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65 To the Congress oj the United States::67

The year 1940 was one of notable progress for the Federal Housing 
Administration and for the home construction industry.

New high records were established in the total volume of FHA 
mortgage and credit insurance written, in the number of new small 
homes built under the FHA program, and in the volume of modern
ization and repair loans insured.

These accomplishments were an important factor in the further 
recovery in the total volume of home construction to the highest 
levels since 1928. Approximately 42 percent of all privately financed 
single-family homes built in 1940 were financed by FHA-insured loans 
and an additional substantial number were a direct outgrowth of the 
FHA program, although ultimately financed without FHA mortgage 
insurance.

The quality of the new homes financed by private capital under 
the FHA program was maintained at high levels, reflecting the 
FliA’s careful requirements as to soundness of construction and loca
tion. The foreclosure experience on small home properties covered 
by FHA mortgage insurance also continued extremely favorable. 
Less than four-tenths of 1 percent of those properties have been fore
closed and turned over to the Administration.
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I 91 During 1940 the current revenues of the Federal Housing Admin
istration from insurance premiums, fees, and investments exceeded 
its operating expenses by more than $8,000,000. For the fiscal year 
ending June 30, 1941, all administrative expense of the program is 
for the first time being paid out of the FHA’s own income and, in 
addition, upwards of $8,000,000 will be added to insurance reserves.

The impressive achievements of the Federal Housing Administra
tion during 1940 and during the earlier years of its operations are a 
tribute to the energy, administrative ability, and business acumen of 
my predecessor, Stewart McDonald, who resigned as Federal Housing 
Administrator on November 29, 1940, after holding that office since 
September 5, 1935. In his new official duties as Deputy Federal 
Loan Administrator, Mr. McDonald continues in close touch with 
the FHA program.

The volume of our business was showing substantial gains over 
1940 levels during the early months of 1941.

Respectfully,
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In addition to the new homes financed by FHA-insured loans, 
39,918 mortgages on existing small homes were accepted for insurance 
during 1940 as compared with 46,491 in 1939. Under the property 
improvement program (through which 9,107 of the new small homes 
cited above were financed), a total of 662,948 loans were reported for 
insurance, an increase of 29.2 percent over 1939, and the dollar 
volume of those loans was 18.7 percent larger than in 1939. In both 
number and amount, the property improvement loans insured ex
ceeded the previous high records established in earlier years. Insur
ance of mortgages on rental and group housing projects, on the other 
hand, was restricted to a marked extent during the year.

By December 31, 1940, the cumulative amount of loans insured 
since the inception of the FHA program in June 1934 was $4,076,264,- 
676. Approximately 3,643,000 individual loan transactions were in
volved in that total and approximately 13,000,000 persons arc now 
living in dwellings built, purchased, or improved through the pro
ceeds of FHA-insured loans.

Under the provisions of the National Housing Act, the Administra
tion insures approved lending institutions against loss on three main 
types of loans: (1) Property improvement loans insured under Title I 
of the Act, (2) mortgage loans on one-to-four family dwellings insured

Table 1.— Yearly volume of business transacted: Trend and status of FHA property 
improvement, home mortgage, and rental housing insuring operations, 1984-1940

1
i

Part I
GENERAL REVIEW

i

^~\PERATIONS of the Federal Housing Administration
program of mortgage and credit insurance reached record pro

portions during the calendar year 1940. The Administration’s pro
gram thereby contributed importantly to the expansion in residential 
construction to the highest levels since 1928 and to a further impres
sive increase in the volume of private funds invested for residential 
financing purposes.

The Administration issued insurance during the year on loans 
totaling $1,026,049,609 extended by private lending institutions for the 
purchase or improvement of homes or other properties in accordance 
with the provisions of the National Housing Act. This volume was 
7.6 percent greater than the amount for 1939, the previous record year.

A total of 171,440 new small homes were financed by FHA-insured 
loans during 1940, an increase of 27.5 percent over 1939. The quality 
of construction, design, and location was maintained at high levels in 
these new homes. Furthermore, the trend toward lower-priced 
homes, without sacrifice of soundness, again was apparent in the new 
construction financed under the FHA program. The FHA new home 
program also reached broader income classifications among American 
families than in any preceding year.

CHART 1—VOLUME OF FHA INSURANCE WRITTEN, BY YEARS, 1934-1940

under its ■

J
i

i
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:
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!

) -
‘

-! Title I Title II
■

i Sec. 207 mort
gages on rental 
and group hous

ing projects i

Total: Property improve
ment loans insured

Sec. 203 mortgage 
1- to 4-family hoi

is on 
mesi Year and status

t ! Num-! Num- Num-Amount Amount Amount Amounther her ber: .•1
Insurance Written

I; <*)1034 72,658 
635, 747 
617, 697 
124, 758 
382,325 
513,091 
662,918

$30, 450,583 
223,020, 146 
246,140,913 

60, 382,598 
172,747,308 
233,067, 349 
276,541,365

0) (>) <*) $30,450, 583 
$2,355,000 319,857,158
2,101,000 557,196,019

10,549,000 495,304, 597
47, 589,150 693,582, 5S2
51,340,625 953,824, 12S
13,017,900 1, 026,049, 609

I 5 $93,882,012 
308,945,106 
424,372,999 
473,246,124 
669,416, 154 
736,490,344

1935 23,397 
77, 231 

102,076 
109,279 
153, 747 
168,293

2MILLIONS
OP DOLLARS

MILLIONS 
or OOLLARS 1 1936 4

; 1937. 15
1938 117PROPERTY IMPROVEMENT TITLE I1,000 ------ — 1,000 1939 131WffZRENTAL HOUSING 1940. 48

TITLE H•Y‘HOME MORTGAGES 2,706,352,739 317 120,952,675 4,076,264,676
341,066,277 (J) (i) 341,066.277

Total..........................
Commitments outstanding-

3, 009, 224 1,242, 959,262 634,023
77,154800 ------ 800

I
Total accepted for

insurance................
Expired commitments-----
Mortgages in process *........
Rejections and withdraw

als

711,17V 3,047,419, 016 
71,607 270, 678,696
54,342 245,078,630

255,865 1,241,548,612

317 126,952, 675 4,417,330,953 
270, 678,696 
259, 160, 130

1,241,548,612

3, 009, 224 1, 242,959, 262i (<) 0)600 ------ 600
45 14,081,500

(0 («>
400 ------ 400& Gross business trans

acted....................... 362 141,034,175 6,188, 718.3913, 009, 224 1,242, 959, 262 1,092,991 4,804, 724,954*> v.
200 -------200

Includes rental and release clause projects under Sec. 210, repealed by Juno 3, 1939, amendment.
1 Not in operation pending necessary changes in State laws.
3 Rental-housing mortgages committed for insurance arc included as mortgages in process; 17 mortgages 

for $4,632,500 under examination are not included in this table.
4 Rental-housing mortgages rejected, withdrawn, or expired, numbering 041, for $681,819,084, aro not 

recorded in total gross business transacted.

i illmm 
■■■■■■ /.

- |t_ " \ :
1935 1936 1937 1938 1939 19401934
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8 GENERAL REVIEW

under Title II, Section 203, and (3) mortgage loans on rental and 
group-housing projects insured under Title II, Section 207, and the 
now-repealed Section 210. In all instances, loans insured by the FPIA 
provide for full settlement of the obligation by equal monthly in
stallments extending over the life of the loan. The maximum interest 
rates fixed for FHA-insured loans represent the most favorable terms 
ever generally available to home owners in the United States.
Table 2.—Stale distribution of insured loans: Properly improvement, home mortgage, 

and rental housing FHA insuring operations, cumulative 1934-1940

FEDERAL HOUSING ADMINISTRATION

In line with the increased amount of insurance written during the 
year, the total volume of business transacted by the FHA in 1940 
was the largest since the start of the program. By December 31, 
1940, the cumulative total since 1934 was $6,188,718,391, an increase 
of $1,550,187,041 since December 31, 1939. Included in this total 
were 3,009,224 insured property improvement loans aggregating 
$1,242,959,262, mortgages aggregating $3,047,419,016 accepted for 
insurance on 711,177 small homes, and $126,952,675 in mortgages 
insured on 317 rental and group housing projects providing 33,204 
dwelling units. Additional applications for home mortgage insurance 
amounted to $1,757,305,938 of which $245,078,630 represented 
mortgages still in process or conditionally committed at the year-end. 
The remainder represented rejections or withdrawals of mortgage 
insurance applications or expirations of commitments to insure.

9

Title I Title II
TotalProperty improvement 

and new construction 
loans insured ‘

Section 203 mortgages 
on 1- to 4-family 

homes J
Section 207 mortgages 
on rental and group 
housing projects J

Location of 
property

Num-Number Amount Nurabor Amount Amount Amountber
■:

'4 Alabama
Arizona
Arkansas..............
California
Colorado
Connecticut........
Delaware 
Dist. of Col.
Florida.............
Georgia
Idaho
Illinois___ _____
Indiana
Iowa
Kansas.................
Kentucky
Louisiana
Maine_________
Maryland
Massachusetts
Michigan.............
Minnesota
Mississippi
Missouri...............
Montana
Nebraska
Nevada..............
Now Hampshire 
New Jersey
New Mexico____
New York 
North Carolina 
North Dakota.... 
Ohio
Oklahoma
Oregon.................
Pennsylvania 
Rhode Island 
South Carolina... 
South Dakota 
Tennessee
Texas...................
Utah
Vermont
Virginia....... ........
Washington 
West Virginia
Wisconsin............
Wyoming
Alaska
Hawaii................
Puerto Rico 
Canal Zono 

Total

J!
■1

-‘as-
ss-•as105.442-ss ....as .a is ..s

"'S

■II
21.716 

...107,'445.
W.810
4,80-1

- 3«.<H1-

...11.
4, 220

$11,005,923

....... 7,* 826:225.
164, 776.950--P

S. 085,521 
....23,571,082

£8i:™>
-■ass- 
....$ ss. w

20:299,'827

....gas.
^8,' 020,' 093

----26,588,032.
4.070,180
0,018,087

....Jg&r’

.-.-2; 099.’381. 
222,841,400 

0.843.477
.......2,347,453.

47,357,810
12,071,032

... Vm,m

....SagS.
2:093:344

....17,709,932. . 
32,500,987

....ift8j:3S.

........
4.007 .

0,822...ta
13?:?57
-pi
-IMU.vs
..40,170.

20.70411
-£S
-II-
-41-
i:l
II

8,534

H47?22:J|
... 13,552,400. 

053, 507.516 
20. 20.3. 568 

....29,305,845. 
0, 570.100 

13, 272, 250 
....74.475,901.

ftoRIS
-SSSJ-...assass
-ass--Ilf

W. 113,919
... imSS’
...sag.231,302,299

35.877,239
...... 2, 998,345.

180,570.575 
42. 564, 342 

....19,954,100. 
172,431,816 
11,504,220 

. ..18,530,433. 
0,187.430 

44,561,359-'lit5. 239, 6S7 

23,057,000

-ass-
-iSS:2,405,000 .

$1,?S:ooS
3.083: 700 

939,500 
....1,310,000. 

740, 000
3.794.000 

...1,117,500
1.410.000

'-6.'107,400.' 
2.518.250

550.000 
.......530.100-

'■SSS
383,' 000

-igg31.000 
...5,603,300.

7 $38, 112,095 
23,238,098 

...21,098.085

usts-ass
...o2o.'&m

as is •■sss
38,730.357■ -aaa

--9, Soil
80. .509, 112 
08, 422.106 

..314, 152, 398 
00,543, 960 
20,938.782 

. 108, .589, 229 
13.M7.227 
22.132,000 

...7,481,147 
9,151,778 

2*14, 704, S59 
.. 11,345,756 

480, 491,705

.. ass230,248,385 
55,100,124 

...36,010,119lil
— s.'43<oa

..SSS
ass-§§>:§ 29, 208. 301

-ass.-.tssa

FINANCES2
....... 1

11
During 1940 the current revenues of the Federal Housing Administra
tion exceeded its operating expenses by $8,109,129. For the fiscal 
year ending June 30, 1941, the Administration for the first time will 
pay all operating expenses from current revenues. A portion of the 
claims for losses under Title I loan insuranqe are still being paid by 
the Reconstruction Finance Corporation.

The operating expenses of the Administration’s Washington and 
field offices during the calendar year 1940 amounted to $13,266,784, 
compared with $12,961,323 in 1939. The increase of 2.4 percent in 
expense over 1939 contrasted with an expansion of 7.6 percent in the 
total volume of insurance written. Since 1935, the annual volume of 
insurance of all types written by the FHA has increased by 220.8 
percent while annual operating expenses have increased only 28.6 
percent. Yearly operating expenses, exclusive of equipment, have 
been as follows since the start of the program:

4
___5.

2
3

.........6.
6

.........7.
12

1
.........9.

1
4

16
2

....... 22.
8
1

....... 19.

i7, 280, 000

* 32,348,666 
4,229, 500

2,‘326,66o

...•£«*.

... f!SSS-...i-saa

17

14
929.

39.955 
11,150 

...5. 977.

•SSI
-SSI-■415,983

...S17,915 

3, 414

4
8 Calendar year: 

1934____
Calendar year: 

1938........
........2.

21 $11,346, 611
12, 961, 323
13, 266, 784

$1, 739, 770
10, 300, 172
11, 401, 242 
9, 269, 985

i
i 1935. 1939.........l.
l 1936. 1940.7

___ 22. 1937.
i From June 27.

Revenues from premiums and fees charged for insurance under 
Titles I and II totaled $20,536,894 during 1940, an increase of 49.1 
percent over $13,778,869 in 1939. Net interest income (after deduct
ing premium amortization) from investments in Treasury bonds held 
in the Mutual Mortgage Insurance Fund and Housing Insurance 
Fund amounted to $704,016, an increase of 11.3 percent over $632,491 
in 1939. Other interest income totaled $135,003 in 1940. Yearly 
revenue from these sources since 1934 have been as follows:

..16, 244,090. 
L "0.400 

650,000 
....... 684, 700.

____30.
2
1

........4.

334 342
.822. .1,524.

20 439
3

317 126,952.075 4,417,330,9531,242, 959.262 J 711, 1773,009, 224 3,047,419.016

i Includes undistributed adjustments in tho total for an addition of 8,037 notes and a deduction of $300,388.
* Represents insured mortgages and FHA commitments outstanding to insure.
* Includes $1,529,000 of mortgages on release-clause projects insured under sec. 207 ond $7,790,025 of mort

gages closed under the expired sec. 210, of which $3,137,925 represents release-clause projects.
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this source were made available for payment of FHA operating ex
penses under Title I. Any amount not needed for that purpose, it 
was further provided, may be used for payment of Title I insurance 
claims.

During the current fiscal year, all administrative expenses under 
Title I and a substantial portion of the claims paid on defaulted notes 
are being met from current revenues. Under the Administration's 
budget for the year, $1,200,000 of the current earnings under Title I 
is allowed for administrative expenses and $3,000,000 is allocated 
toward meeting the estimated total of $7,000,000 in claims to be paid 
during the year ending June 30, 1941. The remaining $4,000,000 in 
estimated claims will be met from public funds.

The trend of earnings under Title I during the first two-thirds of the 
current fiscal year indicates that revenues for the full year will exceed 
the $4,200,000 budget allocation described above and will thus in
crease the reserves carried over for payment of future claims. During 
the eight months ended February 28,1941, the insurance premiums col
lected under Title I amounted to $3,460,946 while total Title I income, 
including FHA charges for approval of low-cost homes insured under 
this title, was $3,542,748. By February 28, 1941, the total income col
lected under the Title I program since the establishment of the pre
mium charge in July 1939 amounted to $6,706,860.

With Title I loans now on a premium-paying basis, the expectation 
is that this phase of the FHA program should approach a self-sustain
ing status if continued operations are authorized by Congress.

Further discussion of Title I activities will be found in Part III.

One- to Four-Family Home Mortagage Loans, Section 203, Title II

Of the 634,023 one- to four-family home mortgages aggregating 
$2,706,352,739, which had become premium paying under Section 203 
through December 31, 1940, there were 582,936 in force as of that 
date. On the remaining 51,087, aggregating $228,607,993 in original 
amount and representing 8.1 percent of the total number, insurance 
had terminated. Of the terminations, 47,909 mortgages in the original 
amount of $213,909,371 represented prepayments and 102 mortgages 
in the original amount of $147,054 represented matured loans.

Up to December 31, 1940, title to 2,311 properties, or less than 
four-tenths of 1 percent of the total number insured under Section 
203, had been transferred to the Administrator subsequent to fore
closure by private lending institutions. In exchange for these prop
erties, Mutual Mortgage Insurance Fund debentures were issued to 
the lending institutions, pursuant to Section 204 of the Act, in the 
amount of $10,864,460 (including debentures authorized but not yet 
issued, claims for debentures in audit, and cash adjustments).

The Administration's policy is to dispose of acquired properties as 
promptly and advantageously as possible and to employ the proceeds

Interest 
income on 

investment

Interest
income,
other

Fees and 
premiumsCalendar year Total

1934 $113,423 
284,9G2 
333,896 
497,373 
581,817 
632,491 
704,010

* $113,423 
1,539.839 
4,132,006 
6, 566,696 

10,033,016 
14,460,002 
21,375,913

1935 $1, 25-1,877 
3,798,110 
0,067,935 
9,440,543 

13,77S, 869 
20,536, S94

1936
1937 $1,388 

10,656 
49, 242 

135,003

193S
1939
1940.

• From June 27.

For the fiscal year ending June 30, 1941, Congress, in accordance 
with budget estimates, authorized the Administration to use 
$13,300,000 of its revenues from insuring activities to meet all ad
ministrative expenses. Since July 1, 1937, the Administration, under 
authorization from Congress, had been meeting increasing amounts 
of its expenses from its own revenues. Prior to the current fiscal 
year, such administrative expenses as were not met from revenues 
were defrayed through Congressional allocations of Reconstruction 
Finance Corporation funds. These Government funds and the 
FHA funds paid out or encumbered for administrative expenses, 
including equipment, reached the following yearly totals:

;
:
i

'••

i
■

■

Government 
funds used 

for adminis
trative 

expenses

Govornmont 
funds used 

for adminis
trative 

expenses

FHA funds 
/ used for ad

ministrative 
expenses

FHA funds 
used for ad
ministrative 

expenses
*: Fiscal year Fiscal year

1935 $0, 723,472 
12,312, 541 
10,319,141 
4,400,000

1939. $5,525,000 
3, .500,000

$7, 185,4S9 
9,777,579 

13,300,000
1936 1940
1937 194)
1938 $4,952,834

! 1 Appropriated.

i CREDIT INSURANCE EXPERIENCE
Property Improvement Loans, Title I

Witfi $1,242,959,262 in property-improvement loans having been 
reported for insurance under Title I through December 31, 1940, 
lending institutions had filed and the Administration had paid claims 
on 122,098 defaulted notes aggregating $30,511,450. Of this amount 
$6,543,568 was disbursed during 1940, as compared with $4,728,345 
during 1939. The Administration's recoveries on the defaulted notes 
acquired through payment of these claims amounted to $10,776,128, 
leaving $19,735,322 uncollected as of December 31, 1940, a balance 
equivalent to 1.59 percent of the total loans insured under Title I.

Prior to the beginning of the current fiscal year, these insurance 
claims were met from public funds advanced by the Reconstruction 
Finance Corporation as provided in the National Housing Act. A 
premium charge for this insurance was established for the first time 
under the June 3, 1939, amendments to the Act and revenues from
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:of these sales for the retirement of corresponding amounts of deben

tures, charging the Mutual Mortgage Insurance Fund with any net 
losses occasioned by these transactions, as required by the Act. By j 
December 31, 1940, the Administration had sold 1,613 of the 2,311 
properties acquired up to that date, resulting in a net charge of 
$985,074 to the fund, after payment of all expenses.

The net charge to the fund resulting from the sale of foreclosed 
properties has been substantially exceeded, it might be pointed out, \ 
by the income received by the fund from the prepayment premium of 
1 percent charged on the original principal amount of insured mort
gages paid in full prior to maturity. Up to December 31, 1940, such } 
prepayment premiums had aggregated $1,447,760.

The average net loss on the properties sold was $610.71.

Since acquisition of the properties, occupancies have increased and 
improved operating policies have been inaugurated in an effort to 
produce earnings which eventually should cover all operating costs in 
connection with the properties as well as the interest cost of the de
bentures issued to mortgagees.

In dealing with foreclosed rental-housing properties, the Admin
istration’s policy is to dispose of the properties as soon as they can 
be placed in a healthy position in relation to the rental market and 
to the amount of debentures issued in exchange. Until such time as 
a favorable sale can be made, the Administrator retains the property 
and operates it through procedure laid down by the Comptroller 
General of the United States.

During the Administrator’s period of ownership, the carrying charges 
are reduced by the elimination of returns on equity, the cancellation 
of mortgage insurance, and the reduction of mortgage interest to the 
rate carried by Housing Insurance Fund debentures (2% percent as 
compared with 4 or 4K).

A more complete statement of operations under Section 207 ap
pears in Part V of this report.

TYPES OF INSTITUTIONS FINANCING FHA-INSURED LOANS

The participation of private lending institutions in the FHA program 
continued to broaden during 1940. Since all but a small fraction of 
the loans insured by the FHA are advanced by private institutions,

Table 3.—Type, of institution financing FII A-insured loans: Property improvement,
home mortgage, and rental housing insuring operations, cumulative 1934-1940

\ ;

!
!.•

During
the calendar year 1940, a total of 1,123 small home properties insured 
under Section 203 were acquired and 997 were sold at an average net 
loss of $649.05 and a total net charge to the fund of $647,098. No 
profit from sales may ever be credited to the fund. In cases where 
sale proceeds exceed costs charged against the property, including 
debentures issued, repairs, sales commission, and payments in con
nection "with certificates of claim issued to lending institutions, the 
excess is refunded to the original borrowers.

On December 31, 1940, outstanding debentures of the fund (includ
ing debentures authorized and claims for debentures in audit) totaled 
$7,689,135, after retirements of $3,173,322. These debentures made f 
up all but a small portion of the fund’s total liabilities of $8,028,633. 
Against these liabilities, the fund’s assets amounted to $38,852,832.
At the close of 1939, the fund had assets of $30,325,466 and total lia
bilities of $4,517,809. More detailed statements of home mortgage 
insurance under Section 203 and of the condition of the Mutual 
Mortgage Insurance Fund appear in subsequent sections of this report.

! ■

i i

fa
■

*

Title IITitle I
TotalSec. 207 mort

gages closed on 
rental and group 
housing projects2

Property improve
ment and new con
struction loans in
sured

Sec. 203 mortgages 
accepted on 1- to 
•1-family homes 1

Type of lending 
institutionRental and Group Housing Mortgage Loans, Section 207, Title II

Of the 317 rental-and group-housing mortgages, totaling $126,952,- 
675 and providing 33,204 dwelling units, which had become premium 
paying through December 31, 1940, a total of 278 in original amount 
of $107,013,050 remained in premium-paying status as of that date. 
Of the remaining 39 mortgages, 19 totaling $6,714,025 in original 
amount were terminated through full repayment.

As of December 31, 1940, five foreclosed projects had been acquired 
and one mortgage note had been assigned to the Administrator. 
Housing Insurance Fund debentures and cash adjustments issued or 
in audit in connection with these property acquisitions (all of which 
occurred during 1940) totaled $9,304,062. Four homes which are 
part of a nine-home project, included in the five acquired projects, 
had been sold, resulting in a net charge against the fund of $1,657.

Num-Num- Ainount AmountAmountNumber Amount! berher

$7,648, -100 
8,337.650 

862,250
567,300 

89,081,050 
200,000 

8,832,000
"§,’853,600 

7,569, S25

$1,322,668,521 
1,048,859,374 

590,455.438
351,072,461
394,636,603/-;::-----
373.226,362

77,620.508
4,839,004

130,901,238

35$8-12,606,238 
70S,420,235 
589,593,188
312,421,783 
305,40S, 103 
24,643.550 

102,290. S57 
12,639,910 

085,40-1 
118,310,748

$472,323,883 202,118 
332,101,489 168,532 

(&) 133,676
11,983,378 83,844

146,850 04,877
348,382,812 5,949

8,019,587 21,776
64,080,598 3,002

(J)
5,020,605 27,091

National banks...................
State banks..........................
Mortgage companies..........
Savings and loon associa

tions................................ .
Insurance companies..........
Finance companies..........
Savings banks.................... .
Industrial banks................
Federal ngencics 5..............
All others <.

1,083,570
735,069 21

16(»)
618,659 18491 1981,955 

19,364 
166,296

16

W 12312
274,211

317 126,952,675 4,417,330,953711,177 3,047,419.0163,009,224 1,242,959,262Total.........

•SsSSSSHSSS'SHSSS.-
* Includes credit unions, investment companies, endowed institutions, private and Stato benefit

fU°Sincoprcsont methods of tabulating do not make available figures separately for mortgage companies 
and Federal agencies under Title I, these types have been included in an otners.
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tlie total of $4,076,264,676 in insured loans generated under the FHA 
program since June, 1934, lias represented a major contribution to 
the sound investment of private capital.

The institutions making FHA-insured loans constitute, in the 
aggregate, the largest reservoir for liquid capital and private savings 
in the United States. By the end of 1940, a total of 8,329 institutions 
were holding as investments small-home mortgages insured under 
Section 203. Under Title I, 3,045 institutions had reported property- 
improvement loans for insurance since the enactment of the June 
1939 amendments which established a premium charge for this type 
of insurance. A total of 87 institutions have participated in the 
rental- and group-housing insured mortgage program.

The cumulative total of FHA-insured loans made by the main 
categories of institutions operating under the three FHA programs is 
shown in Table 3. More detailed statements of the annual volume 
of FHA-insured loans made by these institutions as well as a discus
sion of the secondary market for FHA-insured loans appear in subse
quent sections of this report.

RESIDENTIAL CONSTRUCTION AND FINANCING IN 1940

The recovery in residential construction, which began in 1935, gained 
further momentum during 1940 and carried the production of 
dwelling units to the highest levels since 1928. In addition to the 
stimulus imparted by expanding industrial production and national 
income, the increase in home building was facilitated by ample sup
plies of private capital available for investment in sound home prop
erties and by continuation of the most favorable uniform home 
financing rates ever available in the United States. On both these 
latter two points, the Federal Housing Administration’s program 
an influence of paramount importance, as it was in the earlier years 
of the housing recovery.

On the basis of building permits issued by loca.1 officials, the Bureau 
of Labor Statistics estimates that 540,000 dwelling units were built 
in the nonfarm areas of the United States in 1940. This represented 
an increase of 16 percent over 1939 and was 10 times larger than 
the depression low of 54,000 units built in 1933, the year prior to the 
enactment of the National Housing Act. Construction in 1940 
exceeded the 1929 level of 509,000 dwelling units and was equivalent 
to 77.5 percent of the estimated yearly average number constructed 
during the decade of the ’Twenties.

The recovery in construction of single-family homes has been of still 
sharper proportions. In 1940, an estimated total of 420,000 dwellings 
of this type was constructed, an increase of 20 percent over 1939 and 
nearly 11 times larger than the depression level of 39,000 in 1933. 
The 1940 level compared with 316,000 in 1929 and was practically

equal to the average annual construction of single-family homes 
during the ’Twenties.

Approximately 86 percent of the dwelling units constructed last 
year were privately financed. The division between privately financed 
and publicly financed residential construction in 1940 and 1939 is esti
mated as follows by type of structure:

-
j

':
!

Percent change1939 1940:
Type of structure

Privately
financed

Privately
financed

Privately
financed TotalTotalTotal

420,000
38.000
82.000

386,000 
25,300 
55,100

+20.0
+81.0
-11.8

+19.5
+40.0
-17.8

351,000
21,000
93,000

323,000
18,000
67,000

1- family..................... .
2- family....................
Multi-family.............

Total, all typesi 408,000 ( 5-10,000 ) 466,100 +16.1 +14.3465,000?
v

The availability of FHA-insured home financing has been one of the 
strongest influences behind the large gains in new home construction 
during recent years. The basic contribution of the FHA- plan to 
increased home buying has been through its sharp reduction in the 
monthly cost of purchasing a home, a reduction which has brought 
home ownership within the financial means of hundreds of thousands 
of American families previously restricted to rental dwellings because 
of the high cost of acquiring a home of their own. The smaller 
monthly cost of purchasing a home under the FHA plan is the direct 
result of the low maximum interest rate and the long-term amortiza
tion features of the FHA-insured mortgage, as contrasted with the 
short-term first, second, and third mortgages characteristic of resi
dential financing prior to the advent of the FHA program. The z 
consequent stimulus to home buying has applied not only to homes 
purchased under the FHA program but also to the entire field of home 
ownership because of the widespread popularization of this modern 
method of home financing.

The experience of recent years has shown not only a sharp year-to- 
year increase in the number of homes purchased under the FHA 
plan but also a steady year-to-year increase in the proportion of all 

homes financed by FHA-insured loans. In 1940, approximately 
42 percent of all privately financed new single-family homes were 
financed by FHA-insured loans. In 1937, the proportion financed 
under the FHA plan was 24 percent. The increase in this proportion 
during the intervening period affords tangible demonstration of the 
broadening importance of the FHA program in the entire field of 
new home construction in the United States.

It also reflects the stimulus resulting from the February 1938 
amendments to the National Housing Act which authorized the 

of mortgages with a maximum term of 25 years and cover
ing as much as 90 percent of the appraised valuation of new small
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homes built under FHA inspection for owner occupancy, provided \ 
the principal amount of the mortgage was not in excess of $5,400. }
For this class of home, the effect of the amendments was to lower , 
substantially the monthly payments required to pay interest and 
principal, and to reduce by as much as one-half the down payment i 
required to purchase a new home valued at $6,000 or less.

In many important industrial centers, well over 50 percent of the 
new home construction is now financed through the FHA plan.
In addition, a further substantial volume of new home construction 
is a direct outgrowth of the FHA program, although ultimately 
financed without FHA mortgage insurance.

Since 1937, the annual volume of new homes financed under the 1 
FHA program has more than tripled. In 1937, a total of 53,552 f 
new small homes were financed by FHA-insured loans. In 1938, j 
the total increased to 103,490; in 1939 to 134,514, and in 1940 to \ 
171,440.

The expansion in home building under the FHA program gained ! 
further momentum during the last 6 months of 1940 and thereby I 
contributed importantly to the added supply of housing facilities 
needed in the vicinity of vital defense industries where industrial 
employment is increasing sharply as the result of the national defense J 
program. In a number of important industrial areas, new home 
construction under FHA inspection showed increases ranging from 
27 to 178 percent over the last 6 months of 1939. A more complete 
discussion of the Administration’s cooperation with the defense 
housing program will be found in Part II of this report.

The maximum interest rate permitted on mortgages eligible for 
insurance under Section 203 remained throughout 1940 at 4K per
cent per annum on the outstanding balance, the lowest rate that has 
ever been generally available to home purchasers in this country on 
long-term high-percentage mortgages. In 1940, as in 1939, a number 
of lending institutions operating under the FHA program estab
lished interest rates of only 4X percent on FHA-insured mortgages.
The premium for FHA mortgage insurance was continued at one- 
half of 1 percent of the average annual balance of the mortgage so 
that the maximum charge to the borrower for interest and mortgage 
insurance was 5 percent.

An uninterrupted flow of private capital into the residential mort
gage market through the FHA plan was assured for the coming year 
by President Roosevelt’s approval on November 8, 1940, of an 
increase of $1,000,000,000 in the maximum outstanding principal 
amount of residential mortgages which may be covered by FHA 
insurance at any one time. The June 1939 amendments to the 
National Housing Act gave the President authority to increase the 
maximum insurance authorization to $4,000,000,000 from $3,000,- 
000,000. By the autumn of 1940, the previous $3,000,000,000

17FEDERAL HOUSING ADMINISTRATION
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authorization was being approached in outstanding premium-paying 
mortgages, insurance commitments outstanding, and business in 
process.

One of the long-term objectives of the FHA program and one of 
the important results of the reduced monthly payments necessary for 
home purchases under the FHA insured-mortgage plan has been to 
encourage production of new homes for families in income classifica
tions which were not considered as feasible markets for new homes 
under the previous s}7stems of home financing. With the cooperation 
of the building industry, steady progress has been made in this direc
tion since the start of the FHA program.

In 1940, 56.8 percent of the new single-family homes financed by 
mortgages insured under Section 203 were purchased by families with 
annual incomes of less than $2,500, as compared with 52.3 percent in 
1939 and 43.7 percent in 1937, and 28.5 percent were purchased by 
families with incomes of less than $2,000, as compared with 24.7 per
cent in 1939 and 19.8 percent in 1937. The median family income 
of these purchasers was $2,381 in 1940, as compared with $2,457 in 
1939, $2,603 in 1938, $2,716 in 1937, and $2,814 in 1936. As an im
portant corollary to this trend, the median FHA valuation of new 
single-family homes on which mortgages were accepted for FHA 
insurance declined to $5,059, including land, in 1940 from $5,245 in 
1939, $5,334 in 1938, $5,524 in 1937, and $5,625 in 1936.

The further declines during 1940 in both median income of new- 
home buyers and median valuation of new homes, it should be em
phasized, occurred during a year when most family incomes were 
increasing in line with the expansion in national income and when the 
direction of most prices was upward rather than downward. The 
persistence of this trend under these conditions thus indicates the 
underlying strength of the movement toward larger production of 

homes for modest income families which has been facilitated by
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the FHA program.

The expansion in new-home construction under the FHA program, 
both in absolute volume and in the proportion suitable for purchase 

i by families of modest income, has not been accompanied by any 
, deterioration in quality, from the standpoint of either physical or 

financial soundness. The Administration’s standards as to soundness 
I of construction and design and its minimum requirements as to 

neighborhood location and subdivision planning have continued to 
safeguard effectively against shoddy building, poor design, or 
crowded, badly planned neighborhoods. The Administration also has 
continued to devote careful attention to its valuation procedures in 
order to prevent any artificial inflation in the physical values securing 
FHA-insured mortgages. Similarly, the Administration’s careful con- 

| sideration of the earning capacity and financial responsibility of boi- 
has served the dual function of safeguarding the insured-mort-
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gage system from excessive defaults and of protecting home buy 
from undertaking loan obligations beyond their means to repay. The j 
most tangible evidence of the successful application of these policies j 
is the continued low foreclosure rate on home properties financed by 
FHA insured mortgages.

These benefits of the FHA insured-mortgage program are, of course, 
available to purchasers of existing dwellings as well as to buyers of 
new homes. The effect of the Administration’s home-mortgage oper- ; 
ations is thus to contribute to the stability of the entire home-mortgage TN THE sphere of administrative policy, the Federal Housing Ad- 
field in addition to stimulating the construction and purchase of ministration’s activities during 1940 were directed toward the per

fecting of established procedure and the adaptation of procedure to 
new conditions in the residential field. There were no major changes 
in the basic character of the Administration’s operations.

Important developments during the year in the principal adminis
trative phases of the FHA program are discussed in the following 
pages.

ers

Part II
I
i ADMINISTRATION AND 

ORGANIZATION
j
«

•:

sound new homes.

;•
;

;
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RULES AND REGULATIONSt
i

Administrative rules and regulations under both Title I and Title II 
| of the National Housing Act have remained substantially the same as 

described in the Sixth Annual Report.
Changes effected during 1940 were confined to the following:
1. On October 21, regulations under Title I and under Section 203 

amended to conform with the provisions of the Soldiers’ and
| Sailors’ Relief Act of 1940. The effect of these amendments, in brief,
I is to permit lending institutions to exclude a borrower’s period of mil

itary service from consideration in computing the time within which 
such institutions are required by the Administrator to file claims on 
defaulted Title I obligations or to commence foreclosure proceedings or 
otherwise acquire properties securing defaulted home mortgages 
insured under Section 203.

2. Effective March 15, FHA regulations governing Title I, class 3, 
loans (loans of not more than $2,500 on new small homes) were 
amended so as to bring their default and insurance provisions into 
closer conformity to the similar provisions in Section 203 regulations 
involving owner-occupied small homes.

3. Rules and regulations under Section 207 were revised in order to 
permit better adaptation of rental housing mortgage insurance to the 
rehabilitation of existing rental housing located in blighted neighbor
hoods. These revised rules and regulations were made applicable to all 
cases submitted after March 1, 1940.

UNDERWRITING AND INSURANCE PROCEDURES

The Administration’s underwriting procedures were further refined 
j during the year and adapted to the increasing volume of operations. 
I The result has been to accelerate the processing of applications for

;
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mortgage insurance while at the same time maintaining the same or \ limits. Periodic reports and spot checks enable the Administration to 
higher degree of thorough analysis and effecting economies in operation. undertake corrective steps before defaults reach an unsatisfactory

Special attention was devoted to requirements for properties in level. Furthermore, many financial institutions, on the basis of their
those areas where important defense industries are most active, with ■' own direct experience with Title I insured notes, have made successful 
a view to encouraging the maximum participation of private capital efforts on their own initiative to improve further the credit record of
in this vital phase of housing commensurate with continued protection Title I loans, 
of the Mutual Mortgage Insurance Fund. This subject is contin-

20 21
■

STATE LEGISLATIONIuing to receive careful consideration.
The processing of mortgage-insurance applications involving rental 

housing projects under Section 207 was placed in the hands of the 
underwriting staffs in the various field insuring and underwriting 
offices, in conformity with the practice followed on proposed transac
tions under Section 203.

In view of the small volume of farm mortgages submitted for insur
ance under the 1938 amendments to the National Housing Act, the

Approximately 20 laws affecting the Federal Housing Administra
tion were passed in 1940 in Alabama, California, New York, Rhode 
Island, Virginia, and the District of Columbia. As in past years, 
the Administration’s Legal Division assisted in an advisory capacity 
in the preparation of these laws, which fell into four classifications:

1. Mortgage moratoria laws were extended, with exemptions as to 
FHA-insurod loans.

2. Insurance companies were authorized to invest their funds in 
FHA-insurod mortgages without the usual restrictions pertaining to 
the ratio of the loan to the value of property.

