , if finalized , " Acting Bank Board Chair-

man Anita Miller said , "would lead to an opening of the

Eurodollar market to the savings and loan industry at times

when additional sources of financing are needed to support

housing. The certificates would be marketed at current

long-term European financing rates . They would assist

associations to reduce their cost of funds when Eurodollar

market rates are favorable .

"The proposal has the potential positive effect of provid

ing savings and loan associations with an alternative , cost-

competitive source of financing during a period of high

interest rates and tight money.

"The proposed amendments, " Mrs. Miller concluded ,

"represent a continuing commitment on the part of the

Bank Board to developing new markets to assist the S &L

industry in meeting its capital needs on a more competitive

footing with other financial institutions ."

The proposed amendments would :

Permit the sale of collateralized deposits of at least

$100,000 to foreign investors ;

Allow the utilization offoreign trusts which would market

minimum participations of $10,000 in the underlying CCD's

to foreign investors ; and

Restrict the total amount of collateral which issuing asso-

ciations could pledge in connection with all deposits and

borrowings to 20 percent of assets .

Public comments on the proposal will be received for a

60 -day period.

Regulation : 12 CFR Part 545. FHLBB Resolution No.

79-401 . Published in the Federal Register 8/3/79.

Resolution

Executive Order 12044

The Federal Home Loan Bank Board is issuing a resolu-

tion responding to Executive Order 12044 ("Improving

Government Regulations") . In doing so, the Bank Board

believes it can : continue to improve the quality of its regula-

tions and achieve statutory goals effectively and promptly;

remove restrictions and reporting requirements in a manner

beneficial to federally-insured institutions without under-

mining their safety and soundness ; and enhance public

understanding of and public participation in the regulatory

process by promulgating regulations that are as simple and

clear as possible, using procedures that invite early public

participation in the development of new regulations . This

Regulation is effective immediately.

Resolution No. 79-364 : Published in the Federal Register

6/27/79.
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Statistical Series

Contents

General Financial Data

Table S.1.1 .-Security Yields and Rates

(Percent )

Series No.

S.1 . -General Financial Data

S.2 . Federal Home Loan Mortgage Corporation

S.3 . Federal Home Loan Banks

S.4. Savings and Loan Associations

S.5. Mortgage Markets

S.6. - Housing Markets

Page

37

39

40

46

5
5
8

52

56

Short -term Intermediate- and long -term

U.S. Government obligations ' Bonds and notes ' Mortgages
Period

U.S. Government 2

3-month 6-month 1-year

Aaa 'State

and local

Conventional $

bills bills bills
5-year 20-year

govern-

Aaa '

corporate

FHA-

insured ' New

ment homes

Existing

homes

1975 . 5.77 6.01 6.75 7.77 8.19 6.42 8.83 9.20 9.01 9.21

1976 . 4.97 5.25 5.87 7.18 7.86 5.66 8.43 8.82 8.99 9.11

1977. 5.27 5.53 5.71 6.99 7.67 5.20 8.02 8.68 9.01 9.02

1978. 7.19 7.58 7.74 8.32 8.48 5.52 8.73 9.70 9.54 9.58

1978

June . 6.73 7.23 7.53 8.36 8.53 5.73 8.72 (6) 9.46 9.48

July. 7.01 7.44 7.79 8.54 8.69 5.80 8.88 9.92 9.57 9.63

Aug. 7.25 7.46 7.79 8.33 8.45 5.60 8.69 9.78 9.70 9.77

Sept 7.85 7.99 8.01 8.43 8.47 5.50 8.56 9.78 9.73 9.84

Oct 7.99 8.55 8.45 8.61 8.69 5.53 9.89 9.93 9.83 9.90

Nov. 8.64 9.24 9.20 8.84 8.75 5.55 9.03 9.99 9.87 9.97

Dec. 9.08 9.36 9.44 9.08 8.90 5.91 9.16 10.16 10.02 10.08

1979

Jan 9.35 9.47 9.54 9.20 8.98 5.95 9.25 10.17 10.18 10.33

Feb. 9.32 9.41 9.39 9.13 9.03 5.66 9.26 10.17 10.20 10.39

Mar. 9.48 9.47 9.38 9.20 9.08 5.82 9.37 10.19 10.30 10.47

Apr 9.46 9.49 9.28 9.25 9.12 5.80 9.38 (*) 10.36 10.54

May. 9.61 9.54 9.27 9.24 9.21 5.81 9.50 10.61 10.47 10.60

June . 9.06 9.06 8.81 8.85 8.91 5.54 9.29 10.49 10.66 10.71

' Monthly data are averages of daily secondary market quotations , except for

State and local government bonds, which are based on Thursday quotations only.

Except for bills , the quotations are for a limited number of suitable issues of the in-

dicated type , including only general obligations for State and local government

bonds. For bills, averages are based on market yields quoted on a bank-discount
basis.

2Yields on most actively traded issued adjusted to constant maturities by U.S.

Treasury.

Aaa isthe highest quality rating given by Moody's Investors Service.

*Monthly data are based on opinion reports of FHA field offices on prevailing con-

ditions in their localities as of the first of the succeeding month . Yields are derived

from secondary market prices for sec. 203, 30- year mortgages with minimum

downpayment and an assumed prepayment at the end of 15 years . Gaps in monthly

data are because of periods of adjustment to changes in maximum permissible con-

tract interest rate . Data represent gross yield to the investor -i.e ., the yield to the

purchaser before deduction of serving costs.

" Average effective interest rates ; data prior to 1973 not completely comparable

with later periods due to revision in series effective January 1973.
" Not available .

Note: Annual data are averages of monthly data . Figures for U.S. Government

obligations are from the Board of Governors of the Federal Reserve System , for cor-
porate and State and local government bonds from Moody's Investors Service, for

FHA mortgages from the Federal Housing Administration , and for conventional
mortgages from the Federal Home Loan Bank Board.
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M , M2

Period
(M , plus time

(Currency

plus

demand

deposits at

Table S.1.2.-Measures of Money Stock and Time and Savings Accounts

Measures ofthe money stock

(Seasonally adjusted data ;

in billions of dollars)

commercial

M 3

(M , plus

deposits at

nonbank

Time and savings accounts

(in millions of dollars )

Type of institution

banks other thrift

deposits) ' than large institu-

time CD's ) ' tions) '

Savings

Total and loan

associa-

tions '

Credit

unions "

Mutual

Savings

Com-

mercial

banks banks

December

1975 295.2 664.7 1,092.5 875,204 286,043 33,048 109,873 446,240

1976 313.8 740.6 1,235.6 986,372 333,912 38,968 122,802 488,690

1977 338.7 809.4 1,374.3 1,118,354 386,875 46,832 134,017 550,630

1978

June. 352.5 842.6 1,433.1 1,189,953 408,586 51,658 138,709 591,000

July 354.5 848.7 1,444.6 1,194,505 411,660 51,217 139,128 592,500

Aug 357.0 856.9 1,458.4 1,204,036 413,972 51,456 139,308 599,300

Sept. 361.1 866.2 1,474.7 1,215,967 420,405 52,394 139,068 604,100

Oct. 361.6 870.9 1,485.6 1,223,473 423,050 52,240 139,683 608,500

Nov 361.0 874.3 1,493.9 1,236,683 425,207 52,418 139,958 619,100

Dec 361.5 876.3 1,500.9 1,249,140 431,009 53,048 141,383 623,700

1979

Jan. 359.7 875.0 1,503.7 1,259,647 435,752 51,916 142,879 629,100

Feb 358.6 876.7 1,509.7 1,267,156 438,633 52,484 143,539 632,500

Mar 359.0 879.5 1,517.5 1,282,074 446,981 54,243 145,650 635,200

Apr. 364.3 889.8 1,530.9 1,278,272 445,831 53,745 145,096 633,600

May 364.5 893.8 1,537.0 1,282,966 447,872 54,638 145,056 635,400

June. 368.9 904.3 1,552.0 1,293,022 454,718 55,948 145,956 636,400

'Average of daily figures for ( 1 ) demand deposits at all commercial banks other

than those due to domestic commercial banks and the U.S. Government , less cash

items in process of collection and F.R. float ; ( 2 ) foreign demand balances at F.R.

Banks; and (3) currency outside the Treasury , F.R. Banks, and vaults of all com-
mercial banks . Federal Reseree data .

' Includes, in addition to currency and demand deposits , an average of daily

figures for savings deposits , time deposits open account , and time certificates of

deposits other than negotiable time certificates of deposit issued in denominations

of $100,000 or more by large weekly reporting commercial banks. Federal Reserve
data.

' Includes M2. plus the average of the beginning and end of month deposits of

mutual savings banks, savings and loan associations, and credit unions . Federal
Reserve data .

' FHLBB estimates for all operating associations described in the notes to table
S.4.1.

' National Credit Union Administration estimates for all credit unions based on

reports submitted by a sample of credit unions holding more than one - fifth of total

assets. Data are revised annually to reflect benchmark data.

National Association of Mutual Savings Banks data for all mutual savings banks.

Figures include a small amount of demand deposits.
Federal Reserve estimates for the last Wednesday of the month of all commercial

bank holdings of time and savings deposits except ( 1 ) interbank, ( 2 ) U.S.

Treasurer's open account , and commercial banks.
Not available.

• Revised

interest

credited

Table S.1.3 .-Selected Types of Savings

(In millions of dollars)

Month

Net increase in deposits at
FSLIC-insured savings and

loan associations '

Excluding

Net increase in regular

deposits at mutual

savings banks 2

Including
interest

Excluding

credited

interest

credited

Including
interest

credited

Net increase

in shares at

credit unions
3

Net increase in

time and savings

deposits other

than large CD's

at commercial

banks

Net

purchase

of U.S.

savings
bonds

1978

June . 1,744 6,545 -90 1,393 1,090 7,955

July. 2,812 3,019 38 303 -441 1,573

Aug. 2,069 2,274 -75 335 239 4,979

Sept 1,606 6,349 -41 1,396 938 3,071

Oct 2,434 2,755 48 615 -154 3,128

Nov. 1,897 2,116 -59 334 178 5,201

Dec. 710 5,811 -405 1,750 630 2,461

ུ
་
ུ

8
9
8
8

136

99

95

73

86

57

1979

Jan. 4,377 4,661 -118 218 -1,132 86 -253

Feb. 2,580 2,834 342 682 568 9,587 -71

Mar 3,146 8,210 463 1,971 1,759 5,157 -128

Apr - 1,490 -1,130 -1,192 -818 -498 4,124 -79

May.

June .

1,627

1,455

2,007 -341 61

6,731 -600 900

893

1.310

5,752 -86

2,708 -84

' FHLBBdata as described in notes to table S.4.2.

" National Association of Mutual Savings Banks data for all mutual savings banks.

Excluded are a small amount of school , club, and other special deposits included in

figures shown in table S.1.2.

