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A New Day Dawns for

the Savings and Loan Industry

Editor's Note: The following is the text ofthe speech

delivered by Chairman Richard T. Pratt ofthe Federal

HomeLoan Bank Board at the Eighty-Ninth Annual

Convention of the United States League of Savings

Associations in New York City on November 10 , 1981 .

It is a great pleasure to be here today. It has been many

years since I addressed a general session or a general con-

vention of the U.S. League. Indeed , it has been many

years since the days when I was with the League and the

times I spent with my good friend John Stafford going

out and giving the economics message at that time. John

and I spent a great deal of time in economic forecasting,

trying to provide you with an accurate look at the future,

and I think that we won a hard-earned reputation .

The problems ofthe thrift industry are better known to

you than to Mr. DiPrete and me. The difficulties associ-

ated with the savings and loan business at this time are

certainly the most difficult since the 1930s . However, look-

ing at the long- run possibilities for this business , we think

the outlook has to be a very bright one at this time.

What is the attitude and role ofthe Federal Home

Loan Bank Board and the job which we have to do at this

time? I think two things can be stated as fundamental

priorities: One is to serve this country, this industry, and

the consumer in such a fashion that the thrift industry

which we regulate can provide financial services on a

business-like and profitable basis, regardless of the busi-

ness cycle and the behavior of interest rates. I believe

the present circumstances we're experiencing underscores

the great need to get to that position where, as interest

rates fluctuate, you will have the ability to continue to

serve your markets and have the expectation of earning a

reasonable profit through the provision of excellence in

financial services .

The second priority is that, given the present problems

ofthis industry, it shall emerge as a viable, competitive,

healthy industry which can take its place alongside other

regulated industries and non- regulated providers of

financial services and continuously maintain its position

in the financial markets of this country and in the provi-

sion ofhousing finance and general financial services .

In setting out to meet these general goals of the Bank

Board, attention is paid to three more specific goals that

our programs are oriented toward achieving. The first of

these is to provide you with an opportunity of having a

reasonable balance in the mix of your assets and liabili-

ties . The days seem forever gone when financial manage-

ment was not needed in your institutions and when you

could ignore the maturities and circumstances associated

with the two different sides of the balance sheet.

In attempting to move in this direction, the Bank

Board has already been quite active in this program for

the last six months . Mr. DiPrete and I have tried to pro-

vide additional tools which, over a period of time, will

greatly enhance that ability to manage assets and liabili-

ties . The first of these, of course, is the provision ofthe

variable rate mortgage which allows you to adjust interest

rates on mortgages as interest rates increase or decrease.

If we are to have periods of volatile interest rates , this will

be an indispensable tool in your asset portfolio and one

which can make the difference in a period of rising inter-

est rates between maintaining profitability in operations

and experiencing substantial losses.

Wehave heard comments on all sides of this regula-

tion, of course. We believe that you can best determine

what the terms and conditions of such mortgages should

be in conjunction with your borrower. We could easily go

back to the old days and to the historical reflection that

regulation has probably been to spell out in great detail
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what a variable rate mortgage should look like and how it

should work.

In fact, in dealing with the staff originally on this , I

believe some of that earlier orientation was expressed to

me. I said this regulation should say that savings and loan

associations shall be allowed to make variable rate mort-

gages on a fair and equitable basis. I said, " That seems

like a good direction to go; let's take another cut at it. "

The variable rate mortgage regulation and the other

mortgage regulations, which Mr. DiPrete and I have pro-

mulgated, allow you to make any profitable, appropriate

mortgage that appears to serve the interests of your

customers and the interests ofyour association. I know

that that may have been of little comfort to you in the last

few months , given the conditions under which you have

been operating. But we should remember that even this

shall pass away and you will be back in the business of

housing America and making mortgage loans as one of

your primary areas of activity. I think you will find those

tools to be extremely powerful and extremely helpful .

In addition, we have deregulated other mortgage lend-

ing aspects. As you know, we have taken a position on

balloon loans-to provide balloon loan authority similar

to national banks; especially given the controversy ofthe

due-on- sale clause, we think this is going to be an impor-

tant instrument which will be well received in the second-

ary market.

In looking at the balance between assets and liabilities

and the ability to manage, the need to gain flexibility and

have freedom of choice should not be underestimated.

The savings and loan business as previously existed—I

am quoting my good friend Lee Kendall-in my opinion

died some time ago, but it is now being reborn, and it will

be reborn in a more competitive environment, an envi-

ronment that requires decision-making of a more sophis-

ticated nature, a more complete management of assets

and liabilities , and this needs to remain profitable over

business cycles .

Ifwe look at small commercial banks with assets of less

than $ 100 million-which are very much like many sav-

ings and loan associations in many regards—the spread

between the earnings on their assets and the cost of their

funds in 1977 was 3.74 percent. In 1978 it was 3.96 percent.

In 1979 , it was 4.19 percent. In 1980, it was 4.32 percent.

Now, let's look at return on assets for those institu-

tions for those same four years: it was 98 basis points the

first year, the second year 104 basis points, the third year

115 basis points and, in 1980 , 119 basis points . I need not

recite the return on assets for savings and loan associa-

tions to give you some comparison between the two.

Now, the Bank Board is not suggesting that you

become commercial banks, but I am pointing out that I

think the managers sitting in this room are every bit as

capable, intelligent, willing to serve, and hard working as

commercial bank managers. And when I look at the dif-

ference between 119 basis points in 1980 and an improved

profit level of this year versus what the savings and loan

business will experience, it appears to me that the expla-

nation must fall to a very large extent in the freedom of

operation, the ability to match assets and liabilities , and

the freedom to choose the financial markets and services

in which the company will engage.

It is our opinion that the savings and loan business and

its managers need that freedom and that the race cannot

be run with one hand tied behind your back. We are

aggressively and diligently pushing to give you that

freedom.

You maychoose to operate as savings and loan asso-

ciations, as you always have, and you may make an excel-

lent profit doing so, but the choice should be yours , not

the legislators or the regulators . It should be in the hands

ofmanagement.

In proposing this type of restructuring and additional

powers, we have been told, " But there are too many

problems to do this at this time; there are too many

short-run problems; we can't look at the long-run struc-

tural needs and the long-term viability of this industry. "

The President's statement, in my opinion, is the best

possible response to that. He, of course, was talking

about the total economy, but I think it applies equally

well to this industry when he said, " If not us, who, and if

not now, when? " This is the time to get our house in

order for profitability and service in the decades ofthe

1980s and 1990s and every year and every month of delay

in having the viability, the structure, the powers that are

needed is another delay in getting back to competition, in

getting back to being a significant entity in the American

economic system.

In addition to the asset-liability management powers

and freedoms, the Bank Board has also been active in the

area ofreducing regulatory constraints . The Bank Board

has delegated to the District Federal Home Loan Banks

substantial authority for mergers, other applications , and

other processing. We expect and will require that these
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delegations result in a more expeditious processing of

your needs.

We have taken two deregulatory steps which I think are

of substantial importance and benefit. The first of these

is the amortization of loan losses . One of the major prob-

lems which we all understand and face is the existence of

a great number of low-yielding loans in your portfolios .

To the extent that these provide an illiquid burden that

reduces the ability of management to make intelligent

decisions, wethink that rules which require that situation

do not make sense and are not helpful to the public or to

the industry.

In that regard, we have promulgated a regulation

which allows you to sell old low-yielding mortgage loans

and amortize the loss over a period of time. The purpose

of that regulation was several-fold: One, to provide bet-

ter asset-liability balance where you have alternative

investments which will reduce interest rate risk; two, to

allow you to liquefy old mortgage loans where new profit

opportunities would exist for the reinvestment of funds;

and, three , to allow you to take advantage of tax laws

where available to recover income taxes paid.

Those are all legitimate, valuable and extremely pro-

ductive possibilities for your institutions. The regulation

was not promulgated to provide illusory profits , and the

Bank Board does not support—and it will deal with—

programs which are designed perhaps to sell a package of

8 percent mortgages , repurchase an identical package of

8 percent mortgages, amortize the purchase discount over

sum of digits or accelerated methods or short-term

straight-line method, while amortizing the loss over the

remaining maturity of the loans. This was not anticipated

as far as this regulation is concerned, and the Bank Board

will take steps to see that that situation does not exist.

Deregulation— the additional freedom-generates a

requirement on both parties . The requirement for the

Bank Board is to meet its responsibility for giving you the

freedom to operate; your responsibility is to use this in

a manner that maintains the credibility and integrity of

the financial institution.

The second area which can be extremely useful in this

period ofproblems and earnings difficulties is the good-

will purchase accounting or the movementto GAAP that

will be highly useful to the industry. This movement will

allow institutions which have the ability to survive and

which have the financial wherewithal to take over other

institutions which may provide an attractive extension of

their markets— a combination that will better serve the

public- to do so without an adverse effect on earnings.

Again, this was not designed, nor will it be allowed, to

create with mirrors factors that do not reasonably exist.

The Bank Board will not look with favor on the issue of

the minnow swallowing the whale sort of circumstance.

There are responsible and appropriate uses for purchase

accounting. We will look closely at these transactions as

they occur to see that, in fact, the institution resulting

makes sense and has the management ability and the via-

bility to operate successfully.

The process of deregulation and turning to manage-

ment for the decisions to operate this industry will, of

course, be a learning experience both on your part and on

the part of the Bank Board. It can be productive and use-

ful to all parties concerned .

Let me speak about some ofthe philosophies and

issues ofthe Bank Board at this time. One responsibility

which I believe tthe Bank Board has is to reduce any

damage or temporary damage which may occur from the

present period of high interest rates; in promulgating

regulations , promulgating deregulation and allowing new

operating authorities, the Bank Board deals not only with

institutions which are healthy but also with those institu-

tions that are most troubled.

As you are well aware, the approach of the Bank Board

has been generally confined to healthy, successful part-

ners who can merge with the troubled institution and con-

tinue to provide the financial services and the continuity

in the community. This has been done smoothly and has

been done with a total maintenance of public confidence.

I believe that our regulation staff at this time is the finest

the Bank Board has ever had , and we rely heavily on Mr.

Vartanian, Mr. Beesley, and Mr. Croft, as well as other

senior staff of the Board . We believe they are doing an

excellent job in dealing both with the difficulties and the

normal business of the associations .

It should be understood that the Bank Board has no

philosophic desire to change the face of American thrift

institutions . One of the powers which this Board has, as

you know , is the power to accomplish interstate mergers .

We believe that this power provides an excellent tool to

maintain the public confidence and the strength of this

industry.

There are some problems that cannot easily be dealt

with without the exercise of that power. If you look at the

record of the Bank Board in the six months since Mr.
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DiPrete and I have constituted the Board, you will see we

have approved one interstate merger. This was the West

Side-Washington-Citizens transaction. That transaction

took two institutions , which were probablythe most fre-

quently and negatively mentioned institutions in the

media in the United States, and turned them into a

healthy, successful institution, having approximately

$300 million net worth. In my opinion, that transaction

benefitted each person sitting in this room because it gave

the message that this industry can deal with its problems ,

that adversity can be turned into opportunity, and that

individuals need not worry about moving their funds

from your institutions because there are mechanisms and

vehicles existing to deal with those circumstances.

This merger saved billions of dollars in savings flows to

this industry. We have not taken a similar transaction

since then. We have resolved many problems on an intra-

state basis and will continue to do so where feasible. The

interstate power is an important power to us and it is an

important power to you . It is absolutely vital that the

public confidence be maintained in this industry, and

that, as we come through this difficulty, there is a percep-

tion of an ability to handle problems and get back to the

competitive world. Therefore, we will use this power as it

is necessary. We have no desire to create nationwide

operations as a result of some philosophy of the Bank

Board. We will not at this time engage in interstate

mergers of healthy associations . We will use the power

sparingly and in the public interest.

In our attempts to facilitate mergers for weaker asso-

ciations, we are often confronted with stockholders who,

quite naturally, desire some consideration for their stock .

We understand these stockholders have invested in an

S&L with a desire to serve their communities and hous-

ing, and that they have a reasonable expectation of a

profit on their investment. But stockholders' equity is

risk capital . If FSLIC assistance is required to facilitate a

merger, by definition, there is no value for the stock-

holders' equity. This policy has nothing to do with any

desire to " punish" stockholders, as some have reported .

It is only a logical application of the long- established

rules of risk allocation.

As a corollary to this point, in order to merge a mutual

into a stock, as was the case when Washington and West-

side were merged into Citizens , the Bank Board must

make a finding that there is no net realizable value for the

mutual account holders . To provide consideration to

stockholders of a stock association, either directly from

the FSLIC or indirectly from the surviving association

receiving assistance from the FSLIC, would make a

mockery of the Board's finding that there is no net

realizable value to the mutual account holders when a

mutual association is merged.

Since the FSLIC will do all it can to facilitate intrastate

mergers that do not require assistance, stockholders may

have the opportunity to negotiate with the acquiring

association for some value for their stock. Remember,

however, the Bank Board will not approve interstate

mergers for the purpose of enhancing stock value, just

for the purpose of preserving the FSLIC fund.

If the supervisory agents are not successful in finding a

merger partner within the same state to take the weak

institution without FSLIC financial assistance, then the

supervisory agent may seek an out-of-state acquirer. For

this reason, we encourage any who are interested in

making interstate acquisitions to let your desires be

known to the supervisory agents in the area into which

you desire to expand. You may also want to let the

FSLIC know, preferably in writing. All interstate trans-

actions will be reviewed by the FSLIC and must be

approved by the Board.

In terms of inter- industry, especially among financial

institutions, this responsibility lies outside of our realm

and primarily with the Federal Reserve Board.

However, both of these issues require the most

thoughtful consideration on your part, and immediate

and intuitive reactions should be rejected . Careful

thought should be given to the future direction of this

industry and to what will be the healthiest profile for the

industry in years to come. Too often we react to short-

run problems with solutions which may or may not be

helpful in the short run; we do so without a vision of

long-run direction for the industry.

Another issue of current importance to you is the

deregulation of savings accounts and the actions ofthe

DIDC. This is an area of great interest and we all have

paid very close attention to it.

I believe the charter of the DIDC was somewhat mis-

stated in the sense that a reasonable and useful charge for

that organization would have been to develop competi-

tion among the providers of financial services in an

orderly fashion. Unfortunately, the charge of the DIDC
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was to promote competition in the purchase of savings

and deregulation of interest rates paid on savings

accounts. I believe that charge to be in the public interest,

and the consumers are certainly entitled to a fair and

competitive return on their savings . However, giving the

DIDC the authority to deal with only the liability side of

the balance sheet exacerbated the problems of this indus-

try and provided no relief in giving you new authority on

the asset side or even in allowing new authorities on the

liability side .

Commercial checking accounts provide a substantial

competitive handicap to the S&L industry in the competi-

tion for funds. It is most interesting that the DIDC is

charged with the deregulation of interest rates on the

liability side but has no authority to allow you to offer

checking accounts to commercial or government cus-

tomers .

You mayhave noticed that the Bank Board took an

aggressive position in terms ofwho could receive NOW

accounts and earn interest on checking accounts . We

were immediately sued by the ABA, which was joined by

the Federal Reserve, and the courts found the law pro-

hibited the interpretation which we had suggested . This

seems to meto be clearly outside the public interest-

barring this major sector from accessing those funds

that are very stable in the aggregate and are relatively low

cost. We will continue to carry that message forward.

As you know, the DIDC recently reversed itself on the

increase in passbook rates .

The IRA/Keogh accounts will be a very important

source of funds to this industry, if handled correctly. A

vehicle is needed to access IRA/Keogh funds. They are of

a stable nature, which makes tremendous sense for use by

this industry.

As you are aware, in the DIDC meeting I suggested that

the provision of an IRA/Keogh account be pegged to the

U.S. Treasury rates . This was rejected at the time the

IRA/Keogh account was approved . It is my intention to

return to the DIDC suggesting again that we have a

pegged account allowing sufficient freedom for you to

maintain and, where possible, increase your market share

in these accounts while not running the risk of being

exposed to extremely high and unreasonable interest rates

while others acquire some ofyour market share in the

early phases of the universal IRA/Keogh. We will work

diligently in that regard .

There is a financial revolution , not an evolution . We

must be on guard to see that the revolution does not

devour its children. There are many common interests

that must be pursued . This industry must have a vision of

its own future and work diligently for that future .

We should separate the major from the minor issues .

The DIDC may appear to be a major and an overriding

issue at this time. However, the DIDC, at best, will be a

footnote in the history of financial regulation. There

needs to be a comprehensive program to place yourself in

a position that will serve the financial needs of the

coming years.

The development ofthe computer has forever changed

the world. The ability to move funds to and from the

most remote positions of this country or this world will

always be with us. When interest rates come down,

money market mutual funds and the sophisticated ability

to handle funds will not disappear. We need to decide

upon a role for this industry and work together in achiev-

ing that goal.

We must not turn our lobbying-persuasive powers-

or our cannons on empty fields. There needs to be an

overall comprehensive program to achieve the structure

and viability which will assure the success of this indus-

try. We have many friends in this regard .

The President's program is designed to get interest

rates down and to halt inflation. We have received good

support from the White House . You have another excel-

lent friend in the White House in the person ofEd Gray.

He has spoken for this industry and works for you con-

tinually, and you should appreciate his efforts.

Other people have dealt with us equitably and reason-

ably. Paul Volcker, Chairman ofthe Federal Reserve,

from time-to-time has stood up and spoken out for

reasonableness and responsibility in regulation and you

should understand the support he has offered .

There is a major role ahead ofus. I am very much

enjoying the opportunity of working with you during

these difficult times . I am totally dedicated to the success

and viability of this industry. It is a great industry. The

finest people in the world are in the savings and loan

business . Together-regulator, the industry and the cap-

ability of you and your staffs-we will make this a

stronger, healthier, and more viable business than it has

ever been in the past.

Thank you very much. J
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Strategies for Assisting the Thrift Industry to

Creatively Cope with the Rapidly Changing

Financial Environment

Editor's Note: The following article,

developed under the direction of

Malcolm Draper, Jr. , Assistant to the

Chairman, was published and dis-

tributed in conjunction with a recent

Bank Board senior staff briefing. It

describes the overall strategies of

Chairman Richard Pratt and Board

MemberAndrew DiPrete with regard

to the future of the thrift industry and

summarizes several actions already

taken, as well as some of those con-

templated, in the furtherance ofthese

strategies . It is the Editor's belief this

information is of interest to the

public.

Introductory Statement

Thesystem ofhousing finance in

the U.S. is in the midst of great

change. Persistent inflation, high and

volatile interest rates, intensified

competition, and changing consumer

needs mean that traditional modes of

operation for S&Ls-in particular,

borrowing short to lend long-are

excessively risky and unprofitable. To

meet the social, economic and finan-

cial challenges of the 1980s, the S&L

industry must be prepared for a rapid

change in its structure and organiza-

tion. It is only by successful adapta-

tion to change that the long-run via-

bility of individual associations and

the S&L industry is assured .

Overthe past 150 years, the S&L

industry has acquired enviable exper-

tise in providing housing finance. The

Board intends to enhance this tradi-

tional role by increasing manage-

ment's flexibility of credit markets.

There have been many suggestions

for how this can be done. These

include becoming mini-commercial

banks, mortgage bankers, full service

financial centers, and real estate

developers and financiers.

This article outlines four major

Board strategies for assisting the S&L

industry in coping with the changed

financial environment.

Although our strategies do not

address housing directly, we believe

that pursuing these strategies will help

revitalize the housing markets of this

country. Thrifts must have the tools

and freedom to operate in such a way

that they can afford to take mortgage

lending risks .

The objective of this article is to

provide our employees and other in-

terested persons with an understand-

ing ofhow the Board has been and

will be focusing its efforts to enable

the S&L industry to emerge healthy

and strong from its present situation.

Richard T. Pratt

Chairman

"Action to enable thrifts to

adapt to this changed environ-

ment is imperative ifthrifts are

to capitalize on the opportunity

presentedbythe sizable de-

mand weprojectfor housing

finance over the next decade.

Florida Savings and Loan League,

September 21 , 1981

99
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Andrew A. DiPrete

Board Member

"Ibelieve the Boardshould

keep as itsprimary concern the

need to enable associations to

maintain a safe and sound

financialposition. "

Board meeting of

April 23 , 1981

1. Provide the Industry with the

Abilityto Compete in All Phases

of Financial and Economic

Cycles and to Become Strong and

Profitable

Thrift institutions should be able to

be profitable and continue to provide

housing finance and financial services

to the American public over periods

ofincreasing, stable, or decreasing in-

terest rates.

The Board believes that thrifts

must be given competitive parity with

other financial providers in order to

compete with both regulated and

non-regulated institutions. One

important aspect of such competitive

parity is broadened investment

powers allowing thrifts to reduce risk

by matching asset and liability matu-

rities . Thrifts must also be able to

make loans and other investments

that are as sensitive to interest rate

changes as are their deposit instru-

ments.

Intensive work has been done by

the Board in the design of a legislative

proposal entitled " Thrift Institutions

Restructuring Act, " which, if

enacted, will provide thrifts with

most ofthe powers and freedom nec-

essary to compete and improve prof-

itability. However, to assist thrifts

further, other recent steps have also

been taken by the Board such as:

• Authorization of a truly rate-

sensitive, adjustable mortgage loan

• Liberalization of restrictions on

balloon payment and reverse annuity

mortgages, and

• Arrangements with the Federal

Reserve Board for access to its dis-

count window by S&Ls.

2. Take Advantage of America's

Market Mechanisms to Provide

Solutions to Industry Problems

Over the last two decades, a num-

ber ofmarket forces have combined

to change the basic structure ofthe

thrift and banking industries . First,

the age ofconsumerism hastened in-

terest rate deregulation. Congress

recognized that consumers and savers

had the right to earn fair market rates

of interest and that competition in the

purchase ofthese funds was appro-

priate. The culmination of this new

flexibility in interest rates was the

Depository Institutions Deregulation

and Monetary Control Act of 1980.

At the same time as forces were

pushing toward interest rate deregula-

tion, other revolutionary devel-

opments were occurring that made it

clear that " business as usual' was

quickly becoming obsolete as a viable

mode ofrunning a profitable housing

finance business .

Already, the Board has taken a

number of actions to assist the thrift

industry in using market forces as

growth opportunities . It has urged

pre-emption of state restrictions on

the use ofdue-on- sale clauses which

skew the market forces by requiring

thrifts to accept below-market rates

on loans while subsidizing home

buyers . It recently authorized an

interstate merger among three S& Ls:

Citizens of California, West Side of

NewYork, and Washington of Flor-

ida. The Board also supported pas-

sage ofthe All Savers Certificate, and

took the following steps:

• Authorized amortization ofgood-

will, generated in mergers, up to 40

years, and

• Authorized the deferral and amor-

tization of gains and losses from the

sale ofmortgage loans and related

securities .
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3. Remove Regulatory

Constraints which Impinge on the

Freedom of an Association's

Management to Make Operating

and Business Decisions

Financial regulators in this country

have often undertaken decisions

which should be business decisions .

Frequently the regulators have im-

posed their own judgment on deci-

sions which have no impact on public

policy and significantly hinder effi-

cient management.

The Board believes this is not

appropriate regulatory behavior and

it is now trying to discourage indus-

try's dependence on regulations for

managerial decision-making. In order

to restore maximum feasible discre-

tion to the industry, the Board,

among other things, already has:

• Authorized significant expansion

of the ability of thrift institutions to

hedge their interest rate risk using

financial futures

• Expanded service corporation in-

vestment authority, and

• Expanded the ability to use in-

terstate remote service units .

4. Aggressively Seek to Improve

the Effectiveness of the FHLBB

and FSLIC

The Board (FHLBB) has been

actively engaged for the past several

months in examining our own poli-

cies, methods , and procedures so it

can be responsive to the needs ofthe

industry.

Towards this end, the Board has

recently increased the delegated

authority of the Federal HomeLoan

Banks to approve mergers and acqui-

sitions without referral of the applica-

tion to theWashington office. Like-

wise, the individual staff offices of

the FHLBB have adopted internal

processing guidelines for mergers to

avoid unnecessary review and further

speed up the processing.

Other examples of progress are the

development of a new system to fore-

cast potential failures and to estimate

costs to the Federal Savings and Loan

Insurance Corporation (FSLIC) for

alternative default prevention ac-

tions, as well as the initiation ofa

study to measure performance ofthe

District Banks .

"Whatthe industry, the Bank

Board, and Congress must do

now is recognize that the eco-

nomic environmenthas

changedpermanently, that the

savingspublic is more sophisti-

cated, that traditional barriers

among various types ofpro-

viders offinancial services are

falling, and that our regulatory

philosophies must change. '

Chairman Pratt, National

League ofSavings Associations,

October 14 , 1981

Planned Actions

Many additional actions will have

to be taken to insure that thrifts have

the management and financial tools

that will permit them to choose the

line ofbusiness they will be in and to

balance their portfolio. First and

foremost of these is a wholesale revi-

sion ofthe statutory authority gov-

erning thrifts .

★ Therefore, on October 5 , 1981 , leg-

islation drafted by the Federal Home

Loan Bank Board and endorsed by

the Administration was introduced

in Congress . Entitled the " Thrift In-

stitutions Restructuring Act"

(TIRA) , this legislation is designed to

provide thrifts with the following new

authorities:

• Corporate checking power

• Expanded consumer lending

• Commercial lending

• Increased service corporation

investment

• Freedom to choose stock or mutual

form

• Improved FSLIC conservatorship

and receivership powers

• Emergency Federal stock charters ,

and

• Emergency interstate mergers and

acquisitions.

★ Additionally, the Board is working

toward the adoption of regulations

that would:

Allow Thrifts to:

• Issue negotiable CDs

Engage in consumer leasing

• Offer insurance to the public, in-

cluding non-customers, through

their service corporation sub-

sidiaries

Liberalize restrictions governing the

following:

• Outside borrowings and bunching

of maturities by insured institu-

tions

Change-of- circumstances rule on

management interlocks

. MCC proxy rules

Speed-up processing of applications

by:

• Delegating more authority to the

District Banks for approving hold-

ing company, conversions , and

merger applications

Improving the applications track-

ing system

• Streamlining the conversion

process .

★Finally, in order for the FSLIC

premium structure to reflect the risk

exposure of an association, the Bank

Board is exploring optional methods

ofproviding insurance of

accounts. J
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Synopsis of the President's Housing

Commission Interim Report

byStephen Landrigan,

Office of Community Investment

LastJune, President Reagan

created a special Commission on

Housing. Its members, who include

developers , academics, and a former

Federal Home Loan Bank Board

Chairman, were asked to review the

many ways the Federal government is

involved in housing and to suggest

how that involvement could be made

more effective . The 25-memberCom-

mission has met several times since

then and has discussed issues ranging

from the role of Federal credit pro-

grams, to urban homesteading, the

rental market, the problems offirst-

time homebuyers , Federal tax policy,

and the future of public housing.

Recently, the Commission pub-

lished an interim report. Given the

vast scope of their assignment, the

Commission chose to focus this

report on the matter of federally sub-

sidized housing programs. This was

donein order to contribute to the

development of discussions within the

Administration, which is at work on

the FY 1982 budget. It is not meant to

indicate that the Commission con-

siders subsidized housing any more

important than, for instance, the

problems facing the thrift industry.

In fact, the Commission has made

it known that it plans to issue a

special second interim report in late

December or early January that will

address what it sees as a need for "a

more viable mortgage credit system in

the years ahead."

The Commission has identified

what it considers the three most im-

portant housing issues facing low-

income Americans: availability, ade-

quacy, and affordability. Of these, it

believes that affordability is the most

significant . Thus, it recommends

66

consumer-oriented housing assist-

ance grants as the primary program

for addressing the needs ofthe

poor." Such a program, states the

Commission, would both recognize

the validity of the government's role

in providing housing assistance for

the disadvantaged and does so by tar-

geting "scarce public resources on

those most in need. " In short, the

emphasis is on directing resources

toward people, not structures.

The Commission acknowledges

there may be some problems with

housing assistance grants . The short-

age ofhousing, as exists in some

markets, is the major concern. This is

especially so where low- cost housing

is in short supply. In other instances ,

substandard units may not be up-

graded sufficiently by owners to at-

tract tenants with housing assistance

grants.

Citing past Federal policies which

focus on structures, the Commission

feels that the government's money

has been used neither efficiently nor

to the benefit ofthose most in need.

Also, such building programs have a

history ofreflecting government

regulations more clearly than the

wishes or needs of the people most

affected . "Housing availability prob-

lems," states the report, " are best

solved by those at the state and local

level who know local market condi-

tions."

TheCommission offers four major

guidelines for achieving this:

• Reliance on the experience and

flexibility of state and local agen-

cies to finance and produce hous-

ing, including both rehabilitation

and new construction

• Tax policies to encourage housing

supply and preservation

• Access for the private sector to the

capital markets to insure the avail-

ability of mortgage credit and ap-

propriate secondary mortgage mar-

kets

• Encouragement of private initia-

tives and programs dealing with

the housing problems of the poor.

In recommending that the primary

Federal housing assistance program

for low-income families be redirected

towards housing assistance grants ,

the Commission also suggests that

future commitments to build addi-

tional units under Section 8 , Section

202 , or public housing be halted, at

least until the Commission can do

futher study. This proposal is based

on the observation that the " primary

housing problem today is inadequate

income: poor families simply cannot

afford decent housing." A con-

sumer-oriented assistance program ,

the report states , will reduce housing

costs for low-income families already

living in decent housing and will

allow others to move from inade-

quate to adequate housing. The

report cites HUD's housing allow-

ance payments experiments as suc-

cessful examples of this process .

The Commission intends to " inves-

tigate the possibility of recapturing

funds already committed for Section

8 New Construction and Substantial

Rehabilitation projects, where this

recapture is mutually agreeable" to

all those involved in the projects .

Present expenditures under Section 8

could be recycled into vouchers to

replace public housing authority

operating budgets. The report makes

it clear that it does not seek a sudden

end to public housing agency sub-

sidies . Such a step, it says, should be

carefully considered and include a

transition period to avoid hurting

either the agencies or their tenants.

Thechange-over to vouchers is ex-

pected to make adequate housing not

only more affordable, but also more

available. The Commission foresees

developments in seven key areas

which will facilitate this .

• New Construction within the

Community Development Block

Grant Program. The CDBG is recog-

nized as very effective, in large

measure because ofthe local control

it allows. CDBG does not specifically

allow its funds to be used for new

housing. Its regulations, states the
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Commission, should be changed so

that it can. Not only would this

"meet isolated supply problems in the

absence of Section 8 ," but it would

also eliminate the "complexity and

expense of another Federal pro-

gram ."