3. The power of banking institutions to make loans on real estate 
secured by FLIA-insured mortgages was broadened, particularly with 
reference to loans under Title I, and also with respect to the removal 
of limitations on the ratio of mortgage loan to value of property.

4. Authority was granted for the investment of trust funds and pub
lic funds in FIIA-insured loans.

!
staff specializing in this phase of underwriting was reduced. As was j 
pointed out in the Sixth Annual Report, the provisions of the National j 
Housing Act in regard to insurance of farm mortgages appear to 
duplicate in many respects the existing credit facilities available 
through other Government agencies, with the result that the Adminis
tration’s operations in this field have not reached proportions signifi
cant to the farm-mortgage structure as a whole.

Farm valuation sections, as such, were eliminated during the year. 1 
Qualified staff men were absorbed by the insuring offices and their 
services made available for both farm and nonfarm assignments.

i

i
i

i

j;
i
i HOME CONSTRUCTION STANDARDS

These changes have resulted in economies in organization, while 
retaining a qualified staff for processing such farm cases as arc sub
mitted.

During 1940, the Administration continued its activities directed at 
achieving satisfactory physical standards in residential properties 
financed by FITA-insured mortgages. The dual objectives of these

;

iUnder Title I, the amendment of regulations governing class 3 
loans was supplemented by revision of FIIA underwriting procedure activities arc, first, to protect the Administration’s insurance funds 
so as to assure a thorough analysis of the property seeming this type • from the losses which would result from excessive depreciation in the

The small home properties seeming class 3 loans are now sub- ■ value of properties securing FHA-insured mortgages, and second, to
Section 203 projects, except that bor- j encourage improvement in housing standards. These objectives are

rower qualifications are passed upon solely by the lending institution j in conformity with the provisions of the National Housing Act which
submitting the application. In accordance with this same change, j direct the Administration to “encourage improvement in housing
class 3 properties now receive FHA compliance inspections in the •; standards and conditions” and to insure mortgages only on such
course of construction and upon completion. j projects as are “economically sound”.

In connection with Title I insurance activities as a whole, consider- ; Progress was made during the year in simplifying and improving 
able progress was made during 1940 in reducing the ratio of defaults j the minimum property and construction standards for all types of
of individual lending institutions. This has been effected by coopera- j residential properties eligible for mortgage insurance. Primary
tive joint efforts of the lenders and of the Administration in the light j emphasis, however, was placed on the problems peculiar to small
of the extensive experience with this type of loan under the FHA | houses in the lower-price classifications. Recognition of the simpli-
program. j fied structural problems of one-story, single-family houses made pos-

Certain standards of credit performance are now applied to all quali- j sible the reduction of many requirements for this type of structure
fied lending institutions operating under the Title I program and j without increasing the mortgage risk or endangering safe and healthful
effective procedures have been developed to keep defaults within i conditions.

I
i

of loan.
jected to the same scrutiny as
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The Administration’s Technical Division also maintained its 
program of investigations and research regarding new building ma
terials, new or unusual methods of construction, and new types of 
mechanical equipment. Many of these activities were carried out in 
cooperation with other Government agencies, professional societies, 
and interested industrial groups.

Special surveys and research were conducted on foundation prob
lems, paint application methods, stress grading of lumber, light and 
ventilation standards, the effect of required standards on dwelling 
construction costs, effective requirements for private systems of safe 
water supply and sewage disposal, and fire-resistance classifications 
applicable particularly to rental housing properties. Improved stand
ards of design and installation of heating equipment were sought 
through cooperation with manufacturers, heating industry groups, and 
other agencies. A testing and rating code for cast-iron boilers and a 
commercial standard for mechanical-draft oil burners were developed 
with the cooperation of the Technical Division.

The Technical Division also cooperated with other agencies in a 
comprehensive chimney performance research program and in the 
development of a manual for simplified and economical plumbing 
installations.

Studies having shown the need for revisions of many local building 
codes to permit more economical construction of small houses without 
impairing structural safety or public health conditions, the Adminis
tration has made recommendations for and assisted building code 
authorities in the revision of existing codes or the development of new 
ordinances.

The Administration has also continued its educational activities in 
the interests of fostering the further development of well-designed 
and economically constructed houses.

NEIGHBORHOOD PLANNING

Accompanying the gains in home-construction standards under the 
FHA program last year, marked progress was apparent in the 
Administration’s efforts to encourage the proper planning and de
velopment of residential neighborhoods. These activities are predi
cated on the proven experience that protected planned neighbor
hoods afford greater satisfaction to home owners and better security 
for insured mortgages.

The steadily increasing reliance of the home building industry 
upon the neighborhood-planning principles fostered by the Adminis
tration since the start of the FHA program was reflected during 
1940 by the fact that in some cities approximately 70 percent of the 
new homes financed under the FHA plan were located in new 
subdivisions planned and developed from the beginning in coopera
tion with the FHA. Under the Administration’s procedure, all

FEDERAL HOUSING ADMINISTRATION
■ ii

new subdivisions containing properties for which insured loans are 
sought are carefully analyzed and requirements established for de
velopment of the tract along lines which, as far as possible, will assure 
the creation of a sound community.

The experience in 1940 indicated that the older undeveloped sub
divisions have to a large extent been modernized and absorbed as 
home sites or abandoned, so that an increasing proportion of new 
homes financed by FIIA-insured loans are being located in new 
subdivisions developed from the start in cooperation with the FHA. 
During 1940, of the 2,680 subdivisions analyzed by the Administra
tion, 1,876 or 70 percent were new, whereas in 1939 new subdivisions 
analyzed represented only 40 percent of the total of 2,615.

More than 98 percent of the subdivisions analyzed in 1940 were 
restricted to single-family detached homes, and more than 36 percent 
were for homes costing less than $4,000. The subdivisions analyzed 
contained 76,230 acres and 248,217 building lots, or an average of 
3.26 lots per gross acre, indicating that the trend toward more generous 
home sites is continuing.

The Administration continued its cooperative activities with city 
and county officials for the improvement of zoning laws. Emphasis 
also was placed on securing better-constructed and better-maintained 
streets in subdivisions, with the result that many communities in 
which no street maintenance had been secured previously are now 
maintaining streets and are requiring proper street construction. 
Altogether 221 conferences with local officials on city planning and 
zoning matters were held by the Administration’s Land Planning 
Division in 1940, and eight general conferences were arranged for 
developers, land owners, realtors, lending institutions, architects, 
engineers, and builders.
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! GENERAL RESEARCH ACTIVITIES

From the outset of its program, the Federal Housing Administration 
has endeavored to make sure that its operations will contribute to the 
sound development of the residential mortgage market and of housing 
conditions generally. In order to strengthen the Administration’s 
research activities in these directions, an assistant administrator was 
appointed under whose direction studies have been instituted to 
analyze present trends in the location of new building and in the 
depopulation of older and more centrally located residential areas.

One principal inquiry seeks to determine how fully the new home 
building in the outskirts of cities rests on a sound economic foundation 
from the point of view of the entire metropolitan community and to 
what extent, if any, it may be due to uneconomic advantages resulting 
from such factors as inequalities in taxes or in the allocation of local 
government expenses.

Another line of inquiry is concerned with the possible redevelop-
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ment on an economic basis of substandard blighted areas within cities. 
Such areas, especially old neighborhoods located near central business 
districts, are being rapidly vacated and as yet there has been little ] 
new construction to take the place of buildings torn down or boarded 
up. The result is that property owners are incurring losses and the 
tax base of the local governments is dwindling, thereby adding to the ? 
tax burden on other private property.

As an indication of the possible utility of these sites for residential £ 
purposes, many of them are situated close to the focal point of prin- 
cipal urban transportation lines and are within easy walking distance 
of central business districts and other employment centers. A number 
of responsible business and civic groups have sought the aid of the 
Administration in finding an answer to this problem which is becoming 
more pressing each year.

In addition, the number of projects undertaken in the Research and i 
Statistics Division has been expanded and new studies begun to meet 
the increasing demand for housing data, especially in connection with j 
the housing problems arising out of the national-defense program.

The division has also undertaken for publication shortly in mono
graph form the compilation and analysis of selected quantitative and 
qualitative data on housing financed under the FHA plan in each of 
the 140 metropolitan districts in the United States and for each of 
the States and Territorial possessions as units. A study on the 
secondary market in FHA-insured mortgages, presenting the legal 
and regulatory aspects of the market and the volume of this market, ?I 
is also in process.

In addition, a detailed statistical study of the mortgage-risk charac
teristics of the foreclosed home properties transferred to the Adminis
tration (or retained by the mortgagee) through June 30, 1940, is now 
under way. Such risk characteristics as value of property, borrower's 
income, and ratio of loan to property value are being examined to 
determine then* effect on foreclosures. There are also in preparation 
over-all foreclosure mortality tables based on FHA experience.

DEFENSE HOUSING

The Federal Housing Administration's program has played a basic 
role in meeting the demand for additional housing facilities that has 
arisen from the sharp expansion in employment in defense industries 1 
stimulated by the enlarged national-defense program.

From the outset of the intensified national-defense effort in the early 
summer of 1940, most of the need for new housing in the vicinity of 
defense industries has been met by private commercial builders oper
ating on private capital. These operations have been facilitated by 
the circumstance that much of the new demand is occurring in estab
lished industrial areas and calls for new construction of a type adapted 
to the permanent needs of the respective communities.

25FEDERAL HOUSING ADMINISTRATION

The prompt expansion in private building operations to meet the 
major requirements of this emergency situation was made possible 
in large degree by the accomplishments of the FHA program during 
the past six years. Because of the small monthly payments required 
under the FHA home-ownership plan, a large proportion of the new 
homes financed by FHA-insured mortgages are within the financial 
reach of many defense-industry workers.

The Administration’s program also has encouraged large-volume 
operations by the building industry in the construction of good quality 
small houses at low cost and has raised the standards of neighborhood 
planning for homes of this type. The insured mortgage system has 
made ample supplies of private funds available for the financing of 
such construction on the most favorable uniform terms in history and, 
through the development of a secondary market for insured mort
gages, has eliminated local credit stringencies as a factor in mortgage 
financing.

Furthermore, property-improvement loan insurance has made avail
able a large volume of private funds for the repair or modernization 
of existing dwellings, another factor influencing the supply of adequate 
housing for defense workers.

The sharp expansion in private building under the FHA program 
since the start of the defense emergency is shown by the fact that 
88,811 new homes being financed by mortgages insured under Section 
203 were started under FHA inspection during the last 6 months of 
1940, an increase of 29.5 percent over the like period of 1939. A 
majority of these new homes are located hi areas where important 
defense industries are active. In addition, construction was started 
on several thousand new homes being financed under Title I.

During the same period, more than 310,000 single-family houses 
and 53,000 dwellings accommodating two or more families each were 
modernized or repaired with loans insured under Title I. This repre
sented a substantial increase over the corresponding months of 1939.

This expansion in private building in strategic industrial areas has 
been encouraged by the general policy of concentrating direct govern
mental construction of housing under the defense program in localities 
presenting excessive risks or other conditions under which private 
operations could not reasonably meet the entire need. The Govern
ment-built projects have consisted entirely of rental units.

The Administration also has worked closely on defense housing 
matters with other interested Government agencies, in cooperation 
with the Coordinator of Defense Housing. In connection with these 
activities, the Administration has furnished the Coordinator with a 
large volume of factual reports on the present and prospective needs 
for housing in local areas and on the volume of building projected by- 
private enterprise. Such day-to-day service has been possible pri
marily because of the close contact of the FHA field organization with the
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:26 ADMINISTRATION AND ORGANIZATION i

residential real-estate market in communities tliroughout the country. ] 
Also, the Administration has had the benefit of its sj^stematic collec- } 
tion of pertinent local statistics and of its experience in interpreting 
them to appraise local situations.

In many cases local requests for publicly financed defense housing \ 
projects have been withdrawn or substantially modified in regard to 
size, rental range, and accommodations to be provided, as a result of j 
information made available on

Part III
PROPERTY IMPROVEMENT 

INSURANCE UNDER TITLE I

i

iprograms undertaken by private
builders, with financing arranged under the FHA program. HPHE FHA program providing credit insurance for qualified lending

lothei phase of the defense housing program directly affecting the J- institutions financing property improvement and modernization
Administration was the establishment within the Federal Loan Agency j; loans under Title I was developed in accordance with the provisions of 
o tie Defense Homes Corporation, with capital of $10,000,000 in j the original Act of 1934 and the subsequent amendments of May 1935,
federal funds to provide equity financing for new housing in defense April 1936, February 1938, and June 1939. Each of these enact-
industry areas when private capital is not available. Mortgages on |i ments by Congress has had as its major objectives the improvement 
such projects will be insured by the Administration under Sections 
203 and 207 of the National Housing Act.

I

!
of housing standards and conditions and the stimulation of produc
tion and employment in the building and allied trades.

During 1940, the improvement loans eligible for insurance under 
the provisions of the June 1939 amendment included three general 

In addition to its headquarters in Washington, the Federal Housing P types: class 1 loans, the proceeds of which financed alterations and
Administration on December 31, 1940, maintained offices in 103 cities, fl improvements to residential and miscellaneous existing completed

properties, or loans for the restoration of properties damaged by flood 
or other catastrophe and formerly insurable under the expired section 
six; class 2 loans, the proceeds of which financed new non-residential 
structures; and class 8 loans, the proceeds of which financed new small 
home properties used wholly or in part for residential purposes. 
Authorization for the insurance of property improvement loans under 
Title I as amended June 3, 1939, expires July 1, 1941.

All applications for class 1 and class 2 loans are filed with a qualified 
financial institution by the owner in fee simple or by the holder of a 
lease upon the property to be improved, provided that the lease 
•expires not less than six months after the termination of the proposed

v\
■

ORGANIZATION AND PERSONNEL

located in each State and in the 3 Territories. On December 31,
1939, offices were maintained in 102 cities, in addition to Washington.

The number of regular employes of the Administration during 1940 
was 4,514, compared with 4,494 in 1939, an increase of 20. Of these, 
1,565 were on the staff of the Washington office, compared with 1,536 
in 1939, and 2,949 were employed in the field offices, compared with 
2,958 in 1939.

A system for reporting of employe performance, designed primarily 
to bring about more effective operations and better employe morale, } 
was installed during the year. Programs for in-service employe J 
training also were pursued and close contact was maintained with the

:

l

ii
i

Civil Service Commission. Classification of positions, based upon : note.
duties and responsibilities, was kept on a current basis in accordance i The lending institution may approve or reject the applicant as 
with the standards prescribed by the Civil Service Commission and j reasonable credit risk. After determination that the applicant is in
salaries were applied on the basis of classifications. As in prior j 1 a position to meet satisfactorily the monthly payments and assurance
years, thorough investigation was made of proposed appointees and j that the proposed use of the proceeds of the loan is for an eligible
examinations were required for original appointments and promo- ] purpose, the lending institution may advance the funds to the bor-
tions to many positions requiring technical qualifications. j rower. The FHA places the responsibility for conformity to the

Title I regulations, established by the Administrator, entirely on the 
lending institution.

A borrower desiring a loan for a class 3, new small home also files 
his application directly with the lending institution. However, after 
the approval of the borrower’s credit rating, the application is sub- 

! mitted to the local field insuring office of the FHA for an analysis of 
the plans, specifications, and location of the property. If the loan 
is approved, the FHA, in accordance with the Administrator’s regula-

i
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CHART 2-VOLUME OF PROPERTY IMPROVEMENT LOANS INSURED BY
MONTHS, 1934-1940

29FEDERAL HOUSING ADMINISTRATION

1940. The 662,948 loans for $276,541,365 reported for insurance 
during 1940, the largest volume recorded for any one year, represent 
an increase of 19 percent over the amount insured during 1939 despite 
the fact that lending institutions were required to pay an insurance 
premium on all Title I loans insured during 1940, whereas during the 
preceding year only those loans reported for insurance under the pro
visions of the June 1939 amendment, carried this fee.

From the initial authorization for the insurance of new small home 
loans under Title I by the February 1938 amendment (retained under 
the June 3,1939 amendment) to December 31, 1940, a total of 25,735 
for $63,507,387 was reported for insurance. Of this volume 9,107 new 
small home loans for an amount of $25,593,238 were insured during 
the calendar year 1940. This volume represented a slight decline 
compared to the number but an increase compared to the amount of 
loans insured during 1939.

Chart 2 shows the monthly trend in Title I insurance written 
under each reserve from 1934 through 1940. Included in Table 4 are 
the yearly totals from 1934 through 1938, and the monthly volume

Table 4.—Trend of properly improvement loans insured: Volume of class 1 and 
2 loans and of class 3 new small home loans, 1934-1940
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tions, makes three inspections of the house during the course of con
struction to determine compliance with the approved drawings and f. 
specifications before the final acceptance of the loan is granted. ; 
Thus, ample provisions are made to protect the interests of the bor
rower, the lending institution, and the FPIA.

Property improvement loans insured by FHA under Title I from 
the beginning of operations in 1934 through 1940 have financed the 
improvement and repair- of more than 3,000,000 properties. A sub
stantial number of these loans would not have been available to bor
rowers without the guarantee to qualified lending institutions against 
losses provided by the contract of insurance under. Title I.

The maximum Title I loan insurable under the provisions of the \i 
June 1939 amendment is $2,500. Borrowers are permitted three 1 
years in which to repay class 1 loans and class 2 nonagricultural loans, 
covering improvements to existing structures and new nonresidential ! 
construction. Class 2 agricultural loans, covering new nonresidential 
construction, may have a term not in excess of 15 years when secured 
by a first mortgage or other first lien. The insurance premium j 
payable by the lending institution amounts to three-fourths of 1 
percent per annum on the original net proceeds of the loan. It is 
noteworthy that the cost of Title I loans to the borrowers is not 
increased by the insurance fee beyond the maximum discount estab- j 
lished by the Administrator. Regulations concerning class 3, new 
small home loans are discussed on page 42 in the section entitled 
“New Small Home Construction Financed Under Title I.”

111 Milli I: I II I

1934 1935 19371936 1938 1939.
.

Now small homo 
construction loans 
insured, class 3

Property improvement 
loans insured, class 1 
and 2

► Total

Year and month.
:: Number AmountNumber AmountNumber Amount

$30,450,583 
223,620,146 

...246,149,913 
60,382,598 

172,747,308

72,658 
635,747 
.017,697. 
124,758 
382,325

$30,450,583 
223,620,140 

...240, 149,913. 
00,382, 598 

160,180,943

72,658 
035,747 

..617,697. 
' 124,758 

370,480

1934

J! 1935
1936
1937

$12, 566,3655,8451038

1039:
j 15,737,179 

11,613,457 
....16,476,562 

17,332,437 
21,612,888 

....23,436,535 
26,437, 674 
17,849,921 

....14,890,080 
21,819, 504 
24, 520,936 

....49,911..........21,340,116

j 513,091 | 233,067,349

1,790, 600 
1,760, 593 

.2,093,870. 
2,420,589 
2,70S, 999 

.2,597, 776. 
2,893,400 
1,802, 102

........ 567. ..1,378,537.
1,530,074 
1, 429, 398 

.......... 945. ..2,881,846.

33,512 
22,609 

....33, 230 
36,048 
45,681 

....49, 507 
53, 252 
34, 467 

—.35,800 
54,867 
64, 138

13,946,579
9, 852, S04 

....14,382,692.
14,911,848 
18,843,889 

....20,838, 759. 
23, 544, 274
10, 0-17,819 

....13,511,543
20, 289, 490 
23,091, 538 

....18,458,270.

798January
February
March......................
April
May
Juno..........................
July
August
September..............
October 
November 
December...............

.I!
44; 452

..as?-
33,095

.......ass.

756i ..........010.
1,013

‘■S

• t

590
537

:
207,719,565 | 10,783 25,347,784502,308. Total

i
1940: 20,491,229 

18,251,675 
—.10,731,300 

15,903,954 
19,467,648 

—.21,908,6S4 
21,538,949 
23,724, 497 

....36,4S5,948 
31,203,328 
30,358,699 

....26,475,454

44,898 
43,070 

....25,016. 
33, 386 
44,753 

....51,923. 
48,889 
55, 712 

—88,545. 
78, 135 
76,352 

....72.269.

2,759,763 
2,528, 357 

..1,089, 577 
1,75S, 887 
1,862, 118 

..1,594, 613. 
2,391, 201 
2,228, 256 

..2,690,033. 
2, 173, 598 
2,403,176 

..2,113, 569.

87344,025 
42, 272

........ 24, 670.
32,835 
44, 173

........ 51,137.
48, 102 
64,922

........ 87, 590.
77, 348 
75, 498 

........ 71, 269

17,731,466 
15,723,318

........ 9,641,723.
14,145,067 
17, 605, 530 

....20,314,071. 
19, 147,658 
21, 496, 241 

....33, 795,915 
29, 029,730 
27,955,523 

....24,361,8S5.

January
February
March______
April
May
Juno.............. .
July
August
September...
October
November
December...

798
.......... 346.

551
■ 580: .......... 786.

7S7
790

...........955.
787VOLUME AND DISTRIBUTION OF TITLE I OPERATIONS

The FHA had insured 3,009,224 property-improvement and 
modernization loans under Title I for an amount of $1,242,959,262 
from the beginning of operations in June 1934 through December j

: 85-1i ....1,000.

276,541,365662,948653, 841 250,948,127 9, 107 25,593, 238Total

Cumulative 1,242,959,2623,009,2242,983,489 63, 507,387; 1,179,451,875 25,735
i
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>for 1939 and 1940, for class 1 and class 2 improvement loans, with 1 
class 3 new small home loans shown separately.

State Distribution of Loans Insured
51Loans were insured under Title I during 1940 to improve properties ; 

located in each of the 48 States, the District of Columbia, Alaska, and j 
Hawaii. Moreover, the loans insured during the year involved prop
erties located in all but 46 of the 3,100 comities in the United States.

The volume of loans financing improvements to properties exceeded 
$10,000,000 in each of eight states, and in six of these—New York,

Table 5.—State distribution of property improvement loans: Volume of class 1 
2 loans and of class S new small-home loans insured by FHA, 1940

FEDERAL HOUSING ADMINISTRATION 31

California, Illinois, Pennsylvania, Michigan, and New Jersey—more 
than $15,000,000 of loans were reported for insurance under Title I 
during the year.

New York continued to account for the largest volume of property 
improvement loans insured, reporting nearly $40,000,000 or 14.3 
percent, of the national total for 1940, a slight decrease from 15.0 
percent recorded in 1939 and 17.9 percent in 1938. California ranked 
second, reporting 10.4 percent for 1940, followed by Illinois with 6.8 
percent, Pennsylvania 6.5 percent, and Michigan 6.4 percent.

New small homes financed under Title I have been constructed 
with FHA insured funds in each of the 48 States and in Alaska. The 
9,107 homes securing mortgages totaling $25,593,238 accounted for
9.3 percent of the total amount of property improvement loans 
insured during 1940. This compares with 10.9 percent in 1939 and
7.3 percent in 1938.

Seven States each reported for insurance more than $1,000,000 of 
class 3 loans during 1940. The combined total for these States of 
approximately $18,500,000 represented nearly three-fourths of the 
new small homes financed under Title I during the year. California 
alone accounted for $10,423,134, or 40.7 percent, of the national 
volume of class 3 loans. Furthermore, one of every three dollars 
insured under Title I during the year for the improvement of Cali
fornia properties financed new small home construction.

A distribution of the property improvement loans insured during 
1940 by State of property location appears in Table 5.

Financial Institution Activity

The number of institutions which are financing property-improve
ment loans under the current provisions of Title I had reached 3,045 
by December 31, 1940, an increase during the year of 557 from the 
2,488 participating in the last half of 1939 under the new reserve 
established by the amendments of June 3 that year. These addi
tional institutions, principally national and state banks, provided 
new sources of funds for many borrowers whose areas were not for
merly serviced. While these represent fewer institutions than were 
active under the previous amendments, as indicated in Table 6, it is 
interesting to note that a number of large institutions have increased 
their branch-office business and that finance companies which handle- 
their business through local dealers, accounted for a much larger pro
portion of the total notes insured than in previous years.

National banks and state banks and trust companies financed 52.6 
percent of the loans insured under the June 1939 amendment, report
ing, respectively, 25.1 percent and 27.5 percent of the total. Whereas 
the volume of loans attributable to national banks has declined from 
the 42.1 percent maintained under the February 1938 amendment, 
State banks have shown a relative increase under the present amend-

\.
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‘(Property improvement 
loans insured, class 1 

and 2
New small-home 

construction loans 
insured, class 3

Percent- 
ace dis

tribution 
of total 
amount 
of loans 
insured

Total i
iiLocation of prorerty

?!Number Amount Number Amount Number Amount

*}Alabama 8,677
Arizona 3,134
Arkansas.................................... 5,180
California 49,52S
Colorado 4,410
Connecticut........ .................... 10,014.
Delaware 1,249
District of Columbia 3,182
Florida............................. ...16,70S.
Georgia 11,800
Idaho 4.538
Illinois....................................... 49,05S.
Indiana 22,609
Iowa 9,811
Kansas................... .................... 6,550.
Kentucky 7,617
Louisiana 5,984
Maine........... .............................. 2,379.
Maryland 10,939
Massachusetts 20,465
Michigan.................................. 47,607.
Minnesota 15,580
Mississippi 6,029
Missouri.................................... 19,614.
Montana 3,066
Nebraska 4,817
Nevada.....................................  1,039.
New Hampshire 1.844
New Jersey 29,002
New Mexico...............................1,579.
New York 70,452
North Carolina 7,454
North Dakota........................... 1,458.
Ohio 33,377
Oklahoma 8,891
Oregon............ ........... 7,057.
Pennsylvania 41,950
Rhode Island 3,980
South Carolina........................3,995.

.South Dakota 1,471
Tennessee 13,339
Texas.........................   28,693
Utah 5,422
Vermont 1,114
Virginia........................................7,456.
Washington 15,258
West Virginia 3,843
Wisconsin.................. .............. 13,400.
Wyoming 
Alaska 
Hawaii_____

$2,873,040 
1,483.317 

...1.732,307. 
18,386,077 
1,559,419 

...4,112, 947. 
608,324 

1,384,876 
...0,875,913. 

3,860,952 
1,797,836 

..17,435,902. 
7,213,014 
3,115,901 

...1,953,457. 
2,504,687 
1,991,692

........ 922,396.
4,241,167 
8,140,430 

..10,629,731. 
5,445,846 
2,333,056 

...5.750,461. 
1,438,037 
1,631.619

........540, 478.
727,565

13,703,838
____660,318.
37, 553,621 
2,455,405 

....582,323. . 
11,359,472 
2, 952,076 

..2,673,664. . 
17, 292, 656 
1,749,040 

..1,385.353 . 
569,881 

4,302,054 
[...9,623,774. .
1 1, 730,403

470, 210
...3,307,845. .. 

5,072,882 
1,073, 536 

...4,788,526. .. 
430,035 
27,924

..........32,407. ..

$15,148 
63, C30

........ 50,481.
10, 423.134 

408, 025
........ 5-1,024.

12. 500

9 8, 680 
3, 162

. 5,211.
52,916 
4,572 

...10,036.

-II
.. 4 a
II....6,631.
7.670
6,089

--.-2,381.

$2,888,188 
1,546. 947 

-.1,782.788. 
28,809.211 

1,968,044 
-.4,166,071. 

620,824 
1,384.876 

...7,190.880. 
3,923.131 
1,822,713 

-.18, 702,153. 
7. 597,775 
3.184.800 

...2,153, 629. 
2,610,765 
2,155,669 

-..-•.925,436. 
11,361 | 5,300,113
20, 558 8, 368,149

...48,010. ..17,755,551. 
15,041 5,018,552
6,004 2,400,347

— 10,702. ...5,950,575.
3,075 1,4CO, 703
4,818 1,035.879

-----1,059.------- 601,395
1,840 733,961

29.458 15,000,284
—1.587............ 680,318.

71.230 39,561,900
7,500 2,557,872
1,461............ 5S9.823.

33,555 11,987, 151
8,954 3,093,415

....7,160. ...2,817,234. . 
42,188 17,998,063
3,982 1,751,616

....4,021. ...1,444,153. . 
1.472 573,202

13,351 4,325,143
...29.103. ..10,604,394. .

1,78S, 633 
477, 816 

-. 7,971. ...4,679,172. . 
15, 563 5, 932,993
3,846 1,678,840

...13,522. ...5,220,422. .
404,909 
30. 849 

.32,467. .

1.028 .6............31
3,388 

162
.......... 22.

..........7
10.4

.7
■

.. 1.55 .2
.5 It-122-1-'-302;i79 

24.877.. ss-i^ss-
............ 81.......... 200’, 172.

02 106,078
105 163.977

........ ..2_____ 3,040.
422 1,058,946
03 227,719 

..... 403 ..1,125.820.
01 172,706

..... I.....mnj.
SB

..... 201.....

778 2,008,279
46 102.407

7,500

‘S IES 
...9....»

2, 576

...M-|—5S-
23,389

___ 410.1------980. 020.
M 58.230

7,000 
—515 |-.1,371,327. 

305 I 860, 111 
5,304 

—431,806. 
64,874 
2,925

...2. G25 1.412 • 5.7
I.—6.8 .

2. S i24 I. 2
..........8

1.0

:! I
1.9

'j3.0
........... 6.4 :

2.0 - j■ 9
—2. 2

9 .5 ' !1 * !2
2 3 I5.4 j

___ 3
14.3

.9
3 ...2

4.3
1.1 :

—10 ;6.5 ;
2 .6

— 5
1 .2 !12 1.6 '..3.8

5,446 
1.121 i.6

7 •2 i
kl l
.63I 122.

25
-1.9

r935 .2900
22 (’)1 2370. . --70 ;* Total 653,646 251,047,756 100.09,107 25,593, 238 662,753 276,6-10,994 I

for +195UIo^s repl-esenting^SO^OM01^^8^3^ Act’ amondment of APr11193°. and Section 6 catastrophe loans 
1 Less than 0.05 percent. ’ I•;
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CHART 3-DISTRIBUTION OF INSURED PROPERTY IMPROVEMENT LOANS 
BY TYPE OF LENDING INSTITUTION, BY YEARS, 1934-1940
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INSURANCE CLAIMS PAID ON DEFAULTED NOTES

Qualified lending institutions originally were insured against losses 
incurred on loans made up to an aggregate of 20 percent of tire total 
net amount of insured notes held by them, as authorized under the 
original Act of 1934. At the request of the Administrator, the 
amendment of April 1936 reduced the amount of $200,000,000 made 
available for the payment of claims for insurance under the original 
Act to $100,000,000 and the amount for which insurance might be 
claimed from 20 percent to 10 percent of the aggregate amount of 
loans financed under the amendment by each lending institution. 
The amount of insurance was continued at 10 percent of the aggregate 
amount of loans made under the provisions of the amendments of 
February 1938 and of June 1939. The total amount of claims for 
insurance for which the Administrator may be liable under Title I 
was also limited to $100,000,000, plus the amount of insurance pre
miums paid by lending institutions.

Volume of Insurance Claims Paid

The Administrator had paid 122,098 claims for insurance by Decem
ber 31, 1940, acquiring defaulted notes with an outstanding balance 
of $30,511,450 upon the settlement of these claims At that date 
recoveries on these defaulted notes totaled $10,776,128 of which 
$6,493,617 were actual cash collections from the original makers and 
$4,282,511 credits on repossessed properties transferred to the Pro
curement Division of the Treasury Department and other Govern
ment agencies. The $30,511,450 of insurance claims paid minus the 
recoveries of $10,776,128 left an unrecovered balance of $19,735,322 
in claims paid through December 1940.

Insurance claims paid under Title I represent reimbursements to
CHART 4—INSURANCE RESERVES ESTABLISHED AND CLAIMS PAID,

1934-1940
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ment. The 42 finance companies now operating imder the Title I 
program (eight less than were active under the February 1938 amend
ment) have increased their proportionate share of the total volume of 
loans insured imder the June 1939 amendment to 40.4 percent as com
pared with 24.4 percent under the previous amendment.

Chart 3 shows a percentage distribution of the amount of insured 
property-improvement loans by type of lending institution reporting 
the loans, by type of reserve, and by date of amendment from the 
original Act of 1934 through 1940. Lending activity, by type of 
institution, is presented in Table 6.

Table 6.—Activity of lending institutions: Number of active institutions, volume 
of loans insured during 1940, and -percentage of amount of all loans insured by 
FHA under the original and, amended Act, cumulative 1934-1940

AUGUST 1934 
MARCH 1936

MARCH 1938 
JUNE 1939
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All others2.
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Table 7— Yearly volume of insurance claims paid: Amount of claims paid under 
the original and amended Act, and total volume of properly improvement loans • 
insured by FHA, 1934-1940

35FEDERAL HOUSING ADMINISTRATION

Table 8.—State distribution of claims paid: Defaulted notes insured under Title I 
of original and amended Act, and ratio of amount of claims paid to notes insured 
by FHA, cumulative 1984-1940

\
:Amount of insurance claims paid Claims 

paid as 
percent of 
amount 
of notes 
insured

Volume of insurance 
claims paid

Volume of insurance 
claims paid

Claims 
paid as 

percent of 
amount 
of notes 
insured

:Total property im
provement loans 

insured
Total insurance 

claims paid ! Location of 
property

Location of 
property10 percent reserve under 

amendment of—Original 
20 percent 

reserve 
of Juno 

1934

Year
; Number Amount Number Amount

April February Juno
1939

Nuin- Amount Number Amount1936 193S ber New Hampshire 
New Jersey
New Mexico........
New York 
North Carolina 
North Dakota... 
Ohio
Oklahoma
Oregon....... ..........
Pennsylvania 
Rhode Island 
South Carolina. . 
South Dakota 
Tennessee
Texas......................
Utah
Vermont
Virginia.................
Washington 
West Virginia
Wisconsin.............
Wyoming
Alaska
Hawaii...................

1,213 
730 

.1,865. 
13,905 

528 
1,464.

$261,279 
216,375 

....388,579. 
4,153,872 

113,958 
....416,252. 

74,947 
127,260 

....754,793. 
404,993 
134, 282 

..1,062,655. 
697,561 
230, 046 

....178,665. 
301,727 
248,199

........88, 573.
373,889 

1.081,336 
..1,460,100. 

242,107 
250,641 

....815,238. 
37,325 

121, 152 
........ 38, 572.

2.37 427 $115,151 
2,700,202

'*M72;48l‘

-----?3l| 524.

it: 603
“iSg..... 2-37

219,015
....194,491..............3.40

31.839 
315,033

....966,160..............2.46
96.269 
67,889 

....308,894.
841.303 
m 371

—I?: 190-
.......... ! 507.

2.82Alabama
Arizona
Arkansas...............
California
Colorado
Connecticut.........
Delaware 
District of Col.
Florida...................
Georgia
Idaho
Illinois....................
Indiana
Iowa
Kansas...................
Kentucky
Louisiana
Maine....................
Maryland
Massachusetts
M iohigan..............
Minnesota
Mississippi
Missouri................
Montana 
Nebraska 
Nevada..................

■! 2.51 H.483

'"26:412'

iS-~s-

3.50
1.894.971934. $30,450,583 «

223,020,140
240,149,913

.85*8
m M,lit ;

1,242,959,262

72,658 
635,747 
617,697 
124,758 
382,325 
513,091 
662,948

2.902.52$447,448 
5,835, S76 
5.226,0S6 
2,995,022 

755,840 
250,443

1935 $447,448 
5,8S4,885 
0.890,897 
6, 016,306 
4, 728,346 
6, 543, 568

1,288 
25,315 
28,824 
29, 433 
18,566 
18,672

1.50 2.371936 $49,009 
1,664, SI 1 
2,919,84S 
1,355,024 

4S0,314

1.341.991937 1.76196 2.421938 $101,436 
2,613, 676 
4,048,218

2. 75432 1.571939. $3,806 
1,704,593 ....2,767. 

1,804 
602 

4,641. 
3,307 

961
.......... 823.

1,247 
1, 616

1,426 
3,947 
8,272.

980 
1,121 
3,974.

......... 3. 201940. 2.392.61
2.337602.87Total. 15,510,715 6,469,006 6,763,330 1,768,399 122,098 30,511,450 3,009,224 1.55

1 129 1.492.08
L424 

....4,626.
2.011.73

......... 2.37
qualified lending institutions for losses totaling $15,510,715 incurred 
under the 20-percent reserve established by the original act of 1934, 
while payments of $6,469,006, $6,763,330, and $1,768,399 were made 
to settle claims on notes insured under the three 10-percent reserves 
established by the amendments of April 1936, February 1938, and 
the present amendment of June 1939.

The 29,433 insurance claims paid during 1938 represent the largest 
number settled in any one year since the beginning of FITA operations 
in 1934. The amount of insurance claims paid during 1937, however, ' 
exceeds all other yearly payments.

Chart 4 illustrates the volume of reserves established under the 
original and amended Act for property improvement loans insured 
and the insurance claims paid on defaulted notes. Of the total 
amount of reserves established, some $57,000,000 had been released j 
as notes matured or were otherwise paid up in full. Thus the balance 
between the $100,000,000 plus insurance premiums and the amount 
paid out in claims serves as a rotating fund which makes possible the 
insurance of an additional volume of notes. Insurance claims paid 
under each reserve and notes insured by years are shown in Table 7.

Claims by Property Location

The proportion of property improvement and modernization loans 
insured since 1934 on which FHA had been called upon to pay in
surance claims equaled 2.45 percent of the cumulative total reported 
through December 1940. In 19 States the ratio of claims paid to notes 
insured was greater than the national average of 2.45 percent. In 
only one State, however, did the ratio exceed 3.50 percent. The j 
highest claim ratio was reported for Arkansas, where insurance claims 
were paid on 4.97 percent of the amount of loans insured. Claim 
ratios were reported ranging from 2 percent to 3 percent in 25 States, 
and in 17 States, the District of Columbia, Alaska, and in Hawaii \

1.484782.61i 3.242172.51

j 1,122. 
3,8-10 

442 
1,077.