National Credit Union Administration estimates as described in note to table
S.1.2

* Based on Federal Reserve data for last Wednesday of month for time and sav.

ings accounts as described in note to table S.1.2 . minus negotiable time certificates

of deposit issued in denominations of $ 100,000 or more by large weekly reporting
commercial banks . Includes interest credited to accounts .

' Sales of Series E and H bonds minus redemptions at sale price ( i.e. , exclusive of

accrued discount ) as reported by U.S. Treasury Department .

Preliminary

'Not available.
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Federal Home Loan Mortgage Corporation

Table S.2.1 . -Federal Home Loan Mortgage Corporation : Operational Data

(In millions ofdollars)

Mortgage

Holdings

(end of period)

Transactions

(during period )

Commitments FHA/VA

and conventional

Period

Purchases Sales
Made Outstanding

Total FHA/VA¹ Conventional 2
Conventional 2 (during (end of

FHA/VA Conventional 2 FHA/VA period) period)

PC's* GMC's**

1970³ 325 325 325 518 193

1971 . 968 821 147 564 214

1972 1,788 1,502 286 833 464

:
4
8 48 65 801 182

90 317 1,606 198

1973 2,604 1,800 804 335 999 409 1,629 186

1974 4,586 1,961 2,625 261 1,929 53 4,553 2,390

1975 4,987 1,881 3,106 119 1,594 70 951 500 982 111

1976 4,269 1,675 2,594 20 1,107 35 1,362 400 1,478 333

1977 3,267 1,450 1,817 20 4,104 7 4,033 600 5,501 1,063

1978

January . 3,134 1,437 1,697 2 398 503 337 961

February 3,001 1,436 1,565 13 350 470 451 1,021

March 3,202 1,443 1,759 21 323 127 593 1,234

April 3,061 1,428 1,633 4 352 465 512 1,347

May 2,863 1,411 1,452 479 651 811 1,640

June 2,246 1,393 853 500 793 762 1,870

July 2,019 1,376 643 520 725 738 2,055

August. 2,441 1,359 1,082 742 299 838 2,142

September 2,496 1,343 1,153 670 402 760 2,130

October . 2,902 1,329 1,573 791 370 547 1,716

November 3,060 1,313 1,747 765 581 706 1,617

December 3,091 1,299 1,792 596 340 700 455 1,410

1979

January.. 3,253 1,287 1,966 498 321 374 1,248

February 3,143 1,277 1,866 400 291 200 357 1,177

March

April

May

3,358 1,267 2,091 350 116 547 1,342

3,332 1,254 2,078 358 363 540 1,487

3,299 1,242 2,057 560 572 652 1,541

June 3,340 1,227 2,113 447 182 200 528 1,590

¹ Include loans used to back bond issues guaranteed by GNMA.

'Include participations as well as whole loans.

' Data for 1970 include only the period beginning November 26 when the FHLMC

first became operational .

*Participation certificates

** Guaranteed mortgage certificates

Table S.2.2 .-Federal Home Loan Mortgage Corporation : Weekly Market Survey

(In percent , data for the week ending August 3, 1979)

Item

Single-family conventionals :

FHLMC Regional Office

U.S.

average
Northeast Atlanta Chicago Dallas Los Angeles

80- percent loans :

Average quoted rate .

Fees or points charged

95- percent loans:

Average quoted rate .

Fees or points charged

Multifamily conventionals ,

average quoted rate .

11.075

1.6

11.350

2.0

10.875

1.0

11.250

1.5

11.000

2.0

11.250

2.5

11.000

2.0

11.000

1.5

11.500

1.5

11.250

2.5

11.250

1.5

11.750

2.0

11.250 12.0011.450 11.500

Note: FHLMC market data are obtained weekly through its " sample of 125."
Each FHLMC Area Office contacts 25 of its seller/servicers for this information . No

attempt is made to determine statistical accuracy . Rather, we seek quick informa-

tion to determine tone of the market . This survey is used for informational purposes

11.000 11.50

and is not intended for any other use . Any other purposes for which it may be used

are entirely at the discretion ofthe user.

Note : Dallas has stopped reporting the FHA/VA quote.
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Federal Home Loan Banks

Table S.3.1.-Federal Home Loan Banks : Combined Statement ofCondition

(In millions of dollars)

Assets

End of period

Cash
Invest-

ments

Ad-

vances
Other

Total

assets ; total

liabilities

and capital

Liabilities

accounts '

Deposits

and

borrowings

Consoli-

Capital accounts

Retained
Capital

dated obli- Other earn-
stock

gations ' ings

1974. 144 3,097 21,804 453 25.498 2,484 19,445 406 2,624 539

1975 . 108 4,376 17,845 383 22,712 2,700 16,383 334 2,705 590

1976 . 164 6,079 15,862 376 22,481 4,024 14,620 313 2,889 635

1977 . 134 3,749 20,173 510 24,566 4,286 16,009 296 3,295 680

1978 . 201 3,414 32,670 482 36,767 6,243 25,109 459 4,120 836

1978

June 188 4,121 25,274 471 30,054 5,099 19,953 331 3,818 853

July. 187 4,383 26,605 469 31,644 5,378 21,060 463 3,855 888

Aug 169 3,944 27,869 466 32,448 5,366 22,002 267 3.889 924

Sept 127 3,808 29,158 521 33,614 5,684 22,652 392 3,925 961

Oct 106 3,425 30,104 485 34,120 5,633 23,004 524 3,959 1,000

Nov. 124 3,672 30,975 502 35,273 5,611 24.341 272 4,008 1,041

Dec. 201 3,414 32,670 482 36,767 6,243 25,109 459 4,120 836

1979

Jan 153 4,134 32,489 490 37,266 6,306 25,166 549 4,366 879

Feb 136 5,631 31,738 450 37,955 6,676 25,642 314 4,407 916

Mar 146 5,583 31,881 478 38,088 6,711 25,479 472 4,470 956

Apr

May.

258 4,292 33,149 479 38,178 6,717 25,343 610 4,511 997

186 4,492 33,802 453 38,933 7,311 25,705 320 4,555 1,042

June 213 4,271 35,071 476 40,031 7,994 25,882 474 4,597 1,084

NOTE: FHLBB data.' Represents Banks ' participation exclusive of pass-throughs to the Federal Home Loan Mortgage Corporation .

2 Figures mayvary from other published data on the Banks due to rounding and other reclassification of accounts .

Table S.3.2.-Federal Home Loan Banks : Selected Operating Factors

Average cost consoli.

dated obligations- bonds

Average rate on
FHLB advances '

Average cost consoli-

dated obligations- bonds

Average rate on
FHLB advances "

Month

Number

of

borrowers

Out-

standing '
Issued '

(end of

month)

(during

Out-

standing 2

(end of

month)
month )

(end of

Made 2

(during
Month

month)

Number

of

borrowers

(end of

Out-

standing 2
Issued '

(end of
(during

Out-

standing 2

month) month) month)
month)

(end of

Made '

(during

month)
month)

Percent per annum Percent per annum

December Oct. 3,110 7.96 (4) 8.20 8.70

1974 . 2,607 8.17 7.54 8.33 8.40 Nov 3,142 8.03 9.42 8.38 9.90

1975 2,542 8.31 ( )̂ 7.81 7.30 Dec 3,139 8.08 9.61 8.56 10.20

1976 2,549 8.09 (̂ ) 7.63 6.60

1977 2,820 7.88 7.64 7.50
1979

1978 3,139 8.08 9.61 8.56 10.20
Jan 3,097 8.08 (̂ ) 8.61 10.30

1978 Feb 3,043 8.15 9.45 8.59 10.10

June 2,961 7.91 (*) 7.91 8.04 Mar 2,995 8.15 ( )̂ 8.62 10.00

July 2,989 7.93 8.68 7.99 8.60 Apr 2,996 8.14 ( )̂ 8.69 10.10

Aug 3,040 7.93 8.47 8.04 8.60 May 2,988 8.31 9.71 8.77 10.30

Sept. 3,080 7.96 (*) 8.10 8.70 June 3,003 8.31 (̂ ) 8.90 10.40

' Includes selling costs and pass-throughs to the Federal Home Loan Mortgage

Corporation.

2Weighted byamount outstanding at each rate.

"Weighted by the amount issued or made at each rate . Advances made exclude

renewals and conversions and the averages shown reflect changes in the types of

advances being made as well as changes in rates on specific types of advances.

" No obligations issued.

" Excludes advances to the Federal Home Loan Mortgage Corporation.
Note: FHLBB data .

Table S.3.3 .-Federal Home Loan Banks : Number of Members, byType

(June 30, 1979)

All Banks .

Boston

NewYork

Pittsburgh

Atlanta

Cincinnati

Indianapolis

Chicago

Des Moines.

Little Rock

Topeka .

San Francisco .

Seattle

District Bank

Savings and loan associations

Total

numberof

members
All

Federals
S& LA's

State chartered

FSLIC insured

Savings
banks

Insurance

companies

Other

4,237 4,140 1,997 2,044 99 95

216 157 69 49 39 59

330 312 103 208 18

321 319 139 158 22

5
8
8
2

2

677 677 459 217 1

532 531 300 199 32

217 216 132 83 1 11

500 497 182 315

268 267 146 119

3
1

31

603 603 199 404

221 221 104 116

198 198 78 120

154 142 86 56 12
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Table S.3.4.-Federal Home Loan Bank Advances Outstanding, by Bank

(In millions ofdollars)

Federal Home Loan Bank

End of

period

All

Districts New Pitts-
Boston

York
Atlanta

burgh

Cincin-

nati

Indian-

apolis
Chicago

Des

Moines
Little

Rock
Topeka

San

Francisco
Seattle

1974 . 21,804 901 1,910 974 3,478

1975 17,845 659 1,700 899 2,537

1976 15,862 470 1,215 731 1,913

1977 20,173 493 1,508 902 2,513

1,379 555

1,236 412

1,232 371

1,597 567

1,727 1,252

1,424 1,214

1,279 1,101

1,764 1,457

1,109

1,219 1,270 6,187

1,079 1,104 4,744

1,179 4,345

951

837

917

1,479 1,524 4,935 1,434

1978 32,670 842 2,578 1,283 4,223 2,574 1,105 2,807 2,537 2,345 2,060 7,972 2,344

1978

June

July

Aug

25,273 563 986

26,605 626 2,039 1,016

27,869 671 2,107 1,101

1,979 3,248 2,012 793 2,294 1,849 1,858 1,796 5,997 1,898

Sept. 29,158 690 2,138 1,200

3,382 2,159

3,605 2,293

3,776 2,383

874 2,418 2,108 1,912 1,891 6,175 2,005

921 2,521 2,212 1,998 1,945 6,430 2,065

972 2,637 2,294 2,092 1,972 6,825 2,179

Oct. 30,104 755 2,320 1,238 3,881 2,452 1,003 2,727 2,381 2,155 2,022 6,972 2,198

Nov

Dec

30,975 787

32,670 842

2,484

2,578 1,283

1,290 4,018 2,515 1,039 2,743 2,393 2,211 2,030 7,172 2,294

4,223 2,574 1,105 2,807 2,537 2,345 2,060 7,972 2,344

1979

Jan 32,489 836 2,572 1,280 4,138 2,550 1,072 2,777 2,563 2,360

Feb 31,738 823 2,552 1,167 4,007 2,495 1,046 2,661 2,557 2,361

Mar

Apr

31,881 833

33,149 885

2,501 1,140 4,067 2,450 1,047 2,712 2,580 2,410

May

June

33,802 952

35,071 968

2,580

2,582 1,217

2,588 1,266

1,198 4,290 2,501 1,120 2,756

2,064 7,972 2,305

2,024 7,766 2,279

2,044 7,825 2,272

2,601 2,459 2,060 8,331 2,368

4,378 2,597 1,142 2,786 2,581 2,551

4,656 2,680 1,195 2,879 2,694 2,654

2,121 8,454 2,441

2,230 8,755 2,506

Note: FHLBB data . Detail may not add to total because of rounding.