Mortgage Revenue Bonds. The

Commission considered three options

for state and local agency tax-exempt

financing. One is to continue tax-

exempt bonds as an instrument of fi-

nancing new construction and reha-

bilitation with appropriate targeting.

A second is to withdraw tax-exemp-

tion on all such bonds and provide

direct unrestricted Federal payments,

instead, in the form of a subsidy to

make up the difference between tax-

exempt and taxable yields . The third

is to offer bond- issuing agencies their

choice of either alternative.

Thereport states that " in view of

the Mortgage Subsidy Bond Act of

1980 , the Commission will establish a

task force to review the fiscal policy,

market and regulatory implications

ofthe use oftax-exempt revenue

bonds, whether for housing or other

purposes. "

• Rehabilitation Tax Credit. Tax

credits are available to rehabilitators

ofnon- residential real estate, low-

income rental housing, and certified

historic structures . However, owners

of ordinary rental housing receive

none. The report states that housing

rehabilitation is " essential to preserv-

ing and adding to the housing sup-

ply." A rehabilitation tax credit

would encourage the up-grading of

the rental market without direct fed-

eral involvement.

• Private Institutions. Private foun-

dations, religious groups, and other

private organizations which have

demonstrated their ability at financ-

ing innovative programs in housing

construction, rehabilitation, and

access to homeownership should be

encouraged to continue doing so,

even though the proposed shift to

consumer-oriented housing would

eliminate much of these organiza-

tions' present function as sponsors of

non-profit ventures .

• Homeownership. The Commission

is considering a program of " Indi-

vidual Housing Accounts to encour-

age and assist saving for a down-

payment by a first-time buyer" as

well as other savings incentives to in-

crease the volume of mortgage funds

available to homebuyers.

• FHA Insurance Programs. While

the Commission fully supports the ac-

tivities of FHA, it does plan to inves-

tigate ways both in which FHA can

serve sectors ofthe housing market

not served by the private sector and

"how best to achieve an orderly tran-

sition towards a greater reliance on

private sector financial markets ."

• Pension Funds. The Commission is

recommending that the " provisions

of current regulations or laws that in-

advertently limit the housing invest-

ments of pension funds, insurance

companies, and other major sources

of potential housing capital" be

eliminated . Of particular concern is

the Employee Retirement Income

Security Act of 1974 (ERISA) which

limits the ability of pension funds to

invest heavily in residential mortgage

instruments . The Commission would

like to see the Department ofLabor,

which administers ERISA, " revise

those segments of the regulations that

unnecessarily impede mortgage in-

vestment by private pension funds."

Before making any of these above-

mentioned recommendations , the

Commission stated strongly that the

government should " continue its ef-

forts to eliminate discriminatory

practices that create artificial barriers

and inhibit freedom of choice in

housing." The absence of such an

open housing policy, the report

states, is a major impediment to a

free market, upon which all its other

recommendations are based.

With more topics yet to consider

than it has so far, the Commission ex-

pects to complete its work on sched-

ule and produce its final report no

later than April 30 , 1982. Copies of

the 53-page interim report are avail-

able from the Superintendent of

Documents, U.S. Government Print-

ing Office, Washington, D.C.

20402. J
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Real Dollar Payback Loans:

A Solution to the Housing Problem

byA. D. Sharplin

Assistant Professor ofManagement,

Northeast Louisiana University,

Monroe, Louisiana

Editors Note: The views expressed in

this article are those ofthe author and

do not necessarily reflect the views of

the Federal HomeLoan Bank Board.
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It is an understatement to say that

the housing industry is depressed.

Housing starts recently have been a

fraction ofwhat might be considered

a usual level. There is a consensus

among economists and financial ana-

lysts that the culprit is high interest

rates . Average interest rates now ap-

proach 17 percent with some borrow-

ers paying 20 percent. This results in

monthly payments that are simply

unmanageable for many American

families. At 16 percent, for example,

30-year amortization of a $50,000

principal amount requires a monthly

payment of$672.38 .

Lenders are less and less willing to

lend on long-term fixed-rate mort-

gages, even at present elevated rates.

There is good reason for this . The en-

tire savings and loan industry may

now be insolvent because of past

commitment to fixed-rate mortgages

and current high costs of funds.

Lenders are simply no longer willing

to accept the risk that the value of

their returns will be decimated by in-

flation.

The problem lies in the financial

system with its currently available

mortgage instruments . What has

created the problem is that inflation

expectations have driven nominal in-

terest rates radically upward (Federal

National Mortgage Association,

1981 , pp. 8-10) . Now, low- and mod-

erate-income families cannot afford

the cash flows that currently available

mortgage instruments require, at least

in the early years ofthe loan. Dr.

Peter Treadway, former Federal Na-

tional Mortgage Association chief

economist, states the present chal-

lenge this way:

Ironically, by 1985, . . . [the] . . .

hypothetical 1980 homebuyer will

probably experience a dramatic drop

in ratio ofprincipal and interestpay-

ments to income. The reasonfor this

is thatpayments remainfixed while

incomes willprobably rise more or

less in step with inflation. Thefinan-

cial affordability challengefor the

1980s is to lower these initialpay-

ments in return for [the homebuyer's]

givingup therapid dramatic drop in

thepayment/income ratio (Federal

NationalMortgage Association,

1981, p. 16).
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Ihaveproposed a solution to the

problemthat exists in the housing in-

dustryand, consequently, throughout

our economy (Sharplin, 1981). That

proposal, the "Real Dollar Payback

Mortgage, " will be described in detail

later in this article. First, though, it

appears useful to consider how the

savings andloan industry mighthave

failed to accomplish its major socio-

logicalpurpose, whythe recently

designed innovative mortgage lending

instruments willfail to solve theprob-

lem, and howthe continuingfailure

produces results that are clearly

detrimental to our society.

The Failure ofOur Long -Term

Financing System

The purpose ofmortgage lending

in relation to homeownership is to

allow homebuyers to pay the real

(inflation-adjusted) cost of their

home relatively evenly over the life of

that home. Mortgage lending instru-

ments have generally accomplished

that objective in the past. Inflation

rates from the 1940s to the early

1970s averaged about 4 percent or 5

percent per year. Chart 1 shows how

real cost of homeownership is allocat-

ed over the life of a 30-year loan, as-

suming various inflation rates and

fixed-rate, fixed-term mortgages.

Note that at the end of 15 years with a

5 percent inflation rate, the real value

ofthe unpaid principal balance has

declined to about one-half its original

amount. However, when the inflation

rate is 10 percent, much more ofthe

real value of the initial principal bal-

ance is shifted toward the early years

ofthe mortgage obligation. Particu-

larly, 50 percent of this real value

must be paid within just over 7 years.

In the second case, which is typical of

the late 1970s and early 1980s, the

lending instrument does not fulfill its

purpose of distributing the payment

of the real cost of the home evenly

over the life of that home.

Interest Rate Components

Before reviewing the attempts that

have been made to solve the problem

described above, let us consider how

interest rates are determined in the

marketplace . Financial theory tells us

that the lender requires-and bor-

rowers are willing to pay-a certain

small amount, in real terms, for the

use of the lenders' money. This inter-

est rate is referred to as the " real in-

terest rate" and it has historically

been much less than 5 percent. This

amount includes a " default risk pre-

mium," typically a percentage point

or two, which is variable, based main-

ly upon the reliability of the debtor .

Given the stability of home values ,

the conservatism of mortgage lenders

in granting credit, and the importance

of the underlying asset to borrowers

which causes them to avoid default) ,

mortgage home lending typically

requires a very low risk premium.

Added to the real interest rate,

however, is called an " inflation ad-

justment" (Fisher, 1896) . The infla-

tion adjustment is a reflection ofthe

inflation expectations that borrowers

and lenders have. Borrowers recog-

nize that they will be repaying the

obligation with dollars that have

decreased in real value because of

inflation and lenders know that their

returns will be decreased in real value

to the same extent. Accordingly, the

inflation adjustment should approxi-

mate the expected inflation rate,

which, during the period of the late

1970s and early 1980s, would seem

to have been in the range of 10

percent or so. Chart 2 illustrates this

relationship between inflation rates

and mortgage lending rates and

shows the several components men-

tioned above.

Also shown in Chart 2 is a compo-

nent labeled " inflation risk pre-

mium." This chart reflects the risk

to lenders that the inflation rate will

exceed their expectations. (While

shown on the chart as a function of

the expected inflation rate, inflation

risk premium should really be based

upon the stability of historical infla-

tion rates or the variability of infla-

tion expectations. As inflation rates

and, consequently, expectations have

risen, though, the variation in those

rates and expectations has increased) .

It appears likely that the inflation risk

premium currently amounts to sev-

eral percentage points on fixed- rate

home mortgages.

The fact that inflation uncertainty,

quite apart from the expected value

ofthe inflation rate, affects interest

rates , has been noted previously

(Robinson and Wrightsman, 1980

p. 56; Cassidy, 1981 , p . 6) . Yet the

amount of such an effect has not been

estimated, nor has its impact been

explicitly considered .

I have labeled five points on Chart 2

to indicate the market interest rates

that existed at three time in recent

history. The reader should note,

however, that the abscissa is not time

but expected inflation rate.

Recent Innovations

Several plans have been put forth

as possible solutions to the mortgage

lending crunch (Hu, 1981) . Adjusted

rate mortgages and variable rate

mortgages attempt to insure that the

interest rate charged on the unpaid

principal balance keeps pace with

some key interest rate in the financial

markets. Shared appreciation mort-

gages are designed to transfer a por-

tion ofthe inflationary increase in the

nominal value of the borrowers'

homes to lenders . In return, the

lenders offer lower interest rates .

Graduated payment mortgages antic-

ipate future inflation rates and try to

schedule payments so that they will be

more or less constant in real terms.

Some borrowers and lenders have

resorted to rollover mortgages , which

involve borrowing at short-term

interest rates and refinancing the

entire obligation periodically at then-

current interest rates . Each ofthese

approaches has its merits but none

affords more than a partial or stop-

gap solution. Finally, price level

adjusted mortgages would require

adjustment of principal balances for

inflation. Monthly payments would

go up proportionally with principal

balances.

Variable rate or adjustable rate

mortgages assume that lenders,

assured that their interest rates will

not become lower than the inflation

rate, will be willing to lend at a lower

initial rate. This has helped lenders ,

by decreasing their risk, and thus has

made money available for long-term

borrowers. It has not substantially
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decreased interest rates, though,

because it simply reduces the interest

rate commitment to a short- term one,

and short-term rates are sometimes

higher than long-term rates . As a

matter offact, the rates required on

variable rate mortgages should be

higher than those on fixed rate mort-

gages as inflation expectations—and,

therefore, interest rate expectations-

decline. Thus, it is generally true that

families that cannot afford regular

mortgages cannot afford variable

rate mortgages. Referring to Chart 2,

the only component of the mortgage

lending rate that should be affected

by this approach is the inflation

risk premium.

Graduated payment mortgages

accomplish the purpose of lowering

initial payments and are amongthe

most appealing of the several options

now available; however, they require

an ex ante estimate of inflation rates ,

a tenuous proposition at best.

Shared appreciation mortgages

exchange a portion of the expected

appreciation in home value, which

belongs to borrowers , for a de-

crease in the interest rate charged

by lenders . This approach has

lapsed into disrepute recently, prob-

ably because of numerous problems

including the indefiniteness ofthe

return to lenders (Kaufman and

Erdevig, 1981 ) . The net amount of

appreciation in home value depends

upon whether the home has been sold

and upon the real estate commission,

ifany. Both the time of that sale and

the value at which the home is likely

to be sold is subject to substantial

uncertainty as well as to manipulation

byborrowers. This type of mort-

gage should reduce both the inflation

adjustment and the inflation risk

premium but probably will prove

infeasible due to the aforementioned

deficiencies . It may be, too, that

lenders will shy away from becoming

involved in real estate investment-

not their primary area of expertise-

through the use of shared apprecia-

tion instruments .

Formost families, rollovers are

perceived as simply too risky. Having

to refinance a home loan every year

or two would be a fearsome prospect

for the average borrower . However,

rollovers , properly managed, do offer

the prospect of allowing home-

owners to borrow back a portion of

the appreciation in the nominal value

oftheir homes each period. The

amount borrowed back would serve to

decrease the large cash flow require-

ment, which is the primary deficiency

ofconventional mortgages . In terms

of the analysis implicit in Chart 2, this

type of plan would greatly reduce

inflation risk premium and in some

cases allow borrowers to insulate

themselves from part of the inflation

adjustment.

Former Federal National Mortgage

Association Economist Joseph Hu has

suggested an adjusted rate-graduated

payment mortgage, which is a combi-

nation ofthose two types first

discussed above (Hu, 1981 ) . While

such an instrument would offer

affordability for borrowers and

interest rate protection for lenders

in the later years, it does not strike at

a major cause of the current problem,

the lack of predictability of future

inflation rates . A reduction of infla-

tion rates below those anticipated

when designing the graduated pay-

ment schedule might result in a

renewed affordability crisis for

homeowners some years after buying

their homes.

The final type of alternative lend-

ing instrument to be discussed was

recently proposed by Dr. Henry

Cassidy ofthe Federal HomeLoan

Bank Board (Cassidy, 1981 ) . Price

level adjusted mortgages would have

the disadvantage to lenders of incur-

ring taxes on income not yet received,

the amounts by which principal bal-

ances are adjusted (Cassidy, 1981 ,

p. 7) . Another problem relates to

their marketability to borrowers.

Price level adjustment would usually

result in a principal balance nominal-

ly exceeding that of a year earlier

(Cassidy, 1981 , p . 5) . Chart 3 illus-

trates this growth in nominal prin-

cipal balance, assuming a 10- percent

inflation rate. While the borrowers'

real principal balances decrease in

each period, many borrowers would

not understand this and, therefore,

would be averse to such a mortgage.
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Chart 3-Unpaid Principal Balance Price Level
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Despitethe above problems, price

level adjusted mortgages would elim-

inate the inflation adjustment and the

inflation risk premium in the nominal

interest rate. Such mortgages, there-

fore, would essentially solve the

affordability crisis in housing.

Sociological Results

Currently available home lending

instruments, coupled with extreme

levels of inflation, penalize families in

their lower- earning years. Persons in

their twenties have lower incomes

than those in their thirties and forties .

Yet, because of inflation in home

costs and individual compensation,

the value of home payments for the

latter group has become relatively

insignificant (the typical 45-year- olds

who bought their $20,000 homes in

1969 , for example, might have

monthly payments of$ 135.00) . At

the same time, lack of a real dollar

mortgage instrument coupled with

inflation-induced increases in interest

rates makes homeownership unaf-

fordable for many young Americans .

Further, because of inflation and

the inability ofmoderate-income per-

sons to buy single-family homes ,

wealth is being transferred from

wage-earners to buyers of rental

housing who, by and large, are

wealthy investors .

The Real Dollar Payback Concept

If the financing system has failed to

achieve the purpose of allowing

homebuyers to pay the real cost of

their homes evenly over the useful

lives of those assets and if the effect

of this failure is substantially

detrimental to society, then it appears

worthwhile to seek a solution. It has

been asserted here that the problem

results from inflation expectations ,

the inclusion of those expectations as

a major part of the mortgage lending

interest rate, and the resultant eleva-

tion of initial monthly payment

amounts on home loans. It has fur-

ther been shown (see Chart 1 ) that

buyers who finance homes at today's
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inflation-elevated rates will pay a

disproportionate share of the real

cost oftheir homes during the early

years of the home loan. This problem

can best be solved through the intro-

duction of a new kind of mortgage

lending instrument that will require

monthly payments that are equal in

real terms (adjusted for inflation)

overthe life of the repayment

schedule .

Referring to Chart 2, if payments

are adjusted for inflation, then both

the inflation adjustment and the

inflation risk premium should be vir-

tually eliminated . Realistically, the

market would probably not adjust

rapidly to the availability of such an

instrument and the market rate on

real dollar payback mortgages should

be in the range of 5 percent to 7 per-

cent, instead of 3 percent to 4 percent

as suggested in Chart 2. Even at 7 per-

cent interest, initial monthly pay-

ments- and, in real terms, all month-

ly payments- on a $60,000, 30-year

loan would be $399.00 . This amount

is affordable for typical prospec-

tive homebuyers . [The monthly pay-

ment is calculated just as that for a

fixed rate mortgage instrument but

using the much lower (real) interest

rate. ]

Adjustment of Monthly Payments

There are three kinds of indexes

that might be used to adjust the

monthly payments due under real

dollar payback lending instruments.

The first is an index that reflects the

general level of inflation, such as the

Consumer Price Index, the GNP

Implicit Price Deflator, or the Pro-

ducer Price Index. While per capita

disposable personal income has his-

torically kept pace with these indexes ,

borrowers might fear that this would

not bethe case in the future . None-

theless , the CPI, particularly, is well-

known and respected and currently

used for indexing social security

payments and certain other elements

in the economy. It, thus, has great

appeal.

A second approach is to use an

index that reflects period-to- period

changes in the value of income

streams that will pay the notes-that is

to say, per capita disposable personal

income. A third approach would be

aimed primarily at protection ofthe

lenders against decreases in the value

of their security, that is, the home.

The index of building costs for small

residential structures published in the

monthly Construction Review (U.S.

Department ofCommerce) might be

appropriate if this approach is taken.

Whichever index is used, adjust-

ments inthe monthly payment should

be made at least quarterly and should

be ofthe exact percentage by which

the appropriate index has changed .

For several of the available indexes, a

significant lag would be necessary

because of publication delays.

Arrangements for Prepayment

Ifthe borrowers desire to pay prin-

cipal balance before maturity, or if

the payoff balance has to be calcu-

lated for trading or other purposes, it

is simple to calculate it. The principal

balance at any point in time would be

the then-existing present value ofthe

remaining number of payments,

assuming all payments to be ofthe

then-existing amount, and using the

discount rate (say, 7 percent) used in

the original payment calculation.

[The same result can be achieved by

adjusting the unpaid principal bal-

ance (from a standard amortization

table) for inflation, using the selected

index. ]

Marketability of Real Dollar

Payback Loans

Ifthe foregoing analysis, particu-

larly that reflected in Chart 2 , is valid

and if financial markets are in any

measure efficient, certainly the real
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dollar payback loan should be

marketable. From the standpoint of

lenders, especially, the assurance that

repayments will be adjusted for infla-

tion should be enticing. The use of

real dollar payback instruments

duringthe 1960s and early 1970s

would certainly have prevented the

present crisis in home lending.

From the standpoint of borrowers ,

especially those who are currently

excluded from the housing market, it

is likely that a large latent demand

already exists for real dollar payback

loans . Offered a $50,000 home loan

with payments approximating

$330.00 and the assurance that those

payments would constitute a level or

decreasing proportion of family

income, many young heads of house-

hold would immediately enter the

housing market.

It is generally accepted that U.S.

financial markets are somewhat effi-

cient, although not perfectly so (Hen-

ning, 1975 , pp. 26-28) . Accordingly,

it appears likely that interest rates

charged on real dollar payback

instruments should approach the real

rate of interest reflected in Chart 2 ,

including the risk- free rate plus the

default risk premium. Therefore, the

use ofa 7 percent rate in the fore-

going discussion probably is conser-

vative. As a matter of fact, others

(Cassidy, 1981 ; Kaufman and

Erdevig, 1981) have assumed that the

interest rate on inflation-adjusted

mortgages will be 4 percent or 5

percent.

Conclusion

The reader will undoubtedly think

ofseveral possible criticisms ofthe

real dollar payback approach.

Amongthese might be the following:

1. The Consumer Price Index and

the GNP Implicit Price Deflator

include factors for housing costs, and

to use these indexes to adjust home

loans would result in circularity. Suf-

fice it to say that home loan costs are

only one ofmany factors involved in

computation of these indexes and the

real dollar payback loan would only

constitute a percentage ofthe home

loans made. Further, the use of a

wage index would eliminate this prob-

lem.

2. The mortgage payment for a

real dollar payback loan may balloon

to unmanageable levels over a period

ofyears . Even if a wage index is not

used for the adjustment, the fact that

per capita disposable personal income

has historically kept pace with infla-

tion mitigates this problem. Also,

homes are typically purchased by

couples in their lower earning years

and paid for by those couples as their

real incomes are increasing; there-

fore, it is reasonable to expect that

the real dollar payback loan payment

will constitute a decreasing propor-

tion of personal income for a typical

family.

3. Homebuyers like the idea of

having their home value increased

and the real value of their payments

decreased through inflation. To the

extent that borrowers feel this

way, they are speculators who, in

effect, are matching their ability to

forecast the future against that of

professional investors. The home-

buyers have won in the past because

the thrift industry has underestimated

inflation rates while buying low

interest, fixed rate, fixed-term mort-

gages . The industry will be more

difficult to beat in the future . Second-

ly, these buyers will always be able

to find a fixed rate mortgage if they

so desire. The real dollar payback

mortgage would be most appropriate

for (1 ) rational borrowers who do not

view their home loans as a means of

financial speculation and (2) borrow-

ers who are now shut out ofthe home

market due to high interest rates

caused by high inflation .

So that any criticism of the real

dollar payback approach may be

directed to the general concept

involved and not at technical imper-

fections of my treatment of the con-

cept, it seems useful to summarize the

proposal: in brief, it is suggested that

a new type ofcredit instrument be

made available to borrowersandto

lenders. The major innovativefeature

ofthe newinstrument would be that

payments due to lenders willbe

adjustedforinflation.

If the proposal herein stated is

generally adopted, the effect on the

housing market will be immediate

and major. Business investment will

be encouraged and a major stimulus

to inflation, high interest rates , will

be dealt a severe blow.

This proposal does not require the

action ofgovernment except in a

facilitating way. It anticipates only

the actions of the now- existing finan-

cial markets . Hardly any knowledge-

able American would suggest that

government should actively involve

itself any more deeply in these mar-

kets. However, unless a solution to

the current financial morass is soon

found, political pressure will force

Federal intervention in the form of

interest rate ceilings and/or loan sub-

sidies, which will be to the detriment

of the American consumer, home-

buyer and taxpayer, the financial

community and our free enterprise

system. The appointment of the

President's Commission onHousing

in June 1981 might be the beginning

of such intervention. J
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Third Quarter Housing Activity

The third quarter was, in several re-

spects, a record-setting quarter, but

the records set are not the sort that

could please anyone. Starts ofnew

single-family homes dropped to some

of the lowest levels since WWII. For

the three-month period from July

through September, new single-

family starts averaged only 639,000

at a seasonally adjusted annual rate .

The 598,000 August rate was the third

lowest since 1959. Permits authoriz-

ed for new construction have dropped

steadily since May, but the number of

starts has fallen even faster, indicat-

ing that even this declining rate of

permit-seeking has been too op-

timistic.

New home sales in September were

the lowest on record at 312,000 . This

was down sharply from July's

416,000 and was only about 55 per-

cent ofthe sales in September 1980.

Although permits, starts, and com-

pletions were all down, even lower

sales activity has caused the sell-out

period for unsold homes to soar. At

September's sales level, the stock of

unsold homes would provide a 12.3

month's supply. This is up from 10.2

months in August and from 7.7

months in September 1980.

Newhome sales prices dropped

sharply in September from previous

months to levels similar to those of a

year ago. Median sales prices fell to

$67,100 from $73,600 in August.

This is down from $68,500 in Septem-

ber 1980. Average (or mean) prices

fell to $82,000 from $87,500 the

month before , up slightly from

$80,300 in September 1980.

The meaning of the price statis-

tics is uncertain to a larger degree

than usual. House prices are not ris-

ing at the rate of general inflation

and may well be falling. It is difficult

to be precise for two reasons . First,

the prices reported are not corrected

for any quality changes. There are

indications that the higher priced seg-

ment of the housing market is per-

forming better than the rest. This

would tend to shift the reported sales

price upward, regardless ofwhat hap-

pened to the price of comparable

houses from one year to the next. The

average (mean) price is more subject

to this bias than the median price is .

Therefore, the combination of a

reported decline in the median price

and a reported increase in the mean

price implies that the bias may be par-

ticularly great right now.

A second factor confusing inter-

pretation of the statistics is that a

large but unknown fraction of sales

involve some sort of " creative fi-

nancing," at rates well below market.

These tactics create losses for the

seller that are properly treated as a

reduction in the house price . How-

ever, because they are not explicit,

and because the loss on some kinds of

creative financing will depend on

future interest rates, there is no way

to be certain how great they are.

Sales activity and prices in the

existing, single-family home market

also have been severely depressed .

Sales in September dropped to

2,070,000 units, only two-thirds of

last September's 3,280,000 units , and

about half ofthe peak recorded in

November 1978. The sales activity per

capita is the lowest ever recorded.

The median sales price for existing

homes declined slightly in September

from the previous month, falling

from $68,400 to $67,700 . Although

the median sales price is up 5.5 per-

cent from September 1980, the

increase is substantially less than the

rate of inflation. It appears that 1981

will be the first time in five years that

existing home prices will not keep

pace with general consumer prices .

As with new homes, price apprecia-

tion for existing units is probably

even slower than these statistics indi-

cate. Disproportionate sales activity

in the upper segment of the market

and extensive use of " creative financ-

ing" at below market rates of interest

overstate true price changes .

Multi-family starts rose sharply

in the period November 1980 to Jan-

uary 1981 , but have fallen steadily

since then. Starts in September 1981

were only 303,000 , less than halfthe

level in January (667,000) , and down

about 30 percent from the level a year

ago (450,000) . Over the past two

decades, the combination of inflation

and tax law incentives has encouraged

middle- and upper-income persons,

who could afford the rents required

by new construction, to purchase

units rather than rent. (The strong

interest in new condominium units

and in condo conversion is a conse-

quence ofthis . ) To the extent rent

increases have lagged behind the rate

of increase in the general price level

because ofthe inability of the remain-

ing tenants to afford higher rents, the

incentives for new rental construction

have been greatly reduced.

Interest Rates

The outlook for housing depends

heavily on the outlook for interest

rates . Predictions of interest rates

are particularly uncertain, though.

So we offer a consensus view of sev-

eral forecasters along with some of

the reasoning underlying that view,

and then two more extreme outlooks .

The consensus view is that short-

term interest rates will decline quickly

through the last quarter of 1981 ,

stabilize or rise in the middle of 1982 ,

and then fall slowly through 1983 .

The prime rate could reach 15 to 16

percent by the end of 1981. Long-

term rates will fall throughout the

same period, but much more slowly,

with traditional long-term mortgage

loans reaching the 13 to 15 percent

range by 1983. This view is based on

predictions about the economy, infla-

tion, and Federal Reserve Board

actions . Now let us consider each of

these .

The Economy. As of early Novem-

ber, the economy appears to be fall-

ing into a recession. The consensus

view of forecasters is that this down-

turn will continue until sometime

near mid-1982.

Evidence that the economy is enter-

ing a recession is widespread . Hous-

ing and auto production, hurt by high

interest rates throughout most of

1981 , have hit historic lows recently.

We already have noted the record-

low housing starts and sales . Domes-

tic auto production in October has

fallen to the five million vehicle rate

annually, 26 percent below last Octo-

ber and the lowest level since Novem-

ber 1971. The housing and auto
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downturns appear to have spread to

the rest ofthe economy inthe third

quarter. Industrial production de-

clined 0.3 percent in August and 0.8

percent in September, with virtually

all non- defense sectors showing

declines in September. Over the past

two quarters , the Gross National

Product has shown little change. A

decline in the second quarter was fol-

lowed by a very slight increase in the

third. Other evidence of economic de-

cline includes September's 2.7 percent

drop in the index of leading indica-

tors and the decline in new factory or-

ders . Unemployment has risen from

7.3 percent in August to 7.5 percent

in September and 8 percent in Oc-

tober.

Most forecasters expect the current

downward trend in the economyto

continue until sometime nearthe

middle of 1982. By then, increased

activity in defense, the 10-percent

second stage cut in individual income

tax rates , lower taxes on business

investment, and possibly some re-

vival in housing and automobiles are

predicted to revive economic output

for an upswing lasting through 1983 .

The emerging slide in economic

activity should result in decreased

business demands for credit and, if

consensus forecasts are fulfilled ,

credit demand should remain soft

until the recovery gets underway in

1982. Currently declining short-term

interest rates , detailed below, reflect

a weakening demand. Other evidence

of a weakening demand appeared in

the third week of Octoberwhen com-

mercial and industrial loans at leading

banks turned downward following a

slight increase in the preceding week.

The Fed. At the same time that

business demand for credit is weaken-

ing, the supply of money appears to

be easing. The Federal Reserve

Board's avowed policy to slow money

growth has been widely identified

as the immediate cause of 1981's

record-high short-term interest rates .

So successful were Fed controls that

money supply, as measured by check-

ing accounts and currency (the so-

called M1-B measure), has grown

even more slowly than the lower

bound ofthe Fed target. It is widely

felt that the Fed eased its controls

in October to get back up to targeted

growth. The decline in short- term

rates since September and the end-

of-October drop in the Fed's discount

rate from 14 to 13 percent are cited as

evidence. It is likely to take until early

1982 before M1-B gets back up to its

targeted level because in October,

when the Fed probably was loosening

controls, growth continued belowthe

target range.

With business demand for credit

slackening and the money supply

apparently easing, it is not surprising

to find short-term interest rates

beginning to fall. The prime rate was

falling below 17½ percent as October

ended from its high of over 20 percent

a little over a month earlier . Interest

rates on three-month bank certifi-

cates of deposit, a major cost compo-

nent in setting the prime rate , fell

over the same period from 17 percent

to 14½ percent. Because the eco-

nomic downturn and the Fed's easing

ofcontrols are expected to last into

1982, short-term rates are expected

to continue declining until mid- 1982 .

The primeis now commonly pre-

dicted to fall to 15 or 16 percent by

the end of 1981.

In 1982 , short-term rates are likely

to cease falling once the economy

turns upward. However, only the

most pessimistic forecasts see rates

reaching 1981 peaks. Other forecasts

focus more on the declining inflation

rate which, by late 1982, should be

pronounced enough to cause reduc-

tions in the current inflation premium

built into long- and short-term inter-

est rates.

Inflation. Inflation has already

slowed, although the Consumer Price

Index obscures this decline by its

over-emphasis on mortgage interest

rates . For example, the producer

price index for finished goods has

risen only about 8 percent for the year

ending this September compared with

a nearly 13 percent rise the preceding

year .

Expectations for continuing reduc-

tions in inflation in 1982 are guard-

edly optimistic . The Organization of

Petroleum Exporting Countries has

just agreed to keep prices fixed

throughout 1982, and the Depart-

ment ofAgriculture predicts food

prices will rise no more rapidly than

in 1981 because of plentiful supplies.