1.742.27291.
2.581.84
1.992. 62

?! 1.572. 23 *
104 1.761.04

13 1.112.91
53.5.3.07

.80145
Total................122,098. .30,511,450. _____2.452.01565

107.: 1.50

A\ claims were paid on less than 2 percent of the property improvement 
and modernization loans insured by December 31, 1940.

A distribution of the volume of insurance claims paid by State of 
property location appears in Table 8. Also shown is the ratio of 
claims paid to notes insured.

i
1
I Claims Paid to Various Types of Institutions
{

As of the year end 1940, all but a small amount of notes insured 
under the original reserve and those insured under the April 1936 
amendment had been repaid by the borrower. At that date insur- 

claims had been paid by FHA to only 2,224 of the 6,289, or

i si

\ ance
approximately one-third of the institutions financing insured loans 
under the original 20-percent reserve, and to 1,314 of the 4,154 institu
tions active under the April 1936 amendment. As of the same date 
insurance claims had been paid to 1,078 of the 3,629 institutions active 
under the February 1938 amendment, and to 465 of the 3,045 institu
tions active under the June 1939 amendment. The average note 
financed by all institutions under all reserves amounted to $413, and 
claims for insurance paid at that date on all defaulted notes averaged

!
*

\
■■

■:

i'

$250 each.
The distribution of the number of institutions to which claims for 

insurance were paid, the total volume of claims paid, and the average 
note insured and claim paid for each type of lending institution 
shown in Table 9.

1
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Table 9.—Type of institution receiving insurance claim payments: Number of 
institutions to which claims for insurance were paid, the average claim paid, and 
average note insured by PH A, cumulative 1934-1940

CHART 5—CLAIMS PAID AS A PERCENT OF NOTES INSURED, BY TYPE OF 
INSTITUTION, 1934-1940I

;
Number of institut ions 

receiving insurance 
claim payments

Volume of insurance 
claims paid on de

faulted notes
IPercentage

distribution Average

I
l10-percent reserve 

Origi- under amendment 
nal 20- 
percent 
reserve 
of Juno 

1934

Typo of institution
of— Notes NoteClaim Claim

paidNumber Amount in- in-paid sured suredFeb
ruary
1938

June
1939

April
1930

!National banks................ .
State banks.........................
Finance companies.............
Industrial banks............... .
Savings and loan associa

tions.................................
Savings banks.....................
All others 1...........................

1,080 637 520 229
513 433 181

$K), 730.569 
6,086,897 

11,074,257 
2,359,9S7

105,801 
123.9S1 
29,955

40,430 
23,114 
45,545 
12,190

35.17 
19.95 
36.29

38.00
20.72
28.03

$265 $436
263 452

355 %
391 *

12S 75 40 21 243
66 45 42 24 7.73 5.23 191
51 22 715 277 .35 .90 3S2 642 ;
21 16 10 3 436 .41 .64 28-1 414
9 0 0 100 .10 .42 300 1,201 v

Total. 2,224 1,314 1,078 465 122,098 30,511,450 100.00 100.00 250 413 k- *TOTAL • 100%PERCENT OF NOTES INSURED

Includes insurance companies, mortgage companies, production credit associations, Federal agencies, and 
credit unions.

i
of the original Act and each of the amendments, with the exception of 
the June 1939 amendment. Under the 10-percent reserve established 
by this amendment 21 finance companies were paid 49.53 percent of 
the total claims paid while 181 State banks received 25.31 percent.

A percentage distribution of the amount of insurance claims paid 
to each type of lending institution and the ratio of claims paid to 
notes insured by type of reserve are shown in Table 10.

CHARACTERISTICS OF NOTES INSURED

A summarization of the tables and charts presented in the following 
pages reveals that the typical borrower in 1940 was granted an FEIA 
loan averaging $420. As in the past, he arranged to terminate his 
loan within three years by a monthly payment of approximately $13. 
With the loan proceeds he financed improvements to his home, includ
ing either a new plumbing and heating system, or exterior and interior 
finishing, roofing repairs and reroofing, or structural additions and 
alterations.

The several types of property and types of improvement financed 
with the proceeds of the more than 650,000 loans insured under 
Title I during 1940 and the yearly trend from 1938 through 1940 
are presented in the following pages. Also shown are distributions 
by size and by duration of the loans insured during 1940 and the 
yearly trend from 1938 through 1940.

Type of Improvement Financed

Repairs to and the installation of heating equipment constituted 
the major item of expenditure for the largest number and amount of 
the property improvement loans insured under Title I during the 
year: 189,259 notes aggregating $66,315,389 or 28.7 percent of the

;
:National banks, which have financed 38.0 percent of the total notes 

insured since the beginning of operations, have received insurance If 
claim payments from FHA on 2.27 percent of the total amount they 
have reported for insurance, as shown in Chart 5 and Table 10. Fi
nance companies, which have reported 28.0 of the notes insured by all 
institutions, have a claim ratio of 3.18 percent; and industrial banks, 1) 
accounting for only 5.2 percent of the total notes insured, have a 
claim ratio of 3.63 percent.

Table 10 indicates that finance companies and national banks were 
paid the highest proportion of insurance claims under the provisions

Table 10.—Insurance claims by type of lending institution: Percentage of amount of 
claims paid and ratio of claims paid to notes insured by FIIA, 1934-1940
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J Percentage distribution of amount 
of insurance claims paid

Amount of claims paid as a percentage of 
notes Insured through December 1940
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All
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1938

Feb
ruary
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April Juno
1939

April June
193919361936

j•'19.39
25.31
49.53

National banks............ .
State banks..................
Finance companies.......
Industrial banks.......... .
Savings and loan asso

ciations........................
Savings banks................
All others 1......................

33.82 
19.18 
30.87

39.46 
20.93 
31.51

38.28 
19.37 
36.09

3.26 2.91 1.95 2.270.37 ;3.13 2.53 .45 1.831.58
!6. 62 5.44 3.183.18 .59

9.44 6.92 5.35 4.91 6.86 3.98 3. 632.15 .56
:.48 .60 .88.33 1.26 1.80 1.01 .27.26

.59 .37 .20 2.12 2.55 1.55. .37 1.23 .20

.20 .06 2.23 5. 29 .58.06 .96 i
1100.00 100.00 4.19 3.37 2.45Total. 100.00 100.00 2.15 .48
:

' Includes insurance companies, mortgage companies, production credit associations, Federal agencies, 
and credit unions. <!
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number and 24.0 percent of the amount. It is to be noted that these 
loans may include amounts for repairs other than the major type 
reported by the lending institution. Of the $66,315,389 reported for 
heating, a part undoubtedly was expended on such other improve
ments as roofing, painting, and plumbing.

Additions and alterations, the second ranking type of improvement 
financed, represented 13.1 percent of the number and 17.6 percent of 
the amount of loans insured during 1940. Exterior painting and 
class 3, new residential construction ranked third and fourth as the 
major type of improvement financed followed by plumbing, roofing 
and miscellaneous repairs.

All improvement loans insured under Title I averaged $420 during 
the past year. The class 3, new small home loans averaged $2,983, 
by far the largest reported for the various types of improvements 
listed in Table 11. This average includes the loan charges and exceeds 
$2,500 since the majority of notes are discount notes. However, the 
net proceeds to the borrower are limited by statute to $2,500. The 
smallest average loan amounted to $238 and financed roofing repairs 
or reroofing. The number and amount of loans insured during 1940 
by type of property and type of improvement financed are shown in 
Table 11.

FEDERAL HOUSING ADMINISTRATION 39i

CHART 6—TYPE OF PROPERTY IMPROVED AND TYPE OF IMPROVEMENT 
FINANCED, AS REPORTED BY LENDING INSTITUTIONS, BY YEARS, 1938-1940

TYPE OF PROPERTY
:

TYPE OF IMPROVEMENT

i ;
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Type of Property Improved

Three of every four Title I loans insured, financed construction or 
improvements to single-family dwellings. Further, the $188,464,031 
of loans on this type of property accounted for over two-thirds of the 
total dollar volume of Title I loans insured during the year. Loans 
to improve nonfarm residential properties represented 88.1 percent of 
the total number insured during 1940, and commercial, farm, and 
miscellaneous properties were improved with the proceeds repre
senting 7.3 percent, 4.2 percent, and 4.0 percent, respectively, of the 
$276,295,824 total for the year. The miscellaneous properties im
proved included private garages, schools, and other institutional 
properties such as hospitals and orphanages.

There have been relatively few changes in the distribution of loans 
by type of improvement since 1938. It is significant that plumbing 
and heating improvements have increased in number dining the 
three-year period from 31.8 percent in 1938 to 37.3 percent of the total
Table 12.—Trend in type of property improved and type of improvement financed:

Percentage distribution of the number of loans insured by FHA, 1988-1940
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Table 11.—Type of property and of improvement financed: Property improvement 
loans insured by FHA, 1940 !i

Typo of property improved !
Major type of 
improvement1 Single

family
dwellings

Multi
family

dwellings

Commer- Farm 
cial and homes and 

industrial buildings
Percent 
of total ;Other Total »

): :
■

J: Number 
8,480 

10,139 
80,008 

113,010 
41,392 
90, 201 
60,904 

189, 259 
57,099

New residential con
struction.....................

New nonres. const.....
Alterations.....................
Exterior painting..........
Interior finish.............
Roofing..........................
Plumbing....... ..............
Heating..........................
Miscellaneous_______

Number Number Nuviber NumberNumber
8,450

02,904 
91, G34 
30,798 
73,070 
41,704 

147,301 
38,732

Number
2 1.322. I 23 10 1,737 

5,905 
1,292 
1,815 
1,522 
1,504 
0,003 
0,129

2,527 
3,922 
4,311
5,464 
3,308 
4,319 
4,880

11,842 
2,377 
1,100

2.4
■10,840 

14,613 
7, 568 
8,428 
9,502 

28,458 
5,328

13.1■I I 17.2; 553 658 6.31 313.71,117
i 826 8.6

:2, 578 
2,030

28.7
8.7 i

!Total.......................
Percent of total___

658,498 
100.0

495,282 84,709 20, 507 29, 340 22, 594 100.0,rj 75.2 12.9 4.0 4.5 3.4 1Average 
amount 

i $2,983
iNew residential con

struction.....................
New nonres. const___
Additions and altera

tions............................
Exterior painting..........
Interior finish................
Roofing..........................
Plumbing.......................
Heating..........................
Miscellaneous................

Amount
$25,230,411

11,029

29,383,928 
36,694,050 
10. 564,183 
1C, 645, 275 
13,339,730 
45,717,808 
10,871,611

Amount
$51,808 ________

12,952 $2,107,940
0,841,149 

905,891 
1.6-11,339 

074,391 
1,014,733 
4,090,971 
2,935,290

Amount Amount 
$3,713 

1,342,066
2,000,559 
1,938,237 

218, 728 
1, 435,702 
1,287,279 
1,401,072 
1, 891,085

Amount Amount 
$25,291,932 

8,008,600
48,602,951 
47, 575,269 
17,095,192 
21,454, 454 
22,194,497 
60,315,389 
19,757,540

Percent of number 
of loans insured

Percent of number 
of loans insured

:i $4,474,013
1,048,201 

056, 528 
478,033 
396,580 
497,543 

1,554,081 
1,185,353

496 Major type of improvement1Type of property'
8,669,114 
7,380,554 
4,192,909 
2,302,440 
6,055, 212 

13,491,457 
2,874,195

!505 19391938 19401938 1939 1940421
413

1.3238 New residential construction— 
New nonresidential construction.
Additions and alterations...........
Exterior painting.................. ......
Interior finish...............................
Roofing.
Plumbin 
Heating.
Miscellaneous 

Total...

2.11.6Single family dwellings.
Mtutifamily dwellings----------
Commercial and industrial----
Farm homes and buildings— 
Other........................................

73.4 75.272.7390 2.0 2.41.816.0 14.5 12.9
350 14.315.23.73.7 4.05346 18.418.34.0 4.8 4.5

6.36.06.63.6 3.6 3.4
45,030,647 20,271,713 11,638,501 
...........531.............. 705.............. 397.

10,890,932 
_____ 482.

420 13.7Total........................
Average amount...

188,464,031 
............ 381.

276,295,824 
............ 420-

16.9 15.71 Total. 100.0 100.0 100.0 8.08.37.1g 2S.724.724.7
8.78.57.8Type of improvement to which major portion of the loan proceeds was devoted.

J Excludes adjustments under the original Act, amendments of April 1936 and February 1938, and Section 
six catastrophe loans for 4,450 loans representing $245,511.

* Includes finance charges and any fees permitted by the regulations of the Administrator.

i
100.0 100.0100.0

;
1 Typo of improvement to which major portion of the loan proceeds was devotod.II

I
:
{



7 :
i;. !

! 40 PROPERTY IMPROVEMENT INSURANCE

insured in 1040, while loans financing roofing repairs and additions 
and alterations have declined during this three-year period.

Chart 6 and Table 12 indicate the trend in the type of property 
improved and the type of improvement financed, by years, since the 
revival of Title I insuring operations under the February 1938 amend
ments. The chart reveals a yearly increase in the proportion of the 
number of loans financed to improve single-family dwellings and a 
corresponding decrease in the multifamily dwellings improved. This 
may be due in part to the reduction in the maximum insured loan au
thorized from $10,000 under the February 1938 amendment to $2,500 
under the amendment of June 3, 1939.

Size of Insured Loan

The maximum loan authorized in the Act as amended JuneS, 1939, 
is limited to $2,500 in net proceeds to the borrower. Under the 
February 1938 amendment, expired July 1, 1939, insured loans were 
authorized up to $10,000 for financing improvements to existing struc
tures, and up to $2,500 for new construction.

The average Title I loan insured during 1940 amounted to $420. 
This compares with an average of $456 during 1939 and $458 during 
1938. Three out of every ten loans insured from 1938 through 1940 
were written for an amount of less than $200, and more than half of 
the total loans insured had a face amount of less than $300.

Chart 7 shows graphically the trend in the face amount of property 
improvement loans insured by years since the adoption of the Febru
ary 1938 amendment, and in Table 13 is reported the percentage dis
tribution of the number and amount of these loans classified by the 
face amount. Included in the face amount of the loan are the net pro-
Table 13.—Size of loan: Percentage distribution of the number and amount of 

property improvement loans insured by FIJA, 1988-1940
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CHART 7—FACE AMOUNT OF PROPERTY IMPROVEMENT LOANS INSURED
BY YEARS, 1938-1940
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coeds to the borrower, the finance charges for the loan, and any fees 
authorized by the regulations of the Administrator.

Duration of Insured Loans

The June 1939 amendment provided for loans insured under Title 
1 a maximum maturity of 3 years and 32 days, except that for loans 
financing new construction, to be used in whole or in part for resi
dential purposes, a duration of 15 years and 5 months from the date 
of the note was permitted. Loans for new nonresidential agricul
tural structures when secured by a first mortgage or its equivalent 
were permitted a maximum maturity of 15 years and 1 month. 
Regulations of flic Administrator under the February 1938 amend
ment authorized a maximum term of 5 years and 32 days for other 
than new residential structure loans and 7 years and 32 days for 
loans financing new residential structures.
Table 14.—Duration of loan: Percentage distribution of the number and amount 

of property-improvement loans insured by FI1A, 1988-1940
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1938-10

Percent
age cum
ulation of 
amount 
1938-10

i:Pace amount of loan 1 ;
Percentage distribution 

of tho amount of 
loans insured

Percentage distribution 
of tho number of 
loans insured

Percent
age cu

mulation 
of niuu-

] Percent
age cu

mulation 
of amount 

1938-40

1938 1939 1940 1938 19401939
Duration of loan 1* ILess than $100............

$100 to $199..................
$200 to $299.................
$300 to $399.................
$400 to S499.................
$500 to S599..................
‘600 to $799................
$800 to $999..................
$1,000 to $1,499............
$1,500 to $1,999............
$2,000 to $2,499.............
$2,500 to $2,999 *...........
$3,000 or more 1............

Total...................
Size of loan: A verage.

4.3 5.0 0.95.4 5.0 0.7 1.0 1.0 ber
23.6 25.2 24.7 29.5 9.37.5 9.3 8.7 194019391938 1939 1940 1938-10 1938____ 22.3.21.6 .24.1 .23.0 ....... 52.3

66.7
.11.5 .14.6 .13.4

■?14.7 33.814.3 14.2 11.0 12.2 11.6
9.5 9.5 9.8 43.876.4 9.2 10.5 10.4 0.3 0.30.30.5 0.6 0.4; 6 months...........

12 months.........
18 months.........
24 months.........
30 months.........
36 months.........
48 months.........
Over 4S months.

0.9 0.5..7.7 ..7.4 .........53.6..7.5 ... . 83.9 ..9.3 .10.2 ..9.9 5.75.113.8 6.1 5.215.2 13.0 12.4I63.26.6 5.6 5.8 89.9 9.8 9.5 9.4 10. 14.34.49.2 8.8 22.8 4.59.469.83.6 3.0 3.1 93. 1 6.9 6.6 6.4 19.59.7 8.037.3 10.916.5 16.1 13.3.........79.2..4.1 ..2.9 ..3. 1 ....... 96. 5 .10.8 ..8.5 ..8.8 22.22.62.53.9 4.1 41.4 3.14.383.71.5 .9 .9 97.6 5.8 3.7 3.9 SS.871.697.6 53.0 09.040.8 57.0 59. S1 Q)87.4I. 1 .6 .0 98.3 5.3 3.0 3.0 89.4.1(2) (2) 97.9 2.41.1....9 ......ioao....8 ..1.2 .......99. 3
100.0

100.0..5.5 ..5.2 ..7.7 7.51.3 19.0 8.8I 5.8 1.1 100.0.8 .7 .7 5.86.7 5.7
100.0100.0 100.0Total....................................

Duration in months: Average8..

100.0 100.0 100.0100.0 100.0 100.0 100.0 100.0 100.0
37.0Median8 36.930.2 31.8 3C.529.9$458 $456 $420 Median $304 $282 $287

> Stated periods shown are those which represent largo concentrations of property improvement loans. 
* Less than 0.05 percent.
3 Average and median durations are based on number of loans Insured.

51 Includes finance charges.
2 Insured net proceeds to borrower may not exceed $2,500 under the provisions of the June 1939 amend

ment.
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CHART 8—DURATION OF INSURED PROPERTY IMPROVEMENT LOANS, BY

YEARS, 1938-1940 annum of the net proceeds of a discount note and may be paid annually 
in advance during the term of the loan. For interest-bearing notes 
the annual insurance premium was set at one-half of 1 percent of the 
original principal amount of the note.

By December 31, 1940, lending institutions had financed 25,735 
new small-home loans for $63,507,387, of which those insured under the 
June 1939 amendment had met the construction and property stand
ards established by the Administrator. Of this total, 9,107 for 
$25,593,238 were insured during 1940, 10,783 for $25,347,784 during 
1939, and 5,845 for $12,566,365 were insured during the 10 months 
of operations in 1938 under the February amendment of that year.

A survey of the class 3 loans insured reveals that the typical bor
rower received a loan the face amount of which was $2,621 and the 
net proceeds not over $2,500, the maximum permitted under the 
provisions of the June 1939 amendment. His average income was 
$2,178, from which a monthly payment of $15 is made to retire the 
loan within 14.3 years, the average duration period. Borrowers are 
permitted 15 years and 5 months in which to repay new small-home 
loans insured under Title I. The average valuation of the property 
securing this loan was $2,920.

Claims for insurance paid to qualified lending institutions on 
defaulted class 3 loans have totaled 265 for $508,305 since the pay
ment of the first claims on new small-home loans in August 1939 
through December 1940. Of these, 36 for $79,551 were settled dur
ing 1939 and 229 for $428,754 during 1940. Claims for insurance 
had been paid on 0.21 percent of the amount of class 3 new small- 
home loans insured at December 31, 1939, and on 0.80 percent at 
December 31, 1940.

:
!

Chart 8 shows the trend in the duration of property improvement 
loans insured each year since 1938, and Table 14 presents a percent
age distribution of the number and amount of loans by monthly 
duration for the same period.

:
i
1

i
NEW SMALL HOME CONSTRUCTION FINANCED UNDER

TITLE I
j

)
Class 3 loans financing the construction of new structures to be used 
wholly or in part for residential purposes were first provided by the 
amendment of February 1938. The present amendment of June 
1939 retained authorization for this form of insurance, but with a 
significant change from the previous amendment in that an insurance 
premium was charged for the insurance of loans under Title I after 
July 1, 1939. The amendment further provided that the insurance 
premium was not to exceed three-fourths of 1 percent per annum of 
the net proceeds of the loan.

The regulation of the Administrator governing the insurance 
premium for class 3 loans fixed the charge at one-half of 1 percent 
per annum of the net proceeds advanced to the borrower. More
over, this insurance premium may not increase the cost of the loan 
to the borrower beyond the maximum discount established by the 
regulations.

New structure loans insured under Title I must be secured by a 
first mortgage covering the property improved; however, lending 
institutions are not required to take security for class 1 and class 2 
loans advanced to improve existing properties and new non residential 
structures. The mortgagee may elect to finance either a discount or 
an interest bearing class 3 note. The insurance premium was set by 
the regulations of the Administrator at one-half of 1 percent per

f
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Applications for mortgage insurance are submitted by the lending 
institution with appraisal fees attached. If a loan is clearly ineligible 
for insurance, the lending institution is notified and the appraisal 
fee and application are returned. If the first review indicates exami
nation is to be made, the accompanying check for appraisal fee is 
deposited to the account of the Administration, and the mortgage is 
entered into the figures which are reported each month as “mortgages 
selected for appraisal.”

If the case passes preliminary examination, it is routed through 
the underwriting department, where the property is appraised, the 
credit of the borrower analyzed, and the terms of the mortgage 
scrutinized to determine whether it is a reasonable insurance risk for 
the Administration to assume. If this examination reveals that the

i;
Part IV

HOME MORTGAGE INSURANCE 

UNDER TITLE II

i

\

'i
i'

!
HTHE principal operations of the FHA center about the insurance j 

under Section 203 of Title II of mortgages on one- to four-family j 
homes. This program made possible for the first time the financing 
of an individual residential property with a single long term, amor
tized, high percentage of value mortgage loan at a minimum interest 
rate. An examination by trained underwriters of the house, the 
neighborhood, and the borrower’s capacity to pay assures both the 
purchaser and the lender that the transaction meets the standards 
necessary to make the mortgage eligible for FHA insurance and 
represents a reasonable risk for the mortgagee as well as a sound j 
obligation for the borrower.

FHA insurance covers the full amount of the mortgage outstanding 
at the time of default. A lending institution has the option of retaining 
title to a foreclosed property or of turning it over to the FHA, and 
receiving debentures to the extent of the value of the mortgage on 
the property as determined by FHA regulations. These debentures 
currently bear interest at the rate of 2% percent. FHA insurance is

risk should not be assumed, the application is rejected. In some 
cases, changes in the transaction are suggested which will so recast 
the mortgage as to make it acceptable for insurance.

If the mortgage meets all the tests, a commitment is issued to the 
mortgagee to insure the mortgage when it is executed in accordance 
with the terms of the application. No commitments are entered in 
the series “mortgages accepted for insurance” except when the 
individual borrower is approved. On mortgages presented by 
mortgagees covering homes to be constructed by operative builders 
for sale, a. “conditional commitment” only is issued. This conditional 
commitment issued to the lending institution provides that FHA will 

mortgage of a given amount when the building is constructed

i

U
::

■

il
'

-> •• insure a
in accordance with plans and specifications and the property has been 
purchased by an individual mortgagor who meets the credit risk 
requirements of FHA.

When the mortgage is executed in accordance with the terms of 
the commitment and presented to the FHA insuring office, it is

paid for by the borrower; a premium of one-half of 1 percent on the 
annual outstanding balance is paid over the full term of the mortgage 
and as a part of the monthly payment. The lending institution in 
turn services the mortgage by collecting monthly payments which 
include interest, amortization, and mortgage insurance as well as 
taxes and fire insurance. In this way, a family purchasing its home « 
makes regular monthly payments similar to rent which lead to eventual 
debt-free home ownership without such budgetary strains as are caused 
by lump-sum tax payments or periodic refinancing under the old-time, 
nonamortized, first- and second-mortgage type of financing.

Under the FHA plan home ownership has been brought within 
easy reach of moderate and low-income American families to whom 
thrift and a home of their own represent the attainment of an ideal.

VOLUME AND STATUS OF INSURING OPERATIONS

All applications for insurance of small-home mortgages are received 
in FHA insuring offices from lending institutions, not from the indi
vidual borrower. The first selection, therefore, is made by the lending 
institution itself.

j
CHART 9—VOLUME OF HOME MORTGAGE INSURING ACTIVITY, BY YEARS,

1935-1940!
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endorsed for insurance and the first annual insurance premium is 
collected. The mortgage is then entered on the books as a “premium
paying mortgage.” If the mortgage covers a house to be constructed, 
it cannot become a premium-paying mortgage until construction is 
completed free of liens.

In the case of new homes, there is allowed a period of not more 
than 8 months between the issuance of the commitment to insure 
and the final closing of the transaction and the recordation of a “pre
mium-paying mortgage,” and in the case of existing homes, a period 
of 90 days is allowed. If at the end of the stated period the commit
ment to insure is not converted to a premium-paying mortgage, it is 
entered as an “expired commitment” and is no longer included in the 
total reported as"“net mortgages accepted for insurance.”

Total for the Year

Mortgages selected for appraisal by the FHA during 1940 numbered 
282,880 for $1,271,983,776, an increase of 11.3 percent over the pre
ceding year. In line with this trend, mortgages accepted for insur
ance, with film commitments issued to mortgagees, increased 11.9

Table 15.—Trend of selected, accepted, and insured mortgages: Gross face amount 
of 1- to 4-family home mortgages reported by FHA insuring offices, 1935-1940

FEDERAL HOUSING ADMINISTRATION 47

percent, or to 202,281 for $876,431,018, and premium-paying mort
gages 11.0 percent, to 168,293 for $736,490,344. These percent
age increases approximate those of 1939 over the preceding year 
when mortgages selected for appraisal increased 11.2 percent, indi
cating a steadily climbing volume of home financing under the FHA 
plan.

Table 15 reports the totals by months during 1939 and 1940 and 
by years for the earlier periods.

Cumulative Status Through December 1940

Since the beginning of operations, as indicated in Table 16, FHA 
has selected for appraisal 1,092,991 small home mortgages for $4,804,- 
724,954, of which 782,784 for $3,318,097,712 were accepted for insur
ance, and of these 634,023 for $2,706,352,739 had become premium
paying by December 31, 1940.
Table 16.—Status of FIIA mortgage insurance operations: Disposition of face 

amount of total and of farm 1- to 4-family home mortgage applications received, 
as reported by FHA insuring offices, cumulative 1935-1940

Farm mortgages 
only *All mortgages

Status of operations
Number Number AmountAmount

$2,295,550.217 
182,188,529 8 8Mortgage insurance in force_________________

Amount amortized...............................................
Mortgage insurance outstanding (face amount)... 
Mortgage insurance terminated 3......................... .

Total mortgages insured................................. .
Firm commitments outstanding.......................... .

Net mortgages accepted for insurance1..........
Firm commitments expired * *...............................

Gross mortgages accepted for insurance........
Conditional commitments outstanding..............
Conditional commitments expired *...................

Total commitments issued.............................
Rejections and withdrawals *................................

Total mortgages processed..............................
Cases in process of examination............................

Total mortgages selected for appraisal..........

582,936
Mortgages selected for 

appraisal
Mortgages accepted for 

insurance
Premium-paying

mortgages 2, -177,744,746 
228,607,993

8S5 $3,421,800
89,800

582,936
51,087Month and year 21

006 3,511,600
1,031,300

631,023
77,315

Number Amount Number Amount Number Amount 256
711,338-

71,416
3,049,125,201 

26S, 072,511
4,5-12.900 
1,671,800

1,1621935 69,196 
131,802 

...137,631. 
223,980

$270,010,238 
538,885, 269 

...589,468,385. 
1,010,584, 906

42,147 
109,611 

..108,738. 
149,895

$170,594,861 
438,449,153 

.447, 519, 716. 
647,949,074

23,397 
77,231 

-102,076. 
109,279

$93,882,012 
308,9-45, 106 

...424,372,999 
473,246,124

4551936
782, 784 
48,585 
59. 118

3,318,097,712 
218,530, 250 
270,301.536

6,214.700 
19,800 
50.600

1,6171937.......... 41938
14

1939 3,806,932,498 
971,244,076

1,635
3,077

C, 285.100 
14.094.603

890.487 
196, 747January

February
March......................
MPrU
May
June..........................
July
August
September...............
October 
November 
December................

17,235 
19,262 

—.27,006. 
23,502 
24,087 

—22,265. 
18,462 
21, 573 

—20,215. 
21,683 
17,604 

— 14,608.

77,594,030 
86,213,375 

-.121,689,493. 
105,666,161 
109,442,140 

-..101,500,564. 
84,482,450 
98,482, 510 

. — 91,671,025. 
99,250,957 
80, 699,335 

— .67,100,340.

9,9S9 
9,839 

...14,935. 
15,119 
17,295 

...19,047. 
12.074 
14,143 

-.14,138. 
16, 774 
14,672 

...12,087.

42,217,800 
41,223,700

__ 63,485,800.
61,895,200 
73, 701,350 

....82,321,770. 
52,603,100 
62. 268, 500 

....62,008,200. 
74,215,981 
65,012,768 

....53,199,718.

12,787 
10,329 

...11,750. 
10, 713 
11,509 

...14,184. 
12,016 
15,019 

...12, 368. 
13,835 
14,973 

...14,264.

55,382,500 •

-■Sis h
49.442,650

----60,910,500
51,158, 570

... SS:2!
eJ: ip; 153

....64,791,600

? 4,712
155

1,092,991 4,804,724,954 4,867 21,636,003

1 Regulations relative to the insurance of farm mortgages became effective May 16, 1938.
1 Data not available separately for farm mortgages.
3 As reported by the Comptroller’s Division in Washington.
* Total firm commitments outstanding, accepted, and expired as reported by insuring offices differ from 

property location figures as shown in Table 1 because of the lag in tabulation of mortgages by property loca
tion in Washington.

• Excludes cases reopened.

i

Total 247,502 1,123,792,380 170,112 737,153,887 153,747 669,416,154' 1940 Disposition of Cases Closed Each Year

At the end of each year there remains in process, or outstanding 
as conditional or formal commitments to insure, a percentage of the 
mortgages selected for appraisal by FHA during the year. Of the 
cases closed out from the beginning of operations in 1935 to the end 
of 1940, either through rejection of the application for mortgage 
insurance by FHA, or through a mortgagee permitting a commitment 
to insure to lapse, or through endorsement of the commitment for mort
gage insurance through payment of the first insurance premium, 20.5

January 
February
March__
April
May
June.....................
July
August
September...........
October 
November 
December...........

15,507 
18,658 

—25,095. 
28,684 
28,811 

—24,308.
26, 757
27, 244 

—26,155.
25,960 
18,568 

— 17,133.

70,922, 630 
84, 504,943 

...113,918,457. 
128,231,968 
129,184,811 

...109,380,220. 
119,691,060 
121,960,400 

...116,200,940. 
116,355,620 
83,828,847 

--77,743,280.

11,141 
10,482 

-.14,695. 
17,760 
18,477 

...19,542.
20, 291 
20,575

-.19,400.
21, 236 
15,407

...13,185.

48,830, 737 
44,980,109

— 63,602,070. 
76,873,590 
79,930,402

-...84,350,600. 
88,073, 500 
89,379,400

— .84, 089,499.
92,082,874 
60,754,377 

-.-56,877,800.

14,673 
11,604 

...10,519. 
10,941 
12,232 

...12,418. 
13,900 
14,564 

— 15,740. 
18,288 
15,741 

-.17,673.

65,057,900 
51,597,929

— .46,182,480
47,712,511 
63,577,673 

-..54,356,700 
60, 315, 700 
62, 969,000 

....68,332,100 
80,019, 974 
68,860,577

— .77,501,800

736,490, 3441,271,983,776 j 202,281Total 282,880 876,431,018 168,293
1,092,991 4.804,724,954 782,784 3,318,097,712Cumulative 634,023 2,706,352.739
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Table 18.—Type of institution originating mortgages: Face amount of 1- to 4- 
family home mortgages, accepted for insurance by FHA, 1936-1940

HOME MORTGAGE INSURANCE

Table 17.—Disposition of cases closed by FHA: 1- to 4~f^nily home mortgages*
1935-1940

Percent of 1040
mortgages2 on—Dollar amount of gross mortgages 1 originatedPercentage distribution

Disposition of eases closed Out-of-
Statc

proper
ties

1940103919381935* 1930* 1937 Local
proper-

Typo of institution1935 1936 103S 19391937 1940 1935-40
tics(000 omitted)

Rejections *...................................................................
Conditional commitments expired.............................

Total rejections and conditional commit
ments expired.................................................

Formal commitments:
Expired...................................................................
Premium-paving...................................................

Total accepted for insurance..............................
Total cases closed...............................................

41.0 17.5 13.9 24.3 20.9 18.8 20.5 1.5$214,934 98. 5
180,886 98.8

76, 376 96.7
, 209,022 88.5

110,,468 44.4
34,762 99.5

0
53,062 1 20.9

880,465 I 84. 5

$190,313
159,813

73,768 
173,758 
77,511 
28,228

$191,665
154,368

67,012 
136,319 
53, 744 
14,669

.2 1.5 5.0 8.3 8.2 $127,848 
113,647
64,618 
64, 168 
50,310 
11,925

5.9 6. 1 $109, 188 
109,914

62, 650 
40,690 
25,348 
16,018

$67,313 
50,071
28,781 
7,106. 

12, 517 
4,067

National banks.....................
State banks.................... .
Savings and loan associa

tions..................................
Mortgage companies...........
Insurance companies...........
Savings banks......................
Federal agencies *—...........
All others *...........................

Total...........................

1.2
3.341.8 19.0 18.9 30.2 29.2 27.0 26.0 11.5

55.6
.54.S 12.7 8.210.3

70.7
6.0 4.2 7.4 100.09553253.4 6S. 4 61.6 64.8 6S.8 66.0 79.137,61132.3S317,07818. 85612558.2 81.0 81. 1 69.8 70.8 73.0 73.4 15.5449,600 1 650, 160 I 741,0643S2, 694170, 580

100.0 100.0 100.0 100.0 100.0 100.0 100.0 1 The type of institution subtotals in this and in the following table disagree slightly. The reason is that
the figures in the following table arc based upon individual mortgage cards which indicate the type of insti
tution at the time of issuance of the FHA insurance commitment, whereas figures in this table are based 
upon summary mortgagee cards for each type of institution as of the year end. In each case where a mort
gagee changes to a dillerent type of institution during the year, the typo of institution subtotals shown in 
these two tables are thrown out of balance in the amount of its commitments issued prior to change.

2 Based on State location of head office of mortgagee institution.
3 Mortgages originated in January 1936 are included in year 1935. The distributions for 1935 and 1936 

are based on net totals.* The RFC Mortgage Company and the U. S. Housing Corporation.
5 Includes investment companies, finance companies, endowed institutions, private and State benefit 

funds, etc.

1 Excludes cases still in process and commitments outstanding at end of year.
* Excludes cases reopened.

percent were rejected or withdrawn, 13.5 percent expired in the 
commitment stage and the balance, or 66.0 percent, became premium- 
paying mortgages.

Analysis of rejections by FHA through 1940 reveals that approxi
mately half were due to a low rating of the borrower’s credit, over 
one-fourth because of the property, and less than one-fourth because 
of the neighborhood.

;
1

As in former years, most mortgages accepted for insurance from 
private institutions were to cover properties located in the same State 
as the head office of the mortgagee. Insurance companies and mis
cellaneous-type institutions were the notable exception to the rule 
during 1940, with 55.6 percent and 79.1 percent respectively, of their 
acceptances secured by out-of-State homes.

Mortgage companies, on the other hand, accounted for 23.7 percent 
of the originations in 1940 and only 4.0 percent in 1935. Insurance 
companies, savings banks, and miscellaneous-type institutions have 
increased their relative share of originations, while savings and loan 
associations have accounted for a declining share.
CHART 10—DISTRIBUTION OF INSURED MORTGAGES ORIGINATED BY 

TYPE OF INSTITUTION, BY YEARS 1935-1940

MORTGAGEE INSTITUTION ACTIVITY

Over 8,000 lending institutions of all types have participated in the 
FHA mortgage financing program and have invested in the six-year 
period, 1935-40, close to $3,000,000,000 in insured mortgages. In 
this section of the report is to be found a distribution by type of 
institution of the volume of small home “mortgages originated, trans
ferred, and held.

Types of Institutions Originating Mortgages

During each successive year of FHA operations the volume of small 
home mortgages accepted for insurance has shown an increase. How
ever, the relative percentage of originations accounted for by the 
various types of institutions has tended to vary, as is indicated in 
Chart 10. National and State banks, while jointly originating the 
largest percentage of mortgages in each year, accounted for but 44.9 
percent of those originated in 1940 as against 70.3 percent in 1935.