Table S.3.5.-Federal Home Loan Bank Advances Made and Repaid

(In millions of dollars)

Period Made Repaid Net change Period Made Repaid Net change

1974 . 12,763 6,106 6,657 Oct 2,047 1,101 946

1975 5,468 9,425 -3,957 Nov. 2,306 1,435 871

1976 8,114 10,097 - 1,983 Dec 2,819 1,124 1,696

1977 13,756 9,445 4,311

1978 25,297 12,800 12,497 1979

Jan 1,468 1,652 -184
1978

Feb 1,526 2,277 -751

June 2,606 997 1,609 Mar 1,561 1,418 143

July 2,440 1,109 1,331 Apr 2,338 1,070 1,268

Aug 2,213 949 1,264 May 2,630 1,977 653

Sept 2,013 724 1,289 June 2,792 1,523 1,269

Note: FHLBB data . Advances made and repaid exclude renewals.

Table S.3.6. -Consolidated Federal Home Loan Bank Obligations Outstanding-Bonds

(June 30, 1979)

Date of

maturity Date of issue

Amount

(millions)

Coupon

rate

(percent)

Date of

maturity Date ofissue

Amount

(millions)

Coupon

rate

(percent)

Aug. 27, 1979 July 25, 1974 485 91/2 Feb. 25, 1982 Feb. 27, 1978 800 7.95

Aug. 27, 1979 Nov. 25, 1977 900 7.20 May 25, 1982 Nov. 25, 1977 700 7.45

Nov. 26 , 1979 Nov. 25, 1974 480 8.15 Nov. 26, 1982 May 25, 1978 800 814

Nov. 26, 1979 Dec. 23, 1974 467 72 Feb. 25, 1983 Nov. 27, 1978 700 9.0

Nov. 26, 1979 July 25, 1978 700 8.60 May 25, 1983 Apr. 12, 1973 161 7.30

Feb. 25 , 1980

Feb. 25, 1980

Feb. 25, 1980

May 27, 1980

May 27, 1980

Aug. 25, 1980

Mar. 25, 1970 350 734 Aug. 25, 1983 Feb. 26, 1979 800 9.30

Feb. 25, 1974 300 7.05 Nov. 25, 1983 Feb. 25, 1975 300 78

May 25, 1978

May 25, 1977

1,200 8.10 Nov. 25, 1983 May 25, 1979 1,000 9.50

500 6.65 May 25, 1984 May 28, 1974 300 834

Aug. 25, 1978 1,000 8.40 May 25, 1984 May 25, 1976 300 734

Aug. 25, 1976 700 7.30 Aug. 27, 1984 Aug. 25, 1976 500 7.85

Aug. 25 , 1980 Nov. 27, 1978 900 94 Nov. 26, 1984 Nov. 26, 1976 300 73/8

Oct. 15, 1980 Oct. 15 , 1970 200 7.80 Feb. 25, 1985 Feb. 25, 1977 500 7/8

Nov. 25, 1980 Nov. 25, 1975 600 734 May 28, 1985 Feb. 27, 1978 500 88

Nov. 25 , 1980

Feb. 25, 1981

Feb. 25, 1981

May 26, 1981

May 26, 1981

Nov. 26, 1976 500 6.70 Aug. 26, 1985 Feb. 26, 1979 400 9.35

Feb. 25, 1976

May 25, 1979

Dec. 26, 1978

500 7.60 Nov. 25 , 1985 Nov. 25, 1975 400 8.10

1,000 10.00 Feb. 25 , 1986 May 25, 1979 400 9.55

600 9.55 May 26, 1987 May 25, 1977 300 7.65

Feb. 26 , 1979 800 9.65 Aug. 25, 1987 Aug. 25 , 1977 400 7.60

Aug. 25, 1981 Aug. 25, 1977 800 7.05 Nov. 26, 1993 Oct. 25 , 1977 400 73/8

Nov. 25, 1981 Oct. 25 , 1974 400 8.65 Nov. 27, 1995¹ Nov. 19, 1970 140 8.60

Nov. 27, 1981 Oct. 27, 1971 200 6.60

Feb. 25, 1982 Aug. 25 , 1975 500 85/8

'These issues represent bonds issued by the Federal Home Loan Mortgage

Corporation and guaranteed by the Government National Mortgage Association .

Aug. 26, 1996¹

Feb. 25, 1997

May 26, 1997¹

Note: FHLBB data .

Aug. 2 , 1971 150 734

Feb. 25, 1977 300 778

May 25, 1972 150 7.15
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Savings and Loan Associations

Table S.4.1.-All Operating Savings and Loan Associations : Balance Sheet Data and Commitments

(In millions ofdollars)

Assets

End of

period

Cash and

invest-

ment

secu-

Total

assets ;

Liabilities and reserves
Loan

commit-

Mortgage

loans

Other

assets

total

liabilities,

and net

worth

Savings

capital

rities ¹

1975 . 30,853 278,590

1976.

1977.

28,790

35,724 323,005 33,179

39,150 381,163 38,928

338,233

391,907

459,241

FHLB

advances,

other

borrowed

money

286,043 20,634 5,128

333,912 19,083 6,840

386,800 27,840 9,911

ments
Loans

in

process

Other

liabil-

ities

Net out-

worth ' stand-

ing

6,949 19,779 10,673

8,074 21,998 14,826

9,506 25,184 19,875

1978

June..

July

Aug.

Sept

Oct.

Nov

Dec.

41,505 407,965 42,106

43,627 411,956 42,718

44,188 416,677 43,433

43,987 420,971 44,019

45,577 425,236 44,539

45,869 429,420 45,388

44,955 432,858 45,936

491,576

498,301

504,298

508,977

515,352

520,677

523,649

408,586 34,270 11,632

411,660 35,730 11,540

413,972 37,219 11,422

420,405 38,595 11,222

423,050 39,873 11,165

425,207 40,981 11,015

431,009 42,960 10,737

10,046 27,042 22,927

11,972

13,906

27,399 22,393

27,779 22,047

10,676 28,079 21,648

12,832 28,432

14,666 28,808

9,918 29,025 18,911

21,503

20,738

1979

Jan.

Feb.

Mar

47,653 435,460 46,707

49,018 437,905 47,245

50,130 441,420 48,165

529,820

534,168

539,715

435,752 42,368

438,633 41,368

446,981 41,592

10,445

10,287

11,971 29,284 18,053

14,252 29,630 19,038

10,346 10,919 29,871 21,085

Apr.

May

June

48,674 445,705 49,080

48,257 451,054 49,870

48,133 456,502 50,703

543,459 445,831 43,765 10,706 12,971 30,186 22,923

549,181 447,872 44,380

555,338 454,718 46,865

11,136 15,283

11,259 11,707

30,510 23,569

30,789 22,766

'Includes cash and demand deposits, U.S. Government and Federal Agency
securities, bankers ' acceptances and miscellaneous securities other than FHLB
stock.

* Includes net undistributed income accrued by most, but not all associations.
'Not abalance sheet item .

Data for the period specified reflect an increase in savings and mortgage

balances of the indicated amount caused by addition of newly organized associa

tions or a decrease (- ) caused by conversion or merger into mutual savings and

commercial banks or by liquidation.

Period

1975

1976-July

Dec

1977-Jan

June

Oct

Mortgages
35 million

-281 million

-56 million

-33 million

2 million

-87 million

Savings
35 million

-342 million

-80 million

-37 million

4 million

-97 million

Table S.4.2.-Savings Activity at Savings and Loan Associations

(In millions of dollars)

*Preliminarydata based on incomplete reporting.

Note: FHLBB estimates based on reported monthly data for FSLIC-insured

associations and periodic benchmark data for other associations. Estimates are sub-

ject to revision as benchmark data become available .

Period Mortgages Saungs

1978-Jan

Apr

-299million

-61 million

-378 million

-56 million

July 3 million

Sept -20 million

Oct -176 million

Nov 1 million

Dec -95 million

1979-Jan 0

4 million

-23 million

-156million

6 million

-107 million

4 million

All operating associations FSLIC-insured associations

Gross savings receipts

Period Gross

savings

receipts

With-

drawals

Net

inflow ¹

Interest/

dividends

credited

New

savings Total

received

With-

drawals

Net

inflow '

Net new

savings
received 2

1975

1976

1977

1978

184,210 133,625

218,250

270,897

154,644 111,838 42,806

50,585

167,234 51,016

225,977 44,920

12,752

15,360

18,189

20,713

138,354 151,106

165,434 180,794

196,315 214,504

245,701 266,414

109,054 42,051 29,298

131,064 49,728 34,369

164,312 50,192 32,033

222,239 44,175 23,462

1978

June. 27,151 20,496 6,655 4,801 21,902 26,703 20,157 6,545 1,744

July 24,408 21,338 3,070 207 23,803 24,010 20,991 3,020 2,812

Aug 21,108 18,796 2,312 205 20,556 20,761 18,487 2,274 2,069

Sept. 24,168 17,712 6,456 4,743 19,025 23,768 17,418 6,349 1,606

Oct. 24,145 21,343 2,802 221 23,519 23,740 20,985 2,755 2,534

Nov 21,837 19,686 2,151 219 21,262 21,481 19,365 2,116 1,897

Dec 27,545 21,636 5,909 5,101 21,987 27,088 21,277 5,811 710

1979

Jan. 33,441 28,702 4,739 284 32,607 32,891 28,230 4,661 4,377

Feb. 20,546 17,665 2,881 254 19,957 20,211 17,377 2,834 2,580

Mar 30,108 21,761 8,347 5,064 24,551 29,615 21,404 8,210 3,146

Apr. 26,535 27,685 -1,150 360 25,715 26,075 27,204 -1,130 -1,490

May 25,752 23,711 2,041 379 24,943 25,322 23,316 2,007 1,627

June '. 30,957 24,113 6,844 5,275 25,171 30,446 23,715 6,731 1,455

'Gross savings receipts less withdrawals.