Furthermore, 1982 will see several im-

portant labor contracts up for re-

newal in such industries as auto and

trucking that clearly cannot continue

their past patterns of rapid wage

growth. In fact, General Motors and

Ford are already pushing for wage

concessions similar to those granted

to Chrysler last year. Slower wage

growth and continuing stability in

food and oil prices during 1982

should bring price inflation as meas-

ured either by the producer price

index or the implicit GNP deflator

down to about 7½ percent for 1982

and 1983 .

Primarily on the basis of improved

inflation rates , forecasters are expect-

ing long-term and short-term rates to

decline by late 1982 and through

1983. For example, Data Resources

Incorporated predicts interest rates

on the traditional 25-year, level-

payment mortgage to fall from its

early October rate of 18 percent to a

15 percent average in 1982 and a 14

percent average in 1983. Predictions

on short-term rates are similarly

downward; money market mutual

fund rates of 12 to 13 percent are be-

ing expected by 1983 .

The outlook described so far has

been based on the middle ranges of

forecasts . It is well to keep in mind

that this consensus view is not held by

all.

Some"bearish" forecasters feel

that private demands for credit will

not decline this year, and that sub-

stantial Federal borrowing in the

fourth quarter will quickly reverse the

moderation in interest rates seen in

the last few weeks. Fears that Con-

gress will be unable to balance the

budget, ifwidespread, could also

keep inflationary expectations and

uncertainty high, and these would put

further upward pressure on long-term

interest rates . Housing would remain

in its currently depressed state.

On the other hand, some forecast-

ers predict a deeper and longer reces-

sion starting now and continuing late

into 1982. If the recession becomes

22



severe, both inflation and credit de-

mand could fall substantially. Fur-

thermore, recent tax changes may

stimulate considerable new savings.

Together these could lead to a major

decline in interest rates . The silver lin-

ing in this darker cloud is that hous-

ing construction could mushroom.

Thrift Institutions

The record high interest rates last-

ing into October and the turn toward

falling short-term rates since then

have particularly important impli-

cations for the main source of hous-

ing credit, the thrift institutions . The

high short-term interest rates caused

large outflows from savings and

loans. Over the full July through Sep-

tember quarter, net deposits declined

$2.8 billion. Declining deposits and

high costs for borrowing forced thrift

institutions to raise mortgage interest

rates throughout the quarter . By early

October, mortgage interest rates on

new commitments passed 18 percent.

Predictably, such high rates led to de-

clining mortgage demand. New mort-

gage commitments declined steadily

over the last quarter from $4.3 billion

in July to $3.2 billion in September,

reaching the low rate of May 1980,

which suffered from the high rates

and credit controls of that year.

October brought the first signs of

relief for savings and loans. During

the first 20 days ofthe month, All

Savers Certificates apparently at-

tracted $3 to $4 billion in new de-

posits. A total of $13 to $14 billion of

these certificates were sold, so about

$10 billion were transferred from

other savings and loan accounts . The

new deposits represent clear gains for

thrift institutions , and even the trans-

fers that came from higher-yielding

Small Savers Certificates (SSCs) and

Money Market Certificates (MMCs)

will help ease the thrifts' financial

pinch. While the initial rush into All

Savers Certificates is unlikely to be

matched in succeeding months, total

value should grow steadily as some

owners ofmaturing SSCs and MMCS

switch to All Savers Certificates . Fur-

thermore, inflows from money

market mutual funds could become

important if short-term rates con-

tinue to decline, as is commonly pre-

dicted . However, inflows from

money market mutual funds seem to

have been unimportant in the initial

move into All Savers Certificates .

The funds continued to grow

throughout October at a rate com-

parable to earlier months .

All Savers Certificates and lower

short-term rates in the next six

months should ease the recent trou-

bles of thrift institutions. However,

more substantial declines in all rates ,

beyond the consensus forecast for

1983 , willbe needed to change the

fundamental problems of thrifts

stemming from low deposits , low

portfolio turnover, and low yields on

old mortgages.

Housing Outlook

The outlook for owner-occupied

housing is bleak, so long as interest

rates remain high. Mortgage rates at

17 or 18 percent require monthly

payments so great that only a small

fraction ofthe population can qualify

for conventional mortgage financing

for the median- priced home.

The consensus forecast is for inter-

est rates to fall to the 13 to 15 percent

range in 1982 and 1983 , and a major

question is how housing markets

would respond to such rates . Many

would argue that a moderately high

level of activity can be antici-

pated- 1.4 to 1.7 million starts per

year. They point to pent-up demand

created over three years of low starts

and falling sales . They also observe

that starts held up surprisingly well

when mortgage rates were in this

range in late 1980 and early 1981 .

Whether one should expect an

equally good performance next time

is uncertain. For one thing, it is likely

that in recent years the demand for

housing has been supported by a

strong investment incentive. This past

year, with housing prices flat or fall-

ing, may have removed some ofthe

conviction that investment in housing

is a sure wayto beat inflation.

Another reason housing markets may

not bear up under 13-14 percent

mortgage rates as well in the future as

in the past is that, with inflation fall-

ing, these nominal rates represent

higher real rates than previously. The

recent and prospective reductions in

the marginal tax brackets will also in-

crease the burden of high interest

rates , since deduction of mortgage in-

terest will be less advantageous than

previously. Thus, there are good

reasons to doubt that housing market

activity will be strong in the coming

year ortwo .

Some observers had hoped All

Savers Certificates might provide

enough low cost funds that home pur-

chase and construction would be

stimulated . The funds certainly are

low cost; interest rates on All Savers

have fallen to 10.7 percent for early

November. However, leaders in the

mortgage industry have expressed

reluctance to make multi-year com-

mitments on single-year certificates ,

especially when enabling legislation

is limited to 18 months.

Between now and mid- 1982 , short-

term rates could decline substantially,

but long-term rates are expected to

ease only slowly. Thus housing, as

traditionally financed, would benefit

little . One ray of hope, however , is

that homebuyers could cash in on

lower short-term rates by accepting

adjustable mortgage loans tied to

rates on short-term instruments.

Homebuyers would immediately get

the lower monthly payments per-

mitted by falling short-term rates,

and thrift institutions could avoid the

risk of declining loan value if rates

rise in the future.

The outlook for multi-family hous-

ing construction is not much better

than for single- family housing. Con-

dominium demand should be de-

terred by the same high interest rates

and slowed value appreciation that

we think will limit single-family de-

mand. Rental housing did receive

substantial tax benefits in the Eco-

nomic Recovery Tax Act of 1981. But

in recent years, much ofthe construc-

tion of multi- family rental units has

depended on Federal government

subsidies, particularly Section 8, and

large cutbacks in these construction

subsidies are being discussed . If they

are made, construction of multi-fam-

ily rental units will continue to be

depressed in the coming year. J
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Sources and Uses of Funds:

Third Quarter 1981

byStephen T. Zabrenski,

Chief, Statistical Analysis Branch,

Office of Policy and Economic Research,

Federal Home Loan Bank Board

Deposit outflows from savings and

loan associations continued in the

third quarter. Net new savings re-

ceipts were negative for the third con-

secutive quarter, more than offsetting

interest credited to accounts forthe

second straight three-month period.

There was a further weakening in sav-

ings flows to all types of accounts ex-

cept large denomination and 22-year

or longer variable- ceiling certificate

accounts. These latter two types of

accounts and transaction accounts

were the only accounts posting in-

creases in balances during the

quarter.

The third quarter deposit experi-

ence generally reflected the adverse

effect of high market interest rates ,

which left associations at a compe-

titive disadvantage with other invest-

ment alternatives, especially money

market mutual funds. Some ofthe

deposit loss , however, reflected the

temporary transfer of funds into

non-deposit retail repurchase agree-

ments, many ofwhich were scheduled

to be converted into newly-authorized

All Savers Certificates on October 1 .

On the positive side, funds flows into

22-year or longer variable- ceiling

certificates were up substantially in

response to the removal ofthe 12-

percent regulatory cap on the mar-

ket-indexed ceiling on August 1 .

Mortgage lending declined counter-

seasonally during the third quarter,

reflecting the attrition in deposit

balances, the increased cost of funds

to associations , and a reduced de-

mand for mortgage loans resulting

from futher increases in commitment

rates. Lending activity dipped close to

the springtime 1980 low and activity

for some loan and property types

dropped to the lowest levels since the

mid- 1970s . Outstanding commit-

ments for future lending also declined

by a more than seasonal amount, in-

dicating that lending activity will con-

tinue to slow during the next few

months.

Associations also increased bor-

rowings by a record amount during

the quarter, largely in response to

adverse savings flows (some of this

was funds flows into retail repurchase

agreements) . Holdings of liquid

assets were reduced for the second

consecutive quarter and the liquidity

ratio dipped nearly to 8 percent.

Deposit Outflows Continue

Adverse deposit flows continued at

associations during the third quarter,

reflecting increased competition from

alternative investments resulting from

high market interest rates . Also con-

tributing to deposit outflows was a

further shift in funds from deposit ac-

counts into non-deposit retail repur-

chase agreements .

The deposit outflow from regular

passbook and old fixed-rate CDs

accelerated in the third quarter, flow

ofMMCs turned negative and flow

into transactions accounts slowed .

The largest change was inMMC bal-

ances, which declined in the third

quarter after posting a substantial in-

crease during the April-June period .

In contrast, balances in large denom-

ination and22-year or longer certif-

icates both increased more during the

most recent quarter. The22-year ac-

count gain was five times the previous

advance, some of which reflected

shifts from lower-yielding MMCs.

Net new deposit receipts at federal-

ly insured associations were negative

during each month ofthe quarter.

Net receipts have now been negative

on a monthly basis since March . Out-

flows were $5.5 billion in July, $3.3

billion in August, and $3.8 billion in

September, totaling $ 12.6 billion for

the quarter. This was an all- time

record outflow and represented a

counter-seasonal deterioration from

the $ 10.5 billion run-off during the

second quarter. In contrast, there had

been a net deposit gain of $2.3 billion

during the third quarter of 1980. (See

Table 1.) Interest credited to accounts

amounted to $ 10 billion, a record, in

the third quarter, up from $9.6 billion

during the previous three months and

$8.1 billion in the year-earlier quar-

ter. On balance, outstanding deposits

at associations declined by $2.7

billion during July-September 1981 .

In the second quarter, such balances

had dipped $0.8 billion. During the

year-earlier quarter, they had in-

creased by $10.4 billion.

Growth in22-year or longer vari-

able- ceiling certificate account

balances amounted to $16.8 billion

during the third quarter. This was

five times the second quarter increase

and the second largest quarterly in-

crease on record . (See Table 2. ) Vir-

tually the entire increase was concen-

trated in the final two months ofthe

quarter, reflecting the removal ofthe

12 percent " cap" on these accounts

on August 1. At September 30, VCC

balances at associations totaled $77.4

billion and represented 15.3 percent

of all deposits . Three months earlier ,

such balances were $60.6 billion (11.9

percent) and at September 30, 1980,

$41.1 billion (8.4 percent).

Large denomination ($ 100,000 or

more) certificate balances increased

by $2.9 billion in the third quarter,

compared with gains of$2.4 billion

and $2.7 billion in the previous and

year-earlier quarters, respectively.

Jumbo CD balances were $46.2 bil-

lion (9.1 percent of total savings) at
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Table 1.- FSLIC-Insured Savings and Loan Associations: Sources and Uses of Funds

(in millions of dollars)

1981

Third Second First

1980

Fourth

1979 1978

Third Third Third
Item

Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Sources, total 20,081 22,542 18,220 35,981 29,839 34,476 35,604

Net increase in deposits . -2,662 -844 8,030 13,866 10,354 7,947 11,643

Net new deposits received -12,627 -10,467 -659 6,066 2,252 1,974 6,487

Interest/dividends credited . 9,964 9,623 8,690 7,799 8,101 5,971 5,155

Loan dispositions .. 11,332 12,314 10,120 16,181 16,116 19,185 18,061

Net loan repayments 8,549 8,982 7,875 11,184 12,004 13,800 14,054

Loan sales 2,783 3,332 2,245 4,997 4,112 5,385 4,007

Net increase in borrowing 12,417 10,701 -254 -6,017 3,584 5,688 4,280

Net increase in FHLB advances . 8,017 6,585 269 4,482 1,931 3,360 3,758

Net increase in other borrowing 4,400 4,116 -523 1,535 1,653 2,328 522

Net increase in other liabilities 339 1,469 994 -503 -181 788 604

Net increase in net worth .. -1,345 -1,098 -670 420 -34 868 1,016

Uses, total.. 20,081 22,542 18,220 35,981 29,839 34,476 35,604

Gross mortgage loans disbursed 15,729 19,884 15,548 26,516 25,789 31,215 31,305

Gross mortgage loans made ... 12,678 17,014 12,663 22,458 23,139 27,371 28,209

Less net increase in loans in process -927 251 -808 536 1,193 -341 -398

Loans purchased ... 2,124 3,121 2,077 4,594 3,843 3,503 2,698

Net increase in cash and securities ... 1,517 -810 881 4,076 1,028 1,022 2,429

Net increase in regulatory liquidity -1,542 -2,539 971 2,673 388 776 2,351

Net increase in other investment securities .. 3,059 1,729 -90 1,403 640 246 78

Net acquisitions of government-insured ,

mortgage-backed securities , etc .... 1,054 2,089 996 1,913 2,769 895 844

Net increase in non -mortgage consumer loans .

Net increase in other assets ....

61 456 643 724 536 624 -247

1,720 923 152 2,752 -283 720 779

Memoranda:

Mortgage loan commitments outstanding:

End of period .... 15,935 17,923 17,281

-1,988

8.05

647

8.41

1,285

9.01

Increase during period ....

Liquidity ratio (end of period in percent) 2

¹ Detail may not add to totals because of

rounding.

2 Eligible liquid assets as a percent of savings

plus borrowing payable in one year or less.

Note: The sources and uses table is presented

in a form which is slightly different from that

found in the monthly release of selected

balance sheet data . The loans in process ac-

count has been moved from the liability side

where it appears on the balance sheet to the

20,176

4,884

8.73

assets side in order to derive the dollar volume

of loans disbursed . In addition , lending activity

data are shown gross and adjustments have

been made to the net change in balance sheet

items for structural and definitional changes .

16,021

-4,154

8.94

22,220

-361

8.68

21,457

-1,252

8.70

Table 2.- FSLIC-Insured Savings and Loan Associations: Changes in Deposit Balances

(in millions of dollars)

1981 1980 1979 1978

Type of account

Third

Quarter

Second

Quarter

First

Quarter

Fourth

Quarter

Third

Quarter

Third

Quarter

Third

Quarter

Regular and transaction accounts , total -4,914 -2,848 1,169 -12,018 7,853 -3,573 -2,531

Regular accounts . . . .. -5,454 -3,778 -2,610 -12,458 7,702 ΝΑ ΝΑ

Transaction accounts ' 540 930 3,779 440 151 ΝΑ ΝΑ

Large denomination certificates 2,874 2,369 1,138 3,542 2,704 3,504 1,197

Small denomination certificates , total -621 -360 5,722 22,345 -204 8,016 12,977

6-month money market ' -890 6,350 12,900 24,640 -6,920 15,324 13,938

212-year or longer variable ceiling ' 16,840 3,311

Other ... --16,571 -10,021

6,979

-14,157

9.145

-11,440

All types of accounts ... -2,662 -839 8,029 13,869

14,845

-8,129

10,353

0 0

-7,308

7,947

-961

11,643

¹ Estimated based on information reported by a

small sample of large associations and revised

semiannually to reflect benchmark data for

March and September.
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the end ofSeptember, up from $43.4

billion (8.5 percent) at mid-year and

$36.4 billion (7.5 percent) last

September.

Transaction account balances rose

by$0.5 billion in the three months

ending September 30, substantially

less than the $0.9 billion rise in the

second quarter and sharply less than

the $3.8 billion increase in the first

quarter, when such accounts were ini-

tially authorized for issue nationwide.

At September 30, transaction account

balances were $6.5 billion (1.3 per-

cent of all deposits) .

MMC balances declined by $0.9

billion during the third quarter, in

marked contrast to the $6.4 billion

advance during the prior three

months . The reversal reflected trans-

fers into " uncapped" higher-yielding

VCCs and retail repurchase agree-

ments as well as withdrawals . MMC

balances had also declined in the third

quarter of 1980, but this was in re-

sponse to a significant decline in

short-term interest rates . MMC bal-

ances totaled $202.6 billion (40.1 per-

cent) at September 30. At mid- year,

balances were $203.5 billion (40.1

percent) and at September 30 , 1980,

$159.6 billion (32.7 percent) .

Regular passbook account balances

declined for the fourth consecutive

quarter. The $5.5 billion drop-off

was the largest since the fourth quar-

ter of last year, when outflows totaled

$12.5 billion. At $91.9 billion on Sep-

tember 30, passbook balances repre-

sented 18.2 percent of total deposits .

At mid-year, they stood at $91.4

billion ( 19.2 percent) and a year ago

were $116.3 billion (23.9 percent) .

Balances in old fixed-rate certif-

icates also declined . The $16.6 billion

drop-off was the largest since the sec-

ond quarter of 1980 and the thir-

teenth consecutive quarterly run-off.

Balances were $80.6 billion (16 per-

cent of all savings) at the end of Sep-

tember, down from $97.2 billion

(19.1 percent) at mid-year and $ 133.1

billion (27.3 percent) a year earlier.

Mortgage Loan Repayments

Repayments ofmortgage loan

principal totaled $ 8.5 billion at asso-

ciations in the third quarter. This

represented a counter-seasonal

decline from the previous three

months, when repayment had

amounted to $9 billion. The slow-

down reflected the down-turn in con-

struction activity and home sales dur-

ing the third quarter.

Further Slow-down in Mortgage

Lending

Associations reduced mortgage

lending during the third quarter in

contrast to the usual slight increase in

activity from the second to the third

quarter. The further slow- down re-

flected the outflow of deposits , in-

creased costs of funds to associa-

tions, and higher mortgage rates . By

the end of September, mortgage com-

mitment rates had risen to 17¾ per-

cent, a new high and up from 16½

percent at mid- year.

Lending volume slumped during

each month of the quarter and totaled

$12.7 billion for the entire period,

compared with $ 17 billion in the pre-

vious three months . After adjustment

for seasonal factors, the third

quarter volume was $11.6 billion,

down $4.1 billion (26 percent) from

the second quarter level and close

to the recent low of $ 10.9 billion

reached in the second quarter of

last year. (See Chart 1.)

Construction loan outlays totaled

$3.1 billion for the third quarter ,

down $1.3 billion (20 percent) from

the second quarter and $ 1.9 billion

(38 percent) from the year-earlier

period. (See Table 3. ) Disbursements

for construction purposes were only

slightly above the second quarter

1980 low of$2.9 billion and outlays

for several property types dipped

below these recent lows to the lowest

levels since the mid- 1970s.

There were reductions in construc-

tion lending volumes for all covered

property types on a quarter-to-

quarter basis. Declines ranged from

16 percent (single- family condo-

minium outlays) and 17 percent (non-

residential properties) to 37 percent

(single- family non-condominium)

and 40 percent (2-4 dwelling unit re-

sidences). Outlays for multi-family

construction projects were off 28 per-

cent. On a year-over-year basis , the

same general pattern prevailed ,

although non-residential outlays were

up 6 percent. Residential component

declines ranged from14 percent

(single-family condominium) to 34

percent (multi-family) to 51 percent

(single-family non-condominium and

2-4 unit properties) .

Permanent lending volume was

also down with several components

declining to levels last reached in the

1974-1976 slow-down in lending.

At $7.2 billion in the third quarter,

activity was $2.4 billion (25 percent)

less than during the previous three

months and $7.3 billion (50 percent)

below the year- earlier amount.

Every property classification

posted a decline in lending volume

on both a quarter-to-quarter and

year-over-year basis . Outlays for

newly built, single- family homes

were down least-only 14 percent—

over the quarter, probably reflecting

special borrower assistance programs

by builders . Other quarterly declines

ranged from 27 to 34 percent. On a

year-over-year basis, newly built,

single- family financing was down

29 percent, while non-residential

lending was off 23 percent. All other

property types posted declines rang-

ing from 50 to 60 percent.

Refinancing volume, at $ 1.4 bil-

lion, was down 22 percent from the

second quarter level and 48 percent

from theyear- earlier amount. Lend-

ing volume for all other purposes

totaled $1.1 billion, down 18 percent

over the quarter but up 3 percent

from a year ago.

Secondary Market Activity

Associations slowed their second-

ary market activity counter-

seasonally during the third quarter,

with purchases dropping at twice

the rate of sales . Consequently, net

sales increased to $0.7 billion on

gross purchases of $2.1 billion and

gross sales of $2.9 billion. This was

the highest net sales position since

the second quarter of last year when

they amounted to $ 1 billion. Since

then, quarterly sales had narrowly

fluctuated between $0.2 and $0.4

billion.
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Table 3.-FSLIC-Insured Savings and Loan Associations : Mortgage Activity

(in millions of dollars)

1981

Type of loan and property'

Third

Quarter

Second

Quarter

First

Quarter

Fourth

Quarter

1980

Third

Quarter

1979

Third

Quarter

1978

Third

Quarter

Mortgage loans closed:

Construction:

Single-family, condominium . 573 680 563 682 666 538 384

Single-family, other ... 1,575 2,493 2,044 3,248 3,210 4,089 4,311

2-4 dwelling units ... 110 183 165 254 226 256 237

5 or more dwelling units 274 380 316 466 414 561 566

Other structures ... 559 676 450 723 526 618 530

Total ... 3,091 4,412 3,538 5,373 5,042 6,062 6,027

Purchase:

Single-family, newly built ... 2,793 3,251 2,732 4,080 3,923 4,765 4,650

Single-family, previously occupied 3,757 5,424 3,565 7,980 9,401 11,348 12,212

2-4 divelling units 228 314 245 541 523 880 846

5 or more dwelling units 157 239 158 292 316 503 587

Other improved real estate 241 354 292 432 312 380 360

Total .. 7,176 9,582 6,992 13,325 14,475 16,876 18,655

Refinancing 1,354 1,734 1,295 2,540 2,601 2,305 2,451

Other purposes 1,054 1,288 837 1,217 1,023 1,128 1,075

Total loans closed .. 12,675 17,014 12,663 22,458 23,139 27,371 28,209

Secondary market activity:

Purchases ... 1,124 3,121 2,077 4,594 3,843 3,503 2,698

Sales ... 2,783 3,332 2,245 4,997 4,112 5,385 4,007

Net purchases -659 -213 -169 -403 -269 -1,883 -1,309

' Detail may not add to totals because of rounding .
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Chart 3.-Borrowings of FSLIC-Insured Associations
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Mortgage Commitments Off

Commitments for future mort-

gage lending were reduced steadily

and more than seasonally during the

third quarter. At $ 15.9 billion on

September 30 , outstanding commit-

ments were $2 billion (11 percent)

less than at mid-year. On a sea-

sonally adjusted basis, outstanding

commitments declined $ 1.8 billion to

$15.3 billion. (See Chart 1. )

Some78 percent of outstanding

commitments were for originations ,

with the balance for purchases at the

end ofSeptember. The originations

proportion had been 81 percent at

mid-year and has generally declined

fromthe 83 to 87 percent range

which prevailed in recent years.

Some40 percent of net commitments

outstanding (gross commitments to

acquire less commitments to sell)

were expected to be disbursed in the

fourth quarter, another 22 percentin

the opening three months of 1982,

and 38 percent beginning in April

1982.

Liquidity Reduced

Associations continued to reduce

their holdings of liquid assets during

the third quarter. The decline was

more than seasonal and reflected the

need for funds to meet savings with-

drawals and previously-issued mort-

gage commitments. For the entire

quarter, liquid asset holdings declined

by$1.5 billion to $44.3 billion. (See

Chart 2.)

The liquidity ratio (liquid assets

as a proportion of deposits and short-

term borrowings) declined in July,

inched up in August, then dropped

again in September. At 8.05 percent

at the end of September, the liquidity

ratio was down from 8.41 percent at

mid-year and at its lowest level since

the 7.98 percent level reached in

December 1979. The ratio, however,

remained well above the required

regulatory minimum of 5 percent.

(See Chart 2.)

Borrowings Up Again

Net borrowings of associations

amounted to a record $12.4 billion

during the third quarter, topping the

$ 10.7 billion increase in the second

quarter. Borrowings were heavy in

each month: $4.7 billion in July,

$3.7 billion in August, and $4 billion

in September.

Advances fromthe Federal Home

Loan Banks increased by $8 billion to

$61.8 billion. Other borrowings,

including retail repurchase agree-

ments issued by associations, rose

$4.4 billion to $24.9 billion. All ac-

tivity and balance figures were new

highs .

At $86.7 billion, total borrowings

were 17.16 percent of total deposits

at associations at the end ofSeptem-

ber, up from $74.3 billion and 14.62

percent at mid-year. The advances-

to-savings ratio also increased, from

10.58 to 12.23 percent. (See

Chart 3.) J
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News

Mrs.King

King Appointed Director of Minority Affairs

Adean Wells King has been

appointed Director ofthe Office of

Minority Affairs by Bank Board

Chairman Richard T. Pratt.

Mrs. King came to the Bank Board

in October 1976 as Equal Employ-

ment Opportunity Officer, and

served as Acting Director from

March 1981 until her appointment,

which was effective October 4. She is

responsible for advising and counsel-

ling the Chairman and the Board on a

broad range of policy matters relating

to the development and implementa-

tion of equal employment opportuni-

ty at the Bank Board; for developing

Agency policies , program objectives,

and guidelines based on Federal

statute, Equal Employment Oppor-

tunity Commission and Office of Per-

sonnel Management guidelines; and

for assuring the policies and objec-

tives are implemented throughout the

Federal Home Loan Bank System.

Before joining the Bank Board,

Mrs. King was a contract compliance

officer at the U.S. Department of

Agriculture and, prior to that, was a

management consultant. Mrs. King

was graduated from the University of

Tennessee in Knoxville with a degree

in business administration.

She and her husband, Gordon,

reside in Upper Marlboro, Maryland,

with their two children.

News in the Districts

Elliott Named to Marketing Post at District One

David Elliott has been named Vice

President and Director of Marketing

and Member Services at the Federal

HomeLoan Bank of Boston. In his

new position, Mr. Elliott will create a

marketing and member services

department responsible for bringing

new Bank services to members and

helping members to exploit fully

existing services . This department will

also work with institutions consider-

ing membership in the Bank.

Mr. Elliott joined the Boston Bank

in 1978 as Vice President/Director of

Community Investment. In that

capacity, he worked at both local

and national levels to develop and

implement a unique community

investment program of the Federal

HomeLoan Bank System. Before

joining the Bank, Mr. Elliott spent

four years with the Neighborhood

Reinvestment Corporation in Wash-

ington, D.C. , and Boston as associate

director for program development. A

native ofSt. Louis, Missouri, he

holds a B.A. degree fromWestmin-

ster College (Fulton, Missouri) and

an M.B.A. degree from Boston

University.

Mr. Elliott
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Singleton Elected Vice President at District Four

Stanton J. Singleton, Jr. , has been

elected Vice President and Corporate

Counsel ofthe Federal HomeLoan

Bank ofAtlanta, as announced last

month by Bank President Carl O.

Kamp, Jr.

Mr. Singleton has been with the

Atlanta Bank since receiving his law

degree from the University of Geor-

gia in 1972. Since that time, he has

served in various administrative and

legal capacities in the Bank's applica-

tions department and was named

Assistant Vice President and Associ-

ate Corporate Counsel in 1976.

Mr. Singleton is a member ofthe

Georgia and American Bar Associa-

tions and is a captain in the Judge

Advocate General's Corps ofthe

U.S. Army Reserves. Mr. Singleton
Mrs. Hoskin

Hoskin Named Director of Community Investment at District Twelve

Beverly Hoskin has been promoted

to Director of Community Invest-

ment at the Federal Home Loan Bank

of Seattle, as recently announced by

Bank President James R. Faulstich.

In her new position, Mrs. Hoskin is

responsible for formulating and

implementing programs, as well as

encouraging and assisting member

institutions, in the revitalization of

communities and neighborhoods.

Mrs. Hoskin joined the Seattle

Bank in April 1978 as administrative

assistant for Community Investment.

Before joining the Seattle Bank, she

was manager ofWashington (State)

Housing Resources. Prior to that, she

was program coordinator for the

Seattle League ofWomen Voters .

Having received a B.A. degree in

education from Long Beach State,

Mrs. Hoskin has taught in the Los

Angeles, Seattle, and the U.S.

Department of Defense (Okinawa)

school systems.

Regulations, Rulings and Opinions

Final Rule-Balloon Payment Mortgage Loans;

Reverse Annuity Mortgage Loans

The Federal Home Loan Bank

Board has amended its regulation

authorizing federally-chartered thrift

institutions to make non-amortized

and partially-amortized loans by

raising the maximum loan-to- value

ratio from 60 to 95 percent, removing

the existing five-year maximum on

terms of such loans, and permitting

the interest rates on such loans to be

adjusted periodically. The Board also

liberalized its regulations authorizing

the issuance of reverse annuity mort-

gage loans by deleting the require-

ments that such loan plans be sub-

mitted to the Board, that lenders

offer refinancing of such loans at

maturity, and that such loans bear a

fixed interest rate. These actions are

intended to enhance associations'

ability to balance the yields of their

investment portfolios with their lia-

bilities , and to meet borrowers' needs

for additional home financing op-

tions.

Regulation 12 CFR Part 545. FHLBB

Resolution No. 81-608 . Published

in the Federal Register 10/23/81 .
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Final Rule-Technical Amendment Relating to Receiverships

The Federal Home Loan Bank

Board has adopted a technical

amendment to Part 569a ofthe Rules

and Regulations ofthe Federal Sav-

ings and Loan Insurance Corpora-

tion. The amendment changes the re-

turn to be paid as post-default

interest in receiverships established

pursuant to Section 406(c) (2) ofthe

National Housing Act, as amended,

in order to allow adjustment of the

rate of return .

Regulation No. 12 CFR Part 569a.

FHLBB Resolution No. 81-653 . Pub-

lished in the Federal Register

11/4/81.

Final Rule-Statement of Policy on Mergers

The Federal Home Loan Bank

Board has clarified its general policy

with regard to mergers of savings and

loan institutions and the legal criteria

the Board will apply in approving

merger applications. Because ofthe

increased number ofmergers occur-

ring in the current economic environ-

ment, the Board determined that its

current policy in reviewing those mer-

gers should be stated as soon as

possible.