The volume of mortgages accepted for insurance as distributed 
among the various types of originating institutions for each year 
since 1935 is shown in Table 18. With a volume in excess of $880,000,- 
000, the year 1940 registered a gain of 18.8 percent over the preceding 
year and 35.4 percent over 1938. For every type of institution gains 
in the amount of mortgages originated were recorded, with some 
types, notably insurance companies, showing a percentage gain con
siderably above the national average.
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Type of Institution Originating Mortgages by States

In Table 19 is presented a State distribution by property location ) 
of mortgage originations during 1940 by each type of institution. It ] 
is possible through the use of this data to assay the importance of j 
any type lending institution in a particular State. For example, in j 
New York with a volume in excess of $57,000,000, the savings banks 
accounted for 31.6 percent as compared with 15.1 percent for national 
banks. This situation is reversed in California where, with a volume 
above $157,000,000, the national banks originated 60.6 percent and the 
savings banks but 18.4 percent.
Table 19.—Type of institution originating mortgages in each Slate: Gross face 

amount of 1- to 4-family home mortgages accepted for insurance, 1940

> FEDERAL HOUSING ADMINISTRATION:-
!; Local and Out-of-State Mortgage Lending

V '
! Of the mortgages originated during 1940, 84.5 percent were on 

residential properties located within the same State as the head office 
of the mortgagee. This percentage compares with 86.8 percent dur
ing 1939. Considerable variations exist among the States, however,

;

; :i '.
* i°mi ani: Table 20.—State

amount of 1- to 4-family home mortgages ac1
*

Mortgages covering properties 
located in Statei Mortgages originated by institutions with head 

office in State

I Originated by out-of* 
State institutionsCovering out-of-Statc 

properties;
State: Covering

in-Statc
properties

Total
amountTotal

amount
As per
cent of 
State 
total

■

As per
cent of 
State 
total

i Type of lending institution AmountAmount
Mort
gage
com

panies

Savings 
and loan 
associa

tions

! Location of 
property

Insurance
com

panies
All National

banks
State
banks

Savings
banks

All
types others 30.0§5, 289, 700 $7,500,287 $2,270,587

3,603,200 3,603,200 ................
...3,045,400. ...3,892,200........... 846,800.
142, 143,300 157,096,500 14,953, 200

8, 275,300 9,171, 100 895,800
—7,443, 200-----8, 747,300___ 1,304, 100.

875,300 1,473,000 597,700
71.5 2,059,200 3,068,700 1,009,500

.......................17,192,750. ..22,178,050. ...4,985,300.1...........22.5
.6 7,927,700 13,021,600 5,093,900 '

2.9 1,434,400 3,528,265 2,093,865
.......... 0.3. ..59,627,431. ..68,551,931___ 8,021,500.

14.2 28,614,500 34,576,600 5,962,100
19.5 0, 297, 200 9,454, 100 3,156,900

—6,924, 500-----8,655,400--------1,730,900.
4,815,050 5,703,050 947,100

1.3 5,213,600 8,931,600 3,718,000
..........-.1,438,700. ...1,817,100....................... 378,400.1.......... 20.8

17.1 10,801,800 14,412,400 3,610,600
5.5 5,350,500 5,433,900 83,400

.................... 71,438,500. ..78,331,000____6,892, 500.
70.9 10,101,400 11,256,000 1,154,600
10.5 3,42-1,000 4,213,700 789,700

.......... 23-6. -15,786,900. ..19, 6S8, 700. ...3,901,800.
. 1 2,115,100 2,955,700 840, 600

20.6 4,250,500 5,606,500 1,256,000
................3. ...1,204,700. ...1,204,700..................

2.0 1,251,600 1,295,000 43,400 3.4
42.6 35,265,500 40,610,003 5,344,503

.................... 2,0-12,400------  3,092,100. ...1,049, 700. .
5.1 55,699,300 57,052,690 1,353,390
5.8 6, 274,500 12, 608, 200 6,333,700

.......... 20.3............510,600............626,140.____ 115,510.
13.4 39,526,000 47,235,700 7,708,800

13,024,450 13,659, 550 635,100
-•5, 220,300. ...0,081, 000____1, 760, 700.

2.3 46,386,600 48,011,290 1,624,699
.2 2,517,000 3,103,700 5S5,800

.......... 13.9------  4,538, 300. ...6, 732,800____1,194,500.
1,279,800 1,901,300 621,500

9. 6 0, 785,800 11, 562,16-1 1,776,364
.......... 10.1. ..27,654,600. ..42,486,350. ..14,831,750.

16.4 5,574,700 6,431,600 856,900
77.2 1,109,800 1,113,600 3,800

............ 8.5. ..10,919,400. ..17,234,700____ 6,315,300.
5.8 16,857, 200 20,415,300 3,558,100
1.6 4,248,000 6,461,200 2,212,600

................4. ..10,492,400. ..11,50-1,000. ...1,011,600.
2. 1 3,158,500 3,241,500 S3,000

.................... 317, 100 317,100

........................... 1,596,300. ...1,596,300.
.................... 2,099,000 2,099,000

41.589,0-15,800 S3, 750,100
3,603,200 ...............................

...3, 148,500...................103,100. ...
145,890,800 3, 747, 500

8,326, 500 51,200
..12,524,800. ...5,081,000 .40.6.

4,280,700 3,411,400
7, 233, 200 5,174,000

-17, 192,750...........................
7,90S, 100 40,400
1.477.100 42,700

-.63,024,331. ...3,996,900.
33, 338,900 4, 724, 400

7,825.500 1,528,300
...7,030,000............105,500

9, 289, 550 4,473, 600
5,281,900 68,300

.. 1,4-14,100................5,400.
13.031.100 2,229,300
5.662.200 311,700

—71,438, 500...........................
60, 377, 290 40,275,890

3, S26, 700 402, 700
. -20,068.750. ...4,881,850.

2,117,100 2,000
5.350.400 1,099,900

. ...1,208,500................3,800.
I, 270,500 2-1,900

61,476, 200 26,210, 700
. .. 2,042, 400......................... .

58.712.400 3,013,100
0. 600.800 386, 300

........... 6-10,900............. 130,300
45.027.200 0,100,300
13,026,450 2,000

------6,252,200 ...1,031,900.1____ .16.5.
47,484,800 1,098, 200

2, 523,300 5, 400
.5,271,800............ 733,500.
1, 282,600 2,800

10.824.200 1,038,400
30,747,800. ...3,093,200.
6.671.800 1,097,100
4.858.800 3,749,000
II, 039,700. ...1,020,300.
17,891,000 1,033,800
4,318,600 70,000

.10,530,200 _____ 37,800.
3, 225, 300 66,800

317, 100
-1, 596,300.

2,009,000

955,258

Alabama
Arizona
Arkansas---------
California 
Colorado 
Connecticut— 
Delaware 
District of Col..
Florida...............
Georgia
Idaho
Illinois................
Indiana
Iowa
Kansas................
Kentucky
Louisiana
Maine............. ..
Maryland
Massachusetts
Michigan...........
Minnesota
Mississippi
Missouri............
Montana
Nebraska
Nevada..............
New Ilamp. 
New Jersey 
New Mexico.. 
New York 
North Carolina 
North Dakota. 
Ohio
Oklahoma
Oregon..............
Pennsylvania 
Rhode Island 
South Carolina. 
South Dakota 
Tennessee
Texas...................
Utah
Vermont
Virginia..............
Washington 
West Virginia
Wisconsin........ .
Wyoming
Alaska
Hawaii..............
Puerto Rico 
Federal agen

cies3

21.8;
....3.3. 9.5(000 omitted) 2.6 9.8.6 14.9$2,294

1,658
..........303

95, 181 
1, 230 

....1,169

Alabama
Arizona
Arkansas....................
California
Colorado
Connecticut.............. .
Delaware 
Dist. of Col
Florida............ ........... .
Georgia
Idaho
Illinois_____________
Indiana
Iowa
Kansas............ .............
Kentucky
Louisiana
Maine...........................
Maryland
Massachusetts
Michigan__________
Minnesota
Mississippi
Missouri.......................
Montana
Nebraska
Nevada.........................
New Hampshire 
New Jersey
New Mexico________
New York 
North Carolina
North Dakota............
Ohio
Oklahoma
Oregon....... ....................
Pennsylvania 
Rhode Island
South Carolina_____
South Dakota 
Tennessee
Texas.............................
Utah
Vermont
Virginia.........................
Washington 
West Virginia
Wisconsin.....................
Wyoming
Alaska
Hawaii...........................
Puerto Rico

Hi 

“11
...22,178.|....1.583vs
-68.552-

11 -liraI Jgf
mJ

...19:689.1—2,778.
2,056

...A, 205.| 1,0?8.|........ ,29.|............... 78.41 

~-§f.
47.230

-it
___ 6.732-1 1,317-|.........945.|—1,245.

1.801

...42; 480.|-----2,620.-I
2,099 I —

$828 $20 $1, 550 $1,648 $9 $1,211 40.62151,372 
— 1,335 

34,910

342 16 79.6 32.9.......... 592.
4, 118 
2, 360

....2,307.1.-...312.

.......... 831.
2,428 
4, 427 

.......... 930.

.......... 831.
5,819 2,897

—1,673.1—1,523.

11,743 39.1273 60S 273 59.3
833 13.0131 390 580 353 94 17.2

149 606 158 1,183 
...11,019. 

4, 727 
724

...24,785. 
5,364 
3, 269 

—2,528. 
3,730 
1,542

3,'ioo"
93

...25,720.
3,420
2,241

—3,652.

1,881

743 41 189 33.4
-..2,415.

626
....2,152. 

1,868

l'lii' ............ 5.
........ 3; 541

• 1:S
.......... 154

20.0
990 734 .......... 1.5. 16.448.21,032 

...16,237. 
5,440 
1,327 

....1,385.

1,028 
—9,719. 

11, 761 
3,066

___ 1,033.
631 

1,155
...........637.

2,223
325

...20,453.
1,167

31 680 41.6
-..5,318. 

8,096 
1,119

___ 1,404.
689

3,521
.......... 163.

2,571
368

...10,977. 
3,034 

098
—3,964. 

2,363

........2.
■SO 25.1

105 42 1.5
8.8

23S 543 32 10.3
822 24 18.7

...........512.
1,834

.......... 505. 19.8
4,053 
1,749 

— .6, 086.

140 401 28.4

i I 760 2,122 
—3,397.

17 22.8

2,225
.......... 689; 402 70 938

t I 197 997 81 13.2
___ 1,331. ........ 1,429 33.9

236234 814 522 2.4
611 200 413 39 50.2

I .......... 18.5
486 339 10 460 16.3

10,219 
— .1,734. 

8,591

11,393

16,089 
1,046

............ 49.
7,337 
2,810 

— .3,263. 
19,024

10,511
.............79.

7,301 
1, 548

.......... 146.
16, 202

2,870
.......... 417.

6,629

4,323

1,079* 
6,700

............ 81.
9,018
2,100

.......... 589.
1, 793 

436
.... 1,535. 

670 
4, 463 

—10,016.

548 746 4.6(>)810. 25.2......... 52
J 18,009 355 3.4

944 401 1,966
.............. 34

1,951 
4, 686 

____ 1,203

18.9
...........222.

4, 355 
2,252 

....1,302. 
8,785

............ 91.
7,094
1,576

.......... 498.
2, 250

20.8: 1,279 32.7
.2 15.4230

; 34.9............ 87.
1,248 13.314,014 897

.386-1 890 5-14 5 89276; 36.0.............090: 17.4393702 31 8 28
34.2513 2,895

—18,599.
1,345 

....3,006. 
1,150 

09
— 1,209. 

2,321

448
8.82-16. ........ 6,099

___ 3,881
1,148

' 2.6556 05 153 857; 497 5 215
I —2,341. 

3’IS...iJS.
2,405

-~iS8- -11-1,673
— 1,246.

—2,613
1,071

........... 270

.......... 146.
1, 634Is 463 59 453 559

—4,024........... 804. _—1,700. ..........36.
100.0955,258506 291 37

15.599 100 1.136,418,598.1.8SO, 464,879..15. 5. .744,040,281-|.......... 369.
2,099

.880,464,870. -136,418, 598. |Total.

RFC Mortgage Company and the U. S. Housing Corporation.880,465 1 213,588 1 181,335 76,336 1 207,830 1 110,198Total 34,854 56,324 3 The» Less than 0.05 percent.
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CHART 11—INSURED MORTGAGES ORIGINATED, TRANSFERRED, AND HELD 
BY TYPE OF INSTITUTION, CUMULATIVE, 1935-1940

; HOME MORTGAGE INSURANCE

as Tabic 20 indicates. Minnesota, for example, which contains the 
head office of a company operating on a nation-wide basis, had 
79.9 percent of the mortgages financed by its institutions placed on 
out-of-Statc properties; conversely, 59.3 percent .of the mortgages 
originated on Idaho properties during the year were financed by out- 
of-Statc institutions.

Number of Institutions Originating, Holding, and Transferring Mortgages

The number of each type of institution active in originating mort4 
gages in the years 1937 to 1940, inclusive, is set forth in Table 21. 
Fewer national and state banks, and savings and loan associations] 
originated insured mortgages during 1940 than in the two previous 
years, accounting, in large part, for the decline shown in the total 
number of institutions active in originations during those years. 
The number of active mortgage companies and insurance companies, 
however, has shown an increase or remained stationary during each 
year shown, while a Federal agency appeared for the first time in 
1939 and was joined by another in 1940.

Table 21 also indicates that, on a cumulative basis through 1940, 
more institutions hold premium-paying mortgages than originate mort
gages accepted for insurance, and that more institutions purchase pre
mium-paying mortgages than sell them. There were 8,329 institu
tions reported as holding premium-paying mortgages on December 31, 
1940, as compared with 7,785 which had originated mortgages accepted 
for insurance through that date, and 3,642 which had purchased pre
mium-paying mortgages as against 2,681 which had sold them.. It is 
apparent, therefore, that some institutions prefer to build their port
folio of insured mortgages through the purchase of premium-paying 
mortgages rather than by originating the mortgages themselves.

Table 21.—Number of institutions originating, holding, and transferring mortgages: 
Institutions originating gross 1- to ^-family home mortgages and -purchasing, selling 
(inclusive of resales), and holding in portfolio mortgages insured by FIIA, cumu
lative, 1935-1940

7aALL OTMCA5 5.1% a/oy •f.vRAi.cC COURAh-tS ■/' ■
4 4%

SAVINGS ANO LOAN 
' ASSOCIATIONS v 2 3X

Wwr/-
■n.

9 3%

! w- m'A £ :fy
\ A’lD TRUST COWRAMtS ,19.5V.:

mmmmm i3 8%:if 

WBBBM
si mm 28.0%38£27.7%

14 27.

HELDSOLDPURCHASED

Mortgages Transferred and Held in Portfolio

The relative percentage of total mortgages held by each type of 
institution and its percentage of total originations, purchases and 
sales may vary considerably. It is indicated in Table 22, for exam
ple', that while insurance companies had originated 10.0 percent of 
the mortgages accepted for insurance through 1940, they held 22.5 
percent of total holdings, and had purchased 34.1 percent and sold 
only 4.3 percent of all insured mortgages transferred. Federal agen
cies hold only 8.3 percent of the total amount of mortgages insured.

Table 22.—Type of institution originating, transferring, and holding mortgages: 
Face amount of mortgages accepted for insurance and insured mortgages transferred 
(inclusive of resales) and held, cumulative 1935-1940

[000 omittcdl

ORIGINATED

!

I

I
J Mortgages held 

in portfolio
Mortgages

sold
Mortgages
purchased

Mortgages 
originated 1I Typo of institution I Per

cent
Per
cent

Per
centPer

cent
AmountAmountAmountAmount

2S.014.2 $673,580
22.5 469.369
7.4 224.328

44.5 43, 518
4.3 541,561

. 4 149.239
2.9 201.031
3.8 106.571

$154.947 
244, 352 
79,950 

484.746 
46.698 
4,769 

* 31, 574 
41.814

14.7$159,747 
150.084 

26. 192 
32. 309 

371,641 
169.895 

< 246,918 
32.064

27.7$842,696 
708,420 
342,422 
589, 593 
305,408 
102,300

National banks.............................
State banks..................................
Savings and loan associations—

----------- : Mortgage companies
Insurance companies

Holding Savings banks...........
Federal agencies1—

----------- All others *...............
Total •............

19.513.8Number originating gross 
mortgages accepted in—

23.2Net cumulative number to date 9.32.411.2 1.83.019.4Type of institution 22.534.110.0 6.26.4Origi
nating

Pur
chasing

3.41937 1938 1939 1940 Selling 8.322.7986 (J)
155,594 5.1 4.42.9

100.0100.0 12,409.197100.0 11,088.8503.047.4191 100.0 11.088.850National banks.............................
State banks....................................
Savings and loan associations___
Mortgage companies....................
Insurance companies....................
Savings banks_______________
Federal agencies 1..........................
All others 1.....................................

1,357
1,542

1,535
1.763
1,062

1,520
1,668

1,453 
1, 644

2. 383 
2,889 
1,705

1,228
1,531

720 2,634

242
871. . .■ Net mortgages accepted tor insurance.2 Includes the RFC Mortgage Company, Federal National Mortgage Association, the Federal Deposit 

Insurance Corporation, and the U. S. Housing Corporation. 
s Less than 0.05 percent.3 * Excludes the transfer of 10,560 mortgages for $41,967,398 between the RFC Mortgage Company

97 Federal National Mortgage Association, and 30 mortgages for $39,794 between the RFC Mortgage C
— and the U. S. Housing Corporation. Figures are based upon FHA records of mortgago transfers.

________ ________________________ 8 Includes investment companies, finance companies, endowed institutions, privato and State benefit
~ ------------------------------------------ ------------ —- ______ _____________ __ funds, etc.!•. RFC Mortgage Company, the Federal National Mortcace A<wo<*lnfinn th* i ^ 8 Net mortgages accepted for Insurance include 83,154 firm commitments outstanding forthoamount of

Insurance Corporation, and the U. S. Housing Corporation. 08 “on’ tb0 FcdoraI Deposit $341,066,277 and promium-paying mortgages exclude 51,087 mortgages for $228,607,993 on which insurance
tund?. eta.” mve5tmont “rapamos, endowed Institutions, privato and State beneOt SSohS^.'dTnSr^W the total heVta portlnUo. aCCCptC<l tqSUrMW' mtaUS sol'S and Plu5

905 969 789 1327 552
144 204 233 233 285 128 275
105 185 204 209 285 231 171 318
84 104 118 109 168 120 37 198 and the 

ompany21 2 3 4
29 42 43 38 08 4271

4,7564,220 4,895 4,477Total. 7,785 3, 642 2,681 8,329j.
i
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CHART 12—VOLUME OF INSURED MORTGAGES PURCHASED AND SOLD,
BY YEARS, 1936-1940

55FEDERAL HOUSING ADMINISTRATION ■. 1
1Table 24.—Federal agency 1 transfers: Face amount of 1- to 4-family FHA-insured 

home mortgages purchased and sold (including resales), 1935-1940 !;lI'i
t

Mortgages added to 
to portfolio 2SalesPurchases

As a per
cent of net 
mortgages 
accepted

As a per
cent of all 

sales
As a per
cent of all 
purchases

AmountAmountAmount

r,
i1.8$10,108.200 

22,293,979 
45,958,214 
78,862,745 
58,059,971

$73,310 
6,426,050 

10,488.871 
9,001,900 
5,584,389

0.115.8$10,241,576 
28,720,029, 
56,447,085 
87,864.645 
63.044,360

1935-30

S
5.95.021.91937 7.75.328.31938 11.62.928.41939........ 6.91.415.91940.......... ii7.1246,917,695 2.9 215,343,17522.7 31,574,520Total...............

2 Amount includes mortgages terminated.

declined both in volume and as a proportion of the total transfers 
taking place during the year. Cumulatively through 1940 their 
purchases totaled almost $247,000,000, or 22.7 percent of total pur
chases, considerably less than the percentage of total purchased by 
National and State banks and insurance companies. The volume of 
Federal agency sales, however, has been quite small, only 2.9 percent 
of the total, or approximately $32,000,000. The difference between 
then* purchases and sales, over $215,000,000, exclusive of mortgage 
terminations, has been added to then* mortgage holdings.

State Distribution of Mortgage Transfers

Yearly Trend in the Transfer of Insured Mortgages

For each year since FHA began operations the volume of mortgage 
transfers, inclusive of resales, has shown an increase. They have risen 
from about $65,000,000 in 1935-36 to more than $400,000,000 dining 
1940. The volume of net mortgages accepted for insurance by FHA 
has also increased, or from approximately $559,000,000 in 1935-36 to 
more than $839,000,000 in 1940. Relatively, however, mortgage 
transfers have experienced a more rapid increase. Transfers repre
sented 11.6 percent of the net mortgages accepted for insurance during 
1935-36, and rose steadily each year until these transfers during 1940 
were 47.7 percent of the amount of mortgages accepted for insurance 
during that year.

Data concerning mortgage transfers and mortgage acceptances 
shown in Table 23 below.

At the close of 1940 mortgage transfers amounted to nearly $1,089,- 
000,000 and represented the purchase of insured mortgages secured 
by homes located in every State and Alaska, Hawaii, and Puerto Rico. 
This volume represented 35.7 percent of the total of over $3,047,- 
000,000 net mortgages accepted for insurance by FHA. Of the net 

l ortgage purchases by the Federal agencies have contributed sub- acceptances, 27.6 percent had been purchased by private financing
s antia y to the activity of the market for insured mortgages, as institutions and 8.1 percent by the Federal agencies. Among the

a e 24 indicates. In 1940, however, purchases by Federal agencies States great variations exist in the percentage which purchases bear
to mortgages accepted for insurance, and the percent of acceptances 
purchased by private institutions and Federal agencies. In Wyoming, 
for example, purchases were 70.6 percent of acceptances, while they

Private institution purchases

arei
ij

Purchases and Sales by Federal Agencies!

Table 23. Trend of transfers and acceptances: Face amount of net 1- to 4~family- 
transfer8^1936-1940 ^°T insurance, and premium-paying mortgage

only 3.7 percent in Vermont.
___ 59.3 percent of acceptances in Delaware and but 3.7 percent in
California, while the Federal agencies purchased 42.2 percent of tho 
mortgages accepted for insurance on Florida homes with no mortgage 
purchases in Nevada, New Hampshire, Vermont, and Hawaii. Data 
for all States are presented in Table 25.

were
were

Cumula
tive trans

fers as a 
percent of 
cumula

tive accept
ances

Mortgage transfers 1 Yearly transfers as a 
percent of mortgagesNet mortgages accepted

Year
Cumulative

total
Added
during
year

Cumula
tive ac
cepted

Yearly in
crease Cumulative

total
During year

$64,730,544 
115,413,128 
199, 264,860 
308,850,215 
400, 591,159

$64, 730, 544 
180,143, 072 
379.408, 532 
688,258, 747 

1,088,849, 906

1935-30___
1937..........

$559. 273,916 
376, 676. 757 
593,158,510 
679, 229, 994 
839,079,839

$559, 273,916 
935,950,673

1, 529. 109,183
2, 208, 339,177 
3,047,419,016

11.611.0 11.6 :30. 6 19.212.31938 as33.6 13.01939 45.5 14.01940 ;47.7 35.713.1

1 includes resales but excludes inter-Federal agency transfers, as determined by FIJA ropQrda, i
i
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■
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TERMINATIONS, FORECLOSURES, AND DELINQUENCIES

During the six years 1935-40, theFIIAliasinsured 634,023mortgages 
of which 582,936, or 91.94 percent, were in force on December 31, 
1940. On 51,087, or 8.06 percent, the insurance had been terminated. 
Of the mortgages terminated, 268 had been found ineligible for in
surance after the payment of the insurance premium, 102 had matured, 
13,973 were refinanced with new insured mortgages, and 33,936 had 
been paid in full prior to maturity.

The balance of the terminations, or 2,808 cases, represented mort
gage foreclosures. Of these the mortgagee retained title to the prop
erties, in 497 cases, thus surrendering claims for insurance, and had in 
2,311 of the foreclosed cases, transferred property title to FHA in 
exchange for debentures.

To the 2,808 mortgages with foreclosures completed at the end of 
1940 must be added(739) foreclosed mortgages secured by properties 
which were still held by the mortgagees subject to redemption by the 
mortgagor or with claims pending for insurance. These comprise a 
total of 3,547 mortgage foreclosures by mortgagees, or 0.56 percent of 
the total premium-paying mortgages through 1940, and 0.50 percent 
of the net mortgages accepted for insurance.

Delinquencies of insured mortgages have shown a downward trend 
for the last 3 years, a mortgage being considered delinquent when the
Table 26.—Stains of terminations, foreclosures, and delinquencies: Number and 

percentage distribution of total 1- to 4 family home mortgages insured by FHA, 
cumulative 1935-1940

57i!

\ ; )
■

Federal agency 
purchases 1

Total purchases; Private institutions*
Net

mortgages 
accepted by 

F1IA to 
date

Location of 
property: As a 

percent 
of net 

accept
ances

As a 
percent 
of net 

accept
ances

As a 
percent 
of net 

accept
ances

1 Amount Amount Amount' :

i Alabama
ArizonaArkansas........California

ggSU....FSffir- «.
Florida...............
Georgia
Idaho
Illinois..............
Indiana
Iowa
Kansas.--— 
Kentucky
Louisiana
Maine---------

sssst- ..Michigan-.........
Minnesota,
Mississippi
Missouri................
Montana
Nebraska

yew Jersey 
yew Mexico.........Sfe.OhioOklahoma

t2S?J
Tennessee
Texas......................
Utah
Vermont
Virginia........ .........

Wisconsin..........
Wyoming 
Alaska
KmRi'co"

$25,702,472 $6,07.. 955
14.412.440 5.9.., 423
13.552.400.......  4.210.125

553,507. 54G 24. 505.105
2G.203.56S >3- 550

..29.305,845. ...10,272.200 
0.570.100 4.010.804

13.272,250 5.3S7.G30
...74,475,901. .. 47.681,442 

40,437,252 15,402,105
11.610,355 4,488.240

..203.093,944 .. 98,730,392 
102.5S9.141 30,065.612
24,917,599 5,951,690

...33,289,217. -16.605,495
SJ&SJ Vesawo 

-ASS- -n.fi
..245,’ 773]075. ..129,85J 720. 

40,392,45-1 14-739,991
18,284,6S9 7,385, /08

...70,337,S97. -34,708,095. 
8,377,041 1.235.300

10,113,919 5,701,950
....4.912,205.............. 200,025

5,075,451 107,380

,.!SiaS.-SIS!S 
IkSS ‘SS

"186:670:575' 56,90i: 132
42, 50-1,342 25,090,960

...19,954,100..........  5,500,000.
172,431,816 81,160,514

...SKS... i&s
£g?:S

25.9
41.5

$1, 727,100 
1,779,297 

..2,953,135. 
3, 971,950 
1,050,100 

....375,780. 
120,200 

1, 210, 750 
.31,457,340. 

5, 752, 200 
633, 700 

.32,715,050. 
7, 335,200 

823,300 
..5,244,955. 

4,644, 030 
2,020, 500

........70,500.
3,885, 550 

48,100 
.45,917,050. 

571, 080 
3,007,680 

.1,628,600.
594. S00 

2,810,350

i 0.7 H 950,885 
I 12.4 1,108.120
........21.8. ..1,202,990

.7 20,530.155 
4.0 12,434.450

....ii -i’SSS

......ill .16,’224,’102
12.4 9,649,905
6. 5 3,854, 540

........ 16.1. .60,015.342.1............32.4

..in -aais
11.0 3,754,000

..........1.2........... 339.800
7.5 13.40S.300

1,888,030
83,933,670.|.......... 34.1

1.4 14,108,311
16.4 4,378,028 

........ 2.1.1.33, 139,495
040, 500

17.4 2,951,000
..........................200,025
................ 107,380

2.2 57,209,058
....28.4. ..1,049,S00.|...........12.0

2.1 119,858,049
8.0 13,907,050

...585,040.|............19.5
.7 55,587,832

35.0 9,920,380
.......... 6-4. -.3,690,400 |............18.5

.2 80,738.004 
1-124,000

.5,960,000 |...........32.2
540, 250

-12-0- -48, 40l’, 086.1...........34.7

“itS- ■!!»'...... 31-5
10.1 4,712,750

4. .12,031,950.1........... 31.5
37.6 3, 630, 690

3.000 
20,000.

19.2' 29.1 
........ 9.3........31.1; 4.4

1 3.751. 5 47.5........ 35.1?
;

33.861.11 59.340.6 31.4........64.0: 21.833.2 20.81 38.7 33.2........48.5: 29.3: 22.223.9 20.0------ 49.9. ..........34. 1*
55.0 38.2i 25.1 14. I.........6.8. ......... 5.0

20.033.5I ' 7.2 ....18.1 7.0........ 52.8.
30.5 35. 140.3 23.9-...45. 5. 43.414.7 7.1 7.035.7 18.34. 1 4.13.3 3.337.9 3, 539,904 

..2,368,050. 
4,902,085 
2,881,070 

....208,000.
1.313.000 

15,164,580 
..1,870,200.

422,450 
100, 250 

..3,647,609. 
77,900 

6,448,150 
18,044,929.
1.872.000

.'3,‘439,’740.* 
8,299, 500 
3, 70S, 100 

...103,000. 
4,141,140 

730, 961

'245,866 '

35.7....41.0.
53.9 51.840.9 38.9....28.4. ........ 8.9.
30.5 29.858.9 23.3. ..27.9.
47.0 Mortgages40.8 Percent 

of total
10.6 -19:?. 9.7 Status or disposition-..51.9.

018,150 
22,959,620 

-139,573,227. —66,4-16,015. 
22.313,015 8,893,725
5,239,087 195,475

—58,880,449. ...22,002,760.

28*8!
-liSKtfS- -,3'°H9W-

1,512,460 
—6,164,670.

2.405,000

10.0 Number Percent1.3 8.7B (j 51.5 37.0...47.6
TERMINATIONS:

Matured mortgages................................................................ .............................
Prepaid mortgages, refinanced through new insured mortgages........
Mortgages prepaid in full..................................................................................
Ineligible mortgages canceled...........................................................................
Properties retained by mortgagees after foreclosure...-f:;......................
Properties transferred to FHA after foreclosure - -«•..........................

Total terminations...........................................................................................
Mortgages in force...................................................................................................

Total mortgages insured........................................................................................

FORECLOSURES:
Subject to redemption or pending claims for insurance..........................
Properties retained by mortgagee...................................................................
Properties transferred to FHA.........................................................................

Total foreclosures..........................................................................................
Mortgages insured minus foreclosures...............................................................
Total mortgages insured

DELINQUENCIES:
Minor: reinstatement expected or indefinite......................................................
Serious: foreclosure imminent or started......................................................—-
Foreclosed properties held for redemption or pending claims against in

surance ..........................................................................................................................
Total delinquencies.............................................................................................

Mortgages In good standing.........................................................................................
Total mortgages in force.................................................................................................

39.9! 31.5 0.20 0.023.7 1023.7—37.3. 13,973 
33,936

27.35 
06.43

2.20
5. 3536.0 22:5

.53 .0430.5 26S20.4...31.9. 497 .97 .OS

7«
--iffigB-

4.52 .372,31170.0 33.048.5 48.3 .2 8.0651,087 
582,936

100.003 3 91.9410.0 10.0
Total 3,047,419,010 1,088,849,906 5 100.00631,02335.7 240,917,695 8.1 841,932,211 27.6

Includes the RFC Mortgage Company, the Federal National Mortgage Association, the Federal De
posit Insurance Corporation, and the U. S. Housing Corporation: excludes the transfer of 10,560 mortgages 
for $41,967,398 between the RFC Mortgage Company and the Federal National Mortgage Association and 
30 mortgages for $39,794 between the U. S. Housing Corporation and The RFC Mortgage Company. 
Figures arc based on FHA records of mortgage transfers.

3 These transfers arc on the basis of reports tabulated and audited by FHA, not as already recorded by 
individual institutions; hence, the amount actually transferred is somewhat larger.

1
739 20.84 

14.01 
65.15

.12
,0S497
.302,311

3, 547- 
630,470

100.00 .50
99. 44

I 034,023 100.00V
IJ 8,30-1 

1,900
75.84
17.41

1.42
! .33

739 6.75 .13! 10.949 
571,987

100.00 1.88
98. 12

582,930 100.00

:
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State Distribution of Terminations, Foreclosures, and Delinquencies

The State distribution of terminations, foreclosures, and serious 
delinquencies is shown in Table 28. The terminations and foreclo- 

related to the net mortgages accepted for insurance secured

mortgagee reports the mortgagor past due on one monthly payment. 
At the close of 1940 only 1.88 percent of the total insured mortgages in 
force had been reported delinquent, as compared with 1.97 percent 
and 2.45 percent delinquent at the end of 1939 and 1938, respectively.

Of the 10,949 mortgages either delinquent or under process of fore
closure subject to redemption or with claim filed for insurance through 
1940, minor delinquencies represented 75.84 percent. Serious delin
quencies, those cases on which foreclosure was considered either immi
nent or had actually been started, numbered 1,906 cases and amounted 
to 17.41 percent of total delinquent cases, while the remaining delin
quencies, 739 or 6.75 percent of the total, represented foreclosed 
properties either held by the mortgagee subject to redemption or with 
claim filed for insurance. Data on terminations, foreclosures and 
delinquencies cumulative through 1940 are shown in Table 26.

Yearly Trend of Terminations, Foreclosures, and Delinquencies

Total mortgage insurance terminations during 1940 increased sub
stantially over the previous year, numbering 22,829 as against 12,865. 
Cumulative through the end of these years, terminations amounted to 
8.06 percent of the mortgages insured through 1940, and 6.07 percent 
through 1939. Foreclosures in 1940 numbered 1,452, an increase of 
26.4 percent over 1,149 during 1939. On a cumulative basis, the 
3,547 foreclosures up to the end of 1940 represented 0.56 percent of all 
mortgages insured through 1940, compared with 0.45 percent through 
1939. These include foreclosed properties retained by the mortgagee, 
as well as those tendered to the Administrator in exchange for 
debentures.

The number of seriously delinquent cases increased by only 149 
during 1940, as against 896 in 1939; cumulatively on a percentage 
basis they represented 0.33 percent of the insured mortgages in force 
on December 31, 1940, and 0.40 percent at the close of 1939.

Table 27.—Trend of terminations, foreclosures, and serious delinquencies: Total 
1- to 4-family home mortgages insured by FHA, cumulative 1985-1940

sures are
Table 28.—State distribution of terminations, foreclosures, and serious delinquencies: 

Cumulative number of 1- to 4-family home mortgages insured, 1935-1940

Serious delinquencies4Foreclosures *Terminations3

Net mort
gages ac
cepted

As percent 
of accepted 
mortgages 

in force

As percent 
of mort
gages ac- 1 
ccptcd

As percent 
of mort
gages ac
cepted

\Location of property
i NumberNumberNumber

'
;• 0.22140. 40276.36«.822 

1*004 
........ ■*. 322.

JM ....it
12.034

....-SIS-1... «■'...... ?'6^-

.—-Si 027.

-------is! 207-1 1,420.5 a...ta-.. sat

434Alabama
Arizona
Arkansas.......................
California
Colorado
Connecticut.................
Delaware
District of Columbia
Florida...........................
Georgia
Idaho
Illinois...........................
Indiana
Iowa
Kansas.........................
Kentucky
Louisiana
Maine..........................
Maryland
Massachusetts
Michigan....................
Minnesota
Mississippi
Missouri......................
Montana
Nebraska
Nevada........................
New Hampshire 
New Jersey
New Mexico..............
New York 
North Carolina
North Dakota......... .
Ohio
Oklahoma
Oregon........................
Pennsylvania 
Rhode Island 
South Carolina..... 
South Dakota 
Tennessee
Texas..........................
Utah
Vermont
Virginia......................
Washington 
West Virginia
Wisconsin............... .
Wyoming
Alaska
Hawaii..........................
Puerto Rico

Total________ _

.2710.35148.19328 ..........54..........35............... 81.1.............. 21...426.1..........9.86.
9,135 15181.182377.01 096.35257.70551 13..........59. .............. 7............. 35.440...........7.47. 3241.60227.51103 255.0517.95173 ..........39....48. .......... 71._____ 91.838...........4.38. 12.53 146-15,35644 .15.40

....26.1..............90.
5148.17289 ..25..........8.99............. 104......... 3,612.

1,821 .2459.23616.82 .2012.20139.29617 ..............1.01..........2.32............... 89........ 227.
.5531.92579.29576 .23.33 15225.35361 ........43...........8......... 24............1.18......... 8.19.166. .2628.37436.80788 .93442.1811812.85

.......... 6.81.
11.17

690 ....37..........71.............. 181. ................371.—-3,046. 
1,135 .2119.5657

.3016.93537.62436 30............51.........86.....157........... 7.85.

K
..... lo,36

449.133219 36145725465
122. 1.13131.1616225 .361141.113705.751,915 ,

..118.1.......... 5.09.
1,962

......... 09...........2............. 1............... 04.
.40177.773534.28 .1915.46395.80405 23.........2...65........... 6.

s 126
.......... 8. 29.

12.78
:■ .......... 77.

5,105
929. .301053239,955 

11,156 
.5,977. 
39,822 

2,5-12 
.4.875. 
2,111 

11,991 
.36,423. 

5,9S3 
1,563 

.12,954. 
17,915 
5,113 

..8,403 
3,414

.535553596.69746 .30..............17.
9S

6
............28.

........18......... 11...........6.24.............373.
2,241 26.421675.63 25.87227.44189 ...61............ 80............. 39........... 5.42.204. .214.90190.14103 .2832.83095.25029 30.......... 105.........25...............91...........4.31-........ 1,571.■ .1910.4829; 9.695S0 1.40191.3421J3.31

.6.00.
20S 16...20.........52..............GS.777. 18.32578.851,586Terminations Foreclosures Serious delinquencies 291420105. 87300 ...... 3244............24............ 37......... 895-1.......10.65.

17.66 
12.28 
11.09.

.329IS6603Cumulative 
through end 

of year

Cumulative 
through end 

of year

Cumulative 
through end 

of year

29142342 30............ 4-.169........ 1.524
439Year Number 

for the 
year

Number 
for the 
year

.29Number 
for the 
year

1,906503. 5477.1851.0S7711,177
Percent 
insured 
mort
gages 

in force

Based on 634,023 insured
mortgages................ --

Based on 582,936 insured 
mortgages outstaud- 
ing..............................---

Percent 
of total 
Insured

30Percont 
of total 
insured

56..8.00.Number Number Number

33

aro not available by State location of property.