' Newsavings received less withdrawals .

' Preliminary data based on incomplete reporting.

Note: FHLBB data . All operating association data are estimates as described in

the note to table S.4.1 . Gross receipts and withdrawals for some months are over.

stated because of the inclusion of transfers among accounts at some associations.
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Table S.4.3.-Net Savings Inflow at Savings and Loan Associations

(In millions ofdollars)

FSLIC -insured associations

Period

All

operating Federal Home Loan Bank District

associa- United

tions States Bos-

ton

New

York

Pitts-

burgh

At-

lanta

Cincin-

nati

Indian- Chi-

apolis cago

Des Little

Moines Rock

To- San

peka Francisco
Seattle

1975. 43,121 42,051 767 3,924 1,949

1976. 50,703 49,728 795 4,006

1977. 51,016 50,192 730 4,093

1978. 44,920 44,175 579 2,995

7,851 3,351 1,950

2,219 9,053 4,003 2,362

2,082 9,392 3,948 2,411

1,710 8,927 3,534 2,236

3,765 2,603 3,601

4,809 2,988 4,535

4,877 2,876 4,747

1,891 8,375 2,025

2,105 10,511 2,343

2,074 10,577 2,386

4,290 2,584 4,466 2,098 8,707 2,049

1978

June . 6,655 6,545 78 493 300 1,084 548 383 638 396 602 293 1,431 298

July. 3,070 3,020 60 141 103 676 189 141 245 145 380 136 665 138

Aug. 2,312 2,274 56 140 75 522 185 101 139 135 217 118 468 119

Sept 6,456 6,349 77 471 246 1,138 560 351 626 385 579 285 1,324 307

Oct. 2,802 2,755 36 20 66 670 186 133 267 151 304 163 615 144

Nov. 2,151 2,116 18 106 55 445 196 98 275 136 257 119 360 50

Dec. 5,909 5,811 35 456 291 1,140 524 295 644 354 473 260 1,024 315

1979

Jan. 4,739 4,661

Feb. 2,881 2,834

Mar. 8,347 8,210

Apr - 1,150 -1,130 -5

May

June

2,041 2,007

6,844 6,731

$
5
8
4
2
9

44 334 132 1,099 258 248 419 266 516 236 866 244

262 135 556 194 135 280 125 307 137 508 144

93 725 312 1,345 671 431 841 468 713 387 1,839 384

-74 -76 - 150 -110 -47 -60 -89 -103 -12 -307 -98

199 47 236 109 65 133 43 171 63 818 98

553 259 911 472 296 547 312 475 256 2,244 359

'Preliminary data based on incomplete reporting.

Note: FHLBB data . All operating association data are estimates as described in the note to table S.491 . Detail may not add to total because of rounding.

Table S.4.4.-Net New Savings Received by FSLIC-Insured Savings and Loan Associations

(In millions ofdollars)

Period
United

States Bos-

ton

1975 .

1976.

1977.

1978.

New Pitts-

York burgh

29,298 449 2,464 1,383 5,609

34,369 429 2,284 1,523 6,371

32,033 315 2,134 1,277 6,193

23,462 133 862 812 5,219

Atlanta
Cincin-

nati

Indian-

apolis

Chi-

cago

Federal Home Loan Bank District

Des Little

Moines Rock
Topeka

San

Francisco
Seattle

2,208 1,273

2,650 1,568

2,379 1,469

1,744 1,179

2,538

3,331

3,130

1,851 2,716

2,088 3,427 1,509

1,822 3,384

1,401 6,015 1,415

7,580 1,607

1,372 7,013 1,515

2,303 1,385 2,859 1,284 4,645 1,038

1978

June . 1,744 25 15

July.. 2,812 31 111

Aug. 2,069 27 109

Sept 1,606 27 -1

Oct 2,534 6 -12

Nov. 1,897 -16 75

Dec.. 710 -18 -46

8
2
6
7
6
4
3

260 115 121 193 116 224 106 449 57

94 634 171 135 214 135 366 129 660 132

472 170 95 113 127 205 111 461 112

71 293 158 104 179 106 204 95 305 64

56 624 168 125 232 141 289 155 610 139

391 181 91 248 127 245 111 351 44

249 67 28 195 50 68 58 -34 55

1979

Jan 4,377

Feb. 2,580

Mar. 3,146

Apr

May.

-1,490 -36

1,627 -11

2
2
2
3
3

12 298 119 1,039 235 234 379 253 497 225 851 236

17 229 126 495 176 119 251 114 293 128 495 137

42 231 131 437 252 191 389 171 295 180 697 130

-113 -90 -263 -137 -62 - 105 -104 -123 -25 -323 -108

June¹ 1,455 -8

152

25

31

14

143

7

5
8
9
8

80 47 88 28 151 48 789 82

16 31 70 11 55 44 1,097 92

'Preliminary data based on incomplete reporting.

Note: FHLBB data . Net new savings received equal new savings ( exclusive of interest/dividends credited ) less withdrawals . Detail may not add to total because of rounding.
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Table S.4.5.-Mortgage Loan Activity of Savings and Loan Associations

(In millions of dollars)

FSLIC-insured associations

Loans closed

All

operating
associa

Purpose ofloan
Loans Loans

Period tions

total

loans

closed

Construction of- Purchase of- and and Net

Total Refi- partici- partici- loan

1-to 4- Other

family dwelling
homes units

Other

struc-

tures

1 to 4.

family
homes

Other Other

dwell- improved

ing real

units estate

nanc- Other pations pations repay-

ing pur- sold ments '

chased

1975 55,040 53,799 8,492 1,376 1,737 30,024

1976 78,776 71,103 12,686 1,816 2,049 44,752

1,360 1,515

2,463 1,786

6,101

7,980

3,194 8,554 5,206 28,230

3,571 12,799 8,447 37,335

1977 107,368 105,287 17,845 2,472 2,252 61,313 3,470

1978 110,294 108,273 19,767 2,316 2,168 64,384 2,743

1,908 11,370

1,676 10,724

4,657 14,497 13,846 48,467

4,495 10,984 15,485 52,196

1978

June 11,472 11,262 1,990 234 225 6,968 256 181 967 441 950 1,281 5,356

July 9,031 8,866 1,610 168 148 5,468 183 130 780 379 859 1,129 4,566

Aug 10,398 10,208 1,750 196 191 6,480 225 116 887 334 974 1,449 5,073

Sept. 9,305 9,135 1,571 202 191 5,760 179 114 784 333 865 1,329 4,415

Oct. 9,674 9,497 1,728 252 155 5,753 213 125 874 397 967 1,563 4,532

Nov 9,165 8,998 1,587 174 203 5,481 189 118 904 343 842 1,464 4,253

Dec 8,426 8,272 1,507 155 166 4,823 200 149 895 377 904 1,575 4,121

1979

Jan 6,679 6,556 1,254 139 154 3,708 179 117 688 315 791 1,084 3,689

Feb 5,691 5,587 1,089 160 120 3,123 138 95 571 290 776 1,071 2,878

Mar 7,707 7,566 1,545 126 143 4,372 163 114 769 334 1,083 1,313 3,871

Apr 8,650 8,491 1,673 170 154 5,020 162 105 848 359 965 1,279 3,951

May 10,401 10,211 1,913 200 203 6,201 227 122 963 382 989 1,400 4,530

June 2 10,844 10,646 1,867 203 197 6,667 203 152 939 417 905 1,339 4,845

' Principal payments plus miscellaneous credits less debits for interest , taxes , etc.

Preliminary data based on incomplete reporting. Note: FHLBB data . All operating association data are estimates as described in note to table S.4.1.

Table S.4.6.— Mortgage Loans Closed by Savings and Loan Associations

(In millions of dollars)

FSLIC -insured associations

Period

All

operating Federal Home Loan Bank District

associa- United

tions States Bos-

ton

New Pitts- At-

1975. 55.040

1976 . 78,776

1977. 107,368

1978. 110,294

York burgh lanta

53,798 1,022 3,062 2,433 9,033 5,283 2,365 5,164

78,776 1,192 3,680 3,012 11,712 6,943 3,423 7,730

105,287 1,473 4,199 3,903 15,399 9,387 4,624 10,675

108,273 1,504 4,147 4,116 16,876 9,582 5,098 10,572

Cincin-

nati

Indian- Chi-

apolis cago

Des

Moines

Little

Rock

To-

peka

San

Francisco
Seattle

2,944 5,225

4,240 7,661

5,859 10,918

6,011 10,972

2,716 11,424 3,133

3,867 19,067 4,577

5,597 26,603 6,648

5,975 26,362 7,059

1978

June . 11,472 11,262 185 483 511

July. 9,031 8,866 140 407

1,762 1,098

404 1,436 881

552 1,129 663 1,076 594 2,537 673

479 842 505 868 485 1,873 548

Aug. 10,398 10,208 159 431 428 1,527 970 540 1,005 604 1,035 556 2,347 606

Sept 9,305 9,135 142 346 364 1,295 849 471 903 556 890 497 2,283 540

Oct. 9,674 9,497 146 327 350 1,370 795 454 935 522 959 534 2,498 607

Nov. 9,165 8,998 133 324 301 1,362 737 431 830 492 840 511 2,493 534

Dec. 8,426 8,272 115 335 271 1,387 635 391 753 461 804 472 2,122 526

1979

Jan. 6,679 6,556 79 253 216 1,172 471 267 545 327 661 361 1,739 467

Feb. 5,691 5,587 59 176 151 1,023 402 223 476 254 556 316 1,562 390

Mar. 7,707 7,566 79 215 229 1,277 617 325 642 339 727 448 2,142 526

Apr. 8,650 8,491 110 224 281 1,283 766 376 772 411 735 521 2,464 548

May 10,401 10,211 132 242 342 1,526 933 476 1,018 511 815 589 2,961 667

June ¹ 10,844 10,646 166 316 397 1,604 926 521 1,136 561 757 610 2,962 689

'Preliminary data based on incomplete reporting.

Note: FHLBB data . All operating association data are estimates as described in the note to table S.4.1 . Detail may not add to total because of rounding.
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Table S.4.7.-Mortgage Debt Held by All Operating Savings and Loan Associations byType of Property and Mortgage ¹

(In millions ofdollars)

Residential propertywith

End ofyear 1-to 4-family homes

and quarter
Total

Total FHA VA Conventional Total

5 or more dwelling units

FHA Conventional

Nonresidential

Total Land Other

1972 2 206,182 166,410 14,057 13,474 138,879 21,051 1,343

1973 2 231,733 187,078 13,813 14,604 158,661 22,779 1,321

1974 2 249,301 200,987 13,472 15,166 172,349 23,808 1,246

1975 278,590 223,903 13,450 15,968 194,485 25,547 1,172

19,708 18,721

21,458 21,876

22,562 24,506

24,375 29,140

1,814 16,907

2,294 19,582

2,643 21,863

3,064 26,076

1976

Mar 3

June 2

Sept 2

286,296 230,395 13,598 16,318 200,479 25,937 1,231 24,706 29,944 3,120 26,824

299,238

311,753

Dec 2 323,005

240,976 13,645

251,553 13,561

260,794 13,372

16,578 210,753 26,812 1,287 25,525 31,450 3,202 28,248

16,648 221,344 27,497 1,341 26,156 32,703 3,305 29,398

16,602 230,820 28,425 1,357 27,068 33,786 3,392 30,394

1977'

Mar 333,565

June

Sept.