Regulation No. 12 CFR Part 571.

FHLBB Resolution No. 81-650. Pub-

lished in Federal Register 11/4/81.

Final Rule-Delegation of Authority Regarding

State Stockto Federal Stock Conversions

TheBoard has delegated to the

Principal Supervisory Agent ofthe

appropriate Federal Home Loan

Bank authority to approve applica-

tions for conversion of state- char-

tered savings and loan institutions to

federally-chartered savings and loan

institutions in order to expedite the

processing of such applications .

Regulation No. 12 CFR Part 552.

FHLBB Resolution No. 81-651 . Pub-

lished in Federal Register 11/4/81 .

Final Rule-Internal Processing-Election of Federal Home Loan Bank

Directors , and Filing Applications Relating to Management Official Interlocks

The Board has amended its regula-

tions to streamline the processing of

elections for directors to the boards

ofthe Federal Home Loan Banks

and to permit merged or consolidated

institutions, located in the same state

and Federal Home Loan Bank Dis-

trict, to recognize their increased size

in determining the number of votes

they may cast in such an election

held in the year ofthe merger or con-

solidation. The Board has also

amended its regulations to provide

procedures for submission of applica-

tions under the management official

interlock rules .

Regulation No. 12 CFR Parts 522 and

563f. FHLBB Resolution No.

81-654. Published in Federal Register

11/4/81.

Proposed Rule-Amendments Concerning Borrowing

The Board has proposed to amend

its regulations governing borrowing

by savings and loan associations , the

accounts of which are insured by the

FSLIC. Major proposed changes

include: ( 1 ) eliminating the current

limitations on (a) the aggregate

amount of outside borrowing, (b) the

aggregate book value of all collateral

securing outside borrowing, and

(c) the distribution of maturities of

liabilities; (2) eliminating the require-

ment that an institution continue to

meet FSLIC net worth requirements

after giving effect to an outside bor-

rowing with a maturity in excess of

one year; (3 ) eliminating the pro-

hibition against the sale of loans with

resource; and (4) expanding alterna-

tive loan documentation permitted

for participation interests in loan

pools to any type of loan in which an

institution may invest. The proposal

also would require that loss contin-

gencies resulting from the sale of

loans with recourse be included in

calculating net worth requirements .

The proposed action would provide

institutions with greater flexibility to

manage liabilities and to arrange for

sales of loans in the secondary

market.

Regulation No. 12 CFR Parts 544,

561 , 563 , 571. FHLBB Resolution

No. 81-640. Published Federal

Register 10/28/81 .
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Proposed Rule-Amortization Periods for Premiums , Charges, and Credits ;

Treatment of Gains and Losses on the Sale of Real Estate

The Federal Home Loan Bank

Board has proposed to authorize

institutions, the accounts of which

are insured by the Federal Savings

and Loan Insurance Corporation

("insured institutions" ) , to amortize

premiums, charges , discounts, and

deferred acquisition credits relating

to certain loans over a period not

shorter than the loans' contractual

life or ten years, and to recognize

currently any profit on certain sales

of real estate . The Board also pro-

posed to authorize identical account-

ing treatment for sales of real estate

by an insured institution's subsidiary

service corporation. Finally, the

Board proposed to eliminate the

regulatory provisions relating to

amortization of discounts, charges,

and credits recorded prior to

January 1 , 1972 , since such regula-

tory provisions no longer have any

application. The proposed amend-

ments would enable insured insti-

tutions and their subsidiary service

corporations to reflect in their finan-

cial statements the results of real

estate sales activities on a more

realistic basis and on an equal footing

with other entities engaging in similar

activities .

Regulation No. 12 CFR Parts 563

and 563c. FHLBB Resolution

No. 81-641 . Published in Federal

Register 10/28/81 .

Proposed Rule-Amendments Relating to Issuance of

Mutual Capital Certificates

The Board has proposed to amend

its regulations concerning mutual

capital certificates by providing that

Federal mutual savings and loan asso-

ciations and Federal mutual savings

banks may adopt Board pre-

approved charter amendments au-

thorizing the issuance of mutual

capital certificates without a special

proxy solicitation, and that state-

chartered mutual savings and loan

institutions, the accounts of which

are insured by the FSLIC, may issue

mutual capital certificates pursuant

to the Board's regulations provided

that they adopt appropriate charter

amendments authorizing their is-

suance in accordance with applicable

state law. The proposed amendments

are intended to facilitate the issuance

ofmutual capital certificates .

Regulation No. 12 CFR Parts 544,

563 , and 677. FHLBB Resolution

No. 81-652. Published in Federal

Register 11/4/81 .

Notice of Cease-and - Desist Action

The Federal Savings and Loan

Insurance Corporation (FSLIC)

issued last month a cease-and- desist

order against a state-chartered

insured institution and its principal

stockholder upon their consent.

The order requires the association

to add $ 1 million to its net worth by

November 26, 1981 , by a direct infu-

sion of capital in cash, fromthe

realization of cash on the sale of two

parcels of land (recently acquired

without any cash outlay or transfer of

any assets) , from a cash profit onthe

sale of any asset on hand, or byany

other means that is acceptable to the

Supervisory Agent. By December 31 ,

1981 , the association must add addi-

tional capital of $500,000 to $ 1

million so that it will have a positive

balance in its net worth, calculated in

a manner satisfactory to the FSLIC in

accordance with the insurance regula-

tions, as presently in effect or as

modified hereinafter, of $ 1 million.

Pursuant to the order, if the asso-

ciation fails to meet these bench

marks or if it thereafter fails to main-

tain a positive net worth of $ 1 mil-

lion, the association's directors must

adopt and execute a consent resolu-

tion permitting the FSLIC to negoti-

ate a merger, consolidation, rehabili-

tation, conversion, or transfer of the

association's assets and liabilities , or

any combination or variation ofthe

foregoing.

The order further requires the

association to meet and maintain 75

percent of the minimum amounts

required by the reserve regulation,

Section 563.13 of the Rules and

Regulations for Insurance of

Accounts [ 12 C.F. R. § 563.13

(1981)] by December 31 , 1982 , and

to meet and maintain thereafter the

full requirements by December 31 ,

1983. The order provides that it will

remain in effect until the association

has met and maintained the net worth

level required by Section 563.13 of

the Rules and Regulations for Insur-

ance ofAccounts for a period of six

months .
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1981 Journal Index

A

ADJUSTABLE MORTGAGE LOANS

(AMLs)

Price- Level Adjusted Mortgages Ver-

sus Other Mortgage Instruments .

Henry J. Cassidy.

January, p . 3

Bank Board proposes to allow

wraparound mortgages.

February, p. 35

Bank Board approves use of AMLS.

May, p . 54

Adjustable Mortgage Loans . "As

Defined ."

May, p. 54

Wraparound RAMS: A New Method

for Providing Lifetime Annuities . A.

FrankThompson , Jr.

June, p. 17

Abstract written on price-level ad-

justed mortgages as compared with

other AMLS. Research Working

Papers. Romelle F. Roeske.

June, p. 28

Bank Board issues memorandum ad-

vising that an S&L notify the bor-

rowerwithin a minimum period of

time that it intends to adjust its RRM

or VRM (90 days for RRM or 30days

forVRM).

June, p . 41

Bank Board authorizes GPAMLS for

S&Ls.

August , p . 34

Bank Board proposes to liberalize

regulations on balloon and reverse-

annuity mortgage loans .

August, p . 35

Bank Board issues memorandum

concerning regulations on adjust-

able rate mortgage loans in which the

interest rate has been bought down.

August , p . 37

Is the Fixed -Rate Mortgage Ob-

solete? Alan R. Winger.

October, p. 14

Pricing Adjustable Mortgage Loans:

Guidance from the Yield Curve.

Henry J. Cassidy.

November, p. 7

New concept discussed . Real Dollar

Payback Loans : A Solution to the

Housing Problem . A. D. Sharplin .

December, p. 13

Bank Board authorizes S&Ls to make

balloon payment mortgages and

reverse annuity mortgages.

December, p . 30

ADMINISTRATION OFFICE

Administration Office. An annual

report by Richard L. Petrocci .

April, p. 74

ADVANCES

Reducing reliance on short -term ad-

vances and increasing usage of

long-term advances are ways to re-

duce maturity imbalance risk due to

lend-long/borrow-short posture of

S&Ls. Controlling Profit Volatility.

Jerry Hartzog .

February, p . 16

Advances reached record levels in

1980. Sources and Uses of Funds :

Fourth Quarter 1980. Stephen T.

Zabrenski .

March , p . 31

Bank System for 3rd straight year lent

record total in advances; in 1980 ad-

vances totaled $49 billion compared

with $41.8 billion in 1979. Office of

District Banks . An annual report by

James R. Silkensen .

April , p . 8

Evaluating the Bank Board's Liquid-

ity and Special Advances Programs.

Richard J. Kent.

August , p . 13

Bank Board gives District Banks

greater flexibility in considering ad-

vances applications from S& Ls.

August , p . 34

Limit raised on total advances that

District Banks can make to S & Ls.

November, p . 26

ALLISON, G. BURGESS

The Impact of Title Insurance and

Controlled Business on the S&L In-

dustry. Co-author: Deborah A. Ford.

June, p. 2

ANTIDISCRIMINATION

Bank Board issues memorandum re-

garding policies and procedures re-

lating to nondiscrimination in

advertising .

September, p . 33

APPLICATIONS

Declined almost 5 percent during

1980to 1,160. Office of Industry

Development . An annual report by

Carol A. Oman .

April , p . 45

Bank Board working on speeding up

application process . Strategies for

Assisting the Thrift Industry to

Creatively Cope with the Rapidly

Changing Financial Environment.

December, p. 10

Bank Board provides procedures for

submitting applications under

management official interlock rules .

December, p . 31

AS DEFINED

Adjustable Mortgage Loans .

May, p . 54

ASSET AND LIABILITY

STRUCTURE

Certain asset-size ranges of S& Ls ap-

pear to show greater economies of

scale; however, evidences of dis-

economies of scale have been found

in some large asset-sized S&Ls .

Economies of Scale in the S&L In-

dustry: New Evidence and Implica-

tions for Profitability. James E.

McNulty.

February, p . 2

Controlling Profit Volatility . Jerry

Hartzog .

February, p. 16

Interest rate volatility during 1980

emphasized importance of asset and

liability management . Office of

Finance. An annual report by Charles

Myers.

April , p . 57

Net income of S&Ls declined

substantially during 2nd half of 1980.

Association Earnings-Second Half,

1980. Richard C. Pickering .

May, p. 28

Asset-Liability Management for Sav-

ings and Loans. Gilbert G. Roessner

and Reid Nagle.

July, p . 25

Closing Statement . Edward E.

Edwards.

July, p . 72
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B

BEESLEY, H. BRENT

Named Director of the Federal Sav-

ings and Loan Insurance Corporation

at the Bank Board.

Juen , p. 38

BOARD OF DIRECTORS

Bank Board amends regulations pro-

hibiting management officials from

serving positions with nonaffiliated

depository organizations that are in

competition with FSLIC-insured

institutions .

February, p. 34

Bank Board approves final amend-

ments that the Bank Board , in certain

circumstances , may grant excep-

tions to prohibiting a management

official from serving with other

depository institutions .

February, p. 34

Bank Board removes certain regula-

tions regarding employment of direc-

tors in officers ' positions and

increases the maximum numberof

directors on the board from 15 to 25.

March , p . 46

The Nominating Committee: An

Emerging Force in the Boardroom .

Donald R. Caldwell and L. Parker Har-

rell , Jr.

May, p . 20

BORROWINGS

Bank Board amends borrowings

regulations .

May, p. 41

Bank Board proposes to amend rules

governing borrowing by S& Ls to pro-

vide greater flexibility in managing

liabilities .

December, p. 31

BRADLEY, W. C.

Office of Minority Affairs . An annual

report .

April , p . 66

BRANCHING

Bank Board adopts amendment stat-

ing its policy complementing final

branching regulations .

January, p . 27

Bank Board issues policy statement

interpreting and amplifying its final

regulations.

January, p . 27

"Money Huts" Meet Customer Needs

in FarWest Territory. Rick Kellogg .

February, p. 14

Future Federal Branches into Tomor-

row'sTechnology. Madelynn Uth .

March , p. 24

U.S. Court of Appeals upheld validity

of Bank Board's policy statement re-

garding pro-competitive branching .

Office of General Counsel . An annual

report by Ira L. Tannenbaum .

April , p . 37

Bank Board acted on 634 applica-

tions , the lowest number processed

since 1971 and the biggest decrease

annually since 1975. Office of In-

dustry Development . An annual re-

port by Carol A. Oman .

April , p . 45

Interest Rate Deregulation , Branch-

ing , and Competition in the Savings

and Loan Industry. Kristine L. Chase.

November, p . 2

BUCHANAN, JOHN S.

Named Executive Staff Directorto

Chairman Pratt

July, p . 75

BUCKLEY, JOHN M., JR.

The S&L Environment in the 1980s.

January, p. 19

Office of Planning and Management

Coordination . An annual report.

April , p . 65

BUTLER, JOHN L.

Congressional Relations Postto

John L. Butler.

August , p . 30

C

CALDWELL, DONALD R.

The Nominating Committee : An

Emerging Force in the Boardroom .

Co-author: L. Parker Harrell , Jr.

May, p . 20

Mergers and Acquisitions : An Impor-

tant Part of the Strategic Plan . Co-

author: Arthur H. Harris .

July, p . 48

CALNAN , EUGENE M.

Appointed President of the Federal

Home Loan Bank of Pittsburgh .

October, p . 30

CASEY, BARBARA E.

Understanding the Financial Institu-

tion Customer.

July, p . 62

CASSIDY, HENRY J.

Price-Level Adjusted Mortgages

Versus Other Mortgage Instruments .

January, p . 3

Pricing Adjustable Mortgage Loans :

Guidance from the Yield Curve.

November, p . 7

CERTIFICATES OF DEPOSIT

Less reliance on short-term liabilities

such as Jumbo CDs is one step to

reduce maturity imbalance risk due

to lend-long/borrow-short posture of

S&Ls . Controlling Profit Volatility.

Jerry Hartzog .

February, p. 16

CD balances showed large $5.8 bil-

lion increase despite record increase

of $7.7 billion in previous 6-month

period . Changes in S& L Deposit Ac-

count Structure : April 1980-Septem-

ber 1980. Stephen T. Zabrenski .

February, p. 20

The Income Tax Treatment of Sav-

ings Certificate Penalties . Henry D.

Forer.

June, p. 13

Jumbo CDs had smallest increase

since the 6-month period ending

March 1979 amounting to $41 billion

(8 percent of all deposits) . Changes

in S&L Deposit Account Structure :

October 1980- March 1981. Stephen

T. Zabrenski .

August, p. 18

Memorandum issued stating that cer-

tificates can be converted to an ac-

count paying an interest rate no

higherthan , and with a maturity no

shorter than , the original account

without penalty.

October, p . 36

CHAMBERLAIN , CHARLOTTE

APPEL

Appointed Director of the Office of

Policy and Economic Research .

August, p . 30

Surveying the Economic and Finan-

cial Horizon .

October, p . 21

A Monthly Economic Report . Survey-

ing the Economic Horizon .

November, p. 29

CHASE, KRISTINE L.

Interest Rate Deregulation , Branch-

ing , and Competition in the Savings
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and Loan Industry.

November, p . 2

COHEN, DEBORAH L.

Floating Rate Note: Alternative

Short-Term Investment . Co -author:

Donald J. Puglisi .

June, p. 7

COMMERCIAL PAPER

Bank Board implements recent sta-

tutory authority permitting S& Ls and

other member institutions to invest

in commercial paper to satisfy their

liquidity requirements .

February, p. 35

COMMUNICATIONS OFFICE

Bob Stahly Moore named Director.

June, p. 38

COMMUNITY INVESTMENT FUND

During 1980, the number of S& Ls

using CIF increased by 290 to 1,200

and the amount of dollars used in-

creased by $2 billion to total $5

billion . Office of Community Invest-

ment . An annual report by Richard

Tucker.

April , p. 54

Program explained . Housing : Plan-

ning forthe Future . Carol Mount

Peterson .

November, p . 20

COMMUNITY REINVESTMENT ACT

Only about 25 percent of CRA-

covered applications raised CRA is-

sues showing that S&LS' CRA-record

was a negative factor in very few ap-

plications . Office of Industry Devel-

opment. An annual report by Carol A.

Oman.

April , p . 47

Identifying community credit need

can enable institutions to serve

bettertheir communities and design

affirmative marketing and special

credit-related programs as intended

byCRA. Assessing Community

Credit Needs through a Consumer

Survey. Joel Saegert and Kathy Spil-

lar Schwarz .

May.p. 24

COMPUTERIZATION AND

AUTOMATION

Abstract written on computer-

assisted cartography and its applica-

tion in economic research . Research

Working Papers. Romelle F. Roeske.

June, p . 28

Expensive and complex operations

are forcing S&Ls to acquire more

capital and new skills in manage-

ment . Planning for the Competitive

Environment. Richard G. Marcis.

July, p . 4

CORPORATE DEBT SECURITIES

See Securities, p .

COTTRELL, DOUGLAS R.

Named Vice President of FHLMC's

Southeast Region .

September, p. 30

CROFT, D. JAMES

Named Director of the Office of

District Banks.

August, p . 30

Appointed Director of Examinations

and Supervision .

October, p . 30

D

DALTON , BOARD MEMBER

JOHN H.

Dalton Named Chairman of the Bank

Board.

January, p . 2

Resigns as Member of the Bank

Board.

July, p . 74

DANIELS, PEGGY WALCH

Crimes Against S&Ls Increase 16.1

Percent During Second Half of 1980.

September, p. 18

DEMPSEY, MARCIS

"Mortgages for Beginners:" An Early

Success in Flexible Underwriting .

Co-author: Richard Fischman .

August , p . 10

DEPOSITORY INSTITUTIONS

DEREGULATION COMMITTEE

(DIDC)

Met and adopted several significant

changes in deposit regulations.

November, p. 22

Chairman Pratt states issues within

DIDC. A New Day Dawns for the Sav-

ings and Loan Industry.

December, p. 6

DIAZ, FLORENTINO P.

Selecting the Right Planning

Consultant.

July, p. 68

DRAPER, MALCOLM , JR .

Appointed as Assistant to Bank

Board Chairman Richard T. Pratt.

September, p . 29

E

ECONOMIC ACTIVITY

Surveying the Economic and Finan-

cial Horizon . Charlotte A.

Chamberlain.

October, p. 21

A Monthly Economic Report. Survey-

ing the Economic Horizon . Charlotte

A. Chamberlain .

November, p. 29

Housing and the Economy. A.

Thomas King and Larry Ozanne.

December, p . 20

ECONOMIES OF SCALE

Economies of Scale in the S&L In-

dustry: New Evidence and Implica-

tions for Profitability. Larger asso-

ciations, according to studies on

economies of scale, operate more

efficiently than smaller ones. James

E. McNulty.

February, p. 2

EDWARDS, EDWARD E.

Closing Statement.

July, p. 72

ELECTRONIC FUNDS

TRANSFER SYSTEM

Bank Board modified regulations to

comply with the Electronic Funds

Transfer Act of 1978. Office of

General Counsel . An annual report

by Ira L. Tannenbaum .

April, p. 34

Bank Board amends Regulation E to

permit S& Ls to debit customers ' ac-

counts automatically for repayment

of preauthorized overdraft credit .

May, p. 53

ENERGY CONSERVATION

Future Federal Branches into Tomor-

row's Technology. Future Federal

sets up passive solar system using

a former gas station .

March, p. 24

ESCROW ACCOUNTS

Escrow Accounts: What's Been Hap-

pening and Why. Walter Woerheide.

June, p. 22

F

FAUCETTE, DOUGLAS P.

Income Capital Certificates: FSLIC
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Creates a Unique Savings and Loan

Security. Co-author: Richard K.

Kneipper.

October, p. 10

Resigns from Bank Board as Senior

Associate General Counsel .

November, p . 23

FEDERAL HOME LOAN

BANK BOARD

Dalton Named Chairman of the Bank

Board.

January, p. 2

Holds Ninth Annual Awards

Ceremony: Honors Gene L. Hall with

Distinguished Service Award .

January, p. 23

Bank Board Celebrates Black

History Month .

March , p. 36

Even though work force increased

by only 2 percent during 1980,

minorities and women made up 47

percent ofthat 2 percent . Office of

Minority Affairs . An annual report by

W. C. Bradley.

April , p . 66

Richard T. Pratt Named Chairman of

the Bank Board.

May, p. 2

Bank Board revises regulations on

post-employment conflict of interest.

May, p. 41

Bank Board approves use of adjust-

able mortgage loan instrument .

May, p. 54

Richard T. Pratt takes oath of office

as Bank Board's 19th Chairman.

June, p. 36

Bank Board's role will be making

sure that S& Ls have the tools to

plan for a profitable future . A

Message from the Chairman: Plan-

ning for the Challenges and Oppor-

tunities of the 1980s . Richard T.

Pratt.

July, p. 2

John H. Dalton Resigns as Board

Member.

July, p. 74

John S. Buchanan Named Executive

Staff Director to Chairman Pratt.

July, p. 75

Bank Board Implements Successful

Micrographic System .

August, p. 31

Bank Board issues memorandum

regarding guidelines on prohibited

contributions or expenditures for

S&Ls .

August, p. 35

Bank Board publishes list of regu-

latory items under consideration or

expected to be considered in the

next six months .

August, p. 38

Pratt Discusses the Bank Board's

Proposed Thrift Institutions Restruc-

turing Act .

October, p. 2

Bank Board requires that a record be

prepared by each S&L after each at-

tempted or completed external crime

and filed at Bank Board head-

quarters.

November, p. 27

Publishes interim ruling on Equal

Access to Justice Act.

November, p. 26

Issues and goals stated at U.S.

League Convention . A New Day

Dawns for the Savings and Loan

Industry.

December, p. 2

Chairman Pratt to Establish Savings

and Loan Industry Museum .

December, p. 3

Strategies for Assisting the Thrift

Industry to Creatively Cope with

the Rapidly Changing Financial

Environment.

December, p. 8

FEDERAL HOME LOAN BANKS

Rub retires from Pittsburgh Bank as

President; served the Bank System

for 21 years.

January, p. 24

Office of District Banks . An annual

report by James R. Silkensen .

April, p. 8

New York Bank co-sponsors pilot

high school banking internship pro-

gram .

May, p. 36

Calnan appointed President of the

Pittsburgh Bank.

October, p. 30

Cincinnati Bank describes urban

lending program . Housing : Planning

for the Future . Carol Mount Peter-

son.

November, p. 18

Bank Board amends regulations

allowing merged S&Ls to count their

increased size to determine number

of votes in election of directors.

December, p. 31

FEDERAL HOME LOAN

MORTGAGE CORPORATION

Bank Board issues memorandum

regarding approved list of qualified

private mortgage insurers .

March , p. 46

Cottrell named Vice President of

Southeast Region.

September, p. 30

Announces through memorandum

R49-1 a program of swap transac-

tions designed to enhance the li-

quidity position of S&Ls connected

with mortgage loans and PCs.

October, p. 33

FEDERAL SAVINGS AND LOAN

INSURANCE CORPORATION

The FSLIC: Protection through Pro-

fessionalism. Richard H. Grant.

February, p. 9

Federal Savings and Loan Insurance

Corporation. An annual report by

Richard H. Grant.

April, p. 12

H. Brent Beesley named Director.

June, p. 38

FINN, J. J.

Secretariat. An annual report.

April, p. 77

FISCHMAN, RICHARD

"Mortgage for Beginners:" An Early

Success in Flexible Underwriting .

Co-author: Marcis Dempsey.

August, p. 10

FORD, DEBORAH A.

The Impact of Title Insurance and

Controlled Business on the S&L In-

dustry. Co-author: G. Burgess

Allison .

June, p. 2

FORER, HENRY D.

The Income Tax Treatment of Sav-

ings Certificate Penalties .

June, p. 13

FRIEDMAN, JACK P.

Discount Register for Existing

Loans.

March, p. 29

FUNDS

Sources and Uses of Funds: Fourth

Quarter 1980. Stephen T. Zabrenski .

March, p. 31

One major change in the financial

system is the competition for sav-

ings funds. Savings and Loan Plan-
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ning for the New Competitive En-

vironment. Richard G. Marcis .

July, p. 5

Sources and Uses of Funds: Second

Quarter 1981. Stephen T. Zabrenski .

September, p. 24

Sources and Uses of Funds: Third

Quarter 1981. Stephen T. Zabrenski .

December, p. 24

FUTURES MARKETS

Bank Board proposes to amend

regulations regarding futures

markets to enable S&Ls better pro-

tection on their operations against

interest rate risks .

June, p . 40

Bank Board adopts amendments

governing the use of futures markets

to protect operations against inter-

est rate risks .

August, p. 35

Financial Futures: A Primer. Harold

R. Walt.

September, p. 2

Financial Futures from a Regulatory

Perspective. Robert L. Losey.

September, p. 12

Interest Rate , Default , and Basis

Risk in Hedging Fixed Rate Conven-

tional Mortgages . Robert L. Losey

and Susan Kelsey.

November, p. 10

G

GALLAGHER, DOUGLAS D.

The Effect of Financing Terms on

Residential Property Values.

June, p. 20

Below Market Rate Loans for

Refinances, Resales, or Assump-

tions .

September, p. 15

GILLUM, CHARLES R.

Internal Evaluation and Compliance

Office. An annual report.

April, p. 60

GOUTHRO, LEANNA

Office of Congressional Relations.

An annual report.

April, p. 74

GRANT, RICHARD H.

The FSLIC: Protection through Pro-

fessionalism .

February, p. 9

The Federal Savings and Loan Insur-

ance Corporation . An annual report .

April , p. 12

H

HALL, GENE L.

Receives the Bank Board's Distin-

guished Service Award.

January, p. 23

HAMMOND, KEITH

318 West Main Street-A Structure

of Special Significance .

September, p. 22

HANDORF, WILLIAM C.

Spread Management for S& Ls: A

Primer. Co-author: Michael P.

McCarthy.

July, p. 38

HARARI , OREN

Management Training : Boon or

Bane? Co-author: Harold R. Walt.

November, p. 13

HARRELL, L. PARKER, JR.

The Nominating Committee: An

Emerging Force in the Boardroom .

Co-author: Donald R. Caldwell.

May, p. 20

HARRIS, ARTHUR H.

Mergers and Acquisitions: An Impor-

tant Part of the Strategic Plan . Co-

author: Donald R. Caldwell .

July, p. 48

HARTZOG , JERRY

Controlling Profit Volatility.

February, p. 16

HOLDING COMPANIES

The Change in Savings and Loan

Control Act of 1978.

April, p. 11

HOUSING

Women and Mortgage Credit : Select-

ing the Right House.

January, p. 21

Housing starts for 1980 totaled 1.29

million units; in fourth quarter, hous-

ing starts increased over third quar-

ter total with the bulk of increase

being in multifamily units . Housing

and Economic Developments: A

Quarterly Review . Marshall A.

Kaplan.

February, p. 27

Housing starts declined 26 percent

to 1.3 million during 1980, while

prices of new homes rose 27 percent

to $64,600 . Office of Policy and Eco-

nomic Research . An annual report by

Marshall A. Kaplan .

April , p. 21

The Impact of Financial Innovations

and Reform in the Housing and

Mortgage Market . Five panelists give

their views at 10th annual housing

conference.

May, p. 4

Declined sharply during January-

March 1981. Housing and Economic

Developments: A quarterly Review .

Marshall A. Kaplan .

May, p. 33

Abstract written on investment

demand for housing during inflation-

ary times. Research Working Papers.

Romelle F. Roeske.

June, p . 28

Inflation and the Single- Family

Home. Alan R. Winger.

August, p . 7

Outlook continues to be dim . Hous-

ing and Economic Developments: A

Quarterly Review . Marshall A. Kaplan .

August, p. 24

Housing: Planning forthe Future .

Carol Mount Peterson .

November, p . 18

Starts continued to decline , this time

to 918,000. A Monthly Economic

Report . Surveying the Economic

Horizon . Charlotte A. Chamberlain .

November, p. 29

Housing and the Economy.

A. Thomas King and Larry Ozanne.

December, p . 20

INCOME CAPITAL CERTIFICATES

Income Capital Certificates : FSLIC

Creates a Unique Savings and Loan

Security. Douglas P. Faucette and

Richard K. Kneipper.

October, p . 10

INSURANCE

Bank Board issues memorandum

regarding approved list of qualified

private mortgage insurers .

March , p . 46

Insurance limit on accounts

increased from $40,000 to $ 100,000 in

March 1980. Federal Savings and

Loan Insurance Corporation . An
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annual report by Richard H. Grant.

April, p. 12

Bank Board issues interpretation

regarding payment of FSLIC Insur-

ance on accounts and clarifying

existing FSLIC insurance coverage .

July, p. 77

INTEREST RATES

Bank Board issues memorandum

advising OES professional staff how

S&Ls may capitalize interest rates

relating to qualifying assets.

March, p . 47

High interest rates curtailed most

S&Loperations and reduced industry

profitability during 1980. Office of

Policy and Economic Research . An

annual report by Marshall A. Kaplan .

April , p . 20

Interest rate volatility during 1980

emphasized importance of asset and

liability management . Office of

Finance. An annual report by Charles

Myers.

April , p . 57

The unstable interest rate environ-

ment is a major source of change in

the financial market. Savings and

Loan Planning for the Competitive

Environment. Richard G. Marcis.

July, p . 4

Interest rates expected to rise in the

fourth quarter. Surveying the Eco-

nomic and Financial Horizon . Char-

lotte A. Chamberlain .

October, p. 21

Sharp rise in interest rates paid by

S&Ls to depositors and lenders for

funds was the principal cause forthe

loss during the first six months of

1981. Association Earnings- First

Half 1981. Richard C. Pickering .

October, p . 23

Shape ofTreasury yield curve , con-

straints on interest rate movements ,

and selected AML index help to

determine initial rate on AMLs . Pric-

ing Adjustable Mortgage Loans :

Guidance from the Yield Curve .

Henry J. Cassidy.

November, p. 7

Interest rates to remain high despite

weakening economy and lessening

inflationary pressures , due to restric-

tive monetary policy. A Monthly Eco-

nomic Report . Surveying the Eco-

nomic Horizon . Charlotte A.

Chamberlain .

November, p . 29

INTERNAL EVALUATION AND

COMPLIANCE OFFICE

Internal Evaluation and Compliance

Office. An annual report by Charles

R. Gillum .

April , p . 60

Bank Board proposes to establish

new system of records to permit

access and indexing collected by

this office .