NlfiSSS ■,95 95 0.41 21935 2 0.01 (') (01,302 
5,005 
8,871 

12,805 
22,829

1,457 
6,522 

15, 393 
28,258 

* 61,087

1.45 30 0.051936 32 .03 45 45
3.22 218 .192501937 . 12 334 370
4.93 09G .291938 946 .30 482 8610. 07 1,149 

1,452
2,095
3,647

.401939 .45 806 1,757 
1,9068.00 .331940 .60 149

* Includes 13,973 prepaid mortgages refinanced through FHA.• Not reported.
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by properties located within each State in order to yield a comparison 
of insured cases terminated with the volume of insurance written in 
each State. The serious delinquencies are compared to insured 
mortgages in force to serve as an indication of possible subsequent 
foreclosures among those outstanding as of December 31, 1940.

A comparison of terminations, foreclosures, and delinquencies with 
premium-paying mortgages is also given but only for total premium
paying, such data not being available by State break-down. The 
ratio of terminations and foreclosures to the total net mortgages 
accepted for insurance in all States is 7.18 and 0.50 percent, respec
tively, while the ratio of serious delinquencies to accepted mortgages 
in force for all States is 0.29 percent.

TRENDS AND DISTRIBUTION OF NEW AND EXISTING 
HOME MORTGAGES

This section is devoted to the yearly and monthly quantitative trends 
in new- and existing- home mortgages accepted for FHA insurance and 
to a State distribution of 1940 mortgages. New homes are defined as 
those constructed under FHA inspection or completed not more than 
12 months prior to FHA insurance; existing homes are those more 
than 1 year old at time of acceptance for insurance.

Monthly Trend of New and Existing Home Mortgages

The yearly volume of mortgages on new homes has increased from 
$60,248,256 in 1935 to $721,462,431 in 1940, whereas the volume of 
existing-home mortgages has declined slightly since 1936 to $159,- 
002,448 in 1940. In consequence of the marked increase in volume of 
new-home mortgages and of the simultaneous decrease in volume of 
existing-home mortgages accepted for FHA insurance, the proportion 
of new homes increased from approximately 40 percent in 1936 to
CHART 13—VOLUME OF MORTGAGES ACCEPTED FOR INSURANCE, BY

MONTHS, 1935-1940

FEDERAL HOUSING ADMINISTRATION;
; j

over 80 percent in 1940. This latter percentage noticeably exceeds 
the 75 percent minimum proportion of new-to total-home mortgages 
required by the 1939 amendment to the National Housing Act.

Although the total dollar amount of new-home mortgages accepted 
for FHA insurance increased sharply over-the 6-year period, the 
average face amount of principal has declined steadily. Therefore, 
the benefits of home ownership under the FHA plan have reached an 
even larger number of families than the actual yearly dollar increase 
indicates.
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In October of 1940, FHA accepted for insurance over $77,000,000 
of new-home mortgages, the greatest monthly volume to date. Dur
ing the 1940 calendar year, moreover, new-home mortgage accept- 

exceeded $50,000,000 in 9 of the 12 months. By number, this 
monthly volume represents about 12,000 to 17,000 home mortgages.

Chart 13 presents not only the substantial yearly growth in the vol- 
of new home mortgages accepted for FHA insurance, but also

'

■} ances
!
!■

Itume
the fluctuations within any calendar year. The wide fluctuations 
obviously reflect in large degree the seasonal character of the home 
building industry. The seasonal pattern is to some extent obscured,

Table 29.—Trend of new and existing home mortgages: Gross number and fact, 
amount of 1- to 4-family home mortgages accepted for FHA insurance, 1935-1940 I

New homes as 
a percent of 

total1
TotalExisting homes 1New homes >

Month and year

Amount Number AmountNumberAmount Number AmountNumber
i 35.3$170,594,864 

438,449,153 
449,600,0S2. 
650,160,101

29.329,787 $110,346,608 
64,049 ;226,169,352 

..55,111. 200,651,725. 
199,197,893

13,667,339 
12,8S0,003 

.17, 516,165. 
18,078,000 
10,498,280 

.18,055,900. 
12,524,380 
13,070,5S0 

.13,949,060. 
15,265,898 
13,162,289 

.11,440,168. 
46,491 179,108,062

42,147 
109,611 

.108,663. 
149,702

$60,248,256 
212,279,801 
248,9-18,357. 
450,962,208

12,300 
45,562 

..53,552. 
97,645

1935 48.441.6 (1936 ....49.3____ 55.4 .11037.............................

1939:
January
February
March.......................
AprU
May

....................July
August
September...............
October 
November 
December................

69.465.2I 52,057
;!64.0 67.842,510,239 

41,364,703 
.63, 698,844. 
65,014,230 
73,965,974 

.82,976,124. 
52,865,525 
62,153,775 

.62,633,511. 
74,755,638 
65,583,733 

.53,542,468.

9,997 
9,827 

..14,939. 
15,085 
17,266 

..19,118. 
12, OSS 
14,044 

-.14,167. 
16,819 
14,754 

..12,118.

I’Z
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28,842,900 
28,484,700 

.40, 182,679. 
46,930,230 
51,467,694 

.64,920,224. 
40,341,145 
49,083,105 

.48,084,451. 
59,489,740 
52,421,444 

.42,102, 300.

6,390 
6,387 

10,287.
10.407 
12,057

-.14,359. 
8,790 

10, 709 
..10,609. 

13,020
11.408 

...9,2-12.

05.0 68.9
....08.9......... 72.5

;'• 72.269.0
69.8 73.6

j f....75.1......... 78.2
72.7 76.3
76.3

!___75.3.
77.4 :
77.3 79.9 .

....70.3......... 78.6 >:72.7 75.8170,222 741,064,764123,731 501,950,702Total 1939 i
i1940:

January
February
March.......................
AprH
May
Juno______ ______
July
August
September.............
October
November
December................

Total 1940

!74.9 76.7 •49,153,237 
44,918,435 

.63,853,801. 
77,025,956 
77,736,246 

.85,374,200. 
88,064,400 
91,682,240 

.84,770,359. 
92,731,815 

; 66,774,200 
.57,779,990.

11,144 
10,409 

..14,695. 
17,717 
17,906 

..19,694.
20, 339 
20.9S5

..19,426.
21, 279 
15,321

11,440,837 
10,397,735 

.12,492,270. 
15,252,756 
14,345,846 

.14,195,200 
14,658, 500 
15, 767,040 

.13,632, 259. 
15,291,615 
10,855, 200 

. 10,667,190.

37.706.400 2,792
34,520, 700 2,010

.51,361,531____3,111.
61.773.200 3,751
63.390.400 3,604

.71,179,000___ 3,040.
74,005,900 3,711
76.915.200 3,917

.71,138, 100------3,431.
77.440.200 3,843
55,919, 000 2,783

.47,112,800. .--2,665.

8,352 
7,799 

..11,584. 
13,966 
14,242 

..16,054. 
16,628 
17,068 

..15, 995. 
17,436 
12,538 

..10,671.

74.9 76.9
....78.8......... 80.4

7S.8 80.2
79.5 81.5

--..81.5......... 83.4
81.8 83.5
81.3 82.8

....82.3____ 83.9
81.9 83.5

■81.8 83.7
..13,336. —.80.0. —.81.5 . !202,251 |S80,464,879 80.3 81.9159,002,44839,918721,462,431162,333 ■ !

i For the months January 1935 through April 1936, net mortgages on homes accepted any time after 
oomnlction of construction arc included In this table as existing homes. Beginning with May 1936, gross 
mortgages*on homes accoptcd within 12 months after completion of construction are Included as new 
homes.

!
i1936 19371935 1936 1939 1940 ! ;

;
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State Distribution of Mortgages Accepted in 1940

California, with nearly $132,000,000 new-home mortgages accepted 
for FHA insurance in 1940, accounted for almost twice the volume of 
Michigan, the second ranking State, which reported about $68,000,000. 
New York, with almost $52,000,000 new-home mortgages, stood third.

In refinancing mortgages with FHA insurance, Illinois surpassed 
all other States by attaining a level of $27,000,000 in 1940. This 
volume greatly exceeded that of all other States except California.

New-home mortgages as a percent of all mortgages accepted for 
FHA insurance in 1940, varied widely among the States. For Texas, 
95.9 percent of the dollar volume covered new-home mortgages, for 
South Carolina 94.5 percent, and for Florida 93.7 percent. For New 
Hampshire and Maine, only 50.2 and 52.4 percent respectively of the 
mortgages accepted for insurance were secured by new homes. State 
and regional shifts in industry and population, as well as the relative 
extent and duration of previous building activity, strongly influence 
these interstate differences.

63

however, by such extraneous factors as the sharp initial growth of 
FHA, the recession of the autumn of 1937, the liberalizing amendment 
of 1938 and the lag between construction, mortgages selected, and 
mortgages accepted for insurance. Nevertheless, unmistakable 
sonality characterizes FHA activity.

Experience indicates a tendency toward subnormal FHA activity 
from about November through February. During March, through 
May or June the volume usually reaches a yearly peak. The summer 
slump, which occurs about June or July, gives way to a secondary 
revival usually lasting from July or August until October.

Table 30.—State distribution of mortgages accepted for insurance: Gross number 
and face amount of 1- tof /rfamily home mortgages accepted for insurance by FIIA, 
1940 \/

sea-

Now homes as a 
percent of total

Now homes Existing homes Total
Location of property

Num- Num- Num- Num-Amount Amount Amount Amountber ber ber ber

Mortgages by City-size Groups

Almost four of eveiy five new-home mortgages accepted for FHA 
insurance are secured by properties located inside metropolitan 
districts. The proportion inside rose sharply from 1937 to 1938 
and then remained on a plateau from 1938 through 1940. See Table 
31 and Chart 14.

Practically all of the relative increase in FHA new-home loans inside 
metropolitan districts is attributable to the several city-size groups of 
less than 50,000 population. This appears to be largely the conse
quence of the population growth during the last 10 years, for, as also is 
indicated in Table 31, it is in these same groups that the increment in 
United States population from 1930 to 1940 was greatest.

Possibly one reason for the increase in the proportion of FHA 
new home mortgage insurance inside metropolitan districts is that 
the 1938 amendment permitted more liberal terms of purchase which 
brought new home ownership within the reach of many urban tenants.

Inasmuch as home ownership has more typically characterized 
families dwelling in small towns than those in large cities, it appears 
normal that the greater relative gains should have taken place inside 
metropolitan districts than outside.

That most of this increase occurred in the so-called rural nonfarm 
places and in incorporated places of less than 2,500 population 
probably results jointly from the fact that in these satellite areas land 
prices and construction costs tend to run noticeably lower than those 
in the central cities and that these generally are the areas in which a 
house can be bought at a price low enough to permit financing within 
the $5,400 mortgage principal limitations which give the home buyer 
the advantage of the more liberalized FHA plan.
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LOCATION OF PROPERTY COVERING MORTGAGES ACCEPTED 
BY CITY-SIZE GROUPS, 1937-1940

FEDERAL HOUSING ADMINISTRATION

CHARACTERISTICS OF INSURED HOME MORTGAGES

Conditions increasingly favorable to buyers have been made avail
able under the FHA plan of amortized financing of new-home mort
gages. The annual family income of the typical (median) new-home

CHART 15—TRENDS IN HOME MORTGAGE FINANCING UNDER THE FHA
PLAN
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mortgagor of 1940 amounted to $2,381, some $433 under that of the 
1936 new-home purchaser. Similarly, the median monthly payment 
to principal and interest of $25.39 for 1940 new-home buyers had 
declined about $7.37 from the 1936 level, the first year for which data 
are available.

Inasmuch as the relative drop in mortgage payment exceeded the 
drop in income level during this period, payment as a percent of the 
borrower’s income declined also. By 1940 this percentage for new- 
home buyers had declined to 12.8.

Total valuation of the typical new home purchased in 1940 under 
an FHA-insured mortgage was $5,059, an amount $823 below that 
of the typical 1935 new home. A partial explanation of this lower 
price is the decline in number of rooms. The median number of 
rooms in new homes had dropped to 5.6 in 1940 from 6.2 in 1936. 
Property valuation increased to 1.97 times the borrower’s annual 
income in 1940 from 1.90 in 1936. This relative increase in the face 
of a substantial drop in valuation, of course, resulted from the even 
larger proportional decline in typical borrower’s annual income.

Despite the marked decrease in income level and in property valua
tion, the typical new-home mortgage of $4,358 for 1940 constituted 
a decline of only $54 from 1935. This negligible decrease in mortgage 
principal concurrent with the sharp drop in property valuation largely 
was made possible by the 1938 amendment enabling the FHA to 
insure mortgages having a higher loan to value ratio.

Typically, under the FHA plan, the 1940 new-home buyer mort
gaged his home for 87.0 percent of its valuation, compared with 76.1 
percent for 1935. Also, his 1940 mortgage covered a term of 25 years, 
whereas in 1935 the typical term was 19.3 years. The 1938 amend
ment raised the maximum permissible term from 20 to 25 years. 
This increased mortgage term bears directly upon the previously 
mentioned reduced monthly mortgage payments, inasmuch as the 
interest and mortgage principal are amortized over a 6 year longer 
period.

For existing-home buyers, mortgage-financing conditions under the 
FHA plan also became more liberal, although not to the same extent 
as for new-home buyers. The existing-home buyer of 1940 earned 
$2,485, a decline of over $100 from 1938. Mortgage payments 
declined to $24.51 in 1940, almost $4 below the 1937 payment. Ratio 
of mortgage payment to income declined to 11.8 percent for 1940.

The typical existing home purchased in 1940 under the FHA plan 
was valued at $4,770, a noticeable increase over 1939 and 1938.

The amount of principal of existing home mortgages increased to 
$3,687 in 1940, a figure about $342 above that of 1935. During the 
same period, ratio of loan to value increased from 73.1 to 76.8 percent, 
and mortgage term from 16.0 to 20.0 years.

FEDERAL HOUSING ADMINISTRATION;;
Mortgage Principal

Mortgages of $3,000 to $5,999 represented 78.4 percent of all new- 
home mortgages accepted for insurance in 1940. This constitutes a 
substantial increase from 56.5 percent in 1936. The more favorable 
terms to new-home buyers with mortgages under $5,400 permitted 
under the 1938 amendment has probably contributed to this increase. 
Concurrently, the proportion of new-home mortgages of $6,000 or 
more decreased from 23.2 percent in 1936 to 10.7 percent in 1940.

Existing home mortgages of $3,000 to $5,999 likewise increased 
from 46.0 percent in 1936 to 55.4 percent in 1940, an increase greater 
than that for new-home mortgages. The percentage of existing home 
mortgages in each mortgage principal interval from $8,000 up and 
below $3,000 is substantially larger than for new-home mortgages.
CHART 16—ORIGINAL PRINCIPAL AMOUNT OF MORTGAGES ON NEW 

AND EXISTING HOMES INSURED DURING 1940
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Table 32.—Amount of mortgage principal: New and existing, 1- to 4-family home 
mortgages accepted for insurance by FHA, lbob iit4U__________________
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$3,977 
3,6S7

$3,615 
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;i)Duration of Mortgage

Some 63.8 percent of the new-home mortgages accepted for FHA 
insurance in 1940 were to be amortized over a 25-year period, the 
maximum allowable term. This represents a sharp increase over the 
37.9 percent figure for 1939 and the 29.6 percent for 1938. Only 3.5 
percent of the new-home mortgages accepted for insurance in 1940 
will mature in less than 20 years, whereas the comparable figure for 
1935 approximated 73 percent. Prior to 1938, the FHA was not 
authorized to insure mortgages having a term of more than 20 years..

Over half, 52.1 percent, of all existing-home mortgages accepted in 
1940 had a duration of 20 years. The comparable figure for 1935 was 
21.0 percent.

CHART 17—DURATION OF MORTGAGES ON NEW AND EXISTING HOMES 
INSURED DURING 1940

Ratio of Loan to Value

Over two-thirds, 66.8 percent, of the new-home mortgages accepted 
for FHA insurance in 1940 represented from 86 to 90 percent of the 
total property valuation. Moreover, only 8.2 percent of the 1940 
new-home mortgages covered less than 76 percent of the property 
valuation, a precipitous decline from the 48.4 percentage of 1935. 
In 1938, the maximum ratio of loan to value for new-home mortgages 
was raised from 80 to 90 percent.
. Although the upper limit of 80 percent for existing-home mortgages 
has not been raised, the proportion of buyers obtaining a loan to 
value ratio of 76 to 80 percent has increased from 40.3 percent in 1935 
to 63.3 percent in 1940. Thus, buyers of both new and existing homes 
usually avail themselves of ratios very near the top limit.
CHART 18—RATIO OF LOAN TO PROPERTY VALUE, FOR MORTGAGES 

INSURED DURING 1940
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Table 33.—Duration of mortgage: New and existing, 7- to It-family home mortgages 
accepted for insurance by FHA, 1986-1940
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TERM O F
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Table 34.—Ratio of loan to value: New and existing, 1- to 4-family home mortgages 
accepted for insurance by FHA, 1986-1940
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!
difference between new and existing homes narrowed markedly over 
the period of FIIA operation. In 1936 the valuation of new homes 
exceeded that of existing homes for each dwelling unit size by from 
almost $1,100 to over $3,400, whereas in 1940 on one extreme the 
three-dwelling unit among existing homes exceeded the valuation of 
new homes by almost $1,000, and on the other extreme the greatest 
new homes margin amounted to only about $1,100.

Although the total property valuation increases with the number 
of dwelling units covered by the mortgage, the dwelling unit price 
decreases with each increase in number of units. Thus, the valuation 
of new homes averaged $5,199 for a single-family home, $3,488 for 
each unit in a new two-family home, $2,644 for each unit in a three- 
family home, and only $2,493 for each unit in a four-family home. 
Except for the four-family units, this same kind of relationship among 
family units obtains for each year for both new and existing homes.

Property Valuation

CHARACTERISTICS OF PROPERTIES ill
*Analyses of properties securing mortgages accepted for FIIA insur

ance cover property valuation, number of rooms, garage capacity, 
exterior material of construction, and land valuation of properties 
inside and out-side metropolitan districts for single-family new and 
existing homes.

-

i!
!luDwelling Units and FHA Valuation

Some 99.0 percent of all new-home mortgages accepted for insurance 
in 1940 were secured by single-family homes. Two family structures 
constituted 0.7 percent of the total. Four-family homes, 0.2 percent 
of total, were twice as numerous as the three-family structures. Even 
as early as 1936, about 95.4 percent of the homes underlying FHA 
accepted mortgages were of the single-family type.

Existing homes securing mortgages accepted for FHA insurance 
also are predominately single-family structures, although somewhat 
fewer in proportion than is true of new homes. About 92.7 percent 
of existing homes contain only one dwelling, 6.1 percent contain two 
dwellings, and 0.7 percent contain three dwellings. More of the 
existing homes have three dwelling units than have four dwelling units.

Average valuation of new homes has declined for each dwelling unit 
size. Valuation of single-family homes decreased over $1,100 from 
1936 to the 1940 level of $5,199. For four-family homes the drop 
of $2,672 from 1937 to the 1940 average of $9,971 was even greater.

With existing homes, property valuation declined slightly for one- 
family and for four-family structures. But for two-family and for 
three-family structures, property valuation increased somewhat. This 
is contrary to the FHA experience on new homes. The valuation

i;

: !'.
:

!
:
i

Well over two-thirds, 69.0 percent, of the new single-family homes 
securing mortgages accepted for FHA insurance during 1940 were 
valued at from $3,000 to $5,999 for house and lot combined. Each 
year the proportion of homes in this valuation bracket has increased. 
Conversely, with each valuation group above $8,000, the proportion 
of new homes has decreased yearly until in 1940 only 5.6 percent of 
the new homes were valued above $8,000. In 1936, new homes 
valued above $8,000 were relatively four times as numerous, 21.3 
percent of the total. See Chart 19 and Table 36.

Existing homes are distributed in about the same pattern as are 
new homes. Relatively three times as many existing homes as new 
homes, however, are valued under $3,000. Existing homes also 
relatively outnumber new homes in all valuation groups above $7,000.

Table 36.—Property valuation: New and existing single-family home mortgages ✓ 
accepted for insurance by FHA, 1986-1940 *

:
i

Table 35.—Size and average FHA valuation of dwellings: New and existing home 
mortgages accepted for insurance by FHA, 1986-1940

<
i

■i
Existing homesNew homes

Number of units !
10401930* 1939 1940 1930* 1937 1938 19391937 1938i Percentage distribution of existing homesPercentage distribution of new homosi

Property 
valuation 1PERCENTAGE DISTRIBUTION 19401938 19391936J 1937 *1939 19101937 19381930

Ham*Jy............................
4-family.......................

Total....................

95.4 95.7 97.0 98.5 -91.9 92.5 92.7 92.709.0
rt

02.7
3.2 3.0 1.9 6.0 6.9 0.4 6.2 1.21.2 0. 1 1.0 1.50.1 3.3 1.60.3 0.1 0.1Less than $2,000 

$2,000 to $2,999
$3,000 to $3,999.........
$4,000 to $4,999 
$5,000 to $5,999
$6,000 to $6,999.........
$7,000 to $7,999 
$8,000 to $9,999 
$10,000 to $11,999... 
$12,000 to $14,099 
$15,000 or more

Total

Average valuation 
Median valuation

0.7 !9.8.4 .2 . 1 .6 .7 .6 .7 12.0 11.3.4 1 .5 12.32.6 12.94.8 3.7 3.10.3'2 • '1.0 .0 .3 ...23.0. ___21.7.2 .7 .5 .5 .6 .5 ...22. 6....14.4. . .14.4. ...15.2. ...10.5. ...18.0. ...20.7. ...21.1.
22.522.520.4 21.424.9 26.8 19.420. 1 23.517.5

100.0 100.0 100.0 100.0 17.3100.0 100.0 100.0 100.0 100.0 100.0 15.6 15.924.3 23.6 14.5 10.122.817.9 10.7
...9.9. ...10.6____10.1. ...10.2--------10.8...12.8. ...14.3. ...17.9. —18.6. ...16. 5.

6.16.1 5.86.4 0.50.4 5.70.4 7.59. 1 :■

AVERAGE PROPERTY VALUATION 2 5.0 5.55.13. 8 6.4 6.09.0 5.7 4.410.6 ;.—1.0..........2.8.......... 2.0.......... 2.3.......... 2.2............2.4....1.8..........1.2.....3.7.-1:1- 1.61.61.6 1.5.6 1.91.0 .52.4$6,336 $5, 978 
7,231 
9,045 

12.643

$5, 530 
7,310 
7,979 

11,375

$5,352 
7,190 
7,450 

10,442

$5, 2441- family—
2- family—
3- family..
4- family..

Total.

$5,199 
6,976 
7,932 
0,971

$4, 890 
5,989 
7,628 
9,208

$5,069 
6, 140 
8,386 
9, 545

$5,030 
6,216 
7,083 
8,232

$5,179 
0, 26S 
8,901 
8.844

1.0 1.11.41.2.4 .3 1.81.9 .82.9(3)(J) 88 100.0 100.0100.0100.0100.0 100.0 100.0100.0100.0100.0 V!(3) .
$5,030 

4,629
$5.179 
4,770

$5,069 
4,028

$5,199 3 $5, 244 *$5,170 
5,059 * 4,673 * 4,733

$5,978 $5,530
5,524 5,334

$5,352 
5,245

$6, 255 
5.625

6,436 6,092 5,587 5,380 5,223 5,353 4,975 5,2965,179 5,137

V
* Computations based on insured mortgages.
»Includes FHA valuation of house, other physical improvements, and land. 
J Data not available.

* FHA valuation includes value of house, all other physical improvements, and land.
* Computations based upon single-family home mortgages insured.
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CHART 19—FHA VALUATION OF NEW AND EXISTING HOMES, 1940 CHART 20—NUMBER OF ROOMS IN NEW AND EXISTING HOMES, 1940

■;
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$4,000 $6,000$ 3,000 $5,000 $7,000 $ 0,000UNDER $10,000
$4,999 $5,999 $6,999$3,999 $7,999$ 3,000 $9,999 OR MORE i

PROPERTY VALUATION

Number of Rooms

Almost half, 47.1 percent, of the new homes securing mortgages 
accepted for FHA insurance in 1940 contained five rooms. Another 
21.7 percent in 1940 had four rooms, compared with 9.4 percent lor 
1936. This obviously is one of the reasons for the decline in average 
valuation over the several years of FHA operations.

For existing homes, the six-room house was most numerous, repre
senting 35.2 percent of the total in 1940. The five-room house was 
second, with 32.4 percent. Existing homes of eight or more rooms 
made up 10.4 percent of the total, as against only 1.1 percent for new 
homes of the same size. Seven-room houses also are relatively much 
more numerous among existing than among new homes.
Table 37.—Number of rooms: New and existing single-family home mortgages 

accepted for insurance by FHA, 1936-1940

Three of every four new homes securing mortgages accepted for 
FHA insurance had garages; more than one in five had a garage 
with two-or-more car capacity. However, the proportion of houses 
being built without garage facilities has increased yearly. The pro
portion built with multi-car garages has declined yearly.

Table 38.—Garage capacity: New and existing single-family home mortgages 
accepted for insurance by FHA, 1940

Percentage distribution of 
existing homesPercentage distribution of 

new homes;
Property valuation 1 Multi-Multi- rNo 1-car

garage
No 1-car

garage
TotalTotal carcarI garagegarage garagegarageI

V
100.0 
100.0 

-100.0 
100.0 
00.0 

—100-0 
100.0 
100.0 

—100.0 
100.0 
100.0

12.458.320.300.0
100.0

--100.0-
!00.0
100-0

-100.0.
100.0
100.0

--‘OO.O.
100.0
100.0

8.137.264.7Less than $2,000
$2,000 to $2,000
$3,000 to $3,099............—
$4,000 to $4,099 
$5,000 to $5,999
$6,000 to $0,999.................
$7,000 to $7,999 
$8,000 to $9,999
$10,000 to $11,099.............
$12,000 to $14,999 
$15,000 or more

Total

:■

14.461.424.23.758.038.3 ' ....15.9____61.0____23.1.25.0____56.4. ...18.0.Percentage distribution 
of existing homes *

i32.654.113.3Percentage distribution of new homes 21.950.327.8 (40.548.810.722. 124.8 53.1Number of rooms 1 ....8.8____44.1------ 47.1.5L8-"*2?:9-23.9 55.06.3 38.1 5-.14.31936 1037 1938 1939 1940 1938 1930 1940 01.134.14.840.540.79.8
,...3.5____26.5____70.0.! !-»8

___ 5.6. ...37.4.
72.32-1.23.53.7 27.5r 3 or less 1.1 1.0 0.8 0.9 0.9 0.6 0.0 0.0 84.114.579.8 1.4: 16.83.44 9.4 11.9 13.8 r.17.2 21.7 0.0 0.9 7.0

5. 33.3 41.4 48.2 49.1 47.1 30.0 32.4 32.4 100.0' 36.550.712.8100.022.653.024.4 i •6 33.2 30.2 28.4 27.8 25.7 33.2 34.7 35.2
7 14.0 10.6 0.5 3.8 3.5 17.0 14.7 14.4 Percentage distribution:8 5.5 3.3 .91.0 .8 7.6 6.6 100.0

100.0
100.0

0.4 30.550.712.822.0 100.0
100.0
100.0
100.0

53.024.419-109 or more. 3.5 1.6 .7 .3 .3 5.0 4.2 4.0 36.661.511.925.853.520.71939 36.151.212.751.8 28.220.01938Total. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 (2)(=)(=)31.748.819.51937...................
Average number. 
Median number.

5.8 6.5 5.3 6.2 5.1 6.0 5.96.1 Median valuation:6.2 5.0 5.7 5.7 $4,770
4,629
4,028
4,733

5.6 6.36.4 6.3 $5,622
5,402
5,533

$4. 444 
4,307 
4,315

$5,059 $4,073
5,245 3,8S3
5,334 3.82S
5,524 (5)

$5,054 
5,199 
5,329 
5,424

$4,848 
5,222 
5,038 
4,691

1040 ;.1930
^ Excludes bathrooms^toilet cmnpartmcnts, close ts.^ludls, storage, and similar spaces.

j yO,. vjDJyrk
% l

1938 (:)(3)1937 ;•
?i Includes FHA valuation of house, all other physical improvements, and land. 

* Data not available. I ■'^2 df?
\
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CHART 21—GARAGE CAPACITY OF NEW AND EXISTING PROPERTIES, 1940
NEW HOMES

FEDERAL HOUSING ADMINISTRATION I
i

Table 39.—Exterior material of homes by FHA valuation groups: New and existing, 
single-family home mortgages accepted for insurance by FHA, 1940 :

EXISTING HOMES I!BIRCENT

\>\Percentage distribution of 
existing homes

Percentage distribution of 
new homes ;Property valuation»

OtherWood Brick StuccoOtherWood Brick Stucco

t2.8i 5.27.0 8-1.8 7.29.3 4.6Less than $2,000 
$2,000 to $2,999
$3,000 to $3,999.............
$4,000 to $4,999 
$5,000 to $5,999
$6,000 to $6,999........... .
$7,000 to $7,999 
$8,000 to $9,999
$10,000 to $11,999........
$12,000 to $14,999 
$15,000 or more

All groups

Average valuation:
1940.........................
1939.........................
1938 .........................

Median valuation:
19-10.........................
1939 .........................
1938........................

79.1
9.8 10.3 4.18.9 75.87.7 (82.3 1.1

|
1

...10.7____71.0. ...11.1. ...14.2............3.7....4.4. ...23.3....61.6. ;
20.3 4.218.310.6 57.220.452.9 16.1 [3.544.0 29.4 23.18.133.3 18.739.9 1...29.5. ...47.0. ...15.8......... 7.7------  36.3------34.6. ...25.7............3.4 f27.8 4.69.1 29.5 38. 112.925.8 52.2

5.629.210.8 22.5 42.714.253.621.4! ...11.6. ...19.3___ 41.0. ...31.7............8.0...15.1....17.9. ...55.4.
i31.8 5.320.1 42.813.719.716.1 50.5

5.315.9 46.1 32.714.819.114.8 51.3i V
23.3 20.4 4.19.4 52.218.726.845.1

!$5,500 
5,521 
5,809

4,853
4,749
4,859

$6,272 
6,283 
6,238

5,797 
5,819 
5,752

$5,860
5,647
5,717

5,372
5,166
5,189

$5,172 
5,507 
5,771

4,868 
5,220 
5,355

$4,401
4,312
4,321

4,178
4,099
4,054

: $5,045 
5,123 
5,414

4,863
4,936
5,142

$6,169 
6,260 
6,507

6,044
6,152
6,233

; ;
!UNDER 54.000 55,000 

$4,000 $4,999 $5,999
S6.000 $8,000
$7,999 OR MORE

UNDER $4,000 $5,000 $6,000 $8,000 
$4,000 $4,999 $5,999 $7,999 OR MORE

VALUATION

Property valuation bears a direct relationship to the provision of 
garages. Thus, garageless houses occur primarily in the lower 
property valuations, whereas multi-car garages were reported pri
marily for homes valued above $10,000.

Exterior Material

Wood was used as the material of exterior construction in 45.1 
percent of the new houses securing mortgages accepted for FHA 
insurance in 1940. This was apparently attributable to the fact 
that these houses were predominantly moderately priced houses.

CHART 22—EXTERIOR MATERIALS USED IN NEW AND EXISTING HOMES,
1940

4,599
4,658
4,641PROPERTY

i Includes FDA valuation of house, all other physical improvements, and land.

Brick exterior predominates as the property valuation increases. 
For practically all valuation groups, stucco was used much more 
commonly for existing homes than for new ones.

Land Valuation by Property Valuation Groups

Land valuation of both new and existing homes located inside 
metropolitan districts exceeds that of homes located outside metro
politan districts for virtually every valuation group. Without excep-

CHART 23—PROPERTY VALUATION INSIDE AND OUTSIDE METROPOLI
TAN DISTRICTS, 1940

ii

: '
NEW HOMES EXISTING HOMES EXISTING HOMESPERCENT NEW HOMES PROPERTY

VALUATIONor I OTHER I: l TOTAL
r-

I :I .
i

75 4$
i: *

50

M :
! i1:

25 ;Itn
;

UNDER $4,000 $5,000 $6,000 $8,000 
$4,000 S4.999 $5,999 S7.999 OR MORE

UNDER $4,000 $5,000 
$4,000 $4,999 $5,999

$6,000 $8,000 
$7,999 OR MORE [IOUTSIDEINSIDE

METROPOLITAN DISTRICTS
OUTSIDEINSIDE

METROPOLITAN DISTRICTS !k PROPERTY VALUATION
u

ILit)
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76 HOME MORTGAGE INSURANCE FEDERAL HOUSING ADMINISTRATION 77 wTable 40.—Land valuation characteristics by 'property valuation groups: New and 

existing, single-family home mortgages accepted for insurance by FHA, 1940 ■percent of the new-home buyers earned less than $2,000 and 56.8 
percent earned less than $2,500. The comparable figures for 1936 
are 20.4 and 42.2 percent, respectively. That'home ownership has 
been placed within the reach of families of moderate incomes is further 
supported by the fact that in 1940 only 4.5 percent of the new-home ' 
buyers had incomes in excess of $5,000, whereas in 1936, some 14.6 
percent earned $5,000 or more.

Half of the new homes securing mortgages insured by FHA in 
1940 were purchased by families with annual incomes below $2,381. 
The income of the typical new-home buyer has declined each succes
sive year from the 1936 median of $2,814. Typical income of existing 
home buyers, however, has remained at approximately $2,500 from 
1936 to 1940. The trend toward smaller equity, smaller mortgage

CHART 24—ANNUAL INCOME OF NEW AND EXISTING HOME PURCHASERS
1940

i
:Now homes Existing homes

Inside metropol
itan districts »

Outside motropol- Inside metropol
itan districts » itan districts »

Outside metropol
itan districts a I !Property valuation»

1Average
land

valua
tion

Land as 
a per
cent of 

property

Land as 
a per
cent of 

property

Average
land

valua
tion

Average
land

valua
tion

Land as 
a per
cent of 

property

Average
land

valua
tion

Land as 
a per
cent of 

proporty

Less than $2,000...................
£2,000 to $2,999
$3,000 to $3,999.................
$4,000 to $4,999 
£5,000 to $5,999 
£6,000 to $6,999.................

&SS8S 
!!«!S......
$15,000 or more
All groups........................... ..

(3) (3) $199 11.0 $355 20.8 $262 16.6 :
$303 11.1 263 10.0 440 17.2 352 14.2

........ 402.......... 11.4. .. 343...±1 ..570. ....10.5. ........ 476. .........14.1
553 12.5 451 755 17.2 62S 14.5

l654 12.1 577 10.8 979 18.3 790 14.9
........ 848."1 ........ 60S.

....13.5...........  740..........11.8. —UM-

“JiS-...tsa.
....18.9. :I

2,675 
4.246 

........ 626.

........ 16.2
14.7 906 12.4 19.6 16.2
15.4 ...taas

........50S.

13.9 20.8 18.7
....16.4. ....14.6. ....23.1. ........ 19.3

18.0 16.9 24.1 21.0
18.7 18.6 25.6 25.2

— .13.1. —.11.0. —.19.2. ........ 15.2

Average: 1940 698 13.1 50S 11.0 1,054 
1,049 

—1,113.

i j 19.2 626 15.2
1939 770 13.9 53411 11.4 19.7 634 15.9 /1938............... "Ton —14.7............ 568..........11.9. — .20.6...........  683............16.9
1937 15.9 691 13.5

PERCENT or 
BORROWERS

PERCENT or 
BORROWERS1 Includes FHA valuation of house, other physical improvements, and land.

1 Data based upon metropolitan districts established in the 1940 Census.
* Computations excluded because of small number of cases involved.

tion, land valuation increases directly as property valuation increases; 
and land valuation tends to increase proportionally more than does 
house valuation.

25 25
NEW HOMES EXISTING HOMES

i 2020

X

ll 15

CHARACTERISTICS OF BORROWERS

Data relating to the income of borrowers whose mortgages were 
insured by the FHA are presented in this section of the report. 
These statistics are based upon insured mortgages and concern owner- 
occupant purchasers of single-family homes. They do not include 
properties owned by operative builders, absentee landlords, and 
similar investment mortgagors. Thus, the data attempt to cover 
primarily the great majority of typical home buyers, and to exclude 
the relatively few whose incomes do not bear a normal relationship 
to the mortgages or properties involved.

All mortgage payment data in this section concern only interest 
and amortization of principal. A buyer must also pay the lending 
institution monthly such additional items as real-estate taxes, water 
rent, special assessments, hazard insurance, mortgagee’s initial 
service charges, if any, and FHA mortgage insurance premium.

The first year, these supplementary items increase the buyer’s 
payment by about 35 to 40 percent above the net figures shown in 
these tables. Of course, these rates may vary sharply with the 
city, county, or State and may fluctuate from year to year.

Borrower’s Annual Income

Lower income brackets embrace increasing proportions of 
home buyers with FHA insured mortgages. In 1940 some 28.5

IO

pfl-gl-fl —=■ ■■ ■
; i

5y
i! $1,500 $2,000 $2,500 $3,000 $3,500 $4,000 $5,000 $7,000

$1,500 $1,999 $2,499 $2,999 $3,499 $3,999 $4,999 $6,999 OR MORE

ANNUAL INCOME

Table 41.—Borrower's annual income: New and existing, single-family home 
mortgages insured by FHA, 1986-1940

t ;! {■

!:
ih

I
I E

Ii '| Percentage distribution of 
existing homes

Percentage distribution of 
now homosfi' ! IBorrower’s annual income 1 i1939 | 19401936 1937 193S1936 1037 1938 1939 1040 i:

0.3 0.2Less than $1,000___
$1,000 to $1,499......... .
$1,500 to $1,999..........
$2,000 to $2,499..........
$2,500 to $2,999....... .
$3,000 to $3,499.......
$3,500 to $3,999.......
$4,000 to $4,999.......
$5,000 to $6,999.........
$7,000 to $9,999____
$10,000 or more........

Total..
Average income. 
Median income.