Dec

269,821 13,109

350,609 284,414 13,008

366,800 298,429 12,801

381,163 310,686 12,426

16,411 240,301 29,187 1,401 27,786 34,557 3,502 31,055

16,479 254,927 30,503 1,437 29,066 35,692 3,646 32,046

16,433 269,195 31,581 1,467 30,114 36,790 3,815 32,975

16,238 282,022 32,513 1,487 31,026 37,964 4,002 33,962

1978 '

Mar

June

Sept.

Dec

392,428

407,965

420,971

432,858

320,064 12,205 16,050 291,809 33,592

334,164 12,076 15,992 306,096

345,617 11,956 15,913 317,748

356,156 11,817 15,799 328,540

1,452

34,351 1,428

35,362 1,431

36,057 1,428

32,140 32,772

32,923 39,450

33,931 39,992

34,629 40,645

4,120

4,324 35,126

4,420 35,572

4,458

34,652

36,187

' Distribution is estimated primarily on the basis of data reported semiannually

by FSI IC -insured associations.

2 Data for the indicated period reflect an increase in total mortgage balances

caused by an addition of newly organized associations, or a decrease caused by con-

version or merges into mutual savings banks or by liquidation in the following

amounts: 1972, $-78 million ; 1973, $-35 million ; 1974, $ -63 million ; 1975-

1st, $-17 million ; 2d , $-18 million ; 1976-3d, $-281 million ; 4th , $-56 million ;

1977-1st, $-37 million.

'Correction of misclassified assets reduced total mortgage balances by $250

million in 1976-3d and by $ 100 million in 1976-1st.

'Revised. › Preliminary.

Note: FHLBB data.

Table S.4.8.—Average Cost of Funds ¹to FSLIC-Insured Savings and Loan Associations, by Bank District

(Percent )

Year

half year

All

Districts

New Pitts- Cincin- Indian- Des Little
Boston Atlanta

York burgh
Chicago Topeka

nati apolis Moines Rock

San

Francisco
Seattle

1974 6.14 6.04 5.95 6.04 6.17 6.08 5.92 6.11 6.17 6.27 6.23 6.27 6.15

1975 6.32 6.23 6.06 6.20 6.33 6.26 6.16 6.29 6.41 6.53 6.50 6.44 6.30

1976 6.38 6.22 6.12 6.27 6.37 6.35 6.24 6.39 6.49 6.61 6.57 6.45 6.35

1977 6.44 6.22 6.16 6.32 6.42 6.41 6.34 6.49 6.54 6.67 6.63 6.48 6.40

1978 6.67 6.37 6.37 6.53 6.61 6.64 6.54 6.71 6.73 6.87 6.79 6.80 6.66

1975

Jan.-June 6.31 6.21 6.05 6.15 6.34 6.22 6.13 6.29 6.37 6.51 6.47 6.41 6.26

July-Dec.. 6.34 6.25 6.10 6.24 6.34 6.30 6.19 6.31 6.44 6.55 6.52 6.42 6.34

1976

Jan.-June 6.35 6.20 6.08 6.23 6.35 6.31 6.21 6.35 6.47 6.59 6.55 6.44 6.31

July-Dec.. 6.40 6.24 6.15 6.31 6.39 6.38 6.26 6.43 6.51 6.62 6.59 6.45 6.39

1977

Jan.-June 6.39 6.20 6.09 6.27 6.38 6.37 6.29 6.44 6.50 6.65 6.61 6.43 6.33

July-Dec.. 6.48 6.23 6.22 6.37 6.45 6.45 6.39 6.54 6.57 6.69 6.65 6.53 6.46

1978

Jan.-June 6.54 6.28 6.21 6.38 6.50 6.54 6.43 6.58 6.64 6.80 6.70

July-Dec... 6.79 6.46 6.52 6.67 6.71 6.73 6.65 6.84 6.81 6.93 6.88

6.63 6.50

6.97 6.82

'Interest and dividends paid on savings. FHLB advances and other borrowed

money during period as a percent of average savings and borrowings. (Averages

based on 7 monthend figures for half years and 13 monthends for years ; half -year

data have been annualized by doubling. )
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Table S.4.9. -Effective Interest/Dividend Rates Paid by FSLIC-Insured Savings and Loan Associations , by Bank District

(Percent)

Yearor All New Pitts- Cincin- Indian- Des Little
Boston

half year
Atlanta

Districts York burgh nati Chicago
apolis Moines Rock

Topeka
San

Francisco
Seattle

1974 5.96 5.82 5.77 5.85 5.99 5.94 5.83 5.93 6.02 6.14 6.08 6.01 5.92

1975 6.21 6.05 5.94 6.07 6.23 6.17 6.12 6.18 6.31 6.44 6.38 6.28 6.18

1976 6.31 6.11 6.05 6.19 6.32 6.29 6.25 6.33 6.43 6.55 6.48 6.35 6.27

1977 6.39 6.15 6.11 6.27 6.38 6.37 6.38 6.45 6.49 6.64 6.56 6.42 6.33

1978 6.56 6.25 6.25 6.41 6.53 6.55 6.55 6.61 6.62 6.79 6.69 6.64 6.50

1975

Jan.-June . 6.16 5.99 5.91 5.99 6.20 6.11 6.05 6.15 6.26 6.40 6.35 6.23 6.10

July-Dec.. 6.24 6.08 6.00 6.13 6.26 6.22 6.18 6.21 6.35 6.47 6.41 6.27 6.24

1976

Jan.-June 6.28 6.08 6.00 6.15 6.30 6.25 6.21 6.28 6.40 6.53 6.46 6.33 6.23

July-Dec.. 6.34 6.13 6.09 6.23 6.34 6.32 6.29 6.37 6.45 6.59 6.50 6.36 6.31

1977

Jan.-June . 6.35 6.13 6.05 6.21 6.34 6.33 6.32 6.40 6.46 6.62 6.54 6.39 6.26

July- Dec.. 6.42 6.16 6.17 6.32 6.42 6.40 6.44 6.49 6.52 6.65 6.58 6.45 6.39

1978

Jan.-June 6.46 6.18 6.13 6.30 6.45 6.47 6.46 6.50 6.56 6.73 6.62 6.51 6.37

July-Dec.. 6.65 6.31 6.36 6.52 6.61 6.62 6.64 6.71 6.68 6.84 6.75 6.77 6.62

' Interest/dividends paid on savings during period as a percent of average

savings balances . ( Averages based on 7 monthends for half years and 13 month-
ends for years ; half-year ratios have been annualized by doubling. )

Table S.4.10.-Interest Return on Mortgages Held ¹ by FSLIC- Insured Savings and Loan Associations , by Bank District

(Percent)

Year or All New
Bostonhalfyear Districts York

Pitts-

burgh
Atlanta

Cincin- Indian-

nati apolis

Des Little
Chicago Topeka

Moines Rock

San

Francisco
Seattle

1974 7.43 7.33 7.03 7.32 7.53 7.47 7.47 7.25 7.41 7.63 7.54 7.51 7.69

1975 7.66 7.60 7.19 7.54 7.69 7.70 7.68 7.47 7.63 7.84 7.77 7.85 7.97

1976 7.95 7.80 7.46 7.83 7.94 7.98 7.96 7.83 7.91 8.15 8.06 8.11 8.32

1977 8.21 8.01 7.68 8.05 8.14 8.24 8.21 8.13 8.15 8.38 8.32 8.45 8.60

1978 8.47 8.17 7.88 8.28 8.37 8.43 8.44 8.41 8.40 8.64 8.56 8.75 8.88

1975

Jan.-June .. 7.59 7.48 7.17 7.45 7.65 7.61 7.59 7.42 7.55 7.75 7.70 7.74 7.86

July- Dec... 7.74 7.72 7.23 7.61 7.75 7.80 7.76 7.55 7.71 7.93 7.86 7.91 8.08

1976

Jan.-June . 7.87 7.72 7.39 7.76 7.87 7.90 7.88 7.73 7.82 8.06 7.98 8.03 8.21

July-Dec... 8.03 7.87 7.52 7.89 8.00 8.06 8.04 7.92 8.00 8.24 8.13 8.18 8.43

1977

Jan.-June . 8.14 7.96 7.63 8.02 8.07 8.17 8.12 8.06 8.09 8.32 8.26 8.35 8.53

July-Dec... 8.28 8.05 7.73 8.08 8.21 8.30 8.29 8.19 8.21 8.44 8.37 8.54 8.67

1978

Jan.-June 8.39 8.12 7.83 8.20 8.30 8.40 8.35 8.31 8.34 8.58 8.47 8.63 8.80

July- Dec.. 8.54 8.22 7.92 8.35 8.43 8.46 8.52 8.50 8.46 8.69 8.65 8.87 8.96

' Interest earned on mortgages as a percent of average mortgage balances, net of

loans in process. (Averages based on 7 monthends for half years and 13 month-

ends for years ; half-year ratios have been annualized by doubling. )
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1
Table S.4.11.-Minimum Ratio of Liquid Assets 2to Liquidity Base ' Required of Members ofthe Federal Home Loan Bank System

(Percent)

Effective date

All

liquid

Short-term

liquid Effective date

assets assets

All

liquid

assets

Short-term

liquid Effective date

All

liquid

Short-term

liquid
assets assets assets

Dec. 1950 .. 6 (°) May 1 , 1971 72 (6) Apr. 1, 1975 512 12

Mar. 1, 1961 $5 7 Aug. 1 , 1971 7 (6) June 1 , 1975. 6 2

Aug. 1 , 1968 612 3 Sept. 1 , 1975 612 22

June 12, 1969.

Dec. 1 , 1969 .

6 612 21/2 Mar. 1, 1976 . 7

52

612

52 1/2 May 1, 1978 612 22

5 1 Jan. 1 , 1979 6 2Apr. 1, 1971

Jan. 1, 1972

May 1 , 1973

Aug. 1 , 1973'

Sept. 1 , 1974'

Before Dec. 22, 1969, the indicated minimum was required on each day a

member closed loans. Beginning Dec. 22 , 1969, compliance has been monthly, on

the basis of an average of daily liquid asset balances to an average of theliquidity

base for the preceding month, or , in the case of members with less than $25 million

in assets, to the liquidity base at the end ofthe preceding month . Special provision is

made in the case of deficiencies resulting from the withdrawal of savings.