May, p. 53

K

KAPLAN, MARSHALL A.

Named Acting Director of the Office

of Policy and Economic Research .

January, p . 24

Housing and Economic Develop-

ments: A Quarterly Review.

February, p . 27

Office of Policy and Economic

Research . An annual report .

April , p . 19

Housing and Economic Develop-

ments: A Quarterly Review.

May, p. 33

Housing and Economic Develop-

ments: A Quarterly Review .

August, p . 24

Resigns from Bank Board as Deputy

Director of OPER.

September, p . 29

KELLOGG, RICK

"Money Huts" Meet Customer Needs

in FarWestTerritory.

February, p . 14

KELSEY, SUSAN

Interest Rate , Default , and Basis Risk

in Hedging Fixed Rate Conventional

Mortgages. Co -author: Robert L.

Losey.

November, p. 10

KENT , RICHARD J.

Evaluating the Bank Board's Liquidi-

ty and Special Advances Programs.

August, p . 13

KEYES, EDWARD

Financial Modeling : An Essential

Tool forS&L Planning .

July , p . 44

KING , A. THOMAS

Housing and the Economy. Co-

author: Larry Ozanne.

December, p. 20

KING, ADEAN WELLS

Appointed Director of Minority

Affairs .

December, p . 29

KNEIPPER, RICHARD K.

Income Capital Certificates: FSLIC

Creates a Unique Savings and Loan

Security. Co-author: Douglas P.

Faucette .

October, p. 10

L

LANDRIGAN , STEPHEN

Synopsis ofthe President's Housing

Commission Interim Report .

December, p . 11

LEGISLATION

Bank Board issues enforcement

documents protecting consumer

interests.

January, p . 24

The Change in Savings and Loan

Control Act of 1978.

April , p . 11

Office of General Counsel developed

regulations to implement the provi-

sions ofthe DIDMCA. Office of

General Counsel . An annual report by

Ira L. Tannenbaum .

April , p . 32

Legislation needed to make IRAs

more available and usable to people

who want to plan for their retirement .

Mortgages, Savings , and Expanded

IRAS. John A. Tuccillo .

May, p. 14

Congress working on issue of title

insurance and high settlement costs .

The Impact of Title Insurance and

Controlled Business on the S&L

Industry. Deborah A. Ford and G.

Burgess Allison .

June , p . 2

Abstract written on legislative

attempts to alter asset-liability mis-

match . Research Working Papers.

Romelle F. Roeske.

June, p . 28

DIDMCA is most dynamic piece of

legislation in S&L history since the

Homeowners ' Loan Act of 1933 and
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is the major source of change taking

place in the financial markets . Sav-

ings and Loan Planning forthe New

Competitive Environment . Richard G.

Marcis.

July, p . 5

Enterprise zone bill awaits congres-

sional enactment . Enterprise Zones:

A New Concept in Urban Reinvest-

ment. Mary Hamil Parker.

August, p . 2

Bank Board publishes list of regula-

tory items under consideration or

expected to be considered in the

next six months .

August, p . 38

Pratt Discusses the Bank Board's

Proposed Thrift Institutions Restruc-

turing Act.

October, p . 2

The 1980 Monetary Control Act

expected to result in less branching ,

fewer giveaways , and higher rates on

deposits. Interest Rate Deregulation ,

Branching , and Competition in the

Savings and Loan Industry . Kristine

L. Chase.

November, p. 2

Thrift Institutions Restructuring Act ,

which was introduced in Congress,

explained briefly. Strategies for

Assisting the Thrift Industry to

Creatively Cope with the Rapidly

Changing Financial Environment .

December, p . 9

LENDING, CONSUMER

Bank Board issues enforcement

documents protecting consumer

interests.

January, p. 24

Assessing Community Credit Needs

through a Consumer Survey. Joel

Saegert and Kathy Spillar Schwarz.

May, p. 24

The Actwould expand consumer

lending powers of S&Ls now subject

to the 20 percent of assets restric-

tion . Pratt Discusses the Bank

Board's Proposed Thrift Institutions

Restructuring Act.

October, p . 5

LENDING , INNER CITY AND URBAN

Enterprise Zones: A New Concept in

Urban Reinvestment . Mary Hamil

Parker.

August , p . 2.

Housing: Planning for the Future .

Carol Mount Peterson .

November, p. 18

LENDING , MORTGAGE

Discount Register for Existing Loans .

Jack P. Friedman .

March, p. 29

Repayments (net) in all of 1980was

smallest since 1976. Mortgage loans

closed in 1980was 28 percent less

than 1979 and the smallest since

1975. Sources and Uses of Funds:

Fourth Quarter 1980.

March , p . 31

Declined 28 percent to $72.5 billion

during 1980. Office of Policy and

Economic Research . An annual

report by Marshall A. Kaplan .

April. p . 26

U.S. Supreme Court upheld Bank

Board's pre-emptive authority over

lending practices of Federal S& Ls in

California, thus in all States . Office of

General Counsel . An annual report by

Ira L. Tannenbaum .

April , p . 37

Assessing Community Credit Needs

through a Consumer Survey. Joel

Saegert and Kathy Spillar Schwarz.

May, p. 24

Bank Board adopts interpretation

regarding "most favored lender"

status .

May, p. 53

The Effect of Financing Terms on

Residential Property Values . Douglas

D. Gallagher.

June, p. 20

Escrow Accounts : What's Been Hap-

pening and Why.Walter Woerheide.

June , p . 22

Mortgage lending slowed substan-

tially. Sources and Uses of Funds:

First Quarter 1981. Stephen T. Zab-

renski .

June, p. 31

Two state agencies qualify as mort-

gage insurers for loans.

June, p . 40

Office of Examinations and Supervi-

sion issues memorandum on revised

listing of FHLMC-approved mortgage

insurers .

June, p . 41

Moreflexibility in terms of home

mortgage loans essential , if housing

choices are to be broadened . Infla-

tion and the Single- Family Home.

Alan R. Winger.

August, p . 7

"Mortgages for Beginners:" An Early

Success in Flexible Underwriting .

Richard Fischman and Marcis Demp-

sey.

August, p . 10

Bank Board issues memorandum

concerning regulations on adjust-

able rate mortgage loans in which the

interest rate has been bought down .

August, p . 37

Below Market Rates Loans for

Refinances, Resales , or Assump-

tions . Douglas D. Gallagher.

September, p . 15

Continued to be slow because of

deposits outflows , higher costs of

funds, and higher mortgage rates .

Sources and Uses of Funds: Second

Quarter 1981. Stephen T. Zabrenski .

September, p. 24

Bank Board states policy regarding

S&Lauthority to include due-on-sale

clauses in its mortgage loan con-

tract.

September, p. 31

Bank Board proposes to authorize

S&Ls to deferand amortize gains and

losses from sale of mortgage loans

and mortgage-related securities .

September, p. 32

Proposed Act asks for pre-emption of

state laws banning due-on -sale

clauses . Pratt Discusses the Bank

Board's Proposed Thrift Institutions

Restructuring Act.

October, p . 5

If the Fixed-Rate Mortgage Obsolete?

Alan R. Winger.

October, p . 14

Real Dollar Payback Loans: A Solu-

tion to the Housing Problem . A. D.

Sharplin .

December, p. 13

Slowed in third quarter. Sources and

Uses of Funds: Third Quarter 1981 .

Stephen T. Zabrenski .

December, p. 26

LENDING , REAL ESTATE

Proposed Act would broaden real

estate lending and allow commercial

lending. Pratt Discusses the Bank

Board's Proposed Thrift Institutions

Restructuring Act.

October, p. 5

Bank Board proposes to authorize

identical accounting treatment for

sale of real estate by S&Ls ' service

corporations.

December, p . 32
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LIQUIDITY

Restriction on liquid assets to short

maturity and buildup of liquidity is

one step in reducing maturity imbal-

ance risk due to lend-long/borrow-

short posture of S&Ls . Controlling

Profit Volatility. Jerry Hartzog .

February, p. 16

Bank Board implements recent statu-

tory authority permitting S&Ls and

other member institutions to invest

in corporate debt obligations and

commercial paper to satisfy their

liquidity requirements .

February, p. 35

Bank Board proposes amendment on

counting certain reserves as liquidi-

ty .

May, p . 42

Abstract written on liquidity

behaviorof S&Ls . Research Working

Papers . Romelle F. Roeske .

June, p. 29

Liquid Assets rose $1 billion during

first quarter. Sources and Uses of

Funds: First Quarter 1981. Stephen T.

Zabrenski .

June, p . 31

Bank Board adopts amendments

authorizing S& Ls to count certain

reserves required by Title I toward

liquidity and amended regulations

regarding status of vault cash when it

is maintained to satisfy requirements

ofTitle I.

July, p . 77

Evaluating the Bank Board's Liquidi-

ty and Special Advances Programs.

Richard J. Kent.

August , p . 13

Liquid asset holdings were reduced

to $45.9 billion and liquidity ratio

declined to 8.41 percent . Sources

and Uses of Funds : Second Quarter

1981. Stephen T. Zabrenski .

September, p . 24

Bank Board amended liquidity rules

to classify short-term securities

issued bythe FHLMC as liquid

assets .

November, p . 25

Liquidity ratio down to lowest level

since December 1979. Sources and

Uses of Funds: Third Quarter 1981 .

Stephen T. Zabrenski .

December, p . 28

LOSEY, ROBERT L.

Financial Futures from a Regulatory

Perspective .

September, p . 12

Interest Rate , Default , and Basis Risk

in Hedging Fixed Rate Conventional

Mortgages. Co-author : Susan Kelsey.

November, p. 10

M

MANAGEMENT

The S&L Environment in the 1980s .

John M. Buckley, Jr.

January, p . 19

A Message from the Chairman : Plan-

ning forthe Challenge and Opportun-

ities ofthe 1980s . Richard T. Pratt .

July, p. 2

The Strategic Planning Challenge for

Savings and Loans . R. K. Ready and

Edward Ranelli .

July, p . 15

Asset-Liability Management for Sav-

ings and Loans . Gilbert G. Roessner

and Reid Nagle .

July, p . 25

Spread Management for S& Ls : A

Primer. Michael P. McCarthy and

William C. Handorf.

July, p . 38

Financial Modeling : An Essential

ToolforS&L Planning . Edward

Keyes.

July , p . 44

Mergers and Acquisitions: An Impor-

tant Part of the Strategic Plan .

Donald R. Caldwell and Arthur H.

Harris.

July, p . 48

Crisis Management . Anat Yalif and

Ronald M. Murray.

July, p . 54

Understanding the Financial Institu-

tion Customer. Barbara E. Casey.

July, p . 62

Selecting the Right Planning Con-

sultant. Florentino P. Diaz.

July, p . 68

Closing Statement . Edward E.

Edwards.

July, p . 72

Dispensing NOW Accounts : Partici-

pative Management Style . Carol A.

Piening .

October, p . 17

Management Training : Boon or

Bane? Oren Harari and Harold R.

Walt.

November, p . 13

MARCIS, RICHARD G.

Savings and Loan Planning forthe

New Competitive Environment.

July , p . 4

Marcis resigns as Chief Economist of

Bank Board .

August, p . 29

MCCARTHY, MICHAEL P.

Spread Management for S&Ls : A

Primer. Co-author: William C. Han-

dorf.

July, p . 38

MCGHEE , DORIS

Personnel Management Office . An

annual report .

April, p . 62

MCNULTY, JAMES E.

Economies of Scale in the S &L

Industry: New Evidence and Implica-

tions for Profitability.

February, p. 2

MERGERS AND ACQUISITIONS

Key in the decision in whetherto

merge has been the economies of

scale . Economies of Scale in the S& L

Industry: New Evidence and Implica-

tions for Profitability. James E.

McNulty.

February, p . 2

Providing financial assistance usual-

ly through mergers is the resolution

of a vast majority of all problem

cases. In 1980, 93 of 124 problem

cases were resolved through merg-

ers. The FSLIC: Protection through

Professionalism . Richard H. Grant.

February , p . 9

Mergers authorized by the Bank

Board tripled during 1980 after

declining for past 5 years . Office of

Industry Development . An annual

report by Carol A. Oman .

April, p . 45

Bank Board gave District Banks more

authority to approve merger applica-

tions which in the past 95 percent of

all merger applications had been

approved bythe Bank Board . Office

ofIndustry Development . An annual

report by Carol A. Oman .

April , p . 51

Bank Board adopts amendment to
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Charter S regulations regarding

mergers of stock S&Ls and mutuals .

May, p . 41

Bank Board broadens authority of

principal supervisory agents in the

Bank System to approve certain

mergers .

May, p . 41

Bank Board amends policy statement

on supervisory mergers.

May, p. 42

Mergers and Acquisitions: An Impor-

tant Part of the Strategic Plan .

Donald R. Caldwell and Arthur H.

Harris.

July, p . 48

Bank Board adopts amendment clari-

fying its authority to waive certain

requirements in a merger involving a

stock association and amended defi-

nition of "association . "

July, p. 77

Bank Board grants more authority to

its Principal Supervisory Agents to

approve merger applications .

August, p . 34

Bank Board withdraws proposal

regarding treatment of goodwill in

acquired mergers.

September, p . 32

Bank Board approves first interstate

merger.

October, p. 28

Bank Board clarifies policy regarding

branch applications by S&Ls that

established an interstate branch

through supervisory mergers and

acquisitions .

October, p. 33

Bank Board issues memorandum

stating that accounting for goodwill

as a result of acquisitions in accord-

ance with GAAP is acceptable .

October, p . 35

Chairman Pratt discusses interstate

mergers and mergers in general at

U.S. League Convention . A New Day

Dawns forthe Savings and Loan

Industry.

December, p . 5

Bank Board clarifies its policy regard-

ing mergers.

December, p. 31

Bank Board amends regulations

allowing merged S&Ls to count their

increased size to determine number

of vote in election of directors .

December, p. 31

MONEY MARKET CERTIFICATES

(MMCs)

Less reliance on short-term liabilities

such as MMCs is one step to reduce

maturity imbalance risk due to lend-

long/borrow-short posture of S& Ls.

Controlling Profit Volatility. Jerry

Hartzog .

February, p . 16

Fell $4 billion after increasing by

record $61.7 billion in previous 6-

month period , which marked first

semi-annual decline in MMC bal-

ances. Changes in S& L Deposit

Account Structure : April 1980-

September 1980. Stephen T.

Zabrenski

February, p . 20

MMCs improved substantially in

fourth quarter as compared with the

third quarter and at year end 1980,

and represented 36.4 percent of all

deposits as compared with 27.7 per-

cent at year end 1979. Sources and

Uses of Funds : Fourth Quarter 1980.

Stephen T. Zabrenski .

March , p . 31

Growth in MMCs was largest of all

accounts in spite of decline , MMC

balance was 36 percent of all

deposits . Office of Policy and Eco-

nomic Research . An annual report by

Marshall A. Kaplan .

April , p . 24

All but 8 S&Ls offered MMCs as

MMCs totaled $197 billion which rep-

resented 38 percent of total deposits .

Changes in S&L Deposit Account

Structure : October 1980-March

1981. Stephen T. Zabrenski .

August , p . 17

Declined in third period . Sources and

Uses of Funds: Third Quarter 1981.

Stephen T. Zabrenski .

December, p. 26

MONEY MARKET FUNDS

S&Ls are confronted with ways to

compete with MMFs , the major

source of funds . Planning for the

Competitive Environment. Richard G.

Marcis .

July , p . 6

MOORE, BOB STAHLY

Named Director of Communications

at the Bank Board.

June, p . 38

MORTGAGES

Bank Board issues memorandum

regarding the amount treated as bor-

rowed money in connection with sale

of mortgages.

January, p . 27

Bank Board issues memorandum

regarding approved list of qualified

private mortgage insurers .

March , p . 46

The Impact of Financial Innovations

and Reform in the Housing and Mort-

gages Markets . Five panelists give

theirviews at 10th annual housing

conference.

May, p. 4

Bank Board approves use ofthe

adjustable mortgage loan instru-

ment.

May, p . 54

Bank Board permits S&Ls to defer

and amortize gains and losses on

sale or other disposition of mortgage

loans.

November, p . 26

Interest Rate , Default, and Basis Risk

in Hedging Fixed Rate Conventional

Mortgages. Robert L. Losey and

Susan Kelsey.

November, p. 10

MORTGAGE-BACKED BONDS OR

SECURITIES

Savings and Loans and the

Mortgage-Backed Security. Alan R.

Winger and Madelynn Uth .

January, p . 12

MURRAY, RONALD M.

Crisis Management . Co -author: Anat

Yalif.

July, p . 54

MUTUAL CAPITAL CERTIFICATES

Bank Board approves regulations on

issuing Mutual Capital Certificates .

January, p . 27

Bank Board proposes to allow mutual

S&Ls or savings banks to issue

MCCS provided their charters and

state laws permit.

December, p . 32

MYERS, CHARLES

Office of Finance . An annual report .

April, p . 57

N

NAGLE, REID

Asset- Liability Management for Sav-
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ings and Loans . Co-author: Gilbert G.

Roessner.

July, p . 25

NEIGHBORHOOD HOUSING

SERVICES (NHS)

During 1980, 19 NHS programs went

into operation and work began on 35

others; and financial institutions

committed $7 million to local NHS

programs. Neighborhood Reinvest-

ment Corporation . An annual report

byWilliam A. Whiteside .

April, p . 69

NHS programs stimulate reinvest-

ment in target areas. Housing : Plan-

ning forthe Future . Carol Mount

Peterson .

November, p. 20

NEIGHBORHOOD REINVESTMENT

CORPORATION

Neighborhood Reinvestment Cor-

poration . An annual report byWilliam

A. Whiteside.

April , p . 69

NEWMAN, WILLIAM J., JR.

Issues ofTax Significance to the

Thrift Industry . Co -author: Jack M.

Stern .

March , p . 2

NEWS IN THE DISTRICTS

January, p . 24

February, p. 30

March , p. 36

May, p . 38

June, p . 39

July , p . 75

August , p . 33

September, p . 30

October, p . 31

November, p . 23

December, p . 29

NOW ACCOUNTS

Bank Board approves prices set by

the Federal Home Loan Banks and

services provided under the NOW ac-

count authority.

March , p . 42

Increased from $0.8 billion to $5 bil-

lion since authorization on December

31 , 1980. Changes in S&L Deposit Ac-

count Structure: October 1980-

March 1981. Stephen T. Zabrenski.

August, p . 20

Bank Board adopts amendment re-

garding eligibility of individuals and

organizations to hold NOWs .

September, p. 31

Dispensing NOWAccounts : Par-

ticipative Management Style . Carol

A. Piening .

October, p . 17

Bank Board approves fee schedule

charged by District Banks for de-

mand deposit services .

November, p. 27

Bank Board repeals rule on owner-

ship of NOW accounts.

November, p . 27

O

OFFICE OF THE CHAIRMAN

Dalton Named Chairman of the Bank

Board .

January, p . 2

Office ofthe Chairman . An annual

report by Richard T. Pratt .

April , p . 6

Richard T. Pratt Named Chairman of

the Bank Board.

May, p . 2

Draper appointed as Assistant to the

Chairman .

September, p . 29

OFFICE OF COMMUNITY

INVESTMENT

Office of Community Investment . An

annual report by Richard Tucker.

April , p . 53

OFFICE OF CONGRESSIONAL

RELATIONS

Office of Congressional Relations.

An annual report by Leanna Gouthro.

April, p . 74

Congressional Relations Post to

John L. Butler.

August, p . 30

OFFICE OF DISTRICT BANKS

Office of District Banks . An annual

report byJames R. Silkensen .

April , p . 8

D. James Croft Named Director.

August, p . 30

OFFICE OF EXAMINATIONS AND

SUPERVISION

Office of Examinations and Supervi-

sion . An annual report by L. David

Taylor.

April , p . 39

L. David Taylor resigns as Director.

September, p . 30

Croft appointed Director.

October, p . 30

OFFICE OF FINANCE

Office of Finance . An annual report

byCharles Myers.

April , p . 57

OFFICE OF GENERAL COUNSEL

Tannenbaum Named Acting General

Counsel.

February, p. 30

Office of General Counsel . An annual

report by Ira L. Tannenbaum .

April , p . 32

Thomas P. Vartanian named Bank

Board General Counsel .

June, p . 38

OFFICE OF INDUSTRY

DEVELOPMENT

Office of Industry Development . An

annual report by Carol A. Oman.

April , p . 45

OFFICE OF MINORITY AFFAIRS

Office of Minority Affairs . An annual

report byW.C. Bradley.

April . p. 66

OFFICE OF PLANNING AND

MANAGEMENT COORDINATION

Office of Planning and Management

Coordination . An annual report by

John M. Buckley, Jr.

April , p . 65

OFFICE OF POLICY AND

ECONOMIC RESEARCH

Marshall A. Kaplan Named Acting

Director.

January, p. 24

Office of Policy and Economic

Research . An annual report by Mar-

shall A. Kaplan .

April , p . 19

Marcis resigns as Chief Economist .

August, p. 29

Charlotte Chamberlain appointed

Director.

August, p . 30

Marshall A. Kaplan resigns from Bank

Board as Deputy Director of OPER.

September, p . 29

OMAN, CAROL A.

Office of Industry Development. An

annual report .

April , p . 45
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OZANNE, LARRY

Housing and the Economy. Co-

author: A.Thomas King .

December, p . 20

P

PARKER, MARY HAMIL

Enterprise Zones : A New Concept in

Urban Reinvestment.

August , p . 2

PERSONNEL MANAGEMENT

OFFICE

Personnel Management Office . An

annual report by Doris McGhee .

April , p . 62

PETERSON, CAROL MOUNT

Housing : Planning for the Future.

November, p. 18

PETROCCI , RICHARD L.

Administration Office . An annual

report .

April , p . 74

PICKERING , RICHARD C.

Association Earnings- Second Half,

1980.

May, p . 28

Association Earnings- First Half

1981 .

October, p . 23

PIENING, CAROL A.

Dispensing NOW Accounts : Partici-

pative Management Style .

October, p . 17

PRATT, CHAIRMAN RICHARD T.

Office of the Chairman . An annual

report .

April , p . 6

Richard T. Pratt Named Chairman of

the Bank Board .

May, p . 2

Takes oath of office as Bank Board's

19th Chairman .

June, p. 36

A Message from the Chairman : Plan-

ning forthe Challenge and Opportun-

ities of the 1980s .

July, p . 2

John S. Buchanan Named Executive

Staff Director to Chairman Pratt.

July, p . 75

Pratt Briefs the President's Commis-

sion on Housing .

August, p . 28

Draperappointed as Assistant to the

Chairman .

September, p. 29

Pratt Discusses the Bank Board's

Proposed Thrift Institutions Restruc-

turing Act.

October, p . 2

Speaks at U.S. League convention . A

New Day Dawns for the Savings and

Loan Industry.

December, p. 2

Chairman Pratt to Establish Savings

and Loan Industry Museum .

December, p. 3

PUGLISI, DONALD J.

Corporate Bond Funds for Improved

S&L Earnings and Liquidity.

March, p . 19

Floating Rate Notes: Alternative

Short-Term Investments . Co-author:

Deborah L. Cohen .

June, p. 7

PRESIDENT'S COMMISSION ON

HOUSING

Synopsis of the President's Housing

Commission Interim Report . Stephen

Landrigan .

December, p . 11

R

RANELLI, EDWARD

The Strategic Planning Challenge for

Savings and Loans . Co -author: R. K.

Ready.

July, p . 15

READY R. K.

The Strategic Planning Challenge for

Savings and Loans . Co -author: Ed-

ward Ranelli .

July, p . 15

REGULATION Q

Elimination of Regulation Q expected

to result in less branching , fewer

give-aways , and higher rates on

deposits . Interest Rate Deregulation ,

Branching , and Competition in the

Savings and Loan Industry . Kristine

L. Chase.

November, p. 2

REMOTE SERVICE UNITS (RSUs)

Bank Board eliminates restrictions

on authorizing RSU activities.

March, p . 42

Bank Board adopts amendment

removing restrictions on operation of

RSUS.

June, p. 39

Bank Board proposes to remove

geographic restrictions on RSU

operations .

July, p. 77

Bank Board removes geographic re-

strictions on establishment and use

of RSUs.

September, p. 31

RESEARCH WORKING PAPERS

Research Working Papers . Romelle

F. Roeske.

June, p . 28

REPURCHASE TRANSACTIONS

Memorandum issued concerning

what obligations qualify for use in

connection with repurchase trans-

actions.

September, p . 32

Bank Board issues memorandum ad-

vising that over-collateralization of

reverse-repurchase agreements may

be unsafe .

September, p. 33

RESERVES

Bank Board issues Memorandum

T-67 relating to reserve requirements

fordepository institutions , including

revising Regulation D and amending

reporting requirements for institu-

tions with $14 million or less .

February, p. 36

RETIREMENT SAVINGS

ACCOUNTS

Mortgages, Savings, and Expanded

IRAS. John A. Tuccillo .

May, p. 14

Abstract written on implication on

expansion of retirement savings ac-

counts. Research Working Papers.

Romelle F. Roeske.

June, p. 28

ROESKE, ROMELLE F.

Research Working Papers.

June, p . 28

ROESSNER, GILBERT G.

Asset-Liability Management for Sav-

ings and Loans . Co-author: Reid

Nagle.

July , p . 25

RUB, LOUIS J.

Retires from Pittsburgh Bank as

President .

January, p . 24
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S

SAEGERT, JOEL

Assessing Community Credit Needs

through a Consumer Survey. Co-

author: Kathy Spillar Schwarz .

May, p. 24

SAVINGS

Less reliance on short-term liabilities

such as passbook accounts is one

step to reduce maturity imbalance

risk due to lend -long/borrow-short

posture of S& Ls . Controlling Profit

Volatility. Jerry Hartzog .

February, p. 16

Changes in S&L Deposit Account

Structure: April 1980-September

1980. Savings balances increased 20

percent over 2 previous 6-month

periods and passbook balances in-

creased for first time since Sep-

tember 1977-March 1978 period .

Stephen T. Zabrenski .

February , p . 20

Savings during last quarter improved

especially during October which had

the largest monthly inflow since

March 1979; but passbook accounts

declined record $ 12 billion during

fourth quarter. Sources and Uses of

Funds: Fourth Quarter 1980. Stephen

T. Zabrenski .

March , p . 31

S&Ls authorized to issue debit cards

enabling savings account holders to

make withdrawals or third partty

payments.

March, p. 42

Bank Board issues memorandum on

restricted use of give-aways.

March , p. 48

Balances in regular passbook ac-

count declined $ 11.3 billion during

1980 and was 21 percent of all de-

posits at S&Ls . Office of Policy and

Economic Research . An annual re-

port by Marshall A. Kaplan .

April, p . 24

Regulation D amended by Federal

Reserve which changed definition of

"calendar month ."

May, p. 53

Net savings outflow was $0.7 billion

during first quarter 1981 , the first

quarterly outflow since third quarter

1974. Sources and Uses of Funds:

First Quarter 1981. Stephen T.

Zabrenski .

June, p . 31

Bank Board determines that

Christmas Club accounts and similar

savings certificates are considered

as "term " accounts , not as regular

accounts.

June, p . 40

Memorandum issued on require-

ments with respect to give -aways and

trading stamps.

June, p . 40

Changes in S&L Deposit Account

Structure: October 1980- March

1981. Stephen T. Zabrenski .

August , p . 17

Bank Board proposes to allow pay-

ment of interest on demand deposits

held bythe District Banks to enable

the District Banks to serve the thrift

industry and to enable thrifts to make

use offunds.

August, p . 35

Bank Board issues memorandum per-

taining to certain time deposits

which are to be considered personal

time deposits and thus would not

be subject to reserve requirements .

August , p . 37

S&Ls experienced deposit outflows

amounting to $ 10.5 billion . Sources

and Uses of Funds: Second Quarter

1981. Stephen T. Zabrenski .

September, p. 24

Bank Board removes cap on ceiling

rates of return payable by S& Ls on

accounts of 22 to 4 years and au-

thorizes issuance of fixed -term ac-

counts with variable rates .

November, p . 25

Adverse savings flow continued in

third quarter. Sources and Uses of

Funds: Third Quarter 1981. Stephen

T. Zabrenski .

December, p . 24

SAVINGS AND LOAN

ASSOCIATIONS

"Money Huts" Meet Customer Needs

in FarWest Territory. Far West Fed-

eral S&L of Portland , Oreg . , intro-

duces new concept of branching .

February, p. 14

Future Federal Branches into Tomor-

row's Technology. Future Federal ,

located in Louisville , Ky., sets up

passive solar system . Madelynn Uth .

March , p . 24

FSLIC paid out record $1.3 billion to

depositors of 11 S&Ls . Federal Sav-

ings and Loan Insurance Corpora-

tion . An annual report by Richard H.

Grant.

April , p. 12

Bank Board examines serious prob-

lem S&Ls every 6.5 months and prob-

lem -free S&Ls every 15.8 months.

Office of Examinations and Super-

vision . An annual report by L. David

Taylor.

April , p . 41

New S &Ls established were concen-

trated heavily in the San Francisco

District (41 percent) and in the Atlan-

ta and Little Rock Districts combined

(42 percent). Office of Industry De-

velopment. An annual report by Carol

A.Oman.

April , p . 46

Association Earnings-Second Half,

1980. Richard C. Pickering .

May, p . 28

Bank Board eliminates form reports

required under Bank Protection Act.

May, p. 53

Three abstracts written on S & Ls.

Research Working Papers. Romelle

F. Roeske .

June, p . 28

Understanding the Financial Institu-

tion Customer. Barbara E. Casey.

July, p . 62

Otero Savings and Loan of Colorado

Springs, Colo . , develops innovative

program to help first -time home-

buyers . "Mortgages for Beginners:"

An Early Success in Flexible Under-

writing . Richard Fischman and Mar-

cis Dempsey.

August, p . 10

Crimes Against S&Ls Increase 16.1

Percent During Second Half of 1980.

Peggy Daniels.

September, p . 18

Mutual Home and Savings Associa-

tion , based in Decatur, III . , preserves

an historical home in Shelbyville to

be used as a branch office . 318West

Main Street-A Structure of Special

Significance . Keith Hammond .

September, p . 22

About 70 percent of S&Ls ex-

perienced a loss during the first half

of 1981. Association Earnings- First

Half 1981. Richard C. Pickering .

October, p . 23
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Bank Board requires that a record be

prepared by each S&L after each at-

tempted or completed external crime

and filed at Bank Board head-

quarters.

November, p. 27

Chairman Pratt to Establish Savings

and Loan Industry Museum .