0.2 0.1 0.2 0.7 0.3 0.30.5 0.2
5.1 5.03.6 3.3 3.9 4.9 7.6 5.5 4.34.9

..19.8. —20.5 
24.8 25.0

..15.0. ..16.0. ..17.3. ..20.7. ..23.4. ..20.2. ..19.5. ..17.9.
21.8 23.9 25.8 27.6 28.3 23.8 25.6 25.0

i I- 14.0 13.916.2 13.212.5 14.5 16.3 15.4 11.5 12.6
..14.1. ..14.0. ..13.1. ..11.9 ..12.1. —11.6..11.1. ..11,8. ..12.4...13.4.

I 6.9 6.97.58.0 8.7 8.1 6.8 6.2 6.9 7.6
i7.3 7.18.8 7.3 6.0 5.2 7.3 7.79.3 7.4

—6.8____5.7. ..5.8...5.0. ...3.7..8.0. ...6.2. ...3.1____6.2 ...5.8.
2.4 2.52. S4.3 2.5 1.8 1.2 .9 2.7 2.5
1.6 1.52.11.0 1.0 1.52.3 1.5 .6 .5

100.0 100.0 100.0100.0 ! V.100.0 100.0 100.0 100.0 100.0100.0ii $3,014 $3,210 $3,029
2,485 2.599 2,501

$3,012
2,485 KS3,133 $2,968

2,603
$2,781
2,457

$2,665 $3,054
2,381 2,452

S3,387 
2,814

ii
2,716;! i inew-

1 Includes family income of owner-occupant purchasers only; excludes operative builders, absentee land
lords, and others. i

»
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the new-home buyers in 1940 undertook monthly mortgage payments 
of as high as $45, compared with 24.2 percent in 1936.

One reason for the smaller mortgage payment is that most buyers 
choose to amortize their mortgages over a 25-year period in accordance 
with the provisions of the 1938 amendment. This factor also 
instrumental in reducing the median mortgage payment of new-home 
buyers to a level below that of buyers of existing homes.

See also discussion of mortgage payment on page 76.
Ratio of Mortgage Payment to Borrower’s Annual Income

Three of every four 1940 new-home buyers applied less than 15 per
cent of their income to mortgage payments. In 1936 only 54.4 percent 
of the buyers paid this small a proportion of their income.

Buyers’ payments on existing home mortgages comprised a smaller 
proportion of their income than was true of new-home buyers, averag-
CHART 26—RATIO OF MONTHLY MORTGAGE PAYMENTS TO MONTHLY 

INCOME OF BORROWERS, 1940

HOME MORTGAGE INSURANCE

principal, smaller mortgage payments, and longer-term mortgage, 
complement this decrease in average income of new-home buyers.

Mortgage Payment

The average monthly mortgage payment made by new-home 
buyers decreased from $37.44 in 1936 to $26.59 in 1940. A monthly 
payment of less than $30 was undertaken by 73.3 percent of all 
home buyers in 1940. In 1936, only 42.2 percent of the new-home 
buyers paid less than $30.

Mortgage payments of less than $20 have now become common, for 
more than one in eveiy five 1940 new-home mortgages with FHA 
insurance required payments below this level. Only 4.2 percent of
CHART 25—MONTHLY MORTGAGE PAYMENT ON NEW AND EXISTING

HOMES, 1940
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$15 00 $20.00 $25.00 $30 00 $35.00 $40.00 $45.00 $55.00
$19.99 $24.99 $29.99 $34 99 $39.99 $44.99 $54.99 OR MORE

PAYMENT

Table 42.—Monthly mortgage payment: New and existing, single-family home 
mortgages insured by FHA, 1986-1940

UNDER 
$ 15.00

i

|MONTHLY

I.
M

Table 43.—Ratio of mortgage payment to income: New and existing, single-family 
home mortgages insured by FHA, 1986-1940Percentage distribution of 

new homes *
Percentage distribution of 

existing homes 2
Monthly payment1

iPercentage distribution of 
now homes 2

Percentage distribution of 
existing homes21936 1037 :1938 1939 1940 1936 1937 1038 1939 1940 Payment1 as percent of 

borrower’s income/
Less than $10...................... .
$10 to $14.99........................
$15 to $19.99.........................
$20 to $24.09....................... ..
$25 to $29.99......................... .
$30 to $34.99..........................
$35 to $39.99..........................
$40 to $44.99..........................
$45 to $54.99...........................
$55 to $64.99...........................
$65 to $84.99...........................
$85 or more............................

Total.........................
Average payment...............
Median payment................

1930 1937 1938 1939 1940 1936 19370.3 0.1 0.2 1938 1939 19400.1 0.1 1.5 0.7 0.9 1.2 1.1
3.2 1.0 3.0 2.3 :3.0 8.3 5.8 6.7 7.5 7.2 :iff'ft

-.14.1- ..19.2 
_12.6-

..11.7. ..14.1.
26.5

-.14.4. -.12.6. ..17. 8. ..20.2. ...21.2 IILess than 5.0............
5.0 to 9.9....................
10.0 to 14.9................
15.0 to 19.9................
20.0 to 24.9................
25.0 to 29.9................
30.0 or more............ .

Total................. .

1.1 0.9 0.8 0.9 0.9 1.7 2.120.4 1.4 2.4 2.423.1 18.4 19. 1 20.1 21.3 22.7 14.4 12.2 18.8 16.3 IS. 6 21.7 18.7 29.3 28.4 29.524.3 26.3 25.3 : (10.9 17.3 18.7 18.318.8 38.9 39.5 50.0 51.1 51.9 42.6 43.7 45.8 48.1 49.9-.10.9. -.16.5. -11.7. -13.1. ..15.7. :..12.9. ..11.9. —11.4 34.6 37.5 20.5 29.0 24.1 25.9 2S.6 19.8 19.1 16.9-8.8 7.1 7.1 7.7 8.9 8.2 7.3 6.9 9.7 8.9 3.0 2. G 1.4 7.0 2.77.4 6.9 1.7 1.16.3 4. G 3.7 6.1 6.1 3.84.4 3.7 1.2 .8 •2..10. 3. ..10.0. 1 1 .9 .6 .2 .2 .1...4.8. ...3.7. ...2.8. ...6.3. ...7.3. ...4.9. —4.1. —3.8 (*> (J).2.1 .15.8 4.0 .2 .1 .1 .11.8 .11.2 .7 2.8 3.0 2.2 1.7 1.8
3.04.7 1.3 .7 .5 2. C 2.1 2.1 1.31.5 100.0 100.0 100.0100.0 100.0 100.0 100.0 100.0 100.0 100.0 u3.4 2.0 .5 .3 .2 1.9 1.4 .01.1 .7 12.313.5 12.2 12.013.3 12.2 12.5 10.9 10.9 10.8Average percent4. 

Median percent..100.0 100.0 100.0 100.0 100.0 100.0 100.0 
$31.44 
28.42

100.0
$29. 23 
26.20

100.0 100.0 13.0 13.2 12.014.7 12.8 13.1 13.4 12.014.4 11.8 :$30.06 
28.02

$20.69 
25.39

$37.44 
I 32.76

$35.33 
32.14

$28.52 
20.99

$31.00 
27. 21

$27.08$27. 00
24.96

1 For 1936-40, includes interest and amortization of principal; for 1936 and 1937 includes also tho FHA
insurance premium; and for 1936 includes mortgagee’s service charge as well.

2 Includes owner-occupant purchasers only; excludes operative builders, absentee landlords, and others.
3 Less than 0.05 percent.
4 Average payment as percent of averago income.

I24.51

J For 1936-40, includes interest and amortization of principal; for 1936 and 1937 includes also the FHA 
insurance premium; and for 1936 Includes mortgagee’s service charge as well.

3 Includes owDer-occupant purchasers only; excludes operative builders, absentee landlords, and others. U1
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ing 10.S percent in 1940 as against 12.0 percent for new-liome buyers. 
This results from the smaller average mortgage principal coupled with 
the higher average income of existing home buyers.

The proportion of income devoted to mortgage payment declines 
as the income rises. New-home buyers earning less than $1,500 pay 
more than 15 percent of their income for mortgage amortization, 
whereas persons earning over $5,000 pay less than 10 percent.

Ratio of Property Value to Annual Income

Of the new homes securing mortgages insured by FHA in 1940, 
some 40.5 percent were valued at less than twice the borrower’s annual 
income. In 94.4 percent of the cases the valuation of the new home 
amounted to less than three times the buyer’s income.

The value of existing homes is smaller in proportion to the income 
of the owner than is the case with new homes. In 1940 approximately

CHART 27—RATIO OF PROPERTY VALUES TO ANNUAL INCOME OF
BORROWERS, 1940

60 percent of the existing homes insured were valued at less than 
twice the borrower’s income. This difference is largely attributable 
to the higher income level enjoyed by existing home buyers.

As the buyer’s annual income increases, the ratio of property value 
to income decreases. This fact applies to both new- and existing-home 
buyers. New-home buyers earning less than $3,000 buy houses 
valued at more than twice that amount. Those earning $5,000 or 
more typically acquire homes valued at less than 1% times their 
income. Existing home buyers with an income of less than $2,000 pay 
twice their annual income for their properties. See Table 47.

Property Valuation by Income Groups

The higher the income of a family, the more expensive the home it 
buys. Almost two-thirds, 63.5 percent, of the new-home buyers with 
an income of less than $1,000 purchased homes valued below $3,000. 
Over three-fourths, 75.7 percent of those earning $1,000 to $1,499, 
bought homes valued under $4,000. . The typical (median) 1940 new- 
home buyer earned $2,381. For the bracket embracing this income, 
63.1 percent of the buyers purchased homes valued between $4,000 
and $6,000. This is consonant with the typical valuation of $5,059.

At the higher range of the income distribution, higher valuations 
are found. Some 50.8 percent of the new-home buyers earning
Table 45.—Properly valuation by income groups: New and existing, single-family 

home mortgages insured by FHA, 1940

M
.t

■ !

: !■■

j'i
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i.i

PERCENT Of 
eORRO«ERS

EXISTING HOMES

percent or
eORRO*ERS

mm I
NEW HOMES

Pn 3030

r*

2020-

Porccnlago distribution of property valuation * by income groups

! $5,000
to

$6,999

$6,000
to

$6,999

$7,000
to

$9,999

$10,000Less $3,000
to

$3,999

$4,000
to

$4,999

Borrower’s annual incomeD Totalthan10 or10
$3,000 more •!

INew-Home Buyers:
Less than $1,000................
$1,000 to $1,409........................
$1,500 to $1,999.......................
$2,000 to $2,499........................
$2,500 to $2,099.......................
$3,000 to $3,490........................
$3,500 to $3,999.......................
$4,000 to $4,990.......................
$5,000 to $6,999.......................
$7,000 to $9,999......................
$10,000 or more........................

Total................................. .
Existing-Home Buyers:

Less than $1,000.....................
$1,000 to $1,409.........................
$1,500 to $1,909.......................
$2,000 to $2,499.......................
$2,500 to $2,999.......................
$3,000 to $3,499........................
$3,600 to $3,990.......................
$4,000 to $4,999.......................
$5,°00 to $6,999.......................
$7,000 to $9,999.......................
$10,000 or more.......................

Total.........................

3.2 0.6 0.6 J°°.0
...K
........ 000

100-0
100.0

........ 100.0
1W.0
100.0

23.9 8.263.5
0.220.4 3.1 .5 .121.0 54.7

...32,9. ...40.2------18.3.......... 3.6..............4.....4.6 If16! 1 (*)16.4 2.53.0 OR MORE 31. 1 32.02.0-2.4 2.5 -2.91.0-1.4

PROPERTY

Table 44.—Patio of property value to income: New and existing single-family 
home mortgages insured by FHA, 1936-1940

UNDER 1.0 1.5 -1.9 1.9
8.723.0 30.8 27.0 .19.59

....6.3. —15.3____26.6. —31.3. ...19.3. ............2:»6.TIMES INCOMEVALUATION I31.2 29.110.8 21.34.34
37.9 8.37.8 16.2 26.52.94

....2.7..........5.3.......... 9.9. .--20.5------ 41.6............ 19.4.
29.1

C.
38.75.3 9.9 13.42.8.8

12.1 21.0 •50.84.3 8.23.0.6
i !9.9 1.9 100.025.9 24.0 17.63.0 17.7

Percentage distribution of 
new homes

Percentage distribution of 
existing homes

;Property value as a propor
tion of borrower’s annual 
income1

3.3 4.9
M0.0

.....ooo
}W.O 
100.0 

........ 00-0s..I100.0

18.0 8.265.6
.31.8 .3 0.837.9 12.746.2

!:- — 1.8.............4.......... (»)—-..27.3......... 9.7....21.6. ...39.2. \1936 1939 19401938 1939 19-10 1937 193819371936 30.2 20.7 7.8 2.328.410.6 i; {14.626.5 25.8 7.7 .20.1 19.1
[0.3
F5.3

0.2 0.5 0.4 0.4 I0.4 0.2 0.2 0.4 ...23.2. —24.1____19.4____ 15.4.............. 1.0.0.4 —3.1. — 13.8.Less than J4.............
M to 1...........................
1 to 1M........................
!Mto2........................
2 to 2M.........................
2H to 3.........................
3 to 3]/i........................
3>4 or more................

Total------- -----

Average ratio............
Median ratio..............

6.8 6.6 21.5 26.9 3.43.6 3.0 2.7 2.1 1.7 0.1 6.8 2.0 10.8 21.77.7 1;22.3.14.3.. .12.3.. .11.1- .22.1.. .22.7.. .25.8- .2-1.7.. 20.0 19.4 33.9 8.7.15.3.. .12.8- 1.5 5.4 11.1
v32.6

24.2
-12.2.

27.5 29.0 30.9 ...13.8. ...38.1............25.2.26.8 27.5 29.7 29.9 32.1 32.9 ..........7...........2.1..........7.2____ 12.9.
30.9 30.9 33.1 21.6 22.9 22.0 10.2 29.020.4 29.2 21.1 .3 2.5 3.4 0.1 48.5 !

.20.8..-19.0- .16.7- -18.7- .12.6- -12.3- .10.2.. 6.4 4.2 15.5 69.7-17.7- .10.2.. .6 2.8.8
4.4 5.0 4.8 4.0 2.67.2 6.2 3.5 2.7 2.5 4.8 100.010.6 10.911.1 22.4 22.7 17.51.9 1.1 .9 .8 2.5 1.2 .02.6 .7.9

100.0 100.0 100.0 100.0 100.0 100.0 100.0100.0 100.0 100.0 i Includes family income of owner-occupant purchasers only; excludes operative builders, absontee land-

lords^an inc]U(jes vaiue 0f house, all other physical improvements, and land.
3 Less than 0.05 percent.

1.90 1.93 1.89 1.93 1.97 1.72 1.701.71 1.051.62
2.14 1.852. 07 2.11 2.05 2.09 1.841.84 1.781.76

i Includes owner-occupant purchasers only; excludes operative builders, absentee landlords, and others. 307160—41------G
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i’|CHART 28—DISTRIBUTION OF PROPERTY VALUATION GROUPS BY 
BORROWER INCOME GROUPS, 1940 Of the new-home buyers earning $10,000 or more, almost 60 per

cent pay $45 or more monthly. For this $10,000 or over income 
group, 17.3 percent paid less than $30, whereas for the typical bor
rower income group 83.7 percent of the borrowers paid less than $30.

i .;
:;i EXISTING HOMESNEW HOMES

ftnetNiIjgp^F^ i Or
$ 10.000 OR MORE TOTAL

I
CHART 29—DISTRIBUTION OF MONTHLY MORTGAGE PAYMENTS BY 

BORROWER INCOME GROUPS, 1940' *■;. :

S6.000-S9.999 .« 75

NEW HOMES EXISTING HOMES
PERCENT

lit ‘I
$45 00 OR MORE' . '

50
:s-3 coo-ss.999; ;

■:

mggm $50 00 -$44 99

25 :mm
( i ;UNDER S4.00CJ

$20 OO - $29 99

UNDER $2,000 $ 3,000 $4,000 $5,000 
$2,000 $2,999 $3,999 $4,999 OR MORE

UNDER $2,000 $3,000 $4,000 $5,000 
$2,000 $2,999 $3,999 $4,999 OR MORE

ANNUAL INCOME
i 1

$10,000 or more, for example, purchased homes with an FHA valuation 
of $10,000 or more; and only 7.9 percent of these buyers bought homes 
valued under $5,000. Similarly, 38.7 percent of the persons earning 
$7,000 to $9,999 bought homes of $10,000 or more valuation. For 
buyers with an income of $4,000 to $6,999, homes valued from $7,000 
to $9,999 were most numerous.

Buyers of existing homes exemplified the same general valuation 
buying habits as were observed for new-home buyers. There is a 
tendency, however, for more of these homes to be valued below $4,000 
and above $7,000 than is the case for new homes. Thus, 46.2 percent 
of existing-home buyers with an income of $1,000 to $1,499 purchased 
homes valued under $3,000, compared with only 21.0 percent for 
new-home buyers. For each income interval through $7,000, the 
percentage of existing homes exceeded that of new homes in the 
valuation groups of less than $3,000.

Conversely, for practically each income interval, the proportion of 
existing homes valued above $10,000 outweighed that for new homes. 
The tendency is more marked, however, in the higher income brackets. 
Thus, for existing-home buyers earning over $10,000, some 69.7 
percent bought homes valued above $10,000, compared with 50.8 
percent for new-home buyers.

Monthly Mortgage Payment by Income Groups

As the family income increases, the monthly payment to mortgage 
and interest also increases. Well over half, 58.5 percent, of the 
new-home buyers earning $1,000 to $1,499 pay from $15 to $20. For 
the income bracket encompassing the typical income of $2,381, one- 
tliird of the borrowers pay $25 to $30 toward interest and principal.

UNDER $2,000 $3,000 $4,000 $5,000 
$2,000 $2,999 $3,999 $4,999 OR MORE

UNDER $2,000 $3,000 $4,000 $5,000 
$2,000 $2,999 $3,999 $4,999 OR MORE

BORROWER’S

Table 46.—Monthly mortgage payment by income groups: New and existing, 
single-family home mortgages insured by FHA, 1940______________

INCOMEANNUAL

la
Percentage distribution of mortgage payment1 by income groupsRM

flW'l •

Borrower’s annual Income >!H $45.00Less
than
$15.00

$20'to
$21.90

$30'to 
$34.09

$35 to 
$44.99

$15 to 
$19.99

$25 to 
$29.90 Totalor

morei: i

New-Home Buyers:
Less than $1,000.................
$1,000 to $1,409....................
$1,500 to $1,999....................
$2,000 to $2,490....................
$2,500 to $2,999....................
$3,000 to $3,499....................
$3,500 to $3,999....................
$4,000 to $4,999...................
$5,000 to $0,999....................
$7,000 to $9,999....................
$10,000 or more...................

Total..............................

Existing-Home Buyers:
Less than $1,000..............
$1,000 to $1,499...................
$1,500 to $1,999...................
$2,000 to $2,499...................
$2,500 to $2,999...................
$3,000 to $3,499...................
$3,500 to $3,999...................
$4,000 to $<1,999.................. .
$5,000 to $0,999...................
$7,000 to $9,999...................
$10,000 or more.................

Total............................

0.6 0.6 100.0
100.0

___ 100.0
100.0
oo-o

—-100.0 
100. o oo.o

—■-100.0 
im.o 
100.0

0.672.4 19.5 3.8 2.5

i .1 .11.8 .322.3 5S. 5 16.9
........ 4.6.......... 34.4..........41.1...........17.2............ 2.4..............2.. ...1.

.13.533.1 12.716. G 32.21.8
12. G .618.623.8 33.59 10.0

■7.____6.2.......... 15.7.......... 30.5.......... 19.6..........23.6............3.7-
10.018.2 31.124.94.2 11.24
20.914.7 34.52.9 8.4 18.2.4

........5.............2.8............5.2.......... 12.2.......... 12.0..........32.0..........35.3.
23.6 49.58.4 !5.2 9.53.0.8
15.3 59.67.8 i9.53.5 3.7.G

4.1 100.011.8 10.826.5 25.33.1 18.4 i
i

1.6 100.0
100.0

-—100.0
100-0
100.0

—100.0
100.0
00-0

—1000
100.0
100.0

4.91.68.216.467.3
3 .7.611.7 1.745.539.6 • <;
4...............1.___ 30.4..........12.4............ 2.1.....16.0.........38.6. ;2.S ,29.923.531.225.37.1

.79.917.026.624.417.24.2 i___ 19.3..........18.5............ 3.4.___ 21.1..........24.5......... 2.7.......... 10.5.
26.9 9.720.519.415.66.31.6
30.8 17.719. 18.9 10.95.41.2 ;..........4............ 2.2............ 6.2..........10.4.......... 13.1..........2S.7.
18.89.05.83.02.2

77.59.4' 4.73.93.11.1.3
10.6 7.5 100.011.418.322.721.28.3

Includes family income of owner-occupant purchasers only; excludes oporativo builders, absontee land
lords, and others. * , , . ,

a Includes interest and amortization of principal.

i

!
i



it

84 HOME MORTGAGE INSURANCE

Existing-komo buyers are committed to monthly mortgage pay
ments of about the same as those of new-home buyers. There is a 
tendency, however, toward greater proportions of existing- than of 
new-home buyers with lower and higher payments. For example, 
77.5 percent of the existing-home buyers earning $10,000 or more 
made monthly mortgage payments of $45 or more, whereas only 59.6 
percent of the new-home buyers in this income classification assumed 
payments of $45 or more.

Relationship of Average Characteristics to Annual Income

The interrelationships for purchasers of all single-family home 
mortgages insured by FHA in 1940 are set forth in Table 47. As 
the annual income of the borrower increases, the average amoimt of 
mortgage principal, property valuation, and mortgage payment also 
increase. Conversely, property value as a proportion of annual in
come, mortgage principal as a proportion of annual income, and 
annual payment as a percent of annual income decrease as the income 
increases.

Table 47.—Average characteristics by borrower's annual income: New and existing 
single-family home mortgages insured by FHA, 1940

! i

i ■

■

;Part V
RENTAL HOUSING MORTGAGES 

UNDER SECTION 207 OF TITLE II

,
!

!

r

.
:

1 "pINANCING the construction of dwellings for rent rather than 
owner-occupancy through mortgages insured under Section 207 

of Title II was provided for in the National Housing Act in order to 
supply a large segment of the housing market represented by families 
for whom home ownership was either impractical or financially 
unattainable.

The introduction of the long-term amortized mortgage in the low- 
rent apartment field represented a new departure in financing this 
type of housing as well as a movement toward the garden-type, 
planned-community, multifamily residential development. The care
ful planning and control which projects of this kind required made 
a number of changes in administrative procedure and regulations 
necessary especially in the early stages of the program. Section 210, 
for instance (added in February 1938 and repealed in June 1939) 
provided for a simplification of certain management controls on 
projects mortgaged for $200,000 or less which could later be incorpo
rated in the Section 207 regulations under which the bulk of FHA 
rental projects are processed.

The application for insurance of mortgages on rental and group 
housing projects is submitted to insuring offices by the sponsor with 
the approval of a mortgagee. After a preliminary examination, the 
approved applications are further analyzed by rental-housing con
sultants stationed in a number of insuring offices and routed to 
Washington for completion of processing.

All commitments to insure are issued in Washington, where the 
final terms and conditions of the mortgage are determined prior to 
the closing of the loan and the receipt of the first mortgage insurance 
premium.

Under the rental-housing program 317 projects, financed with 
mortgages amounting to $126,952,675, have provided 33,204 dwelling 
units. Included among these are 51 projects, consisting of 1,290 
dwellings, which were financed by insured mortgages embodying 
certain release-clause provisions. A family may, in accordance with 
these provisions, acquire title to the home it is renting by refinancing 
the mortgage, thereby releasing the property from the rental-housing

■;

i >
1

Annual pay
ment as a per

cent of—
Average— Ratio of—

Mortgage 
as a per
cent of 

valuation

Borrowers’ annual 
income 1 Bor

rower’s
annual
income

Prop
erty

valua
tion

Net
monthly
mortgage
payment

Prop
erty to 
annual 
income

Mort
gage to 
annual 
income

Mort
gage

principal
Annual
income

Mort
gage

j
New-Home

Buyers:
Less than S1,000... 
§1,000 to §1,499.... 
§1,500 to §1,999....
§2,000 to §2,499___
§2,500 to §2,999.... 
§3,000 to §3,499.... 
§3,500 to §3,999....
§4,000 to §4,999___
§5,000 to §6,999.... 
§7,000 to §9,999.... 
§10,000 or more___

All groups___

Existing-Home
Buyers:

Less than §1,000...
SI ,000 to §1,499___
SI,500 to §1,999___
$2,000 to $2,499.. _.
§2,500 to §2,999___
§3,000 to $3,499.... 
§3,500 to $3,999....
§4,000 to §4,999___
§5,000 to §6,999.... 
§7,000 to $9,999.... 
$10,000 or more—

All groups-----

: $875 $2,379 
2,951 

...3, MS 
4,231
4.628 

—5,037.
5,430 
5,894 

...6,604. 
7,619
8.628

§2,959 
3,504 

...4,263. 
4,931 
5,416 

...5,907. 
6,403 
7,047 

. .8,017. 
9,476 

10,945

$14.52 
17.25

:§!
■II

58.03

19.93.38 2.72 7.3 80.4f 1,30S
__ 1,746.

2,224 
2,690 

...3,149. 
3,681 
4,373 

...5,639. 
7,973 

14,224

2.68 2. 20 15.8 7.0 84.2
....2.44........2.09. ...14.5........7.0...........  85.6

2.22 1.90 13.3 85.87.0I 2.01 1.72 12.2 7.1 85.5II ....1.88........1.60. ...11.5........ 7.2. ...... 85.3
1.74 1.48 10.8 7.3 84.8
1.61 1.35 10.1 83.67.5

—.1.42....... 1.17........ 8.9........7.6........... 82.4
1.19 .90 7.3 7.7 80.4 i.77 4.9 8.1 78.8.61 :

! ;4,4732,665 5,261 26.59 1.97 1.68 12.0 7.1 85.0

\ 2,089 
2,265 

...2,762. 
3,259 
3,688 

...4,129. 
4, 653 
5,159 

...6,242. 
7,715 
9,248

856 3,032 
3,139 

...3,701. 
4.333 
4,894 

...5,399. 
6,153 
6,734 

...8,151. 
10,144 
12,183

Jll.i-ss--II
SS

3.54 2.44 21.7 8.9 68.9
1,289 

...1,741. 
2.221 
2,690 

...3.143. 
3,684 
4,397 

...5,699 
8,035 

13,300

2.44 15.21.76 8.7 72.2
i---2.13..........1.59. ...13.6..........  8.6.............. 74.6

1.95 1.47 12.5 8.5 75.2
1.82 1.37 11.6 8.4 75.4

t f-----1.72...........1.31------ 11.0. ....8.3...............76.5
;1.67 1.26 10.5 8.3 75.6

1.53 1.17 9.7 8.3 70.6
-----1.43--------1.10.......... 9.1.......... 8.3...............76.6!:

1.20 .96 7.8 8. 1 76.1!•: .92 .70 5.7 8.2 75.0 :
:■

3,869 5,121 27.083,012 1.70 1.28 10.8 8.4 75.6Ii ■i Includes family income of owner-occupant purchasers only; excludes operative builders, absentee land
lords, and others. :

l

*
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Table 48.—Status of rental housing mortgage insurance operations: Disposition of 
applications received, cumulative 1935—1940

Totals for the Year

During the year 1940, the FHA insured 48 mortgages amounting 
to $12,481,000 and increased the amount of 9 amended mortgages 
insured prior to 1940 by $555,000. No mortgages with release- 
clause provisions nor mortgages for the rehabilitation of existing 
properties were insured during the year.

Chart 30 and Table 49 show the yearly trend of mortgage insurance 
on rental and group housing projects. The first year of any signifi
cant volume is 1938. Prior to this period the principal activity 
under the rental housing program had been the development of pro
cedure and the securing of successful demonstrations of the large-scale 
housing plan.

The bulk of the insuring operations occurred during 1938 and the 
first half of 1939, principally as the result of the ground work laid in 
the preceding years. The subsequent decline in operations was in

CHART 30—VOLUME OF RENTAL HOUSING MORTGAGES INSURED. BY
YEARS, 1935-1940

Release clause 
projects

Rental housing 
projects Total

IStatus of operations
Number AmountNumber AmountNumber Amount :

■

l$92,834,350
17.178,700

225$1,201,600
1,730,700

$91,632,750 
15,44S, 000

14211In operation............
Under construction. I541242

IMortgages outstanding (face 
amount) ‘................................ I110,013,050

10,527,425
6,412,200

2,932,300 
1,677.425 

57,200

279107,0S0,750 
S, 850,000 
6,355,000

26253
i33249Terminated..........

Acquired by FHA 514
317 126,952,675 

14,081,500
4,666,92551122, 2S5,750 

14,081,500
Total mortgages insured. 

Commitments outstanding-----
Net commitments issued. 

Commitments expired..:.........

266
45I 45

362 141,034,175
56,991,900

51 4,666,925 
3.759,100

136,367,250
53,235,800

311
16925144
531 198,029,075 

624,821,184
76 8,426,025

11,174,790
189,603,050 
613,649,394

Gross commitments issued 455
772S96S3Rejections

i
■

822,853,2591,30319,600,815165803,252, 4441,138Total cases processed-------

Cases in process in:
Washington............................
Insuring offices.......................

Total...................................
Total applications received

2,638.000
1,994,500

62,63S, 000 
1,994,500

6 1111
4,632, 500174, 632, 50017

827,485, 7591,32019,600,815165807,884,9441,155

i This amount has been amortized to tho extent of $3,171,582 as of Dec. 31,1940.

mortgage lien. These individual properties qualify for mortgage 
insurance under Section 203 regulations.

VOLUME AND DISTRIBUTION OF RENTAL HOUSING 
OPERATIONS

From the beginning of operations through December 31, 1940, the 
FHA has received 1,320 applications for insurance on $827,485,759 
in mortgages on proposed rental-housing projects under Title II of 
the National Housing Act. Commitments to insure 531 mortgages 
for $198,029,075 were issued, and of these 317 for $126,952,675 became 
insured mortgages, 169 for $56,994,900 were allowed to expire by 
project sponsors, and 45 for $14,081,500 were outstanding, as of 
December 1940.

As shown in Table 48, the insurance on 38 mortgages had terminated 
by the end of the year. Five of these, as indicated in the table, were 
mortgages on properties acquired by the FHA through foreclosure. 
Mortgages on 19 properties were prepaid in full when the sponsors 
refinanced through mortgages without FHA insurance. Mortgages 
with release clause provisions on five projects were prepaid in full 
through the purchase of the individual properties by the tenants. 
The insurance on nine mortgages was cancelled by the Administrator. 
The willingness of mortgagees to refinance large rental projects without 
FHA insurance is evidence of the sound planning of those develop
ments under the rental housing program.

|
'•
H
iU-Table 49.—Yearly trend of rental housing mortgages insured: Rental and release

clause projects 1936-1940
.
‘Rental housing proj

ects
Release clause proj

ects Total

S:.f
Year

Number Amount Number Number AmoimtAmount
:

21935. $2,355,000 
2,101,000 

10,549,000 
44. 460,050 
49, 784,700 

1 13,036,000

$2,355,000 
2,101,000 

10,549,000 
47,589,150 
51,340,625 
13,017,900

2
’ :41930. 4

U151937 15
911938 26 $3,129,100 

1,555,925
a-18,100

117
1001939 13125
48 481940

260 122,285,750 317 126,952,675Total.... 
Cumulative: 

Sec. 207.. 
Sec. 210..

4,660,92551
i
!208 117, 033, 050 

4,652, ICO
211 119,162, 650 

7,790,025
3 1, 529,000 

3,137,925 10G68 48

1i1 Includes amendments increasing mortgage amount $555,000 for 9 projects insured prior to 1940. 
3 Represents net decrease effected by adjustments in 2 projects insured prior to 1940. !:

I
//
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part due to the serious effect of the requirement in the June 1939 
amendment that prevailing wages be paid on all rental projects, and 
the employment of many contractors, who formerly sponsored rental 
projects, on defense-construction work. Despite this problem, the 
rental housing program has made possible the construction of a 
number of attractive projects which provide both low rentals and 
security of investment.

Table 50.—Description of rental projects: Mortgages insured by FHA, 1940— Con.

Cunt ofAverage 
monthly 

rental /
inort-Num

ber of 
dwcll-

gageNum
ber of 
rooms

Typo of 
structureStale, city, and project

ing
units Per Per PerTotalunit room room• !

57^ 210*4Missouri: Jefferson City, Salvi-Ro- 
lugra Realty Co.

New York:
Bronx, Wilson Post Apartments, 

Inc.
Albany, Stonehenge, Inc.
Kenmore, Starin Gardens Apart

ments, Inc.
Jamaica, Long Island, Briarwood 

Terrace, Inc.
Baldwin, Baldwin Gardens Cor

poration.
White Plains. Westchester River 

Park. Inc.
Tarry town, Windlo Park Realty 

Corporation.
Greenburgh, Fulton Park Apart

ments, Inc.
Yonkers. Hilltop Acres, Inc...........

North Carolina:
Wilmington, New Hanover Hous

ing Corporation.
Charlotte, Charlotte Homes, Inc.
Raleigh, Country Club Apart

ments, Inc.
Greensboro, Wcstover Terrace 

Apartments.
Shaker

Walk-up. 50.41 13.56 188,000 888

Projects Insured During the Year

Table 50 shows the number of dwelling units and rooms, average 
monthly rental per dwelling unit and room, total mortgage principal 
and amount of mortgage per room allocable to dwelling use for each 
project insured during the year. All projects were of the 2- or 3-story 
walk-up type except one elevator apartment in Jamaica, Long Island. . 
At the end of the table averages and medians are given for the year as 
well as cumulatively from the beginning of operations.

In this connection it is interesting to note that the average project 
insured during 1940 is smaller and has a lower rental than the average 
of all projects insured from the beginning of operations. This table 
supplements similar tables shown in previous annual reports and 
brings up to date a complete listing of rental projects together with 
certain^descriptive data_concerning them.

Table 50.—Description of rental projects: Mortgages insured by FHA, 1940

............ 76 ....250*4 .54.84' Walk-up___

Walk-up.
Walk-up.—

Elevator.

Walk-up.

Walk-up___

Walk-up.

Walk-up.

.Walk-up___

Walk-up.

Walk-up. 
Walk-up—

Walk-up.

Walk-up.

16.62 ----- 252,000 .1,018

8-40,000 1,130 
------193,000 ...955

480.000 1,103

600.000 1,029 
........593,000.1,071

75,000 962

275.000 1,107 
........635,000 .1,025

1 212 725 59.34
.57.50

17.35
.14.37............ 48 ....192..

120 65.61 18.10435
j

160 572 57.61 16.11
! ..........145 ....543.. .61.75 .16.47

i 81 55.63 17.12

61 225 62.93 17.00

.174 ....5S8.. .55.25 .16.35

(I 72 264 $46.81 12.77 261,000 

...#S8 ...SI
2%; 000 795

350,000 ~T, 205

30 32.40
.34.55

9.9298
........... 70 —.288..

372

.9.12

100 30.59 9.84

Ohio:
Lakes Corporation.

Oklahoma:
Tulsa, New Realty Corporation___
Bnrllcsvillo, Rita Apartments, Inc. 

Oregon:
Portland:

Park View Apartments, Inc.
Vista Corporation........................

Pennsylvania:
State College, the Lowden Cor

poration.
Philadelphia:

Montour Court, Inc.
Franklin Park, Inc..................... .

Narbcth, 105 South Narbeth Ave
nue Corporation.

Poltstown, Franklin Apartments, 
Inc.

SouTn Dakota: Rapid City, Hillcrest 
Terrace Corporation.

Texas:

Heights, the Shaker 6S 71.23 17.45-277)

.Walk-up___
Walk-up.

19........ 81.. 13.56 
13.37

.68,000
81,000

..810‘4+25 8S 886

Walk-up. 
.Walk-up___

Walk-up.

54.59
.64.29

342 14.68
.16.79

95,000

945
—171.. 1,030 

1,049
Average
monthly

rental
Amount of mort

gage 25 90 54.38 15.00Num
ber of 
dwell-

\ Num
ber of 

rooms 1 +1Type of 
structureState,, city, and projecti \Walk-up.

.Walk-up.....................61 —273-
Walk-up.

Walk-up.

Walk-up.....................46 —165 .35.43 ..9.88 ..........117,500 ...680

58*318 51.12
.55.00
62.00

15.80 
.12.22 
14.76

58.000 1,055 
.245,000 ...887

65.000 980

88.000 1,017

ing
PerPer Perunits i Total 15 63unit roomroom

30 41.81 14.43: 87
$917$50,000

125,000

Walk-up. $44.83 $12.34Alabama: Tuscaloosa, Frederick;Court 
Apartments.

Arizona: Tucson, El Encanto Apart
ments, Inc. __

California:
Sacramento, Fountain Gardens, 

Inc.
San Bernardino, Valentino Court 
South Pasadena, Mortimer Apart

ments^_________________
Connecticut:

Bridgeport, The Putnam Realty

15 54 *5!;
Walk-up. 69444.91 11.6244 170

-2> .5Dallas, Jones & Jones, Inc.
Lubbock, Hub Investment Co.

Virginia:
Arlington, Fifth Buckingham An

nex.
Richmond, John Rolfe Corporation
Fredericksburg, Kenmore Apart

ments, Inc.
Norfolk, Suburban Park Apart

ments Corporation.
Wisconsin: Milwaukee, Martin-Haw- 

Jey Realty Co.

34.000
48.000

.47.63 .14.76 ........ 610,000 .1,074

tkZ
.41.09 .10.63 ........ 319,000 —838

“67756 16743 '667000 17048------

14.29 
12.96

Walk-up. 
Walk-up. _

Walk-up-

Walk-up.
Walk-up.

Walk-up-----

Walk-up.

37 62.50
47.00

888
17 60 770...885___ 85,000

17.000
52.000

Walk-up___

Walk-up.
Walk-up.