2Liquid assets consisted of unpledged cash , deposits , and U.S. Government

securities through June 10, 1969. Federal agency securities with 5 or less years to

maturity were added June 11 , 1969. Effective Dec. 22, 1969, and subject to some

additional restrictions, the following were made eligibleliquid assets : (a ) time

deposits at commercial banks with a maturity of 1 year or less,or a notice period of

90 days or less ; ( b ) bankers ' acceptances with a maturity of 6 months or less ; (c)

general obligations of State and local governments with a maturity of 2 years or

less; (d ) eligible liquid assets held subject to a repurchase agreement ; and ( e ) ac-

crued interest on liquid assets, or assets which would so quality except for maturity.

Effective Jan. 1 , 1972, the amount of U.S. Government securities with a maturity of

morethan 7 years that could be counted as liquid assets was limited to one - half of 1

percent of the base and mutual savings banks could elect to hold that portion of re-

quired liquidity in excess of 5 percent in Federal funds and commercial paper.

Beginning Nov. 21 , 1973, unsecured Federal funds loans made eligible liquid assets

for member associations. Effective May 14, 1974, maximum maturity for bankers

acceptances increased to 9 months. Effective April 1 , 1975 : ( a ) maximum maturity

for U.S. Government securities reduced to 5 years, except such securities with a

longer term held on March 31 and eligible as liquid assets would continue as such

through March 31 , 1977 ; (b ) certain public housing authority notes guaranteed by

the United States with maximum maturity of 24 months made eligible liquit assets.

'Before Nov. 1 , 1970, the liquidity base consisted of a member's net withdrawable

accounts (or the policy reserve required by State law, in the case of an insurance

company) . Beginning Nov. 1 , 1970, borrowings payable on demand or due in 1 year
or less were added.

Short-term liquid assets consist of the liquid assets defined in footnote 2 , ex-

cept : ( a ) U.S. Governments and Federal agency securities with a maturity longer

than 18 months; (b) commercial bank time deposits with a maturity longer than 6

months; (c) State and local government obligations ; and (d ) bankers ' acceptances

with a maturity longerthan 6 months . Effective April 1 , 1975 : ( a) maximum maturi-

ty for U.S. Government and Federal agency securities reduced to 12 months, except

such securities held on March 31 and eligible as short-term liquid assets would con-

tinue as such ; (b) certain public housing authority notes with a maturity of 6

months or less made eligible liquid assets . The requirement is not applicable to

member mutual savings banks or insurance companies.

' Duringthe period June 27- Nov. 1 , 1966, members were permitted to reduce li-

quid asset holdings below the requirement by an amount not exceeding the smaller

of (a ) actual net savings withdrawn , or (b) 1 percent of withdrawable savings.

No separate requirement.

' Penalties for liquidity deficiencies caused by net savings withdrawals during

August through December 1973 and April through October 1974 were waived.

Table S.4.12.-Maximum Rates of Return Payable on Savings Accounts by Savings and Loan Associations that Are Members of the

Federal Home Loan Bank System

Typeofaccount

Regular ..

Transaction (NOW)

90-day notice ( for withdrawals ) .

Effective date and percentage rates

Jan. 21 , 1970 ' July 6, 1973 Nov. 1 , 1973 Dec. 23, 1974 June 1, 1978 July 1, 1979

25.00 5.25 5.25 5.25 5.25 5.50

(3) (3) 35.00 35.00 35.00 35.00

5.25 5.75 55.75 55.75 55.75 55.75

Certificate with fixed or minimum term or qualifying period :

Fixed ceiling accounts:

Balance less than $100,000 :

Owned bygovernmental units :

All terms (*) (°) (6) 7.75 8.00 8.00

Owned byothers:

90 days to 6 months 5.25 75.75 5.75 5.75 5.75 5.75

6 monthsto 1 year 75.25 75.75 5.75 5.75 5.75 5.75

1yearto 2 years .
75.75 76.50 76.50 76.50 76.50 6.50

2 yearsto 22years. 86.00 76.50 76.50 76.50 76.50 6.50

22 yearsto 4years. $6.00 76.75 76.75 76.75 76.75 6.75

4yearsto 6 years $6.00 (10) 97.50 97.50 97.50 7.50

6yearsto 8 years 86.00 (10) 97.50 97.75 97.75 7.75

8years or more . $ 6.00 (10) 97.50 97.75 98.00 8.00

Individual retirement ( IRA) or Keogh ( H.R. 10 )

account with term of 3 or more years . (11) (¹¹) (¹¹) 11 7.75 8.00 8.00

Balance $100,000 12 or more:

All owners-all terms (13) (14) (14) (14) (14) (14)

Variable ceiling accounts:

Money market certificate with 26 week term and minimum

balance of $10,000 .. (15)

4years or longer . (16)

3
9(15) (15) (15)

(16) ( 16) (16)

0
0

(15)

(16)

၆
၆

(15)

(16)

See this table in the June 1973 Journal for earlier information.

25.25 percent in Mass.

' Effective Jan. 1 , 1974 , for associations with home offices in Massachusetts and

New Hampshire, on Feb. 26 , 1976, for associations in other New England states,

and on Nov. 10, 1978 , for associations in New York State.

$ 5.50 percent in Mass.

5Beginning Nov. 27,1974 , maximum rate for notice accounts owned by govern-

mental units was the same as for certificate accounts owned by such units.

Before Nov. 27 , 1974, maximum rate was the same as for othertypes ofowners;

from Nov. 27through Dec. 22 , 1974, maximum rate was 7.50 percent.

$1,000 minimum balance required , except in areas where mutual savings banks

were permitting lower balance.

$5,000 minimum balance required , except in areas where mutual savings banks

were permitting a lower balance.

$1,000 minimum balance required.

10No maximum rate with $ 1,000 minimum balance ; 6.75 percent maximum with
lowerminimum balance.

Effective July 6, 1977; no separate category until then .

12 $50,000for Puerto Rico only, beginningSept. 3, 1970

13 From Jan. 21 , 1970, through May 16, 1973, maximum rate was 6.50 percent for

accounts with term of 60-89 days , 6.75 percent for 90-179 day accounts , 7.00 per-

cent for 180-364 day accounts, and 7.50 percent for longer term accounts ;
thereafter no maximum rate.

14 No maximum rate.

15 First authorized June 1 , 1978. Maximum rate as of each Thursday was the aver-

age rate (discount basis ) on 6-month U.S. Treasury bills as determined at the im-

mediately preceding auction plus 25 basis points through March 14, 1979. There-

after, when the Treasury bill rate is less than 8.75 percent , the maximum continues

as previously, but if the bill rate is between 8.75 and 9.00 percent the maximum is

9.00 percent and if the bill rate is 9.00 percent or higher the maximum is the bill

rate.

16 First authorized July 1 , 1979. Maximum rate for each month is equal to 1 per-

centage point less than the overage yield on 4 - year U.S. Treasury securities ( as de-

termined bythe U.S. Treasury Department) for the 5 business days preceding the

3rd business day before the end of the prior month.
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Mortgage Markets

1
Table S.5.1 .-Terms on Conventional Home Mortgage Loans Made : National Averages for All Major Types of Lenders ¹

Period

Contract

Interest

rate 2

(per-

cent)

Percentage distribution of estimated number

of loans by loan -to- price ratio class
Initial

fees and

Effec-

tive
Loan

Term to

charges '
amount

rate maturity

(per-
(thou-

Pur-

chase

price

Loan-

to- price

ratio

(per- (years)
70.0

cent) cent )
sands)