December, p. 3

Bank Board adopts amendment

allowing adjustment of rate of return

with regard to receiverships .

December, p . 31

Bank Board issues cease-and -desist

order against an S&L and requires

that S&L add $1 million to its net

worth .

December, p. 32

SCHWARZ, KATHY SPILLAR

Assessing Community Credit Needs

through a Consumer Survey. Co-

author: Joel Saegert .

May, p. 24

SECRETARIAT

Secretariat . An annual report by

J.J. Finn .

April , p . 77

Bank Board Implements Successful

Micrographics System .

August, p . 31

SECURITIES

Savings and Loans and the Mort-

gage- Backed Security. Alan R.

Wingerand Madelynn Uth .

January, p. 12

Memorandum issued by Bank

Board's Office of Examinations and

Supervision on qualifying securities

for investment and/or liquidity

purposes.

May, p. 42-52

Bank Board implements recent

statutory authority permitting S&Ls

and other member institutions to in-

vest in corporate debt obligations to

satisfy their liquidity requirements .

February, p. 35

Corporate Bond Securities for Im-

proved S&L Earnings and Liquidity.

Donald J. Puglisi .

March , p. 19

Bank Board authorizes S&Ls to invest

in mutual funds .

May, p . 42

Floating Rate Note : Alternative

Short-Term Investments . Donald J.

Puglisi and Deborah L. Cohen.

June, p . 7

Bank Board issues memo detailing

guidelines on marketing government

securities or retail repurchase

agreements.

June, p . 42

Bank Board defines status of securi-

ties under liquidity and net worth

rules to ensure appropriate treatment

of certain securities.

October, p. 33

Bank Board corrects language in final

amendments regarding permanent

equity on securities .

November, p. 26

Bank Board permits S&Ls to defer

and amortize gains and losses on

sale or other disposition of mort-

gage-related securities and debt

securities.

November, p . 26

SERVICE CORPORATIONS

Bank Board proposes to amend regu-

lations to provide increased flexibil-

ity in S & Ls ' service corporation

activities .

February, p . 35

The Impact of Title Insurance and

Controlled Business on the S&L In-

dustry. Deborah A. Ford and G.

Burgess Allison .

June, p . 2

Bank Board adopts amendments ex-

panding and adding flexibility to serv-

ice corporation activities.

June, p . 39

Proposed Act would increase service

corporation investment . Pratt Dis-

cusses the Bank Board's Proposed

Thrift Institutions Restructuring Act.

October, p . 5

Bank Board proposes to authorize

identical accounting treatment for

sale of real estate by S&Ls ' service

corporations .

December, p . 32

SHARPLIN , A.D.

Real Dollar Payback Loans : A Solu-

tion to the Housing Problem .

December, p. 13

SILKENSEN , JAMES R.

Office of District Banks . An annual

report .

April , p . 8

STERN, JOSEPH M.

Issues ofTax Significance to the

Thrift Industry . Co -author: William J.

Newman, Jr.

March, p . 2

STOCK ASSOCIATIONS

The Change in Savings and Loan

Control Act of 1978.

April , p . 11

The number of stock associations

numbered 46 at end of 1980. Office of

General Counsel . An annual report by

Ira L. Tannenbaum .

April , p . 32

U.S. Court of Appeals upheld Bank

Board's authority to approve conver-

sions of mutual S&Ls to stock asso-

ciations . Office of General Counsel .

An annual report by Ira L.

Tannenbaum .

April , p . 37

Bank Board adopts amendment to

CharterS regulations regarding mer-

gers of stock S&Ls and mutuals.

May, p . 41

Abstract written on impact of stock

conversions . Research Working

Papers . Romelle F. Roeske .

June, p. 28

Bank Board adopts amendment clar-

ifying its authority to waive certain

requirements in a merger involving a

stock association and amended the

definition of "association ."

July, p. 77

Proposed Act would give S&Ls more

freedom to convert to stock from

mutual form or vice versa. Pratt Dis-

cusses the Bank Board's Proposed

Thrift Institutions Restructuring Act .

October, p . 5

Bank Board delegates to Supervisory

Agents the authority to approve state

stock to Federal stock conversions.

December, p. 31

T

TANNENBAUM , IRA L.

Named Acting General Counsel for

the Bank Board.

February, p. 30

Office of General Counsel . An annual

report .

April, p . 32

TAXATION

Issues ofTax Significance to the

Thrift Industry. Jack M. Stern and Wil-

liam J. Newman , Jr.

March , p . 2
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Thrift Institutions Federal Income

Tax Reminder Checklist .

March , p. 6

Floating Rate Notes : Alternative

Short-Term Investments . Donald J.

Puglisi and Deborah L. Cohen .

June, p. 7

The Income Tax Treatment of Sav-

ings Certificate Penalties . Henry D.

Forer.

June, p. 13

Escrow Accounts: What's Been Hap-

pening and Why.Walter Woerheide.

June, p. 22

TAYLOR , L. DAVID

Office of Examinations and Supervi-

sion . An annual report.

April, p . 39

Resigns as Director of Office of Ex-

aminations and Supervision .

September, p . 30

THOMPSON, A. FRANK, JR.

Wraparound RAMS: A New Method

for Providing Lifetime Annuities.

June, p. 17

TITLE INSURANCE

The Impact of Title Insurance and

Controlled Business on the S&L In-

dustry. Deborah A. Ford and G.

Burgess Allison .

June, p. 2

TRUST SERVICES

S&Ls allowed to provide trust serv-

ices to customers.

January, p . 26

TUCCILLO , JOHN A.

Mortgages, Savings , and Expanded

IRAs.

May, p. 14

TUCKER, RICHARD

Office of Community Investment . An

annual report .

April , p. 53

U

UTH , MADELYNN

Savings and Loans and the Mort-

gage- Backed Security . Co-author:

Alan R. Winger.

January, p . 12

Future Federal Branches into Tomor-

row's Technology.

March, p. 24

V

VARTANIAN, THOMAS P.

Named Bank Board General Counsel .

June, p. 38

W

WALT, HAROLD R.

Financial Futures : A Primer.

September, p . 2

Management Training : Boon or

Bane? Co-author: Oren Harari .

November, p . 13

WHITESIDE , WILLIAM A.

Neighborhood Reinvestment Cor-

poration . An annual report .

April , p . 69

WINGER, ALAN R.

Savings and Loans and the Mortgage-

Backed Security . Co -author:

Madelynn Uth .

January, p . 12

Inflation and the Single- Family

Home.

August, p. 7

Is the Fixed -Rate Mortgage

Obsolete?

October, p . 14

WOERHEIDE , WALTER

Escrow Accounts : What's Been Hap-

pening and Why.

June, p. 22

Y

YALIF, ANAT

Crisis Management. Co -author:

Ronald M. Murray

July, p . 54

N

ZABRENSKI, STEPHEN T.

Changes in S&L Deposit Account

Structure: April 1980-September

1980.

February, p. 20

Sources and Uses of Funds : Fourth

Quarter 1980.

March , p . 31

Sources and Uses of Funds: First

Quarter 1981 .

June, p . 31

Changes in S&L Deposit Account

Structure : October 1980-March

1981 .

August , p . 17

Sources and Uses of Funds: Second

Quarter 1981 .

September, p. 24

Sources and Uses of Funds: Third

Quarter 1981 .

December, p . 24
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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

S.7.-Federal Savings and Loan Insurance Corporation

Page

49

51

52

54

58

64

65

Short-term

Period
U.S. Government obligations'

Intermediate- and long-term

Bonds and notes¹ Mortgages

U.S. Government² Aaa³ State Conventional 5

3-month 6-month 1-year and local

bills bills bills
5-year 20-year

govern-

Aaa³

corporate

FHA-

insured '

ment

New

homes

Existing
homes

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

1979 10.07 10.06 9.75 9.52 9.33 5.92 9.63 10.87 10.77 10.92

1980 .. 11.43 11.36 10.89 11.48 11.39 7.86 11.94 12.29 12.65 12.95

1980

Oct 11.62 11.63 11.30 11.86 11.75 8.38 12.31 14.38 12.61 12.68

Nov. 13.73 13.50 12.66 12.83 12.44 8.71 12.97 14.47 13.04 13.26

Dec. 15.49 14.64 13.23 13.25 12.49 9.44 13.21 14.08 13.28 13.58

1981

Jan 15.02 14.08 12.62 12.77 12.29 8.98 12.81 14.23 13.26 13.67

Feb. 14.79 14.05 12.99 13.41 12.98 9.46 13.35 14.79 13.54 14.16

Mar. 13.36 12.81 12.28 13.41 12.94 9.50 13.33 15.04 14.02 14.38

Apr 13.69 13.45 12.79 13.99 13.46 9.78 13.88 15.91 14.15 14.47

May 16.30 15.29 14.29 14.63 13.82 9.90 14.32 16.33 14.10 14.66

June . 14.73 14.09 13.22 13.95 13.20 9.86 13.75 16.31 14.67 14.88

July 14.95 14.74 13.91 14.79 13.92 10.21 14.38 16.76 14.72 15.28

Aug 15.51 15.52 14.70 15.56 14.52 11.10 14.89 17.96 15.27 15.54

Sept 14.70 14.92 14.53 15.93 15.07 11.55 15.49 18.55 15.29 15.93

Oct 13.54 13.82 13.62 15.41 15.13 12.05 15.40 17.43 15.65 16.01

' 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 indicated

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.

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

Treasury.

3 Aaa is the 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 down-

payment 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 contract in-

terest rate. Data represent gross yield to the investor- i.e., the yield to the purchaser

before deduction of serving costs .

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

later periods due to revision in series effective January 1973.

• Preliminary

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

gations are from the Board of Governors of the Federal Reserve System , for corporate

and State and local government bonds from Moody's Investors Service , for FHA mort-

gages from the Federal Housing Administration , and for conventional mortgages from
the Federal Home Loan Bank Board.
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Table S.1.2. - Measures of Money Stock and Time and Savings Accounts

Measures of the money stock

(Seasonally adjusted data; in billions of dollars)

M1-A

Period

(Currency

plus
demand

deposits) '

M1-B

(M1 -A plus
other

checkable

deposits at

banks and

thrift

institutions²

M2

(M1 -B plus

overnight
RPs and

Eurodollars.

MMMF shares,

and savings

and small time

deposits at

commercial

banks and

thrift

institutions³

M3

M2 plus large

time deposits

and term RPS

at commercial

banks and

thrift

institutions'

Time and savings accounts

(in millions of dollars)

Type of institution

Savings

Total and loan

associa-

tions5

Credit

unions®

Mutual

Savings
banks'

Com-

mercial

banks

December

1976 ... 305.0 307.7 1,116.7 1,299.7 986,372 333,912 38,968 122,802 488,690

1977 .. 328.4 332.5 1,294.1 1,460.3 1,118,354 386,875 46,832 134,017 550,630

1978 . 351.6 359.9 1,400.8 1,622.2 1,237,953 430,953 53,517 141,383 612,100

1979 . 369.8 386.9 1,526.0 1,775.5 1,323,139 470,004 56,232 144,070 653,000

1980

Oct 390.1 416.3 1,654.0 1,927.5 1,429,483 500,861 63,957 149,797 714,868

Nov 391.3 419.1 1,668.5 1,950.7 1,448,660 503,368 64,304 150,109 730,879

Dec 387.7 415.6 1,669.4 1,963.5 1,479,336 510,959 64,399 151,355 752,623

1981

Jan 375.1 419.2 1,680.8 1,989.3 1,503,183 512,946 63,874 151,051 775,312

Feb 367.2 421.2 1,695.7 2,009.1 1,514,547 515,250 64,357 151,346 783,594

Mar 365.8 425.8 1,718.6 2,027.2 1,528,583 518,990 65,744 152,630 791,219

Apr.. 366.6 433.7 1,738.1 2,046.0 1,527,949 516,071 65,495 151,429 794,954

May 364.9 431.5 1,743.4 2,060.8 1,544,835 517,628 65,988 151,658 809,561

June 361.9 428.8 1,749.3 2,079.0 1,551,647 517,632 66,472 152,603 814,940

July 361.3 430.1 1.760.1 2,094.0 1,558,571 514,103 65,854 151,450 827,164

Aug 362.2 432.7 1,777.1 2,117.3 1,568,688 512,745 65,138 151,075 839,730

Sept. 359.9 431.7 1,786.5 2,131.8 ΝΑ 514,800 65.686 NA 847,446

Oct 360.7 433.1 1,800.3 2,143.5 NA ΝΑ NA ΝΑ 854,652

' Includes ( 1 ) demand deposits at all commercial banks other than those due to

domestic banks , the U.S. Government , and foreign banks and official institutions less

cash items in the process of collection and F.R. float; and (2) currency outside the

Treasury, F.R. Banks and the vaults of commercial banks.

2 M1-A plus NOW and ATS accounts at banks and thrift institutions, credit union

share draft accounts and demand deposits at mutual savings banks .

³ Small time deposits are those issued in amounts of less than $ 100,000 . M2 will dif-

fer from the sum of components presented in subsequent tables by a consolidation

adjustment that has been made to avoid double counting of the public's monetary

assets. The difference represents the amount of demand deposits held by thrift insti-

tutions at commercial banks.

' Large time deposits are those issued in amounts of $100,000 or more and are net

of the holdings of domestic banks, thrift institutions , the U.S. Government , money

market mutual funds and foreign banks and official institutions . Term RPs are net of

RPs held by money market mutual funds.

5 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.
7
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 Domestically-

Chartered Commercial Bank holdings of time and savings deposits except branches

of foreign banks.
9
Not available.

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 banks2

Including
interest

credited

Excluding
interest

credited

Including
interest

credited

Net increase

in shares at

credit unions³

Net increase in

time and savings

deposits other

than large CDs

at commercial

banks'

Net

purchase

of U.S.

savings

bonds

1980

Oct ... 2,550 3,827 -169 403 229 7,567 -179

Nov 1,461 2,476 -227 312 347 7,942 -146

Dec 2,055 7,563 -636 1,194 95 12,597 -309

1981

Jan ... 599 2,060 -979 -304 -525 21,593 -1,161

Feb 879 2,276 -385 296 483 11,767 -619

Mar -2,137 3,694 -757 1,224 1,387 9,221 -395

Apr.. -4,638 -2,857 -2,025 -1,234 -249 2,169 -543

May -70 1,696 -676 148 493 8,734 -290

June -5.759 317 -1,392 618 484 4,204 -298

July -5,538 -3,491 -1,931 -1,153 -618 6,922 -217

Aug -3,290 -1,343 -1,366 -407 -716 8,920 -366

Sept -3,799 2,172 -1,500 -950 548 6,993 -340

Oct. 1,463 3,533 ΝΑ ΝΑ NA 8,335 --300

' FHLBB data as described in notes to table S.4.2.

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 as shown in table S.1.2.

National Credit Union Administration estimates as described in note to table

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

S.1.2.

5

•Preliminary

' Not available .

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 com-

mercial 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 .

50



Federal Home Loan Mortgage Corporation

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

(In millions of dollars)

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)

PCs GMCS'

1971 968 821 147 564 214 48 65 801 182

1972 1,788 1,502 286 833 464 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 4,140 7 4,033 600 5,501 1,063

1978 . 3,091 1,299 1,792 596 340 700 455 1,410

1979

January

February

March .

April

May

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

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

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

July 3,516 1,214 2,302 520 320 528 1,572

August .. 3,579 1,202 2,377 638 354 200 655 1,536

September . 3,747 1,189 2,558 537 347 437 1,399

October 3,748 1,177 2,571 552 531 504 1,313

November 4,001 1,167 2,834 458 186 221 1,036

December 4,052 1,159 2,893 403 211 150 199 796

1980

January 4,140 1,155 2,985 1 279 180 296 779

February 4,138 1,149 2,989 248 207 197 726

March . 4,228 1,143 3,085 193 106 186 700

April .. 4,247 1,137 3,110 231 200 189 643

May 4,023 1,133 2,890 176 391 491 932

June 4,005 1,128 2,877 225 230 577 1,246

July 4,142 1,123 3,019 440 288 702 1,386

August 4,286 1,115 3,171 495 320 476 1,300

September. 4.534 1,108 3,426 521 275 218 934

October .. 4,717 1,101 3,616 398 193 221 726

November 4,833 1,095 3,738 231 88 180 653

December 5,056 1,090 3,966 28 48 126 447

1981

January 5,028 1,086 3,942 152 168 203 487

February 5,095 1,082 4,013 174 94 91 394

March .. 5,150 1,078 4,072 148 128 474 699

April . 5,164 1,074 4,091 125 97 118 678

May 5,211 1,070 4,141 4804 4214 130 321

June .. 5,245 1,066 4,179 139 94 293 1,018

July 5,238 1,062 4,176 2425 2385 865 824

August . 5,280 1,059 4,221 101 44 308 1,028

September. 5,410 1,055 4,355 3936 2497 365 982

October ... 5,453 1,053 4,400 290* 245*
**

1,834 2,863

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

2 Include participations as well as whole loans .

3 Data for 1970 include only the period beginning November 26 when

the FHLMC first became operational .

Includes $356 million in special placements in May.

* Includes $104 million in special placements in July.

Includes $242 million in special placement in September.

7 Includes $217 million in special placements in September.

*Participation certificates.
9
Guaranteed mortgage certificates .

* Includes $211 million in special placements and $4 million in adjustable rate

mortgages (ARMs).

**Includes $203 million in special placements .

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

(In percent , data for the week ending November 20, 1981 )

Summary Results of Survey U.S. Northeast Southeast North Central Southwest West

Commitment Rate of 80% LTV Conventional

Mortgages ....
17.70 17.78 18.60 17.66 17.89 17.32

Fees or Points charged Borrower on 80%

LTV Conventional Mortgages 2.2 2.4 2.1 2.5 2.7 1.8

Fees or Points charged Seller on 80% LTV

Conventional Mortgages .2 .1 .7 .3 .5 0

Percentage of Respondents Offering 95%

LTVMortgages 60.6 57.9 29.8 62.9 46.1 76.1

Percentage of Respondents Offering

Adjustable Rate Mortgages . 37.6 41.6 33.2 36.0 59.9 29.7
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Federal Home Loan Banks

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

(In millions of dollars)

Assets

End of period
Invest-

Cash
ments

Ad-

vances
Other

Total

assets; total

liabilities

and capital

accounts2

Liabilities

Deposits

and

borrowings

Consoli-

Capital accounts

Retained

dated obli- Other
Capital earn-
stock

gations' ings

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

1979 251 3,693 41,838 646 46,428 9,368 30,372 596 5,149 943

1980

Nov .. 142 3,877 47,322 693 52,034 9,912 35,475 631 5,053 963

Dec 297 4,328 48,963 751 54,339 10,141 37,268 901 5,160 869

1981

Jan 155 5,099 48,581 800 54,635 9,536 37,871 1,057 5,276 895

Feb 124 5,624 48,206 704 54,658 9,308 38,293 786 5,341 930

Mar 170 5.475 49,175 755 55,575 9,744 38,710 814 5,348 959

Apr 159 3,944 51,530 800 56,433 8,932 40,165 960 5,394 982

May 178 5.358 53,148 793 59,477 9.397 42,816 792 5,462 1,010

June 173 5,577 56,095 815 62,660 9,843 45,280 1,072 5,568 897

July 127 5,546 59,475 906 66,054 10,485 47,927 1,121 5,574 947

Aug. 203 6,148 62,471 892 69,714 11,432 50,623 1,021 5,637 1,001

Sept 248 8,000 64,347 941 73,536 11,852 53,755 1,185 5,682 1,062

Oct. 256 7,295 64,662 1,009 73,222 11,548 53,481 1,369 5,698 1,126

1
Note: FHLBB data.Represents Banks' participation exclusive of passthroughs to the Federal Home Loan Mortgage Corporation .

2 Figures may vary 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 - bondsNumber

of

Month borrowers

Out-

standing 2
Issued 3

(end of (end of
(during

Average rate on

FHLB advances 5

Out-

standing 2
Made 2

Month

month)
(end of

(during

month)
month)

Number

of

borrowers

(end of

Average cost ' consoli-

dated obligations -bonds

Average rate on

FHLB advances 5

Out-

standing 2

Out-
Issued 3 Made³

(end of
(during

standing 2

month) month) month)
month)

(end of
(during

month) month)
month)

Percent per annum Percent per annum

December Feb. 2,763 10.67 13.94 11.14 16.00

1975 .. 2,542 8.31 (4) 7.81 7.30 Mar 2,750 10.77 14.00 11.08 14.60

1976 2,549 8.09 (4) 8.63 6.60 Apr 2.764 10.89 14.50 11.40 15.50

1977 2,820 7.88 (4) 7.64 7.50 May. 2,763 11.33 16.27 11.95 17.50

1978 3,139 8.08 9.61 8.56 10.20 June 2,761 11.48 14.70 12.40 17.50

1979 2,983 8.84 (4) 9.91 13.40 July. 2,771 11.64 15.65 12.93 17.70

1980
Aug. 2,768 12.03 16.18 13.32 18.20

Sept 2,747 12.29 16.46 13.41 17.50
Nov. 2,809 10.28 12.98 10.41 14.30

Oct 2,714 ΝΑ 15.55 13.29 ΝΑ
Dec 2,819 10.40 15.80 11.23 17.40

1981

Jan .... 2,792 10.45 13.35 11.22 17.00

' Includes selling costs and passthroughs to the Federal Home Loan Mortgage

Corporation.

2 Weighted by amount outstanding at each rate.

3 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 ad-

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

No obligations issued.

5 Excludes advances to the Federal Home Loan Mortgage Corporation .

Note: FHLBB data.

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

(October 30, 1981 ) '

Savings and loan associations

District Bank
Total

number of

members

All
Federals

S&LA's

State chartered

FSLIC insured

Savings

banks

Insurance

companies
Other

All Banks

Boston

NewYork

Pittsburgh

Atlanta ..

Cincinnati .

Indianapolis

Chicago

Des Moines

4,084 3,932 1,927 1,912 93 150 2

246 159 68 48 43 87

325 283 111 171 1 42

292 289 126 146 17 3

644 644 440 203 1

484 483 271 183 29 1

204 203 126 76 1 1

453 450 170 280 3

254 253 144 108 1 1

Little Rock 606 606 209 397

Topeka ... 211 211 108 103

San Francisco 213 213 72 141

Seattle .... 152 138 82 56 14

¹ Preliminary
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All

Districts
Boston

21,804

Table S.3.4.- Federal Home Loan Bank Advances Outstanding , by Bank

(In millions of dollars)

1974

End of

period

Federal Home Loan Bank

New

York

Pitts-

burgh
Atlanta

Cincin-

nati

Indian-

apolis
Chicago

Des

Moines

Little

Rock
Topeka

San

Francisco
Seattle

901 1,910

1975 . 17,845 659 1,700

974

899

3,478 1,379 555 1,727 1,252 1,219 1,270 6,187 951

2,537 1,236 412 1,424 1,214 19 1,104 4,744 837

1976 15,862 470 1,215 731 1,913 1,232 371 1,279 1,101 1.109 1,179 4,345 917

1977 20,173 493 1,508 902 2,513 1,597 567 1,764 57 1,479 1,524 4,935 1,434

1978 32,670 842 2,578

1979 41,838 1,150 3,678

1,283 4,223

1,658 5,459

2,574

3,209

1.105 2,807 2,537

1,437 3,357 3,193

2,345 2,060 7,972 2,344

3,017 2,608 10,126 2,946

1980

Nov .... 47,322 1,124 4,264 1,643 6,280 3,396 1,453 3,254 3,302 3,133 2,746 13,497 3,231

Dec .. 48,963 1,171 4,536 1,672 6,480 3,403 1,478 3,209 3,431 3,262 2,903 14,138 3,279

1981

Jan .. 48,581 1,173 4,599 1,604 6,398 3,407 1,492 3,152 3,340 3,271 2,895 14,083 3,167

Feb. 48,206 1,164 4,511 1,579 6.324 3,328 1,455 3,094 3,379 3,159 2,863 14,227 3,124

Mar. 49,175 1,166 4,532 1,593 6,447 3,267 1,453 3,046 3,284

Apr. 51,530 1,177 4,770 1,687 6,872 3,394 1,523 3,154 3,300

May 53,148 1,220 4,954 1,721 7,171 3,485 1,567 3,248

3,165 2,870

3,321 2,935

3,301 3.549 3,039

15,969

15,174 3,176

3,429

16,313 3,579

June

July

56,095

59,475 1,257 5,561

1,237 5,333 1,795 7,795 3,664 1,625 3,325 3,359 3,642 3,201 17,285 3,833

1,839 8,518 3,914 1,711 3,462 3,413 3,958 3,325 18,302 4,212

Aug .. 62,471 1,244 6,115 1,906 9.135 4,089 1,766 3,603 3,597 4,083 3,425 19,101 4,407

Sept 64,347 1,251 6,480 1,968 9,471

Oct .. 64,662 1,244 6,425 1,959

4,116

9,430 4,056

1,772 3,787 3,583 4,250 3,452 19,671 4,546

1,754 3,821 3,690 4,243 3,434 20,101 4,504

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 Feb 2,384 2,759 -375

1975 . 5,468 9,425 -3,957 Mar 3,622 2,654 968

1976 . 8,114 10,097 -1,983 Apr. 4,333 1,978 2,355

1977 .. 13,756 9,445 4,311 May 3,656 2,039 1,617

1978 .. 25,297 12,800 12,497 June . 5,853 2,906 2,947

1979 ... 29,166 19,998 9,168 July 6.407 3,027 3,380

1980 Aug 5,972 2,976 2,996

Nov 2,996 2,311 685
Sept. 6,622 4,746 1,876

Dec 3,988 2,347 1,641
Oct. 3,941 3,626 315

1981

Jan ... 2,465 2,847 -382

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

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

(October 30, 1981 )

Date of

maturity Date of issue

Amount

(millions)

Coupon

rate

(percent)

Date of

maturity Date of issue

Amount

(millions)

Coupon

rate

(percent)

Nov. 25, 1981 Oct. 25, 1974 400 8.65 May. 25, 1984 May 28, 1974 300 834

Nov. 25, 1981 Dec. 23, 1980 700 15.80 May 25, 1984 May 25, 1976 300 73/4

Nov. 27, 1981 Oct. 27, 1971 200 6.60 May 25, 1984 Oct. 25, 1979 550 11.00

Feb. 25, 1982 Aug. 25, 1975 500 8% Jun 25, 1984 Feb. 25, 1981 1,000 14.00

Feb. 25, 1982

Mar. 25, 1982

Apr. 26, 1982

May 25, 1982

Feb. 27, 1978 800 7.95 July 25, 1984 July 27, 1981 1,000 15.55

May 25, 1982

Sep. 25, 1980

May 26 , 1981

Nov. 25, 1977

Aug. 27, 1979

1,000 11.90 Aug. 27, 1984 Aug. 25, 1976 500 7.85

1,200 17.05 Aug. 27, 1984 Aug. 25, 1981 1,000 16.00

700 7.45 Sep. 25, 1984 Mar. 25, 1981 700 13.85

900 9.20 Sep. 25, 1984 Sep. 25, 1981 600 16.40

Jun 25, 1982 Mar. 25 , 1981 1.100 14.10 Nov. 26, 1984 Nov. 26, 1976 300 7%

July 26, 1982 May 27, 1980 1,000 9.60 Feb. 25, 1985 Feb. 25, 1977 500 7%

July 26, 1982 July 27, 1981 1,000 15.90 Mar. 25, 1985 Aug. 25, 1980 1,200 10.80

Aug. 25, 1982 Oct. 25 , 1979 750 114 Apr. 25, 1985 June 25, 1981 700 14.55

Aug. 25, 1982 Nov. 25, 1980 1,200 13.10 May 28, 1985 Feb. 27, 1978 500 8%

Sep. 27, 1982 Sep. 25, 1981 1,500 16.50 July 25, 1985 Nov. 25, 1980 750 12.80

Oct. 25 , 1982 Oct. 27, 1980 1,200 11.85 Aug. 26 , 1985 Feb. 26, 1979 400 9.35

Nov. 26, 1982

Dec. 27, 1982

Jan. 25, 1983

Feb. 25, 1983

Feb. 25, 1983

Mar. 25, 1983

May 25, 1983

May 25, 1978 800 84 Nov. 25 , 1985 Nov. 25, 1975 400 8.10

Aug. 25, 1981 1,400 16.50 Jan. 27, 1986 Feb. 25, 1981 700 13.85

Apr. 29, 1981 1,200 14.50 Feb. 25, 1986 May 25, 1979 400 9.55

Nov. 27, 1978 700 9.00 Mar. 25, 1986 Aug. 25, 1981 600 15.75

Oct. 26, 1981

June 25, 1981

800 15.55 May 27, 1986 May 26, 1981 600 15.50

1,100 14.80 July 25, 1986 July 27, 1981 500 15.35

April 12, 1973 161 7.30 Sep. 25, 1986 Sep. 25, 1981 500 16.40

May 25, 1983 Nov. 26, 1979 1,000 11.60 Nov. 25, 1986 Nov. 26, 1979 600 11.30

July 25, 1983 Jan. 28 , 1981 600 13.35 Feb. 25, 1987 May 27, 1980 600 10.45

Aug. 25, 1983

"

Feb. 26, 1979 800 9.30 Mar. 25, 1987 Aug. 25, 1980 600 11.10

Aug. 25, 1983 Feb. 25, 1980 600 12 May 26 , 1987 May 25, 1977 300 7.65

Oct. 25, 1983 Mar. 25, 1980 500 14.05 Aug. 25, 1987 Aug. 25, 1977 400 7.60

Nov. 25, 1983

Nov. 25 , 1983

Jan. 25, 1984

Feb. 25, 1975

May 25, 1979

300 78 Nov. 26, 1993 Oct. 25, 1977 400 7%

1,000 9.50 Nov. 27, 1995¹ Nov. 19, 1970 140 8.60

May 26 , 1981 1,000 15.80 Aug. 26, 1996¹ Aug. 2, 1971 150 734

Feb. 27, 1984 Aug. 27, 1979 900 9.05 Feb. 25, 1997 Feb. 25, 1977 300 7%

Feb. 27, 1984 Oct. 27 , 1980 600 11.75 May 26, 1997¹ May 25, 1972 150 7.15

Mar. 26, 1984 May 27, 1980 800 9.85

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

poration and guaranteed by the Government National Mortgage Association .