.13.48 .13.48.......... 24 ........ 92

S3 io ..........170 —568..44232.00
47.24

9.1435
67319 72*5 12.38 74.00

48.33
14.2352 846

*j(ri8 
.......iof

69 12.61 899
............ 58 .15.83 ......... 180,000

____ 40,000
16.74 340,000

.13.42 —1,384,000

107,000

.........85,000

.17.92 —.550,000

16.45 122,000

...988.Walk-up.... -----180*4 .49.16 —390*3Co 10Manchester, Warren I. Keith, Inc.
Delaware: Wilmington, Foster Park 

Housing Corporation
District of Columbia: Washington, 

Fairfax Village, Inc.
Georgia: Macon, Twin Pine Apart

ments, Inc.
Indiana: Muncle, Jackson Housing 

Corporation.
OWa: Dcs Moines, Windsor Terraco 
Corporation.

Louisiana: New Orleans, Jefferson 
Apartments, Inc.

Maryland:
Silver Spring, Piney Branch Apart

ments, Inc.
Dundalk, Dunmore Apartments 

Corporation.
Liberty Park Housing Corporation

69612 48.00
60.5*1

10. 6754 181,102

...911 "~

28278

..1,500-Walk-up___

Walk-up. 
’Walk-up.“ 
Walk-up___

.49.20-—409 Total insured 1940 (48 projects)................
Average.....................................................
Median.....................................................

Changes during 1940 in projects previ
ously insured.

Adjusted total 1940......................................
Cumulative total through 1939................
Cumulative total through 1940................

Average............................................. ..
Median................................................ .

12.481.000 
• 260,021

181,500
+555,000

13.036.000 
109,249.750 
122,285, 750

459,721 
261,700

3,426 12,610 
261*3 
174

+635*3

13, 245*3 
104, 2S7*5 
117,533

52.59
51.96

969■ 71 14.33 
14.2695813.2432 44.68108 95647

+136

3.562 
28,352 
31,014

1,076

.1,154

1,098

26 51.42 17.1478

.127 —459.. .60.11

28Walk-up. 60.39111 442 64.15 14.70 
54.79 14.70

1,010
1,016

120
268*371

214 ^ 898*5Walk-up. 
Walk-up___

002815.000 
........ 190,000

400.000

55.67 13.2G

.1,031-48 —180.. .62. 25 .13.93

Walk-up. 808136 556 46.88 11.47
i includes 108 units and 314 rooms which produce no income.
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Cumulative Totals by States

The number of rental projects, the number of dwelling units, and 
the amount of mortgages insured for each State from the beginning of 
operations are shown in Table 51. Mortgages on 30 projects provid
ing dwellings for 4,718 families have been insured for Virginia, placing 
this state second only to New York in volume of business. This may 
be explained by the number of large rental developments in the state 
which fall within the Washington, D. C., metropolitan district. The 
first demonstration of the rental housing plan was made here. The 
success of the plan is reflected in the number of large-scale projects 
that have subsequently been built in this area.

Table 51.—State distribution of rental and release-clause 'projects: Family units and 
face amount of mortgages insured by FIIA, cumulative 1985-1940

Lending Institution Activity

The bulk of the insured mortgages on rental housing projects 
was financed by insurance companies. As shown in Table 52, 23 
insurance companies financed 70 percent of the mortgage principal 
insured from the beginning of operations and mortgages held in their 
portfolios also represented 68 percent of the mortgage principal on 
which insurance was in force at the end of the year. Furthermore, 85 
percent of the mortgage principal on which insurance had terminated 
was financed by these companies.

The distribution by type of institution of mortgages insured since 
the beginning of operations, as well as the distribution of those on 
which the insurance is still in force, is shown. All data in the table 
are based on a record of the mortgagees holding mortgages on the last 
day of the year and those holding mortgages at time the insurance 
was terminated. There are few transactions in mortgages on rental 
projects as compared to those in mortgages insured under section 203. 
Most such transactions are arranged in advance and merely involve 
the transfer of the mortgage from the institution which finances the 
construction of the project to a permanent mortgagee.

Table 52.—Type of institution: Face amount of rental housing insurance in force 
and of insurance written by FHA as of Dec. 81, 1940

\
■

;
;

: r
i!

! i

! ! I1

;
Rental projects Release-clause projects Total

State Num
ber of 
units

Num
ber of 
units

Num
ber of 
units

Num- Mortgage
amount

Num Mortgage
amount

Num Mortgage
amountber ber ber

Alabama 
Arizona
Arkansas......................
California 
Colorado
Connecticut................
Delaware
District of Columbia
Florida......................
Georgia 
Idaho
Illinois......................... .
Indiana
Iowa
Kansas...................... .
Kentucky
Louisiana
Maine...........................
Maryland
Massachusetts
Michigan.............. ..
Minnesota
Mississippi
Missouri......................
Montana
Nebraska
Nevada..........................
New Hampshire 
Now Jersey
New Mexico................
New York 
North Carolina
North Dakota______
Ohio
Oklahoma
Oregon............................
Pennsylvania 
Rhode' Island
South Carolina........... .
South Dakota 
Tennessee
Texas................................
Utah
Vermont
Virginia...........................
Washington 
West Virginia
Wisconsin........................
Wyoming
Alaska
Hawaii..............................

295 $1,120, COO
194.000 

....320,000.
3,4S3,700 

939,5C0 
..1,310,000.

740.000
3.794.000 

..1,117,500
1.416.000

-6,167,400. 
2,288, 750

550.000 
____ 38,000.

1, GOO, 000 
726,500

8,"420,500
383.000 

..2,671,000.
2.812.000 

34,000
-.5,346,000.

$253, 7003 4 72 7 367 $1,373, 700
194.000 

........ 320,000
3,083, 700 

939,500 
-..1,310,000

740.000 
3, 794,000

— 1,117,500 
1,410,000

...6,167,400 
2, 518, 250

550.000 
........ 611,100

1,000,000
875.000

"8, 545, 600
383.000 

—2,059,000
2,895,800 

34.000 
...5,588,300

652 2 65
199.1. 1 199.

1,27310 53 200,0001 11 1,326
2194 4 219
328.5. 5. 328.

2 179 2 179
3 1,072 3 1,072
6 324 6 324.

Release-clause
mortgages

Rental housing 
mortgages

6 390 6 396 Total
Number 
of insti
tutions

Type of lending 
institution

1,379.7 7 1,379.
10 229, 500

....9..........101____-.573,"loo. ...10...........173.

148,'500 
125,166

564 2 01 12 625 Per
cent

Num-Num-Num-1271 1 127 Amount AmountAmount berberber121
2651 1 265

3 179 1 37 4 216
Insurance in Force:

National banks_____
State banks____________
Mortgage companies........
Savings and loan asso

ciations..............................
Insurance companies___
Finance companies...........
Savings banks....................
Federal agencies................
All others.............................

;$7,471,100 
6,717,250 

635,850
567,300 

74,664,850
”8,'832.'566' 

3,741,500 
7,383,200

6.8$343,700 
137,250 
323,350
145,800 

1,867, 500

31$7,127,400 
6,580,000 

312,600

421,500 
72,797,350

832,'ood'
3.741.500
7.268.500

614 252,22814 2 20 2,24810 6.115310 122 232 2 232
!H ■.611010 5—8. ___ 711-

^83i 800
___ 4............81. ...12..........792. II6 675 2 22 8 697 .5614 51 12 121 67.9167923 15S1,227.14. -.-4............53.......... 242,300____ 18. ..1,280.

j8.0159 15
'3.410102

0.7114,700 241233
1,964

7,754 
1,188

7,149,50C

32,348^66d" 
4,229,500

"‘2,326,"d6d‘
184.000 

... 618,000.
0, 066,000

114.000 
....240,000.

117,500 
1,647,000 
3,272,400

14 3 30 130,500 17 1,994
7,"754’ 
1,188

7.280.000 
'32,"did,"odd

4, 229, 500
"2,"320,"odd

401,750 
__ 518, 000

8.195.000 
114,000

...240, COO 
117,500 

1,784,850 
3,629,225

100.0 ;279 110,013,05026 2,932,300253 107,080,750Total. 76 r.43 43 ! IInsurance Terminated: 
Properties acquired by

FLIA..................................
Other terminations..........

14 14
37.96,412,200 

10,527,425
557,200 

1,677,425
6.355.000
8.850.000

14 44 526 526 if4 62.1332424 93 55 77 277, 750

i,'529,"cod'
6 8 132

2 134. 2 134. 100.038 16,939,6251,734,62515,205,000 25 ■ t25 13Total.18 1,015 3 433 2,04821
1 36 1 36

Insurance Written: 
National banks.
State banks— 
Mortgage companies.... 
Savings and loan asso

ciations.......... .
Insurance companies-----
Finance cornpa-’- 
Savings banks.
Federal agencies 
All others...........

___ 1............ 62. 1. 62 6.07,648,400
8.337.650 

862,250

567,300
89.051.650 

200,000
S, 832,000 
3,853,600 
7,569,825

35521.000 
532,650 
549,750

145,800 
2,399,300

200.000

""iid’idd"
200,325

107,127,400 
7,805,000

312.500

421.500 
80,6S2,350

8,832^000
3.741.500
7.363.500

10 251 46 1 46 6.621714144184 3 30 137,850 
356,825

7 448 .7161114 516 8C8 6 140 22 948 !
.46154 70.218-1 M-161682330 4, 718.

....634,000.

30 4,718. ..16,244,000 
1,119,400 

650,000 
........ 684, 700

.11113051 1 10 39,400 
--M,"700."

2 mes315 7.0159 151741 1 174 3.0122102150.3. ....1............10. — .4..........160. n6.0273244
317 126,952, 675 100.051 4,666,92587 266 122,285,750Total.

; |31,914 122,286,750260 51 1,290 4,660,925Total 317 33,204 126,952,675 ;

•;
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CHARACTERISTICS OF MORTGAGES AND PROJECTS

In this and the following sections, mortgage, project, and rental 
characteristics are shown for the 266 rental projects on which mort
gages were insiu*ed from the beginning of operations. The 51 release 
clause projects, for which loans were closed, are omitted because they 
are not strictly-comparable to rental projects. This difference exists 
because release clause projects are designed primarily to provide new 
homes for individual ownership rather than rental properties.

The size of the average insured mortgage on rental projects has 
declined steadily since 1938. The average mortgage insured during 
the period 1935-38 amounted to $530,081 as compared with an average 
of $469,667 during 1939 and an average of $260,021 during 1940. 
Mortgage principal insured ranges from $14,400 to $3,000,000. In 
several instances two or more projects, each with a separate insured 
mortgage, have been constructed on adjacent sites under a single 
management. The aggregate mortgage principal for these develop
ments exceeds $3,000,000 but each of the mortgages involved is handled 
as a separate project for FHA reporting purposes.

Amount of Mortgage per Room

In order to confine mortgage insurance to the lowest rental housing 
possible under the act, the February 1938 amendment established the 
maximum mortgage principal that may be attributable to dwelling use 
as $1,350 a room. It is encouraging, therefore, to find that the 
average mortgage for all rental projects insured from the beginning of 
operations is only $1,010 per room. Table 53 shows the distribution 
of the 266 projects for which mortgages were insured through 1940 by 
the amount of mortgage per room and the type of structure.

Table 53.—Mortgage per room: Type of rental housing structure securing mortgages 
insured by FHA, 1986-1940

:!il FEDERAL HOUSING ADMINISTRATION

As shown in the table, the average mortgage per room for detached 
structures is much lower than for walk-up and elevator structures 
largely because the number of bedrooms, which are usually limited in 
an apartment, is considerably higher in individual dwellings, and 
because a dining room, almost always omitted in the more conven
tional multi-family dwelling unit, increases the cost of a single-family 
dwelling only by a very small amount. For this reason, release-clause 
projects, which consist entirely of detached structures, have been 
excluded from the table.
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Duration and Ratio of Mortgage to Valuation

Most mortgages insured during 1940 under section 207 bear 4 per
cent interest a year and are to be completely amortized in 28 years. 
Prior to 1940 the most frequent term was 26^ years at an interest 
rate of 4K percent a year. The lower interest rate in 1940 was effected 
by the amended rules and regulations which limited the interest rate 
to 4 percent a year on all commitments to insure issued after August 
1, 1939, and which reduced the interest rate on mortgages of $100,000 
or less to 4}£ percent a year.

The mortgage principal insured during 1940 averaged 78 percent 
of the FHA valuation compared to 77 percent during preceding years, 
and averaged 88 percent of the estimated cost of physical improve
ments compared to 90 percent during preceding years.

Type of Structure

The most popular type of structure in rental projects is the two- 
and three-story walk-up building, which is generally found in garden- 
type developments. As shown in Table 54, mortgages were insured 
on 228 walk-up projects which consisted of 26,373 rental units, or 
approximately 83 percent of the total dwelling units provided under 
the rental housing program.

Mortgages were insured on 29 elevator projects consisting of 16 
percent of the total rental units provided by the program. Detached 
structures are rarely employed in rental projects. Of the nine de
tached projects on which mortgages were insured under the rental 
housing program, four were sponsored by local housing authorities to
Table 54.—Type of structure: Rental projects with mortgages insured by FHA, 

dwelling units, and rooms, 1985-1940

. .
; i

I 'it! I'
i

Vi!
! I
Ilf-

Type of structure I• ': ..Mortgage per room1 Walk-up Elevator Detached Total :
;K!Number Number NumberPercent Percent Percent Number Percent
l' 11.3Less than $500...........

$500 to $599................
SOOO to $699................
$700 to $799................
$800 to SS99................
$900 to $999................
$1,000 to $1,099...........
$1,100 to $1,199...........j
$1,200 to $1,299...........
$1,300 to $1,350...........

Total...................

3 4 44.4 7 2.0
■ !.41 .41

4.410. 3.710
4.410 4 44.4 6.314

• I242 18.4 C. 9 11.21 16.945 Rental projects Rooms *Dwelling units 1....... 19.8. ......... 1. .........3.4............45. 46. ......... 17.3
Type of structure29.8 868 27.6 28.670

37 16.3 6 20.7 43 6.2 Number Number PercentPercent Number Percent........10.............4.4................8. ........27.6. ........... 0.8...........18.
.8 4 13.82 2.26

97,338 
17. SOS

82.8228 85.7 26,373 
4.984

82.6Walk-up-
Elevator..
Detached.

100.0 29 100.0228 9 100.0 206 100.0 15.229 10.9 15.0
2,327 2.01.89 3.4 557$990 $1,165

1,165
S640 $1,010 

1,016
Average amount. 
Median amount- 1,009 700 117,533 100.0100.0100.0 31,914266Total. i

ii Based on that part of mortgage principal attributable to dwelling use. 1 Includes 108 units which produce no income.
* Includes 314 rooms which produce no income. 1
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up structures while only 10 consist of elevator apartment buildings. 
The largest individual project and all the large developments made 
up of two or more projects consist of walk-up structures.

Size of Dwelling Units

The three-room unit, representing 33 percent of the total units 
provided under the rental housing program, has been found the most 
popular with the tenant. The typical apartment of this size consists 
of a hving room, bedroom, combined kitchen and dining alcove, and 
a bathroom, which is not included in the room count.

CHART 31—NUMBER OF ROOMS IN RENTAL HOUSING UNITS, CUMULATIVE
1935-1940

94 RENTAL HOUSING MORTGAGES 95
t
:provide subsidized housing for relief clients, two were built by indus

trial organizations for their employees, and only three provided 
dwelling units for the regular rental market.

As pointed out previously, the major use of the detached structure 
under the large-scale housing program of FHA was in release clause 
projects, where the dwelling units were designed for ultimate sale to 
the tenant.

The projects have been classified by the predominant type of 
structure employed in the project; thus, a project classified as walk- 
up may include an elevator building. Projects consisting of row 
houses have been listed as walk-up structures.

Size of Projects

Individual projects range in size from five to 1,102 dwelling units, 
although one rental development consisting of several projects under 
a single management housed almost 50 percent more than that num
ber of families. Table 55 presents a distribution of all rental projects, 
for which mortgages have been insured, by number of dwelling units 
per project and by type of structure.

As shown in the table, the average rental project consists of 120 
dwelling units. This figure is rather high due to the influence of a 
few extremely large projects. Perhaps a better indication of the size 
of a typical project is the median project which provides 71 family 
units. Of the total rental projects 59 percent have less than 100 
dwelling units.

Table 55 shows that the average elevator project is larger than the 
average project composed of either walk-up or detached structures. 
Most large projects, however, consist of walk-up structures. Of 48 
projects which have 200 or more dwelling units each, 37 consist of wallc-

Table 55.—Size of project: Type of rental housing structure securing mortgages 
insured by FHA, 1986-1940

::
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ROOMS

Table 56.—Size of dwelling unit: Type of rental housing structure securing mortgages 
insured by FHA, 1985-1940

NUMBER O F
■:

m
; i

Type of structure 1

Number of rooms Walk-up Elevator Detached Total

1Type of structure
Number Percent Number Percent Number NumberPercent Percent f

Number of dwelling 
units 1 Walk-up Detached TotalElevator !i 25 0.1 3 0.1 28 0.1

1H (’)7 3 0.1 (>)10
2 420. ...........1.0. .......... 290. 5.9.Number Number Percent Number Percent 719. 2.3Number Percent Percent
2 H 183 .7 10G 2.1 289 .9
3 8,941 

5,085- 
5,910 
3.249 
2,219-

33.9 1,414
-...1,090.

1,003

28.4 178 31.9 0,533
___ 6,181.

7,095
4,062

....2,571.

33.0
3 H .........19.3. 22.0Less tban'50................

50 to 99..........................
100 to 199.......................
200 to 299.......................
300 to 399.......................
400 to 499.......................
500 or more...................

Total.......................

Average number of
units...........................

Median number of 
units...........................

41.7 3 10.4 7 77.8 105 39.5 19.495i 4 22.4 20. 1 182 32.7 22.219.7 7 24.1 52 19.545* 4 M 12.3 S13 16.322.3 31.0 61 22.9 12.751 9 1 11.1i 5 8.4 .234. 4.7. .......... 118. .........21.2.8.8 5 17.2 11.1 20 9.8 8.120 1
6^ 4 (J) 4 (J)13.8 3.45 2.2 4 9 |6 306 1.2 12 .3 78 14.0 396 1.22.2 1.95 5
6^ (’) (*)3.5 1 13.1 1 8 3.07
7 (’) 2321 .1 1 .2 .11 !8H 8 8l100.0 29 100.0 9 100.0 266 100.0 1228
9 1 :•1 1

31,914172 62 Total..........

Average rooms. 
Median rooms.

4,984 100.0 • 100.0116 120 26,373 100.0 100.0 557 i
3.7133 20 4.263 71 3 63.7
3.73.63.63.7

iIncludes 108 units which produce no income.
i Loss than 0.05 percont.1 Includes 108 units which produce no income.

i
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CHART 32—MONTHLY RENTAL OF RENTAL HOUSING UNITS, CUMULATIVE,
1935-1940

97RENTAL HOUSING MORTGAGES96
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The next most popular unit, representing 22 percent of the total 
units, generally has two bedrooms. In other respects the floor plan 
of a unit of this size is usually the same as that of the three-room unit. 
The three and one-half-room unit, which accounts for 19 percent of 
the dwelling units, differs from a three-room unit in the addition of a 
small bedroom or of a dining alcove separated from the kitchen. 
Dwelling units of these three sizes account for approximately 75 per
cent of the total units provided under the rental housing program.

Chart 31 aiid Table 56 present a distribution of all dwelling units in 
insured projects by the number of rooms per unit. As shown on the 
chart, approximately 95 percent of family units consist of from three 
to five rooms.

;
i ;

!: l1 !

I
£

;■

£ i
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Average Monthly Room Rental: ; i
•I :i ' It is the policy of the FHA under the rental housing program to 

insure projects whose rental range is low enough to be acceptable to 
large segment of the renting public. In line with this policy the 

FHA has from time to time lowered the maximum room rental per

f • • .:■

$60.00 
$69.99

RENTAL

and has shown a gradual but steady decline since 1938. The average 
rent per room for all projects insured through that year was $14.91 
a month as compared with $14.33 for the projects insured in 1940.

As shown in Table 57, which presents a distribution of rooms by 
average monthly rental and by type of structure, the average rental 
per room for all projects insured from the beginning of operations is 
$14.70 a month. Elevator projects, which can no longer be insured, 
have an average rental of $18.23 per room per month.

Walk-up projects, consisting of 83 percent of the total rooms 
provided in rental projects, have an average room rental of $14.25 
a month. The low average room rental for detached structures, 
$6.59 a month, reflects the influence of the four projects built for relief 
clients. As shown in the table, however, all detached structures, 
including those for the regular rental market, have room rentals of 
less than $10 a month. This is due to the low operating costs for 
detached structures, which exclude many services, such as heating 
and janitor service, normally provided in rental projects.

Monthly Dwelling Unit Rental

As shown in Chart 32, more than half of the total dwelling units in 
projects financed with FHA insured mortgages rent for from $40 to 
$60 a month. According to Table 58, which shows a distribution by 
monthly rentals of all dwelling imits in projects insured through De
cember 1940, almost 70 percent of the units are concentrated in the 
range from $40 to $65 a month.

In the projects composed of walk-up structures, the concentration of 
dwelling units within this rental range is even greater. Because of

307160—41--------7

$40.00
$49.99

UNDER
$30.00

$30.00
$39.99

$50.00
$59.99

$70.00
$79.99

$80.00 
OR OVER: ;! !■:

■a MONTHLY
I;

'■

■imonth for new projects.
Early in the program a maximum of $20 per room per month was 

established with the provision that the Administrator might waive 
the maximum in special cases. In June 1939 the maximum was 
lowered to $15 a month, with the exception of projects in cities of 
population of a million or more where the maximum could not exceed 
$16.50 a month. The last reduction, in May 1940, established a 

of $13.50 and $15 a month, outside and inside metropolitanmaximum
cities, respectively. The effect of the last change is not reflected 
to any degree in the 1940 data because it was limited to new applica
tions accepted after May 1, 1940, only a few of which became insured 
mortgages during the year.

The average room rental, however, has never been excessively high,

it
■i'-i

if.
i

if-Table 57.—Average monthly room rental: Type of rental housing structure securing 
mortgages insured by FHA, 1986—1940it. it

I; Type of structure ! If:1.1Average monthly 
room rental

TotalDetachedElevatorWalk-up

II: Number Percent Number PercentNumber PercentPercentNumber :
!0.3 .3140.3 58 0.3256No income..........

Less than $5.........
$5 to $7.49..............
$7.50 to $9.99........
$10 to $12.49-------
$12.50 to $14.99...
$15 to $17.49.........
$17.50 to $19.99... 
$20 or more...........

Total...............

Average rental... 
Median rental—

i 1.41,661 
1,210 
6, 080 
7,598^ 

44, 233 
34, 888
16,888M

4, 660

.8 863 37.1798
1.01,210 52.0 .
5.1 H6.26,080 

7,344^
44,078 
32,2Q8H 

5, 250M 
1.232M

|; I 6.57.5 254 10.9
37.645.3 155 9 I!14! 52,589^ 

11,638 
3,427^

29.733.2
14.48 5.4 65.1

: I4.01.3 19.2■: ;il 100.0 100.0 100.017.86897,338 2,327 117, 533100.0

il$18.23 
18.00

$0.59$14.25
14.50

$14.70 
14.70H ill 6.87

Vi
1

!:!\l ii



•'! %

98 RENTAL HOUSING MORTGAGES FEDERAL HOUSING ADMINISTRATION 99 1
higher construction and operating costs for elevator structures the 
rentals are much higher than in walk-up structures. Approximately 
86 percent of the apartments in these structures rent for from $50 to 
$85 a month. More than half of the detached structures rent for 
less than $30 a month. These rentals are not typical, however, 
because of the influence of several projects, previously discussed, 
which were not built for the regular rental market.

Table 58.—Monthly dwelling unit rental: Type of rental housing structure securing 
mortgages insured, 1985-1940

Rental rates used in this section are based on estimates, made prior 
to the insurance of the mortgage, of rentals obtainable in the area in 
which the project is located. Such rentals may be less than the maxi
mum rent allowable, and less than actual rentals during the initial 
periods of operation. After rental estimates have been made for each 
type of dwelling unit within a proposed project, they are entered on a 
rental schedule (used in compiling Tables 58 and 59) and totaled. 
From this total, an average monthly room rental for the entire project 
(used in compiling Table 57) is computed. Rentals for individual 
dwelling units in a project vary not only with the number of rooms but 
with such factors as location of the apartment within a building and 
location of the building within the development. *
Table 59.—Rooms and monthly rental or dwelling units: Percentage distribution 

of units in rental projects with mortgages insured by FI1A, 1935-1940

\
\

■

!I;
i

Type of structure

Monthly dwelling 
unit rented Walk-up DetachedElevator Total

Number Number Number NumberPercent PercentPercent Percent
; r

19S9 0.3 0.4 108 0.3No income...............
Less than $30..........
S30tog4.99.............
$35 to $39.99..............

SSSf:::..
SSS5S::: 
SUSS:::
$70 to $74.99...

88SK:::
$85 to $89.09....
$90 or more------

Total.......... .

A verage rental. 
Median rental.

:Monthly dwelling unit rental284 51.0330 1.3 3 .1 617 1.9
.......... 005............961.

1,630

1 
........... 700.

............3.6. .........11.7. -•!:S
....SS.

4, 395 
4, 078 

....4,454.

iss

3.2
0.2 .7

3.4
151 27.1 Number of rooms per 

dwelling
5.7 $8014.3 47 8.4167 12.5 $55 to 

$59.99
$60 to
$64.99

$05 to 
$69.99

$70 to 
$79.99

$40 to 
$44.99

$45 to 
$49.99

$50 to 
$54.99

Under $30 to 
$39.99 and Total........ 17.6. ____ 127. .......... 2.5. ..........14.9 i ‘ v.$30.......io':13.3 804 17.3 1.8 over13.8 1 ■t14.0 393 7.9 12.8

........13.4...............918. ........ 18.4. 14.0
Walk-up: 

Less than 3.
7.1 430 8.6 7.2

2.41.3 0.6 0.1 0.10.34.3 680 13.6 5.7
4.5 1.0 0.2 0.3 33.910.44.7 11.5.7

(’)
_____ 2.7...............364. ........... 7. 3. 3............ 3.4

3.8 (’)5.6 4.4 1.7 0.5 .5 19.31.3 1.53 K1.0 660 13.3263 2.9
4.8 7.9 3.3 1.4 0.2 22.4.7 3.3.3 1 .43.2 4.3 100 244S4 .7

.4 .0 2.2 2.2 2. 1 1.7 .4 12.32.4 34 H.0 3.2 308147 161 1.0
1.6 2.9 1.0 8.4.1 .2 1.4 1.0.26......................

More than 5. (*) (*).3 .2 .2 .2 .3 1.3. 1100.0 4,984 100.0 557 100.0 31,91426,373 100.0

13.3 14.0 13.4 7.1 7.0 1.9 100.09.8 14.3 17.6Total. 1.6$27.53 
27.14

$65.36 
63.61

$54.15 
54.79

$52. 60 
54.43

Elevator: 
Less than 3 0.0 0.6 8.22.2 0.00.6 3.40.2 (J) (»)4.0 3.8 28.4.3 16.5 2.9.2 . 13

22.02.6 14.1 .9 4.1.23'A 1Distribution of Units by Size and Rental Groups

The close relationship between the size of the dwelling unit and 
amount of monthly rental is apparent from Table 59, which shows the 
percentage distribution by number of rooms and monthly rental of all 
dwelling units in rental projects insured from the beginning of opera
tions. For example, two-thirds of the total three-room dwelling units 
rent for from $30 to $50 a month, two-thirds of the units of 3rooms 
rent for from $45 to $65 a month, and two-thirds of the 4-room units 
rent for from $50 to $70 a month.

The table also presents a distribution for each type of structure. 
The distribution of units in walk-up structures is approximately the 
same as that for total units. In elevator projects, however, the rentals 
are higher than in projects of the other types for the same number of 
rooms. For example, 98 percent of the three-room units in elevator 
apartments rent for more than $50 a month while 81 percent of the 
units of this size in walk-up structures rent for less than $50 a month. 
In detached structures, for reasons previously discussed, dwelling 
units of a given number of rooms have a much lower rental than those 
in structures of other types.

(’) 3.7 10.9 5.2 20.1.1 .2! 4
.0 .2 5.9 9.5 16.3.14H 4.74.7(*)5

.3 .3More than 5
•• :118.4 8.6 20.9 19.7 100.02.5 17.3 7.9.8 3.4Total. .5

Detached: 
Less than 3 s'31.93.628.33
3 M 32.75.820.5 6.44
4H Ik21.21.817.61.85 ii14.211.8 2.0.4More than 5|

100.0f 1.838.8 8.4Total. 51.0

All Types: 
Less than 3..

In::::::::::
, !

3.30.1 0.10.5 0.21.01.10.3 i
ii8 33.00.36.3 2.0 .6 0.58.64.0 9.61.1 i19.43.0 3.7 .6 1.03.61.2 4.6(*) 1.1

22.23.3 2.9 .94.0 6.6.6 2.7.2 .5.54
2.3 1.8 12.71.8.3 .6 1.8 1.9.22.04 ^ ■ i8.1.8 2.5 1.61.3 1.1.1 .2.3.2 II5 (*) .1 .3 1.3(s) .2.2 .2(»).2.1More than 6 !i
9.1 4.6 100.013.8 12.8 14.0 7.212. 5 14.98.02.2Total..................

! '
i Includes 108 units which produce no income. 
* Less than 0.05 percent.
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!
iExpenaitures are made for {a) salaries and administrative expenses,

(b) furniture and equipment, (c) acquisition, management, and sale of 
acquired properties, including cash adjustments, interest on and re
demption of debentures, payment of certificates of claim and refunds 
to mortgagors, (<d) settlement of Title I claims, and (e) investment of 
surplus funds.

Separate estimates of income and expenses of the Title I Insurance 
Fund, the Mutual Mortgage Insurance Fund, and the Housing Insur
ance Fund are submitted annually to Congress in cooperation with 
the Bureau of the Budget, as well as estimates of operating expenses of 
the Administration and of the amounts required to pay Title I insur
ance claims.

Part VI
ACCOUNTS AND FINANCE

:••

:
i ;

1
^PHE accounting records and fiscal controls of all funds of the Federal 

Housing Administration are centralized in Washington, D. C. 
They have been established and are maintained in accordance with ac
cepted Government procedures, adapted to the particular require
ments of the National Housing Act. All cash and investments are 
deposited with the Treasurer of the United States and all disburse
ments are made through the Chief Disbursing Officer of the Treasury. - 

The principal sources of income of the FHA are (a) examination fees 
and insurance premiums under Titles I and II, (6) interest on invest
ments of the Mutual Mortgage Insurance and Housing Insurance 
Funds, (c) recoveries on Title I defaulted notes and proceeds from the 
rental and sale of properties acquired after default under the terms of 
Title II insurance, (d) allocations from the Reconstruction Finance 
Corporation for the payment of a portion of the claims under Title I, 
and (e) miscellaneous receipts.'
Statement 1.—Volume of insurance under Titles I and II, and costs of operation 

of the Administration by 6-month periods, 1934-1/0

{;
■

:

Statement 2.—Income from fees, insurance premiums, and interest on investments 
under titles I and II by 6-month periods, 1934-1940<

II
Examina
tion and 

special fees

Prepay
ment pre

miums

Interest on 
on invest

ments
Initial

premiums
Renewal

premiums Total

! !Title I:
1939— Second half.
1940— First half... 

Second half.

$34,760 
80,757 
05,000

$1,208,004
1,780,541
2,475,400

$1,302,814 
1,801,298 
2, 557,044 I$10,038 :Total. 181,113 5,52-1,005 10,038 6,721,156 '

;Title II, Sec. 203:
1934— Second half.
1935— First half... 

Second half.
1930—First half... 

Second half.
1937— First half... 

Second half.
1938— First half... 

Second half.
1939— -First half... 

Second half.
1940— First half... 

Second half.

$113,423 
143,258 
141,704 
153,402 
180,494 
223,842 
273, 531 
283,167 
279, 2S4 
280,025 
310,015 
323,915 
335,879

113,423 
407,9S3 

1,120,081 
1,350,305 
2,754,066 
2,900,467 
3,581,319 
4,050,3S6 
5,343,997 
5,745,731 
6,030,043 
7,37S, S85 
8,777,264

241,285 
522,309 
634,629 

1,027,439 
98-1,934 
792,386 

1,382,735 
1,707,280 
1,897,792 
1,719,381 
2,155, 588 
2,205,021

23,440 
401,403 
531,770 

1,009,89-1 
990,715 

1,115,323 
824,344 

1,234,359 
1,141,251 
1,481,065 
1,522, 618 
2,078,937

64,082 
30,589 

514,276 
640,999 

1,311,845 
1,451,451 
1,931,072 
2,249,047 
2,874,482 
3, 073,754 
3,846,155

$523
5,975 

21,963 
59,977 
88,234 

108, 689 
132,002 
177,016 
239, 100 
303,010 
311,272

Expenses incurredInsurance written
i

Moderniza
tion and 
property 
improve

ment notes 
insured

Rental 
and group 

housing 
mortgages 
insured

;■

Period Total vol
ume of 

insurance

Total 
operating 
expenses 1

Small home 
mortgages 

insured
Total.Depart

mental
15,330,839 12,301,119 17,977,762i 1,447,761 3,048,539 50,160,010Field

Titlo II, Secs. 207-210:
1935—First half.........

Second half...
1930—First half........

Second half...
1937—First half........

Second half...
1038—First half.........

Second half...
1939— First half.........

Second half...
1940— First half.........

Second half...

4,375 
7,400 
4,000 
5,800 

16,150 
37,100 
8-1,200 

135,048 
184,0S9 
75,095 
39,915 
24,115

4.375 
7,400
8.375 

13,200 
27,563 
49,900

206,509 
421,467 
442,771 
290,001 
397,205 
269,214

4,376 
7,400 

11,413 
12,305 
21,668 
48,182 

131,904 
161,901 
289, SOS 
212,999

i 1934:
Last half..............

1935:
First half.............
Last half_______

1936:
First half..............
Last half_______

1937:
First half..............
Last half..............

1938:
First half..............
Last half...............

: $444,037

2,496,899 
3,840,726

3,873,014 
3,337, 208

3,248,242 
2,470, 521

3,177,693 
4,192,999

4,255,032 
4,434,456

4, 468, 388 
4, 540,773

$30, 450, 583 $1,739,770

73,925,803 4,533,356 
2-15,931,355 5,766,816

253,376,42S 6,319,683 
303,819,591 5,081,559

200.025,540 5,169,376 
235,279,057 4,100,609

2-13,029,068 5,118,269 
450,553,514 6,228,342

449,952,483 6,370,371 
503,871,645 6,590,952
432,380,683 0,576,266 
593,062,926 6,690,518

$1,295,733

2,036, 457 
1,926,090

2,446,069 
1,744,351

1,921,134 
1, 630,088

1,910.576
2,035,343

2,115,339 
2,156,496

2,107,878 
2,143,745

$30,450, 583

61,536.494 
162,083,652

141,811,958 
101, 337,955

* 60,481,416 
2 -98,818

51,403,918 
121,343, 390

106,209,058 
126, 858, 291

106, 754. 490 
169,780,875

it555
94*210 

225,296 
113,003 
26,169 
21,514 

1,932

$11,514,309 
82,307,703

110,704,470 
198,180, 636

190.955,124
227,417,875

170,649,400 
302,506,724

300, 700,800 
362,715,354

318,485,193 
418, 005,151

$875,000
1.480.000

800,000 
1, 301,000

2.589.000 
7,960, 000

20,975,750 
26,613,400

37,042, 625 
14, 298,000

7,147, 000 
6,870,900

6,425 
12,9-11 
13,715 
22,136 
22,118 
22.104

11
If1,700 

23, S50 
8.06-1

:•
!
; Total. 482,739 617,293 904,955 99,43933,014 2,13S, 0-10

iTotal Income:
1934— Second half.......... .
1935— First half................

Second half............
1936— First half.............. .

Second half.......... .
1937— First half.............. .

Second half...........
1938— First half...............

Second half...........
1939— First half...............

Second half..........
1940— First half...............

Second half............

113,423 
143,25S 
141,704 
153,402 
ISO, 494 
223, S42 
273,531 
289,592 
292,225 
294,340 
338,151 
340,033 
357,9S3

113,423 
412, 35S 

1,127, 1S1
I, 364,740 
2,767,266 
2,93-1,030 
3,631,279 
4,256, S95 
5,765,464 
6,1S8, 502 
8,222, S58 
9,637,3SS
II, 603,522

241,285 
522,369 
634,629 

1,027,439 
9S4,934 
792,941 

1,476,945 
1,992, 
2,010,855 
1,7S0, 300 
2,257,859 
2,272,559

27,815 
408,803 
535, 770 

1,015,694 
1,012,865 
1,152,423 

908,550 
1,309,407 
1,325,340 
2,824,224 
3,343,074 
4,578,452

‘ 1939: 54,0S2 
34,904 

521,676 
652,412 

1,324,150 
1,473. 119 
1,979,254 
2,380.951 
3,039,3S3 
3,363,502 
4,075,192

523First half................
Last half.........

1940:
First half------

’ Last half.-----

6,975 
21,963 
59,977 
88,234 

10S, 6S9 
132,002 
177,016 
240,800 
326,860 
319,336

■ :

i
576Total, 1934-40___  1,242,959,202 2,700,362,739 126,952,675 4,076, 204,670 70,285,887 25,499,899 44,785,988 4

I
J Expenses encumbered in subsequent years have been applied to year in which incurred. Capitalized

or Feb. 3. 1938, authorized
resumption of Title I Insurance. Total. 18,502,417 18,898,745 1, 181,37515,99-1,691 3,147,978 58,025,206

! •
!!
i'.
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Statement 3.—Summary of Title I accounts: Notes insured, claims paid, and 
________________ recoveries cumulative through Dec. 31, 19/,0Previous to July 1, 1940, the appropriations for administrative ex

penses of the Federal Housing Administration were met partly through 
allocation of funds from the Reconstruction Finance Corporation (in 
accordance with the provisions of Section 4 of the National Housing 
Act) and the remainder by transfer from the insurance funds. Begin
ning with the current fiscal year, all moneys for operating expenses 
are derived from earnings of the insurance funds.