(thou- (per-

sands)
percent

70.1-

80.0

80.1- Over

90.0
cent) or less percent percent

90.0

percent

Purchase of newly built homes

1975 8.75 1.54 9.01 26.8 33.3 44.6 76.1 26

1976. 8.76 1.44 8.99 27.2 35.9 48.4 75.8

1977. 8.80 1.33 9.01 27.9 40.5 54.3 76.3

1978 . 9.30 1.39 9.54 28.0 45.9 62.6 75.3

2
2
2
2

28

26

2
4
3
2

2
2
2
2

19 14

41 21 11

21 11

19 11

1978

June 9.23 1.40 9.46 28.3 45.9 62.6 75.6

July. 9.34 1.40 9.57 28.2 45.3 60.7 75.4

Aug 9.45 1.43 9.70 28.0 46.4 63.6 75.3

Sept 9.50 1.36 9.73 27.8 46.7 64.6 74.1 31

Oct 9.60 1.37 9.83 28.0 48.6 66.8 74.4

Nov. 9.63 1.40 9.87 27.9 47.5 65.1 74.4

Dec. 9.76 1.49 10.02 28.1 49.6 68.1 75.1

2
2
2
2
2
2
228

28

28

32

32

29

7
3
2
2
7
2
3

41

43

42

40

41

40

43

D
R
R
U
U
R
U

20 11

18 11

17 13

20

18

18 10

17 12

H
I
3
9
9
0
2

1979

Jan 9.92 1.56 10.18 28.6 52.0 71.9 74.7

Feb 9.94 1.56 10.20 28.6 49.5 68.3 74.5

Mar 10.02 1.65 10.30 28.5 49.9 68.1 75.4

Apr 10.06 1.75 10.36 29.0 54.9 75.4 75.1

May. 10.20 1.59 10.47 28.2 51.4 72.3 73.2

June 10.39 1.53 10.66 28.4 52.5 73.7 73.5 35

8
2
2
2
4
530

29

29

30

34

39

3
4
3
2
4
8

19

45 18

18

18

41 17

17

Purchase of previously occupied homes

17

18

48 20

21

7
8
1
1
8
0

5
5
6
76

1975. 9.01 1.19 9.21 24.0 27.4 38.2 73.4 31

1976. 8.92 1.17 9.11 24.5 29.8 41.3 73.8 30

1977. 8.83 1.17 9.02 25.8 34.7 47.5 75.1 27

1978. 9.37 1.26 9.58 26.4 39.4 54.2 75.1 28

7
7
2
4
5

7
8
2
2

1978

June. 9.27 1.21 9.48 26.5 39.2 53.9 74.8

July . 9.41 1.27 9.63 26.5 39.2 53.7 75.1

Aug 9.55 1.27 9.77 26.4 39.7 54.7 74.9

Sept 9.62 1.26 9.84 26.6 41.3 57.5 74.4

Oct 9.68 1.28 9.90 26.6 39.9 55.0 74.9

Nov. 9.74 1.30 9.97 26.6 42.6 59.4 74.8

Dec. 9.85 1.32 10.08 27.0 43.7 61.5 73.7

2
2
2
2
2
2
228

28

29

29

30

29

32

B
A
R
B
A
R
A

45

46

45

44

44

45

44

2
2
2
2
2
2
2

20

20

20

21

21

21

19

1979

Jan 10.08 1.43 10.33 27.7 48.7 66.7 75.3

Feb 10.14 1.40 10.39 26.9 44.4 61.9 74.0 31

Mar 10.22 1.43 10.47 26.8 44.1 62.2 73.8

Apr 10.29 1.41 10.54 27.4 48.8 67.6 74.6

May. 10.35 1.41 10.60 26.8 43.3 59.8 74.5

June . 10.46 1.41 10.71 27.0 44.7 61.9 74.3 31

2
3
3
2
8
3

29

30

2
4
2
4
2
2

46 21

43

45

2
2
0
2
2
2

18

21

7
9
6
6
6
6
6

5
6
6
6
7
7

4
3
5
5

5
3
4
4
3
5
5

∞
0
0
8

9
0
0
0
9
2
9

Combined construction - purchase

1975 8.89 1.45 9.13 24.0 31.5 46.1 69.1 44

1976. 8.83 1.41 9.07 25.2 34.9 50.4 70.3 40

1977 8.77 1.39 9.00 25.8 38.5 55.1 71.1

1978 . 9.17 1.43 9.42 26.3 43.9 64.1 69.9 42

2
8
8
3

2
7
4
4

43

47 10

46 11

44 10

1978

June . 9.04 1.33 9.26 26.4 43.6 63.9 70.0

July. 9.18 1.46 9.43 26.5 43.2 63.0 70.2

Aug. 9.24 1.44 9.50 26.3 45.9 65.8 70.9

Sept 9.33 1.37 9.57 26.2 44.1 67.3 66.9

Oct 9.45 1.25 9.66 25.6 43.9 65.5 67.9

Nov. 9.55 1.70 9.84 26.8 46.4 67.2 71.1

Dec. 9.61 1.53 9.88 26.9 46.9 69.6 68.7

L
2
8
9
8
4

46

41

41

52

48

39

44

2
8
8
8
8

40

46 10

46 10

34 10

40

45 12

42

1979

Jan 9.85 1.64 10.13 26.4 46.8 71.4 67.2

Feb 9.89 1.55 10.17 27.4 53.8 78.7 70.7

Mar 10.02 1.81 10.34 26.4 45.7 67.1 70.8

Apr 10.04 1.68 10.34 26.8 50.5 76.3 68.4

May. 10.24 1.37 10.48 25.2 46.9 72.5 66.3

June . 10.49 1.50 10.76 25.9 45.4 68.9 66.9

5
4
9
9
3
9

51

44

48

44

46

*
*
8
8
8
8

38

40 13

38 10

40

45

42

7
3
0
7
7
9

See footnotes at end of following table.

3
3
7
5
4
3
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1
Table S.5.2.-Terms on Congentional Home Mortgage Loans Made : National Averages for Savings and Loan Associations ¹

Period

Contract

Interest

rate 2

(per-

cent)

Percentage distribution of estimated number

ofloans by loan -to- price ratio class
Initial

fees and
Effec-

tive Term to
Loan

amount

Pur-
chase

Loan-

to- price

charges ' rate maturity
(per- (per- (years)

(thou-
price ratio

(thou-

cent) cent)
sands)

(per-

sands) cent)

70.0

percent

70.1-

80.0

80.1- Over

or less percent

90.0

percent

90.0

percent

Purchase of newly built homes

1975 . 8.78 1.62 9.05 27.8 34.1 44.9 77.4

1976 . 8.79 1.55 9.04 28.1 36.6 48.6 76.8

1977. 8.81 1.43 9.04 28.4 41.1 54.6 77.0

1978 . 9.32 1.51 9.58 28.6 46.0 61.9 76.0
2
2
2
2

25

23

NA

4
3
9
2

44

43

46

NA

2
2
2
2

21 13

21 11

21 10

ΝΑ NA

1978

June 9.27 1.50 9.52 28.6 45.3 61.1 75.8 28 42 21

July. 9.34 1.47 9.59 28.4 44.2 60.0 75.5 ΝΑ NA NA

Aug. 9.48 1.58 9.75 28.8 46.4 63.0 75.5 NA NA NA

Sept 9.55 1.51 9.80 28.7 47.3 64.1 75.7 NA ΝΑ NA

Oct 9.61 1.52 9.86 28.7 48.5 64.9 76.2 NA NA NA

Nov. 9.65 1.58 9.92 28.7 48.5 66.0 75.2 NA NA NA

Dec. 9.79 1.60 10.06 28.5 48.4 65.7 75.8 NA NA

3颈

NA

NA NA

1979

Jan 9.87 1.69 10.15 28.8 49.0 66.3 75.8 ΝΑ NA

Feb 9.95 1.70 10.24 28.7 48.8 67.0 74.7 NA NA

Mar 10.00 1.79 10.30 28.9 49.2 66.4 76.0 NA NA

Apr 10.06 1.86 10.37 29.1 51.6 69.7 76.2 NA NA

May. 10.19 1.72 10.49 28.8 52.8 73.2 74.1 NA NA

June 10.42 1.67 10.71 29.1 53.5 73.5 74.9 NA NA

1
1
1
1
1
1

NA NA

NA NA

NA NA

NA

NA

NA NA

Purchase of previously occupied homes

1975 . 9.05 1.40 9.28 25.1 27.7 37.4 75.6

1976 . 8.94 1.34 9.16 25.6 30.3 40.8 76.2

1977 . 8.86 1.32 9.08 26.6 35.1 46.9 76.8

1978. 9.43 1.40 9.66 27.1 39.2 52.5 76.7

2
2
2
2

25

24

NA

୬
୫
୫
୫

50

50

50

NA

2
2
2
2

20

21

6

NA ΝΑ

1978

June . 9.36 1.37 9.59 27.2 39.8 53.4 76.7 24 46 23 7

July. 9.48 1.43 9.72 26.9 37.9 50.9 76.6 NA NA NA NA

Aug 9.62 1.43 9.86 27.0 39.1 52.9 76.3 NA NA NA NA

Sept 9.70 1.43 9.94 27.3 41.1 55.5 76.4 NA NA ΝΑ NA

Oct 9.73 1.41 9.97 27.4 39.8 53.7 76.5 NA NA NA

Nov. 9.79 1.47 10.04 27.3 41.9 56.3 76.5 NA NA NA

Dec 9.94 1.49 10.19 27.4 41.9 56.1 76.6 NA NA NA

3
3
3
3

ΝΑ

1979

Jan 10.08 1.55 10.35 27.5 42.5 57.4 76.4 NA NA NA NA

Feb 10.16 1.61 10.44 27.1 42.1 56.5 76.5 NA NA NA

Mar 10.26 1.64 10.55 27.5 42.6 56.9 77.1 NA NA NA

Apr 10.32 1.58 10.60 27.7 45.0 59.9 77.2 NA NA ΝΑ NA

May. 10.39 1.59 10.67 27.9 44.9 60.0 76.8 NA NA NA NA

June 10.52 1.57 10.80 27.8 45.5 61.3 76.2 NA NA NA NA

' Savings and loan associations , mortgage bankers , commercial banks , and mutual

savings banks.

'The estimated cost of mortgage insurance has been deducted from the contract

rate forthe relatively small number of loans including such costs in the rate.

' Includes any general or specific charges paid by the borrower , or seller, in order

to obtain a loan , except those for mortgage , credit , life , or property insurance, for

property transfer , and for title search and insurance.

' Contract rate plus initial fees and charges amortized over a 10- year period , on

the assumption that , on the average , loans are prepaid at the end of that time.

Note: Data are weighted averages compiled by the FHLBB in cooperation with the

Federal Deposit Insurance Corporation from individual loan data reported by a sam-

ple of the indicated types of lenders on fully amortized conventional first mortgage

loans secured by single -family residential property ; excluded are interim construc-

tion loans , refinancing loans, junior liens, and federally underwritten loans.
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Table S.5.3 .-Mortgage Debt Outstanding, by Type of Property and Mortgage

(In millions of dollars)

End ofyear

and quarter

Propertytype

Nonfarm

Residential

Mortgagetype '

Total

Farm

Total

Total

1-to 4-

family
homes

5 or

more

units

Com-

mercial

FHA/VA-

under-

written

Conven.

tional

1973 .

1974

1975 .

682,321 641,068

742,512 696,224

801,537 750,660

509,343 416,211

549,347 449,371

591,362 490,761

93,132 131,725 41,253 135,044 374,716

99,976 146,877 46,288 140,212

100,601 159,298 50,877 146,984

409,576

445,085

1976

1st .

2d

3d

4th

818,420 766,220 605,037

840,533 786,740 622,691

865,639 810,174 642,644

889,202 832,171 660,961

503,255

519,790

101,782 161,183 52,200 148,311 456,726

102,901 164,049 53,793 150,548 472,143

538,771 103,873 167,530 55,465 150,801 491,843

556,456 104,505 171,210 57,031 154,146 506,815

19772

2d

3d

5
0
0

1st .

4th

911,679 852,491 678,511

949,017 887,108 709,339

986,527 922,529 740,198

1,023,505 957,681 768,407

573,174 105,337

601,742 107,597

630,500 109,698 182,331

656,566 111,841 189,274

173,980 59,188

177,769 61,909

155,697 523,357

158,652 548,704

63,998 161,564

65,824

575,163

161,739 601,660

19782

1st .

2d

3d

4th

1,051,908 983,843

1,092,451 1,021,575

1,133,988 1,059,457

1,172,261 1,096,098

790,488 676,573

822,649 706,230

853,713 734,590

883,536 761,535

113,915 193,355

116,419 198,926

68,065 165,253 624,509

70,876 167,440 650,252

119,123 205,744 74,531 174,663 671,855

122,001 212,562 76,163 176,377 705,168

' FHA/VA- figures are from Federal Housing Administration and Veterans Ad-

ministration . Conventional data include farm mortgages regardless of mortgage

Revised.

type.

Note: Except as noted all data are estimates , subject to revision , made by Federal

Reserve in conjunction with FHLBB and Department of Commerce from data

reported by various institutional and Government sources.

Table S.5.4.-Mortgage Debt Outstanding on One- to Four -Family Nonfarm Properties by Type of Holder

(In millions ofdollars )

End ofyear

and quarter
Total

Savings

and loan

associations '

Life

insurance

companies

Mutual

savings

banks

Federal and related agencies
2

Commercial

banks

FNMA2

Mortgage

pools or

trusts 3

Other

holders

FHLMC Other

1973. 416,211 187,078 20,426 48,811 67,998 20,370 2,446 4,334 13,636 51.112

1974. 449,371 200,987 19,026 49,213 74,758 23,778 4,217 5,422 18,639 53.331

1975 . 490,761 223,903 17,590 50,025 77,018 25,813 4,588 7,475 28,081 56,268

1976

1st 503,255 230,395 17,160 50,553 78,974 26,262 4,247 7,454 30,907 57,301

2d . 519,790 240,976 16,855 51,326 81,281 26,112 4.166 5,749 34,322 59,003

3d 538,771 251,553 16,448 52,250 83,938 27,030 3,917 5,542 37,569 60,524

4th 556,456 260,794 16,088 53,089 86,234 26,934 3,889 4,701 42,084 62,643

1977

1st 573,174 269,821 15,699 53,502 88,691 26,836 3.200 4,109 47,123 64,193

2d . 601,742 284,414 15,418 55,000 94,899 27,933 2,901 4,403 50,219 66,555

3d 630,500 298,428 15,022 56,313 100,474 28,178 2,818 4,285 55,634 69,347

4th 656,566 310,686 14,727 57,637 105,115 28,504 2,738 4,471 60,573 72,115

19784

1st 676,573 320,064 14,476 58,747 108,699 30,208 2,785 3,426 63,427 74,741

2d 706,230 334,164 14.129 59,895 115,389 32,974 1,856 3,316 67,054 77,466

3d 734,590 345,617 14,189 61,104 121,911 35,437 1,994

4th 761,535 356,156 14,449 62,283 126,896 37,579 2,407

3,849 70,485

3,655

80,004

75,789 82,321

'See notes to S.4.7.