Note: FHLBB data.
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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 of dollars)

Assets Liabilities and reserves
Total

assets;

Loan

commit-

End of

period

Cash and

invest-

ment
Mortgage

loans

Other

total

liabilities ,

assets and net

Savings

capital
secu-

rities '
worth

FHLB

advances ,

other

borrowed

money

ments
Loans Other

Net out-
in liabil-

worth 2 stand-
process ities

ing 3

1977 . 39,150 381,163 38,928 459,241 386,800 27,840 9.911 9,506 25,184 19,875

1978 . 44,884 432,808 45,850 523,542 430,953 42,907 10,721 9,904 29,057 18,911

1979 46,341 475,688 56,933 578,962 470,004 55,232 9,582 11,506 32,638 16,007

1980

Oct .. 56,146 496,495 65,132 617,773 500,861 60,727 8,654 14,502 33,029 19,077

Nov. 57,302 499,973 66,664 623,939 503,368 62,067 8,853 16,430 33,221 17.979

Dec. 57,572 502,812 69,445 629,829 510,959 64,491 8,783 12,277 33,319 16,102

1981

Jan ... 57,460 504,068 69,700 631,228 512,946 62,938 8,120 14,104 33,120 15,972

Feb. 58,401 505,309 70,695 634,405 515,250 62,270 7,833 16,071 32,981 16,279

Mar. 58,461 507,152 71,246 636,859 518,990 64,197 7,756 13,271 32,645 17,374

Apr. 56,886 509,525 72,416 638,827 516,071 67,704 7,840 14,946 32,266 18,552

May 59,045 511,754 73,804 644,603 517,628 70,025 7,997 17,089 31,864 18,740

June 57,616 514,803 74,285 646,704 517.632 74,756 8,008 14,756 31,552 18,020

July 57,453 516,527 74,813 648,793 514,103 79,554 7,766 16,365 31,005 17,224

Aug 58,558 517.701 75,727 651,986 512,745 83,287 7,382 18,067 30,505 16,681

Sept 58,938 518,132 77,019 654,089 514,800 87,148 7.016 15.019 30,106 16,012

Oct 5 ΝΑ NA ΝΑ ΝΑ ΝΑ ΝΑ ΝΑ ΝΑ ΝΑ NA

' Includes cash and demand deposits, U.S. Government and Federal Agency secu-

rities , banker's acceptances and miscellaneous securities other than FHLB stock.

2 Includes net undistributed income accrued by most, but not all associations .

3 Not a balance sheet item .
4
Data for the period specified reflect an increase in savings and mortgage balances

of the indicated amount caused by addition of newly organized associations or a

decrease (—) caused by conversion or merger into mutual savings and commercial

banks or by liquidation.

5 Preliminary.

Period

1977

1978

1979

Mortgages

-118 million

-647 million

-255 million

Savings

-130 million

-710 million

-258 million

June

Savings
-164 million

2 million

8 million

-54 million

-96 million

6 million

-30 million

-158 million

-318 million

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

tions and periodic benchmark data for other associations . Estimates are subject to
revision as benchmark data become available.

Period

1980-July

Mortgages

-108 million

Aug 0

Sept 0

Dec

1981-Jan

Mar

Apr

-56 million

-319 million

O million

-28 million

May -128 million

-96 million

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

(In millions of dollars)

All operating associations FSLIC-insured associations

Gross savings receipts

Period Gross

savings With- Net

receipts drawals inflow¹

Interest/

dividends

credited

New

savings

received

Total With-

drawals

Net

inflow¹

Net new

savings
received 2

1977 ... 218,250 167,234 51,016 18,189 196,315 214,504 164,312 50,192 32,033

1978 . 270,841 225,977 44,864 20,713 245,701 266,414 222,239 44,175 23,462

1979 . 359,483 320,179 39.304 23,866 330,641 354,507 315,611 38,897 15,030

1980 . 460,615 419,198 41,417 30,288 424,177 454,465 413,509 40,956 10,667

1980

Oct 47,204 43,334 3,870 1,277 45,270 46,547 42,720 3,827 2,550

Nov 31,722 29,218 2,504 1,015 30,353 31,368 28,891 2,476 1,461

Dec 44,594 36,946 7,648 5,507 38,591 44,098 36,536 7,563 2,055

1981

Jan 41,854 39,771 2,083 1,461 39.930 41,391 39,331 2,060 599

Feb 33,690 31,388 2,302 1.398 31,913 33,311 31,034 2,276 879

Mar 43.491 39.757 3,734 5,831 37,195 43,026 39,332 3,694 —2,137

Apr. 43,855 46,744 -2,889 1,782 41,589 43,371 46,227 -2,857 -4,638

May 40,117 38,402 1,715 1,765 37,908 39,673 37,977 1,696 -70

June 41,103 40,781 322 6,076 34,389 40,465 40,147 317 -5,759

July 42,799 46,328 -3,529 2,047 40,291 42,338 45,829 -3,491 -5,538

Aug 43,548 44,906 -1,358 1,947 41,119 43,066 44,410 -1,343 -3,290

Sept. 50,170 48.115 2,055 5,970 44,547 50,517 48,346 2,172 -3,799

Oct 3 ΝΑ NA ΝΑ 2,069 52,191 54,260 50,728 3,533 1,463

' Gross savings receipts less withdrawals .

2 New savings received less withdrawals.
3
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 overstated

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 of dollars)

FSLIC-insured associations

Period

All

operating

associa-

tions

Federal Home Loan Bank District
United

States Bos-

ton

New

York

Pitts-

burgh

At-

lanta

Cincin-

nati

Indian- Chi- Des Little

apolis cago Moines Rock

To-

peka

San

Francisco
Seattle

1977 .. 51,016 50,192 730 4,093 2.082

1978 . 44,864 44,175 579 2,995

9,392 3,948

1,710 8,927 3,534

2,411 4,877

2,236 4,290

1979 39,304 38,897 388 2,792 1,184 7,260 2,784 1,640 3,554

2,876 4,747

2,584

1,790

2,074

4,466 2,098

10,577 2,386

8,707 2,049

3,790 1,782 10,002 1,931

1980 41,417 40,956 725 3,479 2,005 8,239 3,216 2,090 4,365 2,198 4,733 2,097 6,170 1,641

1980

Oct ... 3,870 3,827

Nov. 2,504 2,476

Dec .. 7,648 7,563

8
8
8
5

89 135 181 921 257 218 435 254 388 212 547 189

94 214 119 657 208 95 390 146 335 140 46 32

50 520 290 1,460 632 396 685 370 861 314 1,522 463

1981

Jan .. 2,083 2,060 43 55 113 768 177 66 295 48 148 171 94 82

Feb. 2,302 2,276 54 217 82 566 168 109 166 15 373 96 318 111

Mar. 3,734 3,694 50 461 176 731 403 156 415 180 413 168 397 144

Apr -2,889 -2,857 -13 -163 -113 -473 -251 -205 -247 -236 -235 -57 -612 -250

May 1,715 1,696 81 259 56 165 92 -24 215 -10 348 144 354 13

June 322 317 10 241 92 105 85 -12 96 52 200 1 -439-113

July -3,529 -3,491 13 -345 -95 -574 -284 -264 -362 -235 -249 -115 -713 -268

Aug .. -1,358 -1,343 46 -84 -64 -118 -55 -142 -217 -42 85 -1 -605 -147

Sept

Oct 1

ΝΑ

NA

2,172 -7 272 84 306 167 ―

3,533 101 134 130 574 261

-19

168

45 92 276 161 717 77

367 89 207 187 1,208 105

1 Preliminary data based on incomplete reporting .

Note: FHLBB data. All operating association data are estimates as described in the note to table S.4.9 . 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 of dollars)

Period
United

States Bos-

ton

New

York

Pitts-

burgh
Atlanta

Federal Home Loan Bank District

Cincin- Indian- Chi-

nati apolis cago

Des

Moines

Little

Rock
Topeka

1977 . 32,033 315 2,134 1,277 6.193 2,379 1,469 3,130

1978 . 23,462 133 862 812 5,219 1,744 1,179 2,303

San

Francisco

1,822 3,384 1,372 7,013 1,515

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

Seattle

1,038

1979 15,030 -104 330 186 2,876 760 4,455 1,280 474 1,941 831 5,248 756

1980 10,669 84 334 694 2,703 672 495 1,348 578 2,421 904 370 65

1980

Oct .. 2,550 38 5 119

Nov. 1,461 41 111

Dec. 2,055 -17 -41

1
2
2
2

685 157 136 288 188 295 161 362 116

76 449 139 46 271 101 266 104 -130 -11

477 147 129 175 56 421 88 425 176

1981

Jan

Feb

Mar

Apr

May

June

July

Aug.

Sept

Oct¹

-357

113

' 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 .

599 -14 -82 54 489 74 -12 123 -23 33 116 -171 12

879 -6 88 23 291 75 36 4 -49 270 45

-2,137 -26 — 150 -47 -324 -99 -131 -139 -138 -64 -66

54

-787

48

-168

-4,638 -76

-70 15

-5.759

-5,538 -53

-3,290 -27

-3,799

1,463

-71

-330

91

-401

-523 -184

-194 -800 -378 -311 -459 -323 -370 -123 -927 -347

-18 -167 -32 -108 -11 -90 219 79 10 -78

-191 -962 -458 -322 -474 -279 -288 -242 -1,636 -435

-260 -147

-942

-477 -201

-451 -384 -593 -338 -416 -197 -1,082 -375

-241 -429 -129 -72 -75 -984 -248

-89

28

-370

-59

-151

40

-737

185

- 308

56

-529

130

-243

-16

-221 -82 -467 -246

42 109 841 -6
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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 Purpose of loan Loans
Loans

associa- and Net
Period

tions Construction of— Purchase of-
and

partici- loan

total

loans
Total

1- to 4-

family

homes

Other

dwelling

Other

struc-

1- to 4-

family

units tures homes

Other

dwell-

ing
units

Other

improved
real

estate

Refi-

nanc-

pations
partici-

pations
repay-

Other

ing

pur-

chased

ments¹
sold

1977 ...

1978 ...

1979 ..

1980 ..

107,368

110,294

100,546

72,537

105,287 17,845 2,472 2,252

108,273 19,767 2.316 2,168

98,730 18,230 1,979 2,106

71,270 13,276 1,404 1,979

61,313 3,470 1,908 11,370 4,657

64,384 2,743 1,676 10,724 4.495

59,647 1,962 1,430 9.211 4,155

41,188 1,020 1,265 7,565 3,573

14,497 13,846 48,467

10,984 15,485 52,196

12,012 18.311 49,713

12,955 15,856 40,673

1980

Oct 9,336 9,174 1,701 152 224 5.349 107 139 1,076 425 1,005 1,134 4,491

Nov 6,574 6,461 1,205 162 207 3,680 75 121 697 313 922 956 2,981

Dec 6,942 6,823 1,277 152 292 3,573 110 172 767 480 2,667 2,907 3,713

1981

Jan 4,285 4,211 902 110 150 2,215 59 102 406 266 675 741 2,585

Feb 3,676 3,613 804 69 135 1,875 57 68 379 226 568 714 2,232

Mar 4,923 4,839 1,066 137 165 2,453 42 122 510 344 834 790 3.058

Apr. 5,533 5,438 1,209 135 207 2,718 59 118 582 411 773 824 3,012

May 5,730 5,632 1,114 112 208 3,010 65 122 583 418 1,014 1,382 2,929

June 6,047 5,944 1,033 133 261 3,259 115 114 569 459 1,334 1,126 3,041

July 4,983 4,898 885 101 199 2,649 72 84 522 387 667 975 2,884

Aug

Sept.

4,052 3,983 667 90 141 2,231 50 77 413 312 679 852 2,645

Oct ' .

NA

NA

3,797 706 83 219 1,899 35 80 419 355 778 956 3,020

3,217 499 61 187 1,682 58 74 361 295 690 605 2,984

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

2 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

associa-

tions

United

States Bos-

ton

1977 ...

1978 .

1979 .

1980 ..

Feueral Home Loan Bank District

New Pitts- At- Indian- Chi- Des

York burgh lanta apolis cago Moines

107,368 105,287 1,473 4,199 3,903 15,399 9,387 4,624 10,675 5,859

110,294 108,273 1,504 4.147 4,116 16,876 9.582 5,098 10,572 6,011

100,546 98,730 1,357 3,363 3,311 15,969 8.241 4,323 9,207 4,800

72,537 71,270 1,162 2,803 2,423 14,467 5,585 2,490 5,514 2,933

Cincin-

nati

Little To- San

Rock peka Francisco

10,918 5,597 26,603 6,648

10,972 5,975 26,362 7,059

8,717 5,516 27,635 6,291

8,250 4,116 17,411 4,113

Seattle

1980

Oct 9,336 9,174 175 362 364 1,932 788 361 758 421 975 554

Nov 6,574 6,461 120 299 256 1,464 528 238 501 286 740 360

1,951

1,296

531

372

Dec 6,942 6,823 109 319 246 1,521 496 215 456 276 869 359 1,562 394

1981

Jan 4,285 4,211 66 228 139 1,093 295 130 244 168 602 225 806 215

Feb 3.676 3,613 43 164 110 856 238 94 229 122 574 208 735 241

Mar 4,923 4,839 65 157 134 1,132 348 127 321 156 710 286 1,140 261

Apr. 5,533 5,438 72 187 188 1,213 416 153 353 187 805 297 1,283 283

May 5,730 5,632 104 224 214 1,234 456 189 399 196 722 320 1,213 360

June 6,047 5,944 119 277 230 1,291 446 193 435 206 795 345 1,300 308

July 4,983 4,898 96 232 219 1,003 363 156 323 145 734 334 1,017 275

Aug 4,052 3,983 81 205 143 804 301 117 306 129 645 259 765 226

Sept .. ΝΑ 3,797 78 194 125 669 267 101 258 112 634 235 960 164

Oct1 NA 3,217 75 164 122 631 219 81 209 98 451 263 706 199

' 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 by Type of Property and Mortgage¹

(In millions of dollars)

Residential property with

5 or more dwelling unitsEnd of year

and quarter

1-4 family homes Nonresidential

Total

Total FHA VA Conventional Total FHA

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

19732 231,733 187,078 13,813 14,604 158,661 22,779 1,321

Conventional

19,708

21,458 21,876

Total Land Other

18,721 1,814 16,907

2,294 19,582

1974 2 249,301 200,987 13,472 15,166 172,349 23,808 1,246 22,562 24,506 2,643 21,863

19752 278,590 223,903 13,450 15,968 194,485 25,547 1,172 24,375 29,140 3,064 26,076

1976 2 323,005 260,794 13,372 16,602 230,820 28,425 1,375 27,068 33,786 3,392 30,394

19774

Sept 366,800 298,429 12,801 16,433

Dec 381,163 310,686 12,426 16,238

269,195

282,022

31,581 1,467 30,114 36,790 3,815 32,975

32,513 1,487 31,026 37,964 4,002 33,962

19784

Mar ... 392,418 320,056 12,204 16,050 291,802 33,591 1,452 32,139 38.771 4,120 34,651

June 407,940 334.144 12,075 15,991 306,078 34,349 1,428 32,921 39,447 4,324 35,123

Sept 420,934 345,587 11,955 15,911 317,721 35.358 1,431 33,927 39,989 4,420 35,569

Dec. 432,808 356,114 11,816 15,797 328,501 36,053 1,428 34,625 40,641 4,458 36,183

19795

Mar ..

June

Sept

Dec.

441,377 363,739 11,696 15,669

456,483 377,466 11,777 15,749

468,217 387,918 11,752 15,732

475,688 394,345 11,607 15,555

336,374 36,678 1,457 35,221 40,960 4,590 36,370

349,940 37,066 1,461 35,605 41,951 4,839 37,112

360,434 37,270 1,451 35,819 43,029 5,057 37,972

367,183 37,579 1,427 36,152 43,764 5,280 38,484

1980

Mar ..

June

478,952 398.009 11,446

481,042 399,746 11,256

15,279 371,284 37,215 1,437 35,778 43,728 5,364 38,364

14,960 373,530 37,329 1.395 35,934 43,967 5,436 38,531

Sept 491,895 409,896 11,363 15,003 383,530 37,728 1,377 36,351 44,271 5,460 38,811

Dec 502,812 419,446 11,464 15,034 392,948 38,113 1,408 36,705 45,253 5,531 39,722

Mar 507,152 423,269 11,309 14,860 397,100 38,189 1,420 36,769 45,694 5,680 40.014

June 514,803 430,324 11,223 14,826 404,275 38,044 1,390 36,654 46,435 5,920 40,515

' Distribution is estimated primarily on the basis of data reported semiannually by
FSLIC-insured associations.

2 Data forthe indicated period reflect an increase in total mortgage balances caused

byan addition of newly organized associations , or a decrease caused by conversion or

merges into mutual savings banks or by liquidation in the following amounts: 1972,

$-78 million; 1973, $-35 million ; 1974, $-63 million ; 1975, $ -35 milion ; 1976 ,

$-337; 1977-1st, $-37 million ; 1980-1st, $-644; 2nd , $-108.
3
Correction of misclassified assets reduced total mortgage balances by $250

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

' Revised .

5 Preliminary.

Note: FHLBB data.

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

(Percent)

Year

half year

All

Districts

New Pitts-
Boston Atlanta

York burgh

Cincin- Indian-

nati apolis

Des Little
Chicago Moines Rock

Topeka
San

Francisco
Seattle

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

1979 7.47 7.05 7.23 7.21 7.35 7.35 7.33 7.40 7.39 7.64 7.47 7.83 7.60

1980 8.94 8.31 8.63 8.51 8.79 8.69 8.74 8.77 8.70 9.06 8.87 9.57 9.12

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 6.45 6.43 6.58 6.64 6.80 6.70 6.63 6.50

July-Dec .. 6.79 6.46 6.52 6.67 6.71 6.73 6.65 6.84 6.81 6.93 6.88 6.97 6.82

1979

Jan.-June 7.23 6.84 6.98 6.97 7.12 7.13 7.11 7.19 7.17 7.43 7.27 7.54 7.30...

July-Dec 7.71 7.25 7.48 7.45 7.57 7.56 7.55 7.60 7.61 7.84 7.67 8.12 7.90

1980

Jan.-June 8.77 8.17 8.57 8.32 8.46 8.51 8.61 8.50 8.47 8.86 8.64 9.55 9.05

July- Dec . 9.11 8.44 8.68 8.69 9.12 8.86 8.86 9.03 8.92 9.26 9.09 9.59 9.18

1981

Jan.-June .... 10.31 9.55 10.15 9.71 9.99 9.99 10.28 9.99 9.91 10.58 10.26 11.09 10.60

' 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)

Year or All New Pitts-
Boston Atlanta

half year Districts York burgh

Cincin- Indian-

nati

Des Little

apolis
Chicago

Moines Rock
Topeka

San

Francisco
Seattle

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

1979 7.29 6.89 6.98 7.01 7.21 7.21 7.27 7.22 7.19 7.50 7.34 7.61 7.37

1980 8.78 8.16 8.33 8.32 8.66 8.57 8.67 8.60 8.51 8.99 8.78 9.43 8.93

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

1979

Jan.-June 7.08 6.70 6.76 6.80 7.01 7.02 7.08 7.04 6.99 7.31 7.16 7.35 7.10...

July- Dec .. 7.50 7.08 7.20 7.21 7.41 7.39 7.45 7.40 7.38 7.69 7.51 7.87 7.63

1980

Jan.-June

July-Dec .

8.57 8.00 8.23 8.07 8.28 8.38 8.52 8.31 8.21 8.76 8.52 9.38 8.81...

8.98 8.32 8.42 8.57 9.03 8.75 8.81 8.89 8.81 9.21 9.03 9.47 9.04

1981

Jan.-June 10.15 9.45 9.73 9.61 9.86 9.90 10.26 9.82 9.77 10.51 10.14 10.98 10.40

' Interest/dividends paid on savings during period as a percent of average savings balances . (Averages based on 7 monthends for half years and 13 monthends for years; half-

year ratios have been annualized by doubling . )

Table S.4.10.- Interest Return on Mortgages Held¹ by FSLIC- Insured Savings and Loan Associations, by Bank District

(Percent)

Year or

half year

All

Districts

New Pitts-
Boston Atlanta

York burgh

Cincin- Indian-

nati apolis

Des Little San
Chicago Moines Rock

Topeka Seattle
Francisco

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

1979 8.83 8.55 8.14 8.55 8.67 8.81 8.80 8.72 8.72 8.98 8.94 9.23 9.26

1980 9.31 8.95 8.49 8.93 9.17 9.28 9.19 9.18 9.04 9.36 9.42 9.87 9.78

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 .

July-Dec ..

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

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

1979

Jan.-June 8.70 8.37 8.04 8.46 8.56 8.70 8.67 8.60 8.62 8.88 8.80 9.06 9.12...

July-Dec . 8.95 8.68 8.24 8.63 8.78 8.91 8.93 8.83 8.81 9.08 9.08 9.39 9.39

1980

Jan.-June .

July-Dec

9.18 8.80 8.40 8.86 9.02 9.15 9.10 9.01 9.01 9.25 9.30 9.70 9.64

9.44 9.09 8.58 9.00 9.31 9.40 9.28 9.35 9.07 9.46 9.54 10.03 9.91

1981

Jan.-June 9.72 9.40 8.83 9.27 9.64 9.56 9.48 9.51 9.33 9.80 9.94 10.2210.34

' 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 monthends for years;

half-year ratios have been annualized by doubling .)
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Table S.4.11 .- Minimum Ratio of Liquid Assets to Liquidity Base Required of Members of the Federal Home Loan Bank System

(Percent)

All Short-term

Effective date liquid liquid

assets assets

Dec. 1950

Mar. 1 , 19615

Aug. 1 , 1968

June 12, 1969

Dec. 1 , 1969

Apr. 1 , 1971

May 1 , 1971 ...

6
9

7

62

6

512

612

72 (6)

Aug. 1 , 1971 .

Effective date

All

liquid

assets

Short-term

liquid

assets '

Effective date

All

liquid

Short-term

liquid

assets assets

7

7

62

52

5

52

6

1
3
2
1
1

Sept. 1 , 1975 612 212

Mar. 1 , 1976 ... 7 3

212 May 1 , 1978 ... 612 22

11/2 Jan. 1 , 1979

Oct. 25 , 1979 .

112

2

Apr. 1, 1980

6
5
5

2

512 11/2

1

Jan. 1 , 1972 ...

May 1 , 1973 ..

Aug. 1 , 19737.

Sept. 1 , 19747

Apr. 1, 1975

June 1 , 1975

¹ 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 the liquidity base for the pre-

ceding 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 .

2 Liquid assets are defined as: (a) cash and unpledged demand deposits beginning

in 1950; (b) U.S. Government obligations-all maturities for the period 1950- March 31 ,

1975 (subject to some limitation on holdings of longer-term issues beginning 1972)

and only those maturing in 5 years or less since (with phase-in), (b) certain Federal

agency securities maturing in 5 years or less beginning June 11 , 1969; (c) time and sav-

ings deposits maturing in 1 year or less, or with a notice period of 90 days or less,

beginning December 22, 1969; (d) loans of unsecured days (Federal) funds maturing in

6 months or less beginning November 21 , 1973; (e) bankers acceptances maturing in 6

months or less beginning December 22, 1969, and in 9 months or less beginning April

1 , 1975; (f) high-grade general obligations of state and local governments (beginning

December 22, 1969) and U.S. guaranteed public housing authority notes (beginning

April 1 , 1975) maturing in 2 years or less; (g) shares of open -end investment companies

limiting their investment to the foregoing beginning August 27 , 1980; (h ) high-grade

corporate debt obligations maturing in 3 years or less and commercial paper maturing

in 270 days or less beginning December 31 , 1980, and ( i ) liquid assets held subject to

repurchase agreement and accrued interest on liquid assets, and on assets which

would so qualify except for maturity, beginning January 1 , 1972. Additional restric-

tions were effective for some assets and special provisions applicable to mutual sav-

ings banks for some periods .

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 com-

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

4
* Short-term liquid assets are the liquid assets defined in footnote 2 except: (a) U.S.

Government and Federal agency obligations must mature in 12 months or less begin-

ning April 1 , 1975 ( in 18 months or less earlier) and (b) time deposits , bankers accept-

ances, state and local government and housing authority obligations, corporate debt

and commercial paper must mature in 6 months or less . The short-term requirement is

not applicable to member mutual savings banks or insurance companies.

" During the period June 27- Nov. 1 , 1966 , members were permitted to reduce liquid

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.

7 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 S&Ls That Are Members of the FHLB System

Type of account

Regular....

Transaction (NOW) .

90-day notice (for withdrawals)

Certificate with fixed or minimum term or

qualifying period:

Fixed ceiling accounts:

Balance less than $100,000:

Effective date and percentage rates

Jan. 21 , 1970¹ July 6, 1973 Nov. 1 , 1973 Dec. 23, 1974 June 1 , 1978 July 1 , 1979 Jan. 1 , 1980 Dec. 31 , 1980

25.00

(3)

5.25

(3)

45.25 5.75

5.25

3 5.00

55.75

5.25

3 5.00

5 5.75

5.25 5.50 5.50 5.50

3 5.00 35.00 3 5.00 35.25

55.75 55.75 5 6.00 56.00

Owned by governmental units:

All terms... (6) (6) (6) 7.75 8.00 8.00 8.00 8.00

Owned by others:

90 days to 6 months 5.25 7 5.75 5.75 5.75 5.75 5.75 6.00 6.00

6 months to 1 year .. 7 5.25 75.75 5.75 5.75 5.75 5.75 6.00 6.00

1 yearto 2 years .. 75.75 7 6.50 7 6.50 76.50 6.50 6.50 6.50

2 years to 22 years . 8 6.00 7 6.50 76.50 76.50 76.50 6.50 6.50 6.50

22 years to 4 years . 86.00

4 years to 6 years . 86.00

76.75

(10)

76.75 76.75 76.75 6.75 6.75 6.75

6years to 8 years . 86.00

8years or more 8 6.00

IRA or Keogh account with term of

€
€
€

97.50 97.50 9 7.50 7.50 7.50 7.50

(10) 9 7.50 9 7.75 9 7.75 7.75 7.75 7.75

(10) 9 7.50 97.75 98.00 8.00 8.00 8.00

3 or more yrs .. (11) (11) (11)
11 7.75 8.00 8.00 8.00 8.00

Balance $100,000 12 or more:

All owners- all terms ... (13) (14) (་ 4) (14) (14) ( ་ 4) ( ་ ཐ) ( ་ བ )

Variable ceiling accounts:

MMC with 26 wk. term and min . bal . of

$10,000 ... (15)

4 years or longer (16)

212 years or longer . (17)

€9€

(15) (15)

(16) (16)

(17) (17)

C
C
E

(15)

(16)

(17)

€
9
€

(15)

(16)

(17)

€9€

(15)

(16)

(17)

€9 €

(15) (15)

(16) (16)

(17) (17)

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

25.25 percent in Mass.

3 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.

45.50 percent in Mass.

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

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

• Before Nov. 27, 1974, maximum rate was the same as for other types of owners;

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

7 $1,000 minimum balance required , except in areas where mutual savings banks

were permitting lower balance.

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

were permitting a lower balance.

1,000 mimimum balance required.

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

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

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

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

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

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

14 No maximum rate.

15 First authorized June 1 , 1978; maximum rates changed each Thursday through

Apr. 2 , 1981 and each Tuesday thereafter. For the period June 1 , 1978-March 14, 1979,

the maximum rate was the average rate (discount basis) on 6-month U.S. Treasury bills

as determined at the immediately preceding_auction plus 25 basis points . For the

period March 15, 1979-June 4, 1980, when the Treasury bill rate was less than 8.75 per-

cent, the maximum continued to be calculated as specified above , but when the bill

rate was between 8.75 and 9.00 percent , the maximum was 9.00 percent and when the

bill rate was 9.00 percent or higher the maximum was the bill rate . Beginning June 5,

1980, when the bill rate was 8.75 percent or above , the maximum was the bill rate plus

25 basis points; when the bill rate was 8.50-8.75 percent, the maximum was 9.00 per-

cent; when the bill rate was 7.25-8.50 percent, the maximum was the bill rate plus 50

basis points; and when the bill rate was below 7.25 percent the maximum was 7.75

percent.