* Except for balances backing securities insured or guaranteed by the agencies.

Included in other , are Veterans Administration , Federal Housing Administration ,

FarmersHome Administration , and Federal Land Banks.

Balances backing securities insured or guaranteed by Government National

Mortgage Association , FHLMC , and Farmers Home Administration.
'Revised

Note: Data , except for savings and loan associations, are partly estimated by

Federal Reserve from data collected by Federal agencies and private organizations.
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Table S.5.5.- Mortgage Debt Outstanding on Nonfarm Residential Property with Five or More Units

(In millions ofdollars)

End of year
Total

and quarter

Savings
and loan

associations '

Life

insurance

companies

Mutual

savings
banks

Commercial
Federal and related agencies ' Mortgage

banks
pools and

Other

holders
FNMA GNMA Other trusts '

1973.. 93,132 22,779 18,451 12,343 6,932 3,805 2,574 1,650 616 23,982

1974. 99,976 23,808 19,625 12,923 7,619 5,800 2,598 2,542 785 24,276

1975 100,601 25,547 19,629 13,792 5,915 6,011 2,710 3,594 1,263 22,140

1976

1st 101,782 25,937 19,565 13,699 6,981 5,920 2,733 3,433 1,699 21,815

2d . 102,901 26,812 19,367 13,674 8,130 5,916 2,392 3,739 1,676 21,195

3d 103,873 27,497 19,234 13,915 8,144 5,932 2,582 3,871 1,784 20,914

4th 104,505 28,425 19,178 14,177 8,082 5,970 2,271 4,072 1,910 20,420

1977

1st 105,337 29,187 18,921 14,291 8,115 5,994 2,343 5,864 2,314 20,294

2d 107,597 30,503 18,891 14,602 8,542 5,985 2,258 4,132 2,405 20,279

3d' 109,698 31,581 18,831 14,952 8,815 5,970 2,077 4,314 2,682 20,476

4th '. 111,841 32,513 18,807 15,304 9,215 5,865 2,112 4,398 3,089 20,538

1978

1st 113,915 33,592 18,851 15,598 9,387 5,821 2,343 4,628 3,368 20,327

2d 116,419 34,351 18,745 15,900 9,925 5,779 2,361 4,183 4,271 20,904

3d 119,123 35,362 18,803 16,224 10,478 5,752 2,663 4,462 4,260 21,119

4th 122,001 36,057 19,026 16,537 10,906 5,732 2,632 6,730 4,966 21,390

'See notesto table S.4.7.

' Except for balances backing securities insured or guaranteed by the agencies.

Included in other are Veterans Administration , Federal Housing Administration ,

Farmers Home Administration , and Federal Land Banks.

' Balances backing securities insured or guaranteed by Government National

Mortgage Association , FHLMC , and Farmers Home Administration.

Note: Data , except for savings and loan associations, are partially estimated by

Federal Reserve from data collected by Federal agencies and private organizations.
'Revised .

All types of mortgages

Numberof mortgages foreclosed

Period

Number

Percent of average

No. of mortgages held

Actual Annualized'

Amount

($ millions)

Balance due on mortgages foreclosed

Percent of average

Mortgage balances held

Actual

Table S.5.6 .-Foreclosures ' by FSLIC-Insured Savings and Loan Associations Classified by Type of Mortgage

FHA/VAmortgages

Numberof mortgages foreclosed

Number

Annualized'

Conventional mortgages

Numberofmortgages foreclosed

Percent of average

No. of mortgages held

Actual Annualized²

Number

Percent of average

No. of mortgages held

Actual Annualized'

1973

Jan.-June 13,015 .108 216 292.8 .140 .280 5,324 .052 .104 7,691 .406 812

July-Dec 12,260 .100 200 283.8 .128 256 5,315 .051 .102 6,945 .364 .728

1974

Jan.-June . 11,936 .095 .190 329.2 .142 284 5,359 .051 .102 6,577 327 .654

July-Dec 12,294 .097 .194 385.4 .160 .320 6,586 .061 .122 5,708 .296 592

1975

Jan.-June 12,823 .101 .202 520.5 .209 .418 7,727 .071 .142 5,096 266 532

July-Dec.. 12,156 .094 .188 565.4 215 .430 7,811 .071 .142 4,345 .225 .450

1976

Jan.-June 11,560 .087 .174 594.7 211 422 7,993 071 .142 3,567 .185 .370

July-Dec.. 10,982 .081 .162 534.6 .176 352 7,807 .067 .134 3,175 .168 .336

1977

Jan.-June . 10,540 .076 .152 458.2 .139 .278 7,045 .059 .118 3,495 .189 .378

July-Dec... 9,360 .065 .130 409.7 .114 .228 6,423 .051 .102 2,937 .162 .324

1978

Jan.-June 9,029 .061 .122 410.9 .106 212 6,321 .048 .096 2,708 .152 .304

July-Dec.. 8,473 .056 .112 312.5 .076 .152 5,893 .044 .088 2,580 .151 .302

' Foreclosures include deeds in lieu of foreclosure and are reported as of the date
the judgment IS obtained , even if subject to a redemption period.

' Foreclosure rates for semiannual periods expressed at annual rates without

seasonal adjustment.

Note: FHLBB data .
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Housing Markets

Table S.6.1.-Indicators of Housing Activity

(In thousands of units except for last column which is in millions of dollars)

Private housing units started 2

Region Type ofstructure

Private nonfarm

starts financed

byGovernment

New con-
New

struction
private New

Period¹ U.S.

total

home programs
housing homes
units

put in

place:

North-

east

North

central South West 1 unit

2-4

units

5 units

or more

sold "
author-

FHA VA ized 2

total

residential

buildings

1975 . 1,160.4

1976. 1,537.5

149.2

169.2

1977. 1,974.8 193.9

294.0 442.1 275.1

400.1 568.5 399.6

448.9 787.0 545.0

892.2

1,162.4

1,441.1

64.0 204.3

85.9 289.2

122.3 411.5

69.1 73.7 939.2 549 46,472

81.0 99.9 1,296.2 646 60,520

131.4 218.1 1,690.0 819 80,353

1978

June . 2,093 212 474 869 538 1,439 143 511

July. 2,104 219 465 861 559 1,455 134 515 104

Aug. 2,004 217 419 803 565 1,431 137 436 101

Sept 2,024 233 448 808 535 1,432 112 480

Oct 2,054 206 432 879 537 1,436 135 483 107

Nov. 2,107 186 526 852 543 1,502 150 455

Dec. 2,062 236 447 786 593 1,529 121 412

8
8
8
8
8
8

128 1,821 831 95,357

122 1,632 789 95,888

117 1,563 785 95,011

93 125 1,731 796 94,249

135 1,727 962 93,594

132 1,724 803 95,784

79 133 1,664 819 96,945

1979

Jan 1,679 275 245 745 414 1,139 124 416 97 126 1,349 748 92,188

Feb. 1,381 168 184 614 415 953 76 352 89 127 1,334 663 94,092

Mar. 1,786 177 363 794 452 1,266 116 404 119 121 1,531 (5) 94,759

Apr

May.

June .

1,745 160 354 690 546 1,273 115 349 101 113 1,435 725 95,992

1,830 168 405 762 495 1,226 122 506 103 116 1,523 726 95,478

1,935 188 373 896 478 1,281 126 528 114 126 1,552 (5) 97,043

1¹ Monthly data are seasonally adjusted annual rates.

2 Bureau of the Census, Department of Commerce ; figures are based on 13,000

permit-issuing places beginning 1967, 14,000 permit -issuing places beginning
1972.

3 Bureau ofthe Census , Department ofCommerce.

* Department of Housing and Urban Development .
"Not available.

•Preliminary.

Table S.6.2 .- Inventory of Unsold Homes Table S.6.3.-Rental Vacancy Rates for the United States and

Major Regions
New homes for sale

(in thousands of units)

End of

month Stage of construction As ratio

Yearand

quarter

United

States

North-

east

North

central
South West

ofnew

Total
Com-

pleted

Under

con-

struction

homes
Not

started

New series ¹2

sold dur-

ing month

1975. 6.0 4.1 5.7

1976. 5.6 4.7 5.7

December 1977. 5.2 5.1 5.1

1978. 5.0 5.0 5.0
1975.. 316

1976. 358

1977 . 408

1978. 421

8
8
8
8
8

87 178

87 215

87 256

98 260

5
6
6
8

5
8
5
8
3

7.7 6.2

6.4 5.4

5.7 5.0

6.0 5.2
50 NA

NA

NA

63 NA
1978

1978

May 408

June . 422

July. 420

Aug. 421

Sept 419

Oct 414

Nov. 422

Dec. 419

D
3
3
8
2
3
5
8

79 259

262 78

265

90 264

94 262 63

94 260

97 266

99 258

2
8
8
8
2
2
0
0

70 5.1 1st 5.0 4.8 5.3 5.4 4.4

5.5 2nd . 5.1 5.5 5.7 7.3 6.7

72 6.2 3d . 5.0 5.1 4.4 5.3 4.8

67 5.9 4th 5.0 4.5 4.6 5.8 4.9

6.2

60 5.9

60 7.9 1979

62 8.3

1st 4.8 4.0 5.0

1979 2nd . 5.0 3.9 4.8

5
5
5
5

5.5 4.5

6.1 5.1

Jan 408

Feb. 393

Mar (old

series) 403

Mar (new

series) 416

Apr 417

May 425

8
5*

1
8
8

99 246

97 231

94 234

94 240

90 246

252

0
0
0
0
0
0
0

62 7.8

65 6.8

75 5.5

' Revised to include vacant , for-rent units classified as dilapidated .

'Average offour quarters as published by Bureau of Census.

Note: Bureau of the Census, Department of Commerce.

82 5.7

81 5.7

85 6.1

Note: Bureau of the Census , Department of Commerce, and Department of

Housingand Urban Development . Detail may not add to total because of rounding.
¹Revised.
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