16 Authorized for July 1 - Dec . 31 , 1979 only . Maximum rate for each month was equal

to 1 percentage point less than the average yield on 4-year U.S. Treasury securities (as

determined by the U.S. Treasury Department) for the 5 business days preceding the

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

17 First authorized Jan. 1 , 1980. For the period January 1 -May 30, 1980, the maxi-

mum rate for each month is equal to 50 basis points less than the average yield on 22

year U.S. Treasury securities (as determined by the U.S. Treasury Department) for the5

business days preceding the 3rd business day before the end of the month . For the

period June 2-June 11 , 1980, the maximum was the average yield on such Treasury se-

curities for the 5 business days preceding the 3rd business day prior to the end of

May, but not less than 9.50 percent . Beginning June 12, 1980, the maximum was

changed every second Thursday (Tuesday beginning Apr. 14, 1981 ) and was the

average yield on applicable Treasury securities on the 5 business days ending the

preceding Monday, but not less than 9.50 percent . For the period March 1 , 1980-July

31 , 1981 , the maximum could be no higher than 12.00 percent.
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Mortgage Markets

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

Percentage distribution of estimated number

of loans by loan -to- price ratio classContract

interest

Period rate2

Initial

fees and

charges³

Effec-

tive

rate¹

Loan
Term to

Pur-

chase

Loan-

to- price
amount

maturity price ratio 70.0

(per- (per- (per- (years)
(thou-

(thou- (per- percent

70.1-

80.0

80.1- Over

90.0 90.0
sands)

cent) cent) cent) sands) cent) or less percent percent percent

All Loans

1977 . 8.82 1.22 9.02 26.2 36.2 49.5 75.0 NA NA ΝΑ ΝΑ

1978 9.34 1.30 9.56 26.7 41.2 56.8 74.7 ΝΑ ΝΑ ΝΑ ΝΑ

1979 10.60 1.51 10.87 27.4 48.3 68.0 73.5 33 43 18 7

1980 12.48 1.96 12.86 27.2 51.6 73.4 72.7 35 41 16 9

1980

Oct

Nov

12.29 2.02 12.67 27.1 51.4 71.7 74.1•

12.77 2.07 13.18 26.7 49.7 69.8 73.9 31

Dec 13.06 2.12 13.48 27.0 51.9 73.5 73.2

3
3
3
3
3
3
3

39 18 11

41 19

42 17

1
8
0 1

9
9

1981

Jan 13.12 2.23 13.57 27.5 53.1 73.6 75.4 31 36 18 15

Feb 13.49 2.23 13.94 27.2 54.4 76.8 73.7 33 39 17 11

Mar 13.76 2.41 14.25 27.4 54.3 77.3 73.6 32 42 16 11

Apr 13.86 2.36 14.36 26.8 52.1 72.2 74.4 31 41 18 10

May 14.01 2.29 14.49 26.2 51.3 71.6 73.9 33 39 18 11

June 14.32 2.32 14.82 26.0 54.5 78.0 72.7 35 40 16 9

July 14.57 2.47 15.10 26.9 55.8 79.6 73.1 33 40 16 11

Aug 14.88 2.53 15.45 26.2 55.1 79.4 71.9 38 39 16 8

Sept 15.14 2.48 15.70 25.6 53.4 76.8 72.0 40 36 16 9

Oct 15.35 2.44 15.89 25.9 52.7 77.9 70.1 43 32 14 11

Purchase of newly built homes

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

1979 10.48 1.66 10.77 28.5 53.3 74.4 73.9

1980 12.25 2.09 12.65 28.2 59.2 83.4 73.2

2
2
3
326

29

43

34 41

2
2
2
443 21

2
1
7
6

11

19 11

17

16

F
F
O 9

10

1980

Oct 12.20 2.16 12.61 28.2 61.3 84.0 75.0

Nov 12.62 2.15 13.04 27.6 56.1 77.1 75.2

Dec 12.86 2.15 13.28 28.2 63.9 90.1 72.9

3
2
3
3
3

27

37

9
8
8
0

40

38

39

1
2
2
4
3

17

25

F
F
F

11

11

11

1981

Jan 12.80 2.40 13.26 29.1 63.0 87.0 75.6 29 38 17 15

Feb 13.02 2.59 13.54 29.0 65.6 90.3 75.6 31 37 18 14

Mar 13.48 2.64 14.02 28.7 64.5 90.9 73.9 32 42 16 11

Apr 13.62 2.61 14.15 28.6 64.1 88.5 74.7 30 40 18 12

May. 13.56 2.60 14.10 28.5 65.5 88.9 76.7 28 34 23 16

June 14.12 2.50 14.67 27.5 66.8 94.1 72.6 33 42 16 10

July 14.14 2.73 14.72 28.3 67.9 95.2 73.9 32 40 14 14

Aug 14.60 2.98 15.27 27.2 70.3 98.1 74.7 33 38 17 11

Sept 14.69 2.75 15.29 26.6 64.8 89.1 74.4 37

Oct 15.04 2.86 15.65 27.4 63.5 89.2 73.0 37

5
835 17 12

33 14 16

Purchase of previously occupied homes

1977 8.83 1.17 9.02 25.8 34.7 47.5 75.1

1978 9.37 1.26 9.58 26.4 39.4 54.2 75.1

1979 10.66 1.45 10.92 27.1 46.3 64.6 74.0 31

1980 12.58 1.90 12.95 26.8 48.0 68.0 73.3

2
0
2
327

28

34

0
9
4
2
5

48 20

45 21

43 19

41 17

6
9
4
9

7

1980

Oct 12.31 1.95 12.68 26.8 48.1 67.1 74.2

Nov 12.85 2.03 13.26 26.5 47.5 66.3 74.5

Dec 13.15 2.12 13.58 26.5 46.3 65.3 73.7 31

2
8
332

30

3
2
4
3
5

39 19

18

19

9
8
8

11

1
9
8

1981

Jan 13.24 2.16 13.67 27.1 48.6 66.7 76.1 31 35 18 16

Feb 13.73 2.06 14.16 26.3 48.9 69.6 73.3 31 41 18 10

Mar 13.91 2.25 14.38 26.7 47.1 66.5 74.2 30 42 17 11

Apr 13.99 2.25 14.47 26.0 45.1 62.2 74.8 31 40 19 11

May 14.19 2.17 14.66 25.4 44.8 63.5 73.0 34 40 17 9

June 14.40 2.22 14.88 25.3 49.3 70.8 73.1 35 39 17 9

July 14.77 2.36 15.28 26.3 50.2 72.4 72.9 32 40 18 10

Aug 15.03 2.31 15.54 25.7 48.1 70.3 70.9 39 40 14 7

Sept 15.38 2.40 15.93 25.2 47.2 69.4 71.2 39 37 16 8
Oct 15.47 2.42 16.01 25.7 48.1 71.9 70.9 41 34 15 10

See footnotes at end of following table.
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Table S.5.2. - Commitment Rates and Lending Policy on Conventional Home Mortgage Loans with 25-Year Maturity: National

Averages for All Major Types of Lenders '

Contract Interest Rate 2 Effective Interest Rate ' Percent of Respondents Offering ?

Period Loan-to-Price Ratio: Loan-to-Price Ratio: Loan-to-Price Ratio:

50% 75% 80% 90% 95% 50% 75% 80% 90% 95% 50% 75% 80% 90% 95%

1977 .. 8.71 8.79 8.83 9.01 9.13 8.88 8.96 9.00 9.22 9.39 88.3 88.4 85.9 76.2 47.8

1978 . 9.43 9.50 9.53 9.69 9.80 9.63 9.69 9.74 9.95 10.09 86.7 85.8 82.9 72.4 44.6

1979 10.94 11.00 11.05 11.23 11.28 11.20 11.27 11.32 11.54 11.63 82.7 79.6 75.7 63.5 38.7

1980 . 13.60 13.63 13.66 13.80 13.86 13.97 14.00 14.02 14.21 14.30 81.5 80.1 77.3 65.3 41.1

1980

Oct ... 13.46

Nov ..

Dec.

13.49 13.53

13.85 13.88 13.90 14.05 14.14

14.52 14.55 14.55 14.69

13.68 13.75 13.83 13.86 13.90 14.09 14.19 82.8 82.2 81.2 71.7 44.8

14.23

14.75 14.92

14.26 14.28 14.47

14.95 14.95

14.59 82.3 81.7 80.0 70.5 43.6

15.13 15.23 81.8 81.0 79.2 68.3 43.1

1981

Jan .. 14.95 14.97 14.98 15.13 15.17 15.35 15.38 15.39 15.58 15.66 80.3 79.3 77.9 68.0 42.9

Feb. 14.90 14.92 14.93 15.09 15.15 15.31 15.34 15.34 15.55 15.65 80.5 80.0 77.7 68.0 44.2

Mar. 15.02 15.05 15.06 15.22 15.34 15.44 15.47 15.48 15.70 15.86 77.5 77.2 75.0 64.5 42.1

Apr. 15.07 15.10 15.11 15.28 15.37 15.50 15.53 15.54 15.75 15.89 78.2 77.6 75.2 64.9 42.9

May 15.63 15.67 15.68 15.84 15.90 16.08 16.12 16.13 16.34 16.45 76.0 75.7 73.0 63.2 41.5

June 16.33 16.35 16.36 16.49 16.56 16.80 16.82 16.83 17.02 17.13 74.0 72.6 70.0 60.3 38.1

July 16.45 16.48 16.47

Aug 16.79 16.81

16.62 16.70

16.83 16.94 17.03

16.93 16.96 16.95 17.15 17.26 72.6 70.9 68.3 59.7 36.6

Sept 17.23 17.26 17.27 17.40 17.55

17.28

17.73

17.31 17.33 17.48 17.62 70.3 68.7 66.9 56.9 35.3

17.77 17.78 17.95 18.14 72.1 70.8 68.0 57.7 35.1

Oct. 17.61 17.64 17.67 17.83 17.97 18.14 18.17 18.20 18.40 18.58 73.7 72.8 69.2 59.3 35.6

See footnotes at end of Table S.5.3.

Table S.5.3. - Commitment Rates, Lending Policy, and Terms on Conventional Home Mortgage Loans Made: National Averages for

Savings and Loan Associations

Commitment Rates and Policy on 25-Year Loans All Loans Closed

Contract

Interest

Rate (%)2

Effective

Rate (%)*

Percent of

Respondents

Offering (%)
Contract Initial

Period Interest Fees and

Rate 2
Loan-to- Loan-to- Loan-to-

Price Ratio: Price Ratio: Price Ratio:
(%)

Charges 3

(%)

Effec-

tive

Rate¹

(%)

Term

to Loan

Maturity Amount

(years)

Pur- Loan-to-

chase

Price

Price

Ratio

($000) ($000) (%)

75% 90% 75% 90% 75% 90%

1977 8.80 9.02 8.99 9.25 94.0 86.9 8.84 1.37 9.07 27.0 36.8 49.3 76.5

1978 9.53 9.72 9.74 9.99 91.7 81.3 9.39 1.44 9.63 27.4 41.1 55.5 76.1

1979 11.02 11.24 11.30 11.57 86.9 72.6 10.64 1.71 10.94 28.0 47.1 64.4 75.5

1980 13.59 13.76 13.97 14.18 86.1 74.4 12.48 2.16 12.90 28.0 51.6 71.7 74.4

1980

Oct 13.46 13.65 13.85 14.07 88.7 81.9 12.36 2.18 12.77 28.1 51.7 70.9 75.3

Nov 13.82 13.99 14.21 14.42 87.5 79.4 12.76 2.25 13.19 28.1 50.5 69.8 74.9

Dec 14.49 14.64 14.90 15.10 86.4 77.2 13.04 2.38 13.51 27.8 51.5 71.6 74.7

1981

Jan ...

Feb

Mar

Apr

May

June

July

Aug

Sept

Oct

14.95 15.12 15.38 15.59 84.2 76.8 13.44 2.47 13.93 28.2 55.3 75.9 75.2

14.90 15.06 15.33 15.53 86.0 77.0 13.54 2.47 14.04 27.9 55.2 76.6 75.0

15.02 15.19 15.46 15.68 82.3 72.6 13.80 2.53 14.32 27.8 53.8 74.7 74.8

15.06 15.23 15.51 15.72 82.3 72.8 13.96 2.54 14.50 27.2 51.7 71.0 75.0

15.68 15.82 16.15 16.34 80.5 71.6 14.06 2.45 14.57 27.1 52.5 72.5 74.5

16.37 16.48 16.86 17.02 77.9 68.3 14.36 2.55 14.91 27.3 53.9 75.3 74.4

16.46 16.58 16.96 17.12 75.5 66.6 14.60 2.64 15.16 27.4 55.8 78.7 74.0

16.83 16.93 17.35 17.49 73.7 63.9 14.82 2.75 15.43 27.3 55.2 78.4 73.1

17.25 17.36 17.78 17.93 76.2 64.7 14.97 2.79 15.57 27.3 54.6 77.4 73.3

17.59 17.74 18.13 18.32 77.2 66.4 15.17 2.96 15.81 27.5 54.8 77.1 73.7

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

savings banks.

2 Excludes the estimated cost of private (non -Governmental) mortgage insurance

from the contract rate for the 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 , property

transfer, and title search and insurance.

• Contract rate plus initial fees and charges amortized over 10 years, the assumed

actual average life of a conventional mortgage.

5Included loans for purchase of newly-built homes, for purchase of previously

occupied homes, and for combination construction -purchase loans .

For fixed rate loans for purchase of newly built homes with a 25-year maturity.

7 Preliminary.

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

Federal Deposit Insurance Corporation from data reported by a sample of the indi-

cated types of lenders for fully amortized conventional first mortgage loans that are

both secured by and for purchase of single-family nonfarm residential properties .
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Table S.5.4.- Mortgage Debt Outstanding, by Type of Property and Mortgage

(In millions of dollars)

Property type Mortgage type¹

End of year

and quarter
Total

Nonfarm

Residential FHA/VA-

Farm

Total 1- to 4- 5 or
Com-

mercial

under-

written

Conven-

tional 2

Total family more

homes units

1973 682,321 641,068 509,343 416,211 93,132 131,725 41,253 135,044 547,277

1974 742,512 696,224 549,347 449,371 99,976 146,877

1975 801,537 750,660 591,362 490,761 100,601

1976 889,202 832,171 660,961 556,456 104,505

159,298

171,210

46,288 140,212 602,300

50,877 146,984 654,553

57,031 154,146 735,056

1977

1st ..

2nd

911,679 852,491

949,017 887,108

678,511 573,174

709,339 601,742

105,337 173,980

107.597 177,769

59,188 155.697 755,982

61,909 158,652 790,365

3d 986,527 922,529 740,198 630,500 109,698 182,331 63,998

4th . 1,023,505 957,681 768,407 656,566 111,841 189,274 65,824

161,564 824,963

161,739 861,766

1978 2

1st .. 1,051,719 983,662 790,069 676,400 113,669 193,593 68,057 165,253 886,466

2d

3d

4th .

1,092,243 1,021,353

1,133,524 1,059,735 854,159

1,172,754 1,096,561 883,815

822,661 706,305 116,356 198,692 70,890 167,440 924,803

734,771 119,388 205,576 73,789 174,663 958,861

761,843 121,972 212,746 76,193 176,377 996,377

1979 2

1st ..

2d

3d

4th .

1,201,500 1,127,366 910,848

1,245,953 1,168,086 945,435

1,289,397 1,208,732 979,119

1,326,750 1,007,7831,244,234

787,906 122,942 216,518

820,422 125,013 222,651

852,317 126,802 229,613

878,931 128,852 236,451

74,134 182,956 1,018,544

77,867 187,079 1,058,874

80,665 194,290 1,095,107

82,516 199,021 1,127,729

1980 2

1st ..

2d

3rd

4th ..

1,357,660 1,270,747 1,027,971 897,608 130,363

1,380,928 1,289,924 1,042,480 910,286 132,194

1,414,881 1,321,237 1,069,586 935,393 134,193

1,451,840 1,355,340 1,097,002 960,422

242,776 86,913 207,537 1,150,123

247,444 91,004 211,622 1,169,306

251,651 93,644 218,901

136,580 258,338 96,500 225,074

1,195,980

1,226,766

1
' FHA/VA-figures are from Federal Housing Administration and Veterans Admin-

istration . Conventional data include farm mortgages regardless of mortgage type.
2 Revised.

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

(In millions of dollars)

End of year

and quarter
Total

Savings Life

and loan insurance

associations ' companies

Mutual

savings
banks

Commercial

banks

Federal and related agencies 2 Mortgage Other
pools or

holders
FNMA2 FHLMC Other trusts 3

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 .. 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 . 630,500 298,429 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

1978'

1st 676,400 320,056 14,417 58,747 108,699 30,208 2,694 3,426 63,427 74,726

2d ... 706,305 334,144 14,217 59,882 115,389 32,974 1,856 3,316 67,054 77,473

3d . 734,771 345,587 14,158 61,104 121,911 35,437 1,994 3,741 70,743 80,096

4th 761,843 356,114 14,436 62,252 126,966 37,579 2,407 3,733 75,789 82,567

19794

1st 787,906 363,739 14,507 62,892 132,803 40,702 2,685 3,898 80,240 86,440

2d . 820,422 377,466 14.489 63,559 138,624 42,543 2,489 4,159 86.671 90,422

3d .. 852,317 387,918 14,884 64,065 145,093 43,534 2,850 4,189 94,075 95,709

4th 878,931 394,345 16,193 64,706 149,460 45,488 3,059 4,687 101,579 99,414

1980'

1st

2d .

3rd

897,608 398,009

910,286 399,746

935,393

16,850 64,865 152,553 48,394 3,210 5,618 106,157 101,952

17,796 64,864 153,753 49,837 3,037 6,097 110,318 104,838

409,896 17,996 64,966

4th 960,422 419,446 17,911 65,307

1 See notes to S.4.7.
2
Except for balances backing securities insured or guaranteed by the agencies. In-

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

Farmers Home Administration , and Federal Land Banks.

› Balances backing securities insured or guaranteed by Government National Mort-

5,668 116,820 109,780

5,770 121,756 113,838

gage Association , FHLMC, and Farmers Home Administration .

Note: Data, except for savings and loan associations , are partly estimated by
Federal Reserve from data collected by Federal agencies and private organizations.

156,737 50,071 3,459

160,746 51,775 3,873

Revised.
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Table S.5.6.- Mortgage Debt Outstanding on Nonfarm Residential Property with Five or More Units

(In millions of dollars)

End of year

and quarter
Total

Savings Life

and loan insurance

associations ' companies

Mutual

savings
Commercial

Federal and related agencies ? Mortgage Other

banks
pools and

banks
holders

FNMA GNMA Other trusts 3

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

1977 4

1st . 105,337 29,187 18,921 14,291 8,115 5,994 2,343 3.878 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

3d4 109.698 31,581 18,831 14,952 8,815 5,970 2,077 4,314 2,682 20,476

4th¹ 111,841 32,513 18,807 15,304 9,215 5,865 2,112 4,398 3,089 20,538

1978 4

1st .. 113,669 33,591 18,648 15,598 9,387 5,821 2,343 4,600 3,368 20,313

2d . 116,356 34,349 18,688 15,900 9,925 5,779 2,361 4,183 4,271 20,900

3d . 119,388 35,358 18,742 16,224 10,478 5,752 2,663 4,462 4,579 21,130

4th 121,972 36,053 19,000 16,529 10,912 5,732 2,632 4,755 4,966 21,393

1979 4

1st .. 122,942 36,678 19,080 16,699 10,324 5,708 2,627 4,634 5,530 21,662

2d .. 125,013 37.066 19,102 16,876 10,493 5,663 2,625 4,411 6,130 22,647

3d . 126,802 37,270 19,107 17,010 10,937 5,639 2,602 4,762 6,438 23,037

4th 128,852 37,579 19,274 17,180 11,180 5,603 3,089 4,647 7,049 23,251

1980 4

1st .. 130.363 37.215 19,590 17,223 11,557 5,596 3.170 5,032 7,225 23,755

2d . 132,194 37,329 19,284 17,223 11,764 5,582 3,730 5,219 7,467 24,596

3rd 134,193 37,728 19,357 17,249 11,997 5,561 3,670 5,472 7,752 25,407

4th 136,580 38,113 19,614 17,340 12,304 5,552 3,938 5,394 8,267 26,058

2
¹ See notes to table S.4.7.

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

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

Farmers Home Administration , and Federal Land Banks.

³ Balances backing securities insured or guaranteed by Government National Mort-

gage Association , FHLMC, and Farmers Home Administration.

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

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

Revised.

Table S.5.7.- Foreclosures ' by FSLIC-Insured Savings and Loan Associations Classified by Type of Mortgage

All types of mortgages

Number of mortgages foreclosed

Period

Number

Percent of average

No. of mortgages held

Actual Annualized 2

Amount

($ millions)

FHA/VA mortgages

Number of mortgages foreclosed

Percent of average

No. of mortgages held

Actual Annualized 2

Conventional mortgages

Number of mortgages foreclosed

Number

Annualized 2

Percent of average

No. of mortgages held

Actual Annualized 2

Number

Balance due on mortgages foreclosed

Percent of average

Mortgage balances held

Actual

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

1979

Jan.-June ... 8,364 .054 .108 321.0 .073 .146 6,076 .044 .088 2,288 .139 .278

July-Dec 8,403 .054 .108 361.9 .079 .158 6,688 .048 .096 1,715 .107 .214

1980

Jan.-June 9,411 .060 .120 414.0 .088 .176 7,776 .055 .110 1,635 .104 .208

July-Dec 10,800 .069 .138 501.3 .105 .210 9,274 .065 .130 1,526 .098 .196

1981

Jan-June .... 13,083 .083 .166 669.7 .135 .270 11,215 .078 .156 1,868 .123 .246

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 .

2 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 of structure

Period ¹

Private nonfarm

starts financed

byGovernment

home programs

New

private
New

housing homes
U.S.

total

units

New con-

struction

put in

place:

North-

east

sold 34
North

central
South West 1 unit

2-4

units

5 units author-
FHA VA

total

residential
or more ized 2

buildings 2

1977 1,987.1 201.6 464.6 783.1 537.9 1,450.9 121.7 414.4 100.1 218.1 1,690.0 821 80,956

1978 2,020.3 200.3 451.2 823.7 545.2 1,433.3 125.0 462.0 94.4 126.8 1,800.5 818 93,424

1979 1,745.1 177.9 349.2 747.5 470.5 1,194.1 122.0 429.0 106.5 121.7 1,551.8 706 99,030

1980 1,292.2 124.5 218.1 642.7 306.0 852.2 109.5 330.5 99.5 95.5 1,181.6 530 87,261

1980

Oct 1,519 111 284 770 354 1,009 121 389 97 111 1,333 540 89,826

Nov 1,550 110 316 758 366 1,019 143 388 116 110 1,355 564 95,617

Dec 1,532 126 256 812 338 971 135 426 136 110 1,235 545 98,898

1981

Jan 1,660 163 329 887 281 993 149 518 108

Feb 1,215 93 189 666 267 791 112 312

Mar 1,297 130 217 684 266 838 105 354

Apr 1,332 123 203 695 311 897 92 343

May 1,158 125 172 597 264 764 106 288

June 1,039 98 154 545 242 688 88 263

July 1,047 151 170 493 233 704 86 257

Aug 941 108 154 467 212 606 76 259

Sept 920 128 121 476 195 646 58 216

8
8
8
8
8
8
8
8

101 1,228 523 100,686

82 95 1,165 500 99,684

99 87 1,153 507 96,266

89 93 1,186 451 95,206

71 86 1,167 478 89,719

68 73 963 402 85,971

56 74 913 416 85,340

53 69 865 357 83,631

60 54 850 312 82,384

Oct 6 857 97 158 319 223 487 96 274 NA ΝΑ 729 ΝΑ ΝΑ

1
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 of the Census, Department of Commerce .

Table S.6.2.- Inventory of Unsold Homes

⚫ Department of Housing and Urban Development .
5 Not available.

• Preliminary.

Table S.6.3. - Rental Vacancy Rates for the United States and

Major Regions

End of

month

New homes for sale

(in thousands of units)

Stage of construction

Year and

quarter

United

States

North-

east

North

central
South West

As ratio

Total
Com-

pleted

Under

con-

struction

of new

home
New series¹ 2

Not

started
sold dur-

1977 5.2 5.1 5.1
ing month

1978 5.0 5.0 5.0

December 1979 5.4 4.5 5.7 6.1

1980 5.4 4.2 6.0

8
2
8
9
9

5.7

6.0

6.0

9
2
3
2

5
5
5
5

5.0

5.2

5.3

5.2
1977 408 87 256

1978 421 98 260

1979 403 117 227

1980 343 111 178

6
8
5
5
5

NA

63 ΝΑ

59 ΝΑ 1979¹

54 ΝΑ

1st . 5.1 4.3 5.6 5.6 4.9

1980 2nd 5.5 4.5 5.4 6.3 5.5

Sept ... 339 110 173 56 7.6
3rd . 5.7 4.3 6.0 6.9 5.4

Oct 342 108 181 53 7.7
4th . 5.4 4.9 5.8 5.6 5.5

Nov 344 110 181 53 7.3

Dec¹ 343 111 178 54 7.5
1980¹

1981
1st .. 5.2 4.7 5.4 5.6 5.1

Jan 328 106 170

Feb 322 108 164

Mar 319 107 161

Apr 323 105 166

May 318 101 165 51

June 310 102 158 50

N
O
N
N
O

52 9.1 2nd 5.6 4.1 6.1 6.5 5.5

50 8.2 3rd . 5.7 4.3 6.7 6.5 5.2

52 6.7 4th 5.0 4.8 5.0 4.6 5.5

52 7.4

7.2
1981

8.3

July 305 102 155 48 8.6

Aug 301 104 148 47 9.0 1st . 5.2

Sept. 300 107 145 48 11.4 2nd 5.0

5
5
9
2

3.7 6.2 5.8 5.0

3.7 6.1 5.1 5.0

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

and Urban Development . Detail may not add to total because of rounding.

' Revised to include vacant, for-rent units classified as dilapidated .
2
Average of four quarters as published by Bureau of Census.

1
Preliminary. Note: Bureau of the Census , Department of Commerce .
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Federal Savings and Loan Insurance Corporation

Table S.7.1 . - FSLIC: Comparative Statement of Condition

Cash with U.S. Treasury

Accounts receivable

Notes receivable ..

Assets , liabilities , and reserves

ASSETS

Investments' (U.S. and Fed Ag securities) .

Accrued interest on investments .....

September 30, 1981 September 30, 1980 Change

$158,642

8,527,500

$458,938

9,052,532

$(300,296)

(525,032)

4,619,751,198 4,996,250,610 (376,499,412)

77,353,355 89,017,073 (11,663,718)

Assets acquired from insured institutions (book value of assets

acquired to prevent default after allowance for losses)

Loans (loans to insured institutions and accrued interest)

1,657,428,359

390,879,165

1,035,960,223

174,744,287

621,468,136

216,134,878

Subrogated accounts in insured institutions in liquidation (after

allowance for losses) . . . . . .

Deferred charges and other assets ...

68,131,237

9,077,140

-0- 68,131,237

Total assets 6,831,306,596

9,885,499

6,315,369,162

(808,359)

515,937,434

LIABILITIES AND RESERVES

Miscellaneous accrued liabilities and accounts payable

Notes payable to insured institutions ....

Allowance for estimated losses-contribution agreements

Deferred Credits ....

Primary reserve (cumulative net income)

Secondary reserve (additional premiums in the nature of

1

prepayments with respect to future premiums)

Total liabilities and reserves ....

¹ Market value of investments as of September 30, 1981 amounted to $3,522,021,127.11 .

41,828,335

42,000,000

127,461,411 (85,633,076)

-0- 42,000,000

32,888,989

6,350,733

131,356,399

7,411,220

5,982,704,147

626,006,495

6,831,306,596

5,333,255,279

815,412,750

6,315,369,162

98,467,410

1,060,487

649,448,868

(189,406,255)

515,937,434

Table S.7.2. - FSLIC: Comparative Statement of Income and Expense

Income and expenses

Income:

Fees from examinations of savings and loan institutions

Insurance premiums and admission fees ...

Interest on U.S. and Federal agency securities .

Interest on loans to insured institutions ...

Income on assets acquired from insured institutions

Miscellaneous

Total ...

Expenses:

Administrative :

Personnel compensation

Personnel benefits .....

12 months

ended

September 30, 1981

$-0-

421,529,143

12 months

ended

September 30, 1980

Net change

$17.842.559 $(17,842,559)

385,322,773 36,206,370

412,095,601 444,241,583 (32,145,982)

27,760,443 7,517,235 20,243,208

119,267,722 42,445,845 76,821,877

809,589

981,462,498

34,446,618 (33,637,029)

931,816,613 49,645,885

633,810 518,682

65,835 47,506

Travel and transportation of persons 24,142 36,861

115,128

18,329

(12,719)

Transportation of things 3,288 2,973 315

Rent, communication , and utilities 182,772 152,270 30,502

Printing and reproduction 446

Other services ... 37,030

1,854

74,086

(1,408)

(37,056)

Supplies and materials 2,070 3,041 (971)

Equipment (noncapitalized) -0- 70 (70)

Subtotal-Administrative Department of Insurance 949,393 837,343

Department of Examination-Home Office

Department of Examination- Field -0-

1,167,590

31,283,293

112,050

(1,167,590)

(31,283,293)

Subtotal-Administrative .... -0- 32,450,883 (32,450,883)

Services rendered by Federal Home Loan Bank Board . 30,681,771 11,820,566 18,861,205

Liquidation and other miscellaneous expenses 18,364,290 35,434,660 (17,070,370)

Subtotal .... 49,046,061 47,255,226 (1,790,835)

Return on premium prepayments .... 57,964,831 76,045,463 (18,080,632)

Net insurance losses and provisions for losses

Total ..

Net income

325,078,879 123,038,599 202,040,280

433,039,164 279,627,514 153,411,650

548,423,334 652,189,099 (103,765,765)
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Table S.7.3.- FSLIC: Source and Application and Total Income

(Cumulative through September 30 , 1981 )

Table S.7.5. - FSLIC: Summary of Insurance Settlement

Actions

(Cumulative through September 30, 1981 )

Item

SOURCE

Amount

Percent

to total

amount
Method Number

Number of

investors

protected

Insurance premiums

Interest on investments .

$4,004,122,325 48.3
Method of settlement:

3,842,633,095 46.3

Income on assets acquired from
Acquisition of assets .... 13

insured institutions

Other income ..

247,149,407

197,495,585

3.0
Acquisition of assets and contributions

Contribution ...... 82
2.4

Contribution and loan

Total ....

APPLICATION

Expenses and charges .

8,291,400,412 100.0 Contribution, loan , and acquisition of assets

2
2
2
5
4 75,782

188,471

1,182,801

44,064

177,602

Loan ... 5 161,366

Loan and acquisition of assets . 1 26,137

Purchase and assumption 5 100,844
427,635,015 5.2

Receivership and acquisition of assets . 3 40.107

Return on capital stock 42,975,507 .5

Insurance losses (net) 733,372,421
Receivership ..... 11 58,080

8.9

Return on additional premiums
Income capital certificates . 1 243,000

(prepayments) ... 1,205,738,856 14.5 Total 151 2,298,254

Retained earnings 5,881,678,613 70.9

Total .... $8,291,400,412 100.0

Table S.7.6.-FSLIC: Selected Financial Data- FSLIC-Insured

Savings and Loan Associations *

(September 30, 1981 )

Table S.7.4.- FSLIC: Selected Reserve Data

Period

Aggregate of primary and secondary
reserve of FSLIC

Percent to total amount

of all accounts of

insured members of all

insured institutions

Membership:

Federally chartered , mutual and stock

State chartered :

1,940

Mutual ... 1,189

Stock
Amount

Total

737

3,866

December 31 Assets

1962 ... $677,979,731 0.838 Total amount ...

1963 . 944,709,617 1.011 Average size association

$643,016,316,000

$166,326,000
1964 1,248,928,055 1.196

1965 . 1,537,140,992 1.353 Cash, Government obligations , and other
1966 . 1,803,957,053 1.526

investment securities , total amount .. $57,842,643,000
1967 . 2,049,121,630 1.622

1968 . 2,409,440,391 1.813 Savings capital , total amount $505,181,797,000
1969 .. 2,801,327,950 2.138

1970 .. 2,902,841,514 2.048
Mortgage loans held , total amount $509,544,326,000

1971 . 2,986,858,767 1.767

1972 .. 3,142,367,689 1.564

1973 .. 3,453,504,521 1.563

1974 .. 3,791,425,579 1.602

Net worth , total amount

Percent of net worth to-

$29,338,291,000

1975 .. 4,119,622,359 1.478 Total assets .... 4.56

1976 .. 4,480,117,424 1.365
Total savings capital 5.81

1977 . 4,872,768,476 1.286
Total mortgage loans 5.76

1978 . 5,328,249,001 1.262

1979 .. 5,847,810, 619 1.269 Percent of cash and government obligations, and
1980 . 6,462,268,008 1.289 other investment securities to total savings

1981 (September30) 6,608,710,643 1.308 capital .. 11.45

* Represents over 98 percent of the resources of all operating savings and loan
associations .
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