For the fiscal year ended June 30, 1940, the available appropriation 
for administrative expenses of $13,500,000 was met by an allocation 
of $3,500,000 from Reconstruction Finance Corporation and transfers 
of $9,450,000 from the Mutual Mortgage Insurance Fund and $850,000 
from the Title I Insurance Fund.

The total appropriation of $13,300,000 for administrative expenses 
for the current fiscal year ending June 30, 1941, is being met by trans- 
fere of $10,900,000 from the Mutual Mortgage Insurance Fund, 
$1,200,000 from the Housing Insurance Fund, and $1,200,000 from the 
Title I Insurance Fund.

The National Housing Act (Sections 2 (f), 205 (b), and 207 (f)) au
thorizes the payment of operating expenses out of the insurance funds, 
and the independent offices appropriations acts stipulate the amounts 
that are authorized for expenditure.

Until the current fiscal year, all funds for the settlement of Title I 
insurance losses were allocated from Reconstruction Finance Corpo
ration under authority of Section 4 of the National Housing Act. 
The Independent Offices Appropriation Act, 1941, provided that 
$3,000,000 of the collections of Title I insurance premiums and $4,- 
000,000 of Reconstruction Finance Corporation funds be made avail
able during the current fiscal year for the payment of such losses.

The volume of insurance from the beginning of operations to Decem
ber 31, 1940, is compared with the expenses of operation and the income 
for the same period in Statement 1. Statement 2 sets forth all fees, 
insurance premiums and interest income received from Titles I and 
II through December 31, 1940.

Notes insured prior 
to Feb. 3, 1938, 
amendment

Notes insured under 
Feb. 3,1938, amend
ment

Notes insured under 
June 3,1939, amend
ment

II 82
ss IITotal Title I 

transactions
o oo

o*o *0*0 

11s
*5*3

ill 1?Amount allfll
Amount Amount

HIIII
Number of notes

insured...............
Notes insured, face 

amount..............
606,601

100.000 $311,914.893.92 100.000 $365,992,30S. 67 100.000
3,009,224 1,461,525

$1.242.959,262.40 $562.052.059.81
881,098

Number of claims
paid..................

Amount of claims
paid...................

Cash collections 
on notes.............

122,098
$30,511,449.85

17,065
$6,763,329,83 2.14S $1,768,398.58

4,552100,481
$21,979,721.44 .4833.911

633,716.72 . 201 44,265.20 . 0126.493,616.89 5,815,634.97 1.035
Repossessed

property:
Cash received 

on sales:
By FIIA........
By Treasury. 

Unrecovercd, 
balances on
sales..............

Transferred to 
other Govern
ment activi-

1 i

3,700.04
12.50

136,926.17 
11,784.7f ^ 772.25

223,681.40 219,285.97 4,395.49

ties . 1,197.5722,019.013,887,247.2$ 
1,223.95 

15,468.74

3,864,030.10
I, 223.95

II, 783.00

Destroyed by
Treasury.......

Available for
transfer.........

Available for
3,685. 68

sale 6,179.03 5.732.97 440.06
1,197.57 .000Total......... 34.259.3$ .0114,282,511.38 1,247,054.43 .756

Total cash re
covery and 
repossessed 
property__

Total unrecovercd
claims................

Uncollectible note 
balances in sus
pense..................

Notes receiv
able in proc
ess of collec
tion..............

Title I claims in 
audit:

Number of
claims.............

Amount of
claims.............

Not included In 
above figures: 

Interest col
lected on notes 

Overpayments 
on closed cases 

Property on 
which pick-up 
orders have 
been issued— 

Recovery of 
costs-Judg-
monls..............

Unallocated and 
sundry items..

1145.462.77 .012667.976.10 . 21210, 776.128.27 10.062,6S0.40 1.791

1,722,935.81 .47119.735,321.58 11,917,032.04 2.120 6,095,353.73 1.930

14,605.45 . 004307,980.42 . 0983,921,576.57 . 6984,244,162.44

.4671,708,330. 367,095.455.47 1.422 5,787.373.31 1.S3815.491.159.14TITLE I PROPERTY IMPROVEMENT LOAN INSURANCE
I,

!Up to December 31, 1940, approved lending institutions had reported 
3,009,224 loans of a face amount of $1,242,959,262 for insurance 
under Title I. On these loans, a total of 122,098 insurance claims 
have been paid in the amount of $30,511,449.85.

A summary of the notes insured under the original act and subse
quent amendments, the claims and recoveries thereunder, and the 
present status of the collection and property accounts are set forth 
in Statement 3.

Of the notes shown on Statement 3 as insured under the amendment 
of February 3, 1938, a total of 14,464 notes in the face amount of

538474861,098 :$208,099.40$143,957.34$26,270.52$378,327.26
: i

;158.655,952.01 
44.26

154,692.54 
726.93

160,803.20 
771.19 !

1
!1,952.089,614.1020,473. 2332,039.41
i

1,863.19 
874.40|

8,241.69
11,069.74

10,104.88 
11,044.14

.
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Statement 5 —Insurance reserves under Title I authorized, established, released, 
and remaining unallocated as of Dec. 81, 19/f0, as provided under Secs. 2 and 6, 
National Housing Act

ACCOUNTS AND FINANCE

$30,881,996.29 were class 3 loans for new construction. Claims of 
$501,737.71 have been paid on 262 of such notes and recoveries in 
the form of cash collections have been made in the amount of $25,986.35.

Under the June 3, 1939, amendment, 11,098 notes in face amoimt 
of $32,546,134.04 were insured under class 3. Three claims have been 
paid in the amoimt of $6,566.86, against which no recoveries had been 
made up to December 31, 1940.

Upon payment of the insurance losses, the notes and other claims 
against the borrowers become the property of the FHA and are turned 
over to the Division of Collection of the FHA for collection, salvage, 
or other disposition. The repossession of property is handled by the 
Procurement Division of the Treasury Department upon request of 
the Administration. Repossessed property may be either sold on 
the market or transferred, if it can be utilized, to other agencies of 
the United States Government. The cash recovery on the notes and 
the proceeds from the sale of repossessed property are deposited in 
the Treasury and subsequently covered into miscellaneous receipts.

After all reasonable collection efforts are exhausted, the uncollectible 
note balances are reported to the .General Accounting Office. When 
the notes are paid in full as to principal, effort is made to collect the 
interest accrued thereon. Such interest collections are also credited 
to general fund receipts of the Treasury.

A statement of the notes insured, claims paid and recoveries by 
years is given below.
Statement 4.—Summary of Title I notes insured, claims for insurance paid, and 

recoveries on defaulted notes purchased under the origina ,and amended acts by 
calendar year, 1934-1940

105
i

: 1
Charges against liability limitation 

as of Dec. 31,1910 :i
! Gross re

serves 
established

i Reserves
releasedItem Summation t

i
Outstand
ing con
tingent 
liability

Claims
paidi Total

Basic liability limitation es
tablished by Congress..........

Insurance reserves:
Sec. 2:

20 percent, original act__
10 percent, amendment of

Apr. 3, 1936....................
10 percent, amendment of

Feb.3,1938....................
10 percent, amendment of 

June 3, 1939....................

!$100,000,000 :
$60,332,338 

17,257,958 
27,308,999 
31,914,816 

297, 290

!$49,749,253 $1,109,630 $15,473,455 $16,583,085
7,009,871 3,784,396 6,463,691 10,248,087

................... 20,545,669 6,763,330 27,308,999

................... 30,146,417 1,708,399 31,914,816

................... 260,029

i

:
;

Sec. 6:
20 percent, amendment of

Apr. 22, 1937.................
10 percent, amendment of 

Apr. 17, 1936.................

■

37,261 297,290

11,913 1,453 5,146 5,314 10,460
Total....... ...................

Insurance premium charges 
received (deduct).................

Net charges against liability 
limitation__ :......................

Total unallocated amount 
available for use as reserves..

143,123,314 56,760,577 55, 851,287 30,511,450 80,362,737
5,540,043

80,822, 694 80,-822,694

19,177, 300

by such financial institution for such purposes on and after July 1, 1939, exceed 
10 per centum of the total amount of such loans, advances of credit, and purchases. 
The total liability which may be outstanding at any time plus the amount of 
claims paid in respect of all insurance heretofore and hereafter granted under this 
section and section 6, as amended, less the amount collected from insurance 
premiums and deposited in the Treasury of the United States under the provisions 
of subsection (f) of this section, shall not exceed in the aggregate $100,000,000.

The Administration maintains a constant check of the estimated 
outstanding balances and verifies them with the call report secured 
annually from qualified Title I lending institutions. By this means it 
has determined that at all times the actual liability has been within 
the legal limitation.

As of December 31, 1940 the excess of established reserves over out
standing balances of the notes involved was $56,760,577. After 
releasing that excess of reserves, it will be noted from the following 
statement that there was an approximate unencumbered reserve 
available for additional operations of $19,177,306. It is estimated 
that this sum, augmented by further releases from liability as earlier 
insured notes approach maturity and supplemented by receipts of 
insurance premiums, will be adequate to meet the expected volume of 
insurance under the amendment of June 3, 1939.

Insurance Premiums and Fees

Under the June 3,1939, amendment to the act, effective July 1,1939, 
the Administrator was authorized to collect a premium charge for

Recoveries on defaulted notes purchased IClaims for 
insurance 

paid
Cash receipts

Year Notes insured rEquipment
repossessedTotal iOn sales of 

repossessed 
equipment

; !On notes
i
!

1934 $30.450,583 
223,620, 146 
246,149,913 
60,382,598 

172,747,308 
233,067,349 
276,541,365

1935 $447,448 
5,884,885 
6.890,897 
0,016.307 
4,728, 345 
6,543, 5CS

$9,916 $9,916 
272, 094 
913,758 

1,489,044 
1,919,524 
1,888,681

1930 946,912 
2, 602, 355 
2,673, 660 
2, 280, 093 
2,031,087

$20, 513 
28,537 
63, 373 
22. 429 
13,859

$653.705 
1,660,060 
1,121,2-13 

344,740 
129,1-17

1937
1938.
1939
1910 -

;Total. 1,242,959,262 30,511,450 10,651,223 6, 493, Cl 7 148,711 > 3,908,895
:

i Equipment repossessed does not include unrccovored balances on sales and property destroyed by 
Treasury. IReserves

Section 2 of Title I of the National Housing Act as amended June 
3, 1939, contains the following provision as to the maximum liability 
which the Administrator may incur with respect to insured loans 
under sections 2 and 6:

In no case shall the insurance granted by the Administrator under this section 
to any such financial institution on loans, advances of credit, and purchases made

!
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insurance granted under Title I not to exceed three-quarters of 1 
percent per annum of the net proceeds of the loan. This amendment 
further provided that the moneys derived from such insurance pre
miums shall be available for defraying the operating expenses of the 
Federal Housing Administration and that any amounts not needed for 
such purposes may be used for the payment of claims in connection 
with the insurance granted under this title.

On applications for class 3 loans submitted since July 1, 1939, the 
Administrator has provided by regulation for an examination or con
formity fee of $10 per case.

The collections from examination fees and insurance premiums which 
have been deposited in the Treasury to the credit of the Title I 
Insurance Fund are shown below.
Statement 6.—Receipts of the Title I Insurance Fund from examination fees and 

insurance premiums authorized under amendment of June 3, 1939, through Dec. 
81, 1940

FEDERAL HOUSING ADMINISTRATION

TITLE II: MUTUAL MORTGAGE INSURANCE ACCOUNTS
A review is made in Washington of all insurance contracts on small- 
home mortgages executed in the field under Section 203 of the Act 
to determine their compliance with the rules and regulations and to 
establish appropriate insurance accounts and records.

Fees and insurance premiums collected from insured mortgagees by 
the Federal Housing Administration are deposited with the Treasurer 
of the United States to the credit of the Mutual Mortgage Insurance 
Fund. All such income is identified with its individual mortgage and 
is verified and allocated to the group account to which the mortgage 
has been assigned.

Receipts from fees and insurance premiums on Rental Housing 
Projects insured under Section 207 prior to the amendments of 
February 3, 1938, to the National Housing Act are deposited in the 
Mutual Mortgage Insurance Fund. Under the provisions of these 
amendments, a separate Housing Insurance Fund was established 
(see p. 114) to which receipts from all new housing projects insured 
under Sections 207 and 210 after February 3, 1938, are credited.

There is given below a statement by years of the fee and premium 
income which has been deposited with the Treasurer of the United 
States to the credit of the Mutual Mortgage Insurance Fund.
Statement 9.—Receipts of the Mutual Mortgage Insurance Fund from examina

tion fees, insurance, and prepayment premiums under Sections 203 and 207, by 
years, 1935-1940

107
r!

;
;

i

i

■

Class 3
Class l 

premiums
Class 2 

premiumsCalendar year Total
Examination

feesPremiums

1939........... $1,097,017.05
3.955.432.38

$26.520.65 
134.491.73

§143,625.88 
182,145.32

$34,750.00 
14G, 3C2. S5

$1.302, SI3. 5$ 
4,418,342. 2S1940

Total. 5,053.349.43 181,112.85 5, 721.155. S6160,922.38 325,771.20

A statement of the resources and liabilities of the Title I Insurance 
Fund showing the excess of resources over liabilities is set forth below, 
as well as an analysis of changes in the fund during the year 1940.
Statement 7.—Resources and liabilities of the Title I Insurance Fund as of Decem

ber 1939, June 1940, and December 1940

IF!:Total receipts 
under sec.

Total receipts 
under sec.Calendar year Grand total

203 207 l1 I1935. $1,243,102 
3,776, 535 
5,990.413 
8,831,932 

11,779,134 
15.496,355

$11,775 
21,575 
77,522 
98,332 
52,227 
8,695

$1,251, S77 
3.79S.U0 
6,067.935 
8,930,261 

11.831,361 
15.505,050

1936.
:1937.

1938 !039Dec. 31, 1939 June 30, 1940 Dec. 31, 1940 1940 II

-ITotal * 47,387, 59747,117,471 270,126 :!Resources:
Cash on deposit with Treasurer of United States ... 
Accounts receivable......................................................

Total resources ......................................................... i
Liabilities; Unliquidated obligations on acquired prop

erties..................................................................................

Excess of resources over liabilities......................................

$2,313,861.19 $3,160,990.16 
74.59

$1,302,813.58
• Receipts amounting to $1,708,474 from rental housing projects insured after the 

1938, have been deposited to the Housing Insurance Fund as shown in Statement 17.
2 See statement 2.

A statement showing the resources and liabilities of the Mutual 
Mortgage Insurance Fund and the excess of resources over liabilities 
as of December 31,1939, June 30, 1940 and December 31, 1940 follows.
Statement 10.—Resources and liabilities of the Mutual Mortgage Insurance Fund 

as of December 1989, June 1940, and December 1940

amendment of Feb. 3,
1!3,161,004.75 

10,162.25
1,302,813.68 2,313,861.19 I

ifi1,302,813.58 2,313,861.19 3,150.902.50

Statement 8.—Analysis of changes in the Title I Insurance Fund through December 
1989, June 1940, and December 1940

Dec. 31, 3939 June 30,1940 Dec. 31,1910
:June 30, 1940 Dec. 31,1940Dec. 31,1939

Income and accretions: Fees and premiums (net)...........
Transfers and expenditures:

Transfer to appropriation, administrative expenses.
Transfer to appropriation for payment of claims.......
Expenses on repossessed properties................. ............

Total transfers and expenditures..............................
Excess of income and accretions over transfers and ex

penditures...........................................................................

$1,302,813.58 $3,164,111.96 $5,721,155.86
Resources:

Cash on deposit with Treasurer of United States. 
Accrued income receivable:

Rent and other income on real property...___
Interest on Treasury bonds.................................
Interest on mortgage notes................................ .

Prepaid expenses.....................................................
United States Treasury bonds *.............................
» See Statement 14 for details.

2,050,000. CO 
• 500,000.00 

20.253.36
850,000.00 
.......250.77

$5, SOS, 260.07
6,828.70 

146,381.59 
4,082. SO 
3,399.69 

24,671,314.11

$2,270,210.93
5.524.63 

144,976.62 
1,677.87 
2,417.03 

23,253,904.27

$4,211,808.76
6,254.37 

144,975.63 
2,529.06 
7,477.81 

23.212,770.44

I2,670,253.36850,250.77
i
i3,150,902. 501,302,813.58 2,313,801.10
:

tb
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Debentures Issued and Properties Acquired and Sold

The National Housing Act provides that when, after default, an 
FHA-insured home mortgage is foreclosed and the property trans
ferred with all rights under the mortgage to the Federal Housing 
Administration, the insured institution is entitled to the benefits of 
the mortgage insurance.

These benefits include interest-bearing Mutual Mortgage Insurance 
Fund debentures in an amount equal to the value of the mortgage 
defined in the act, and a certificate of claim covering all amounts due 
under the mortgage which are not covered by the debentures, including 
necessary expenses incurred in foreclosing the mortgage and 
veying the property.

The debentures are dated as of the date foreclosure proceedings 
instituted and bear interest from that date. On mortgages insured 
prior to February 3, 1938, mortgagees may elect to accept debentures 
bearing interest at 3 percent without tax exemption, or at 2% percent-, 
with certain tax exemption provisions. On mortgages insured 
after February 3, 1938, only 2% percent debentures are issued and 
these contain the tax exemption provision.

A report of the foreclosed properties sold by the FHA and those 
on hand at December 31,1940, by year of acquisition, together with the 
loss to the fund on the sold properties, is furnished in Statement 12. 
Statement 13 sets forth the number of foreclosed properties acquired, 
sold and on hand by State location of the property, as well as the 
amount of debentures and certificates of claim issued in exchange 
therefor.

109108 ACCOUNTS AND FINANCE

:Statement 10.—Resources and liabilities, of the Mutual Mortgage Insurance Fund 
as of December 1939, June 1940, and December 1940-—Continued |

i

Dec. 31,1940Dec. 31, 1939 Juno 30,1910

Resources—Continued.
Stock in rental housing corporations (donated prior

to Feb. 3,1938), 1,440 shares 2.....................................
Mortgage notes and purchase contracts on sold prop

erties............................................................................
■ Real property at cost (debentures plus cash adjust

ments)...........................................................................

Total resources..........................................................

$4,674,155.44 
3,538,409.80

$1,807,260.30 
2, S39,494.68

$3,002,503.21 
3,650.S99.85 as

38,852,832.2030, 325,466.39 34,299,219.13

Liabilities:
Cash adjustments on debentures authorized............
Accrued interest on debentures..................................
Unliquidated obligations:

On real pro per ties.....................................................
On certificates of claim and refunds to mortgagors..

Mortgagors’ escrow deposits.......................................
Earnest money on pending sales................................
Debentures payable:

Outstanding................................... ..........................
Authorized................................................................
Claims in audit................................................. ........

Total liabilities......................................................
Excess of resources over liabilities.....................................

Contingent liability for certificates of claim on proper
ties still on hand:

Certificates of claim outstanding....................................
Certificates of claim authorized................... .................
Certificates of claim in audit............ ................ .............

Total contingent liability................ -........... -......... .

1,599.13 
84,162.77

01,793.71 
53,181.20 
38,749.26 
41,308.32

5,477,105.28 
273,050.00 
503,668.80

2,002.77 
101,150.12

71,461.09 
74,012.33 
60, 100.71 
24,770.70

6,571,755.28 
382, 250.00 
735,129.74

683.32 
53,690.61
42,760.47 
39,755.15 
20,29-1.95 
16,682.03

3,547,398.67 
157,250.00 
639,287.51

con- ;
:

were

8,028, 033.340.607,618.534,517,809.34
30,824,198.8027,731,000.6025, S07.057.05

245, 54S. 19 
23,853.11 
29,524.55

200,179.29 
31,970.21 
40,074.73

170,014.36 
12,375.17 
36,879.67

278,230.23298,925.85225,269.20

i As of Dec. 31, 1939, and June 30, 1940, the fund held 1,550 shares of donated rental housing stock.

The following statement analyzes the changes in the Mutual Mort 
gage Insurance Fund from its inception to December 31, 1939, for the 
calendar year 1940 and from the beginning of the fund to December 
31, 1940.
Statement II.—Analysis of changes in the Mutual Mortgage Insurance Fund 

through December 1939, June 1940, and December 1940

The issuance and redemption of debentures as well as the payment 
of interest thereon is handled by the Division of Loans and Currency, 
Treasury Department, under an arrangement between the Federal . 
Housing Administrator and the Secretary of the Treasury. Under

iJune 27,1934, to 
Dec. 31, 1940

Jan. 1,1910, to 
Dec. 31,1940

June 27,1934, to 
Dec. 31,1939 Statement 12.—Turn-over of properties acquired under Section 203 of Title II 

contracts of insurance and losses to the Mutual Mortgage Insurance Fund, by 
years, cumulative through December 1940 1

Income and accretions:
Appropriation allocated from Reconstruction Finance

Corporation........ ............................... ............. .............
Fees and mortgage insurance premiums (net) (see

Statement 9)..................................................................
Interest on U. S. Treasury bonds after deduction of

premium amortization................. ................... ......
Income on mortgage notes (net)....................................
Dividends on rental housing stock................................
Miscellaneous........................... ........................................

Total income and accretions.........................................
Transfers and expenditures:

Transfer to Uousing Insurance Fund............... .........
Transfers to appropriation, administrative expenses...
Net charges to fund on account of sold properties.........
Net expenses to date on unsold acquired properties... 
Interest on debentures, in excess of amount applicable

to properties on hand..................................................
Miscellaneous.....................................................................

Total transfers and expenditures-------------------------
Excess of income and accretions over transfers and 

expenditures.................................................................... —

$10,000,000.00

47,387, 597.39
3,048, 538.66 

193, 555.33 
151.00 
30.72

$10,000,000.00
31,882,546.91

2,388,745.24 
01,140. G4 

123. 25 
20.41

Properties acquired Properties sold by years !
Proper
ties on 
hand 
Dec. 

31.1940

$15, 505,050.48
659,793. 42 
132,414.69 

27.75 
10.31

1936-37 1938 1939 1940
Num-Year Iher Loss to 

fund
Num- Loss to 

fund
Num- Loss to 

fund
Num- Loss to 

fund
Num

berher ber ber
00, 629,873.1016,297,296.6544,332,576.45

$5,291 2 $1,039 
S3, 593 
65,411

1936 13 11
$9, 650 
63, 574 

10-1,044
$15,902 
53,117 

242, S4S 
335,141

798 13 5,374 07 7 419371,000,000.00 
27,425, 000.00 

985,074.26 
’ 291,789.48

103,809. 67

1,000.000.00 
16,975,000.00 

337,975. 89 
176, 747.76
35,194.92

139 09 M5 41321193810,450, 000.00 
6-17,09S. 37 
115,011.72
68,614.75

!3 316 159753 2781939
632 4911,1231940

4 997 60S208 150,043 384 177,268 647,098Total. 2,311 24 10,605
.83.83

1 For the 1,613 properties sold, the average time between acquisition by the Federal Housing Adminis
tration and the date of sale was 5 months nnd 15 days.

3 After deduction of 2 repossessed properties.
■ * After deduction of 1 repossessed property.

4 After deduction of 3 repossessed properties.

29,805,674.2418,524,919.40 11,280,754. S4

30,824,198.8625,807,657.05 5,016,541.81

i



:
! FEDERAL HOUSING ADMINISTRATION

When surplus cash accumulates in the Mutual Mortgage Insurance 
Fund which is not needed for current operations, it is cither invested in 
Treasury bonds or used to redeem debentures, whichever is deemed to 
be in the best interests of the fund. Decision to redeem debentures or 
invest in bonds is predicated upon a comparison of the effective rate 
of interest on available issues of Treasury bonds with the interest being 
paid by FHA on debentures.

By arrangement with the Secretary of the Treasury the following 
calls for debentures have been made:

accounts and finance 111110 ;

this procedure, debentures are registered and handled in the same 
manner as other obligations of the United States and the Administra
tion has the additional advantage of an interdepartmental check and
control over its debenture obligations.

Under authority conferred in the February 3,1938, amendment to 
the National Housing Act, 2% percent debentures contain a provision 
that they may be called in for redemption at par and accrued interest 
on any interest date or dates upon three months notice. The 3-per
cent debentures, which may be issued only in connection with mort
gages insured prior to February 3, 1938, are not subject to call, al
though the Administrator has arranged with the Secretary of the 
Treasury to retire such debentures where the holders so desire and the 
Federal Housing Administrator approves.

!

I

Call Date Amount

First... 
Second. 
Third.. 
Fourth

July 1,1939 
Jan. 1,1940 
July 1,1910 
Jan. 1,1941

$681,300 
780,800 

1,200,050 
1,398,400«™-»«•jstAsrsasf rs taav* Total. 4,060,550

;
i

Amount of 
debentures 
and cash 

adjustments

There is given below a list of the investments held for the Mutual 
Mortgage Insurance Fund at December 31, 1940.

While payment of debentures is unconditionally guaranteed by the 
United States, settlement on a certificate of claim is made only if the 
proceeds from the sale of a foreclosed property, after deducting all 
expenses, exceed the amount of the debentures, interest thereon, and 
the cash adjustment.

When a property is sold for cash, the case is audited as soon as all 
expenses have been paid and, in those cases where there is an excess, 
settlement on the certificate of claim and refund to mortgagor are 
made promptly. If the proceeds are insufficient to make payment, the 
mortgagee is advised of the cancelation of the certificate of claim.

However, in case a property is sold under a long-term mortgage or 
purchase contract, no settlement is made on the certificate of claim or 
refund to mortgagor until the mortgage has been paid in full or cash 
received on the note by the Administration.
Statement 14.—Investments of the Mutual Mortgage Insurance Fund as of Dec. SI,

1940

Number of properties Certificates 
of claim 
issuedState

On handAcquired Sold

$5.255 
3,125 
9,025 

52,855 
4,821 

11,279 
17,057 
35.139 

G. 190 
2,315 

32,055 
14, .503 
1.103 

32.915 
16.110 
2,466 
2,904 
9,402 

30,649 
58, 438 
12, 141 
7,237 

29,407

$87,208 
34,057 
95, 259 

711,879 
G3.2S5 

137,145 
152, 721 
288,215 
127,197 
23,105 

344,921 
124, 102 

13.589 
34G, 845 
213,897 
40,150 
37,6G1

100.474 
510,340 
853, 248 
ISO, G75 
112,252
544.474 

5, 34S
37,8G9 
31, 165 

1,682,500 
1,567.710 

98,980 
11.583 

405,818 
191,304 
27, 568 

302,316 
01,2-13 

131,542 
23,084 

301,970 
211,347 
02,192 
01,778 

153, 360 
82,083 
10,535 
88, 020 
3,717 
2,991

71920
3Alabama...............

Arizona...............
Arkansas..............
California.............
Colorado...............
Connecticut........
Delaware..............
Florida..................
Georgia..................
Idaho.....................
Illinois...................
Indiana................
Iowa.......................
Kansas..................
Kentucky.—
Louisiana----------
Maine....................
Maryland............
Massachusetts...
Michigan..............
Minnesota...........
Mississippi.:-----
Missouri...............
Montana..............
Nebraska..............
New Hampshire.
Now Jersey..........
New York............
North Carolina- 
North Dakota.. -
Ohio.....................
Oklahoma.......... -
Oregon-----—------
Pennsylvania.— 
Rhode Island.... 

a South Carolina- 
South Dakota.. .
Tennessee.............
Texas......................
Utah.......................
Vermont...............
Virginia................
Washington.........
West Virginia...
Wisconsin.............
Wyoming.............
Alaska....................

47 52031 4893141 0713 02020
101222 90372

G37
6

43
10 2GO02
81820

33 5050112
113142

5712 0612 71522 i1580101 ■49104153 'S2432 123143 !3783120 784 :22 4,035
1,827

158,419
151,325

5,959

21214 i
3G

133154287
101 :165200 81725 879

44 34,891 
17,890 
2,431 

35, 750 
3,685 

11.312 
1,930 

20,004 
10,129 
6, 122 
7,116 

11.059 
9,474 
1.775 

10,126

:107591 103242 Premium or 
discount 

(amortized to 
date)

3 i47 Present book 
value

Interest
rate

19 ;71 Par value90 Treasury bonds Purchase price5712 929 i38
189 177289 ;Percent223759 $2,946,676.48 

2,884, S92.11 
3,157,693.94 

545, 678.39 
1,500,000.00 
4,432,398. 17 
6,295,0S3.05 
3,90S, 891.97

$3,086,690.71 
2, 984,345. 13 
3,32-1, 950.20 

544,843.75 
1,500,000.00 
4,441,634.03 
5, 297, 091.65 
3,921, 542. 22

$2,845,000.00
2, 788, 100.00 
2,940,000.00

550,000.00 
1, 500,000.00 
4,389,500.00 
5, 242,850.00
3, 683, 350.00

$101,676. 48 
06, 792.11 

217,693.04 
-4,321. 01

"42,898.17 
52, 233.05 

225,541.97

iScries of 1044-54_______
Series of 1946-56...............
Scries of 1947-52...............
Series of 1951-54------------
Series of 1054-56...............
Series of 1955-00------------
Series of 1956-59...............
Scries of 1900-05...............

Total investments >.

431310 35471118 4M1575S 2«1311 i2Km00 71118 410 294112 2-17 29411 1
908,770 24,671,314.1125,101,103.75 23,938,800.00 732,514.1110,804,4006981,6132,311

District of Columbia, Nevada, New Mexico, Hawaii, and
Total1 l

1 Effective annual yield on all bonds of Mutual Mortgage Insurance Fund is 2.77 percent.
been acquired in theNo properties have 

Rico. 1Puerto

I
I
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A statement of the sales of defaulted small homes acquired by the 
Administration through December 31, 1940, supported by Statement 
16 showing the cost of properties sold and properties remaining 
hand, is given below.

HOUSING INSURANCE FUND: SECTIONS 207 AND 210

113ACCOUNTS AND FINANCE t112

Statement 15.—Statement of sale of acquired properties, by years and cumulative
through December 1940________________________

r
;
i
|1940, prop- Total prop

erties sold, crtics sold,1939, prop
erties sold,

on1936-37-38, 
properties 
sold, 232Expenses and charges to Mutual Mortgago 

Insurance Fund
1,613997384

$7,295,953$4,603,222$1, 748,427$944,304Gross proceeds of sales 1.......................................

Selling expenses:
Sales allowances and selling expenses..........
Commissions on sales....................................

Total............................................................

Net proceeds of sale..............................................
Cost of properties sold (statement 16)................

Net loss........................ .............................. -........
Certificates of claim paid or payable—...............
Increment interest on certificates of claim paid

or payable.........................................................
Refunds to mortgagors paid or payable..............

Loss to Mutual Mortgage Insurance Fund-

Average loss to Mutual Mortgage Insurance 
Fund..................................................................

6, 273 
327, S90

3,127 
216,127 For the purpose of carrying out the insurance of rental and group 

housing projects accepted for insurance subsequent to February 3, 
1938, under Sections 207 and 210, the amendments of February 3, 
1938, created the Housing Insurance Fund by transfer of $1,000,000 
from the Mutual Mortgage Insurance Fund.

There is given below a statement by years of the fee and premium 
income which has been deposited with the Treasurer of the United 
States to the credit of the Housing Insurance Fund.

There are given below statements showing the resources and 
liabilities of the Housing Insurance Fund as of December 31, 1939, 
June 30, 1940, and December 31, 1940, and changes in the fund from 
its inception, February 3,1938, to December 31, 1939, for the calendar 
year 1940 and from February 3, 1938, to December 31, 1940.

Cash which has accumulated in the Housing Insurance Fund in 
excess of current needs is invested by the Secretary of the Treasury, 
upon the request of the Federal Housing Administrator, in Treasury 
bonds or other obligations guaranteed by the United States. There is 
given below a list of the investments held for the fund at December 
31, 1940.

2,733 
71,218

413 !40,545
334,163m219, 25-173,95140,95S

4,383, 96S 
4,990, 549

1,674,476 
1,821,431

903.346 
1,049, S90

900,080
6S, 537

606, 5S1 
35,077

146,955 
21,910146,544 

11,550 1
9G5575

4,865
35034 15,4928,0472, 5S0

9S5,074647,098177, 268160,708

611649462693

J Analysis of terms of sale:
Mortgage

notes Sales priceCashNumberTerms of sale

$1,04 1 603 
6,210.496 

31.794
$1,044,663 

729,525
204Properties sold for all cash----------

Properties sold for cash and notes3 
Properties sold for notes only3----

Total........................................

$5,486,971 
34,7941,403

9
7,295,9535,521,765* 1,616 | 1,774, 1S8

3 Average percentage of cash down payments ($729,525) to sales price where mortgage note is taken 
($6,251,291): 11.67 percent.3 Mortgage notes accepted on sale of portions of three properties.

Statement 16.-CM vroveHics ‘years’ and °f yr°verlies on
Properties Acquired and Sold

Of the total 317 rental and group housing projects which had been 
insured under Sections 207 and 210 through December 31, 1940, five 
foreclosed projects had been acquired and one mortgage note had been 
assigned to the Administrator. Four homes, part of a nine-home 
project included in the five acquired projects, had been resold. The 
other four acquired projects were operating imder FHA supervision.

The sales price on the four sold units amounted to $20,750 and 
netted the fund $19,712.50 after deducting sales commissions of

i<Properties sold

i!698 prop
erties on 

hand Dec. 
31,1940

iPercent 
of total 

cost
Aver

age per 
caso

Item Total
(1,613)1936-37- 

38 (232)
!1940 (997)1939 (384)

:
Acquisition costs:

Debentures and cash ad
justments..........................

Interest on debentures
prior to acquisition..........

Taxes, water rent, and 
other expenses accrued
at date of acquisition.......

Initial reconditioning and
improvements..................

Total acquisition and 
reconditioning costs..

Operating and carrying costs: 
Interest on debentures to

date of sale......................
Taxes, water rent, hazard 

insurance, and other ex
pense..................................

Repairs and maintenance..
Total................. -.............

Less rental and other income,

93.18$4,542$7,320,050 
135,703

$4,642,337 
97,181

$956,616 $1,727,097 
7,633 30,889

$3,538,410
59,163 1.7384

!
i.341727,161 

187,847
14,883 

104,160
6,928 

25,148
5,350 

58, 539
9,008 

88,267 2.39116 iStatement' 17.—Receipts of the Housing Insurance Fund from examination fees, 
insurance and prepayment premiums under secs. 207 and 210, by years 1938, 
1939, and 1940

97.644,7597,676,7614.858.5611.790.0623,694.908 1,028,138
!

1.2259 !95,80767,10017,93010, 77775, 762 TotalCalendar year Sec. 210Sec. 207

i1.195S93,459 
53,360 

242,620 
57, 517

66,708 
40, 917

17, 202 
5,050

•;9, 549 
7,387

80,150
60,142 .6833 $510,279 

644, 694 
613,501

$69,650 
36,054 
22,249

$440,629 
60S. 040 
591,252

1938
19393.09150174,72540,18827,713216,054 1910

.733542, 7378,8195,061 128,55381,338 Total 1,639,921 1,768,47-*net
:Total net operating and

carrying costs...... .........
Selling expense on properties

on hand.................................... (
Total cost of properties—

2.36115185,109131,98821.762 1 31.360134.716 307100—41------ 8
675

4,990,549 | 7,861,870 | 4,874 | 100.00-3,830,199 jl, 049,890 j 1,821,431
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Statement 20.—Investments of the Housing Insurance Fund

>•115 !
Statement IS.—Resources and liabilities of the Housing Insurance Fund as of 

December 1939, June 191/0, and December 191/0
■

!as of Dec. 31, 191/0

Premium 
(amortized 

to date)

Dec. 31,1910 Interest
rate

Juno 30,1940Dec. 31,1939 Purchase
price

Treasury bonds Present book 
value

Par value

Resources:
Cash on deposit with Treasurer of United States.................
Accrued ineorao receivable:

Rent and other income on real property............. .............
Interest on Treasury bonds...................................................
Interest on mortgage note acquired uuder terms of in

surance......................................................................................
Prepaid expenses..............................................................................
U. S. Treasury bonds......................................................................
Stock in rental housing projects (13,593 shores)1.....................
Donated stock in rental housing projects (after Feb. 3,1938)

l.OSO shares*....................................................................................
Mortgage notes on sold properties..............................................
Mortgage note acquired under terms of insurance................
Real property at cost (debentures plus cash adjustments)..

Total resources...............................................................................

$529,731.29

3,78-1.13 
8,650.54

$823,487. 4S

14, 426.45 
8,656.42

54,904.53 
15,348. S9 

1, 744,072.34 
11,930.00

$445, 251.53 Percent
Series of 1955-60.............
Series of 1960-65................

Total investment1

m $948,783 
799,982

$930,750 
743,350

$15,045 
53,431

$946,395 
796,781294 |S, 656.62 .

;1,748,765 1,074,100 09,076 1,743,176
18, 996. 55 

1, 743,170.00 
14,130.00

1,716,154.45 
10,530.00 * Effective annual yield on all bonds of the Housing Insurance Fund is 2.56%.

$1,037.50. The total cost of these properties was $21,369.54, consist
ing of book value (debentures and cash adjustment) of $20,401.62 and 
expenses of $967.92. The net loss to the fund, therefore, on the partial 
sale of this project was $1,657.04.

:
18,523.44

2,989,981.25
6,353,478.38 i1, 650, 000.00 

2,054.368. 26

11, OSO, 457.616,377,794.372.210,592. 60 !•
1Liabilities:

Cash adjustments on debentures authorized..........................
Accrued interest on debentures....................................................
Unliquidated obligations:

Unpaid subscriptions for stock in rental housing
projects.......................... ......... ................................................

Real property expense.............................................................
Mortgagors’ escrow deposits................................ .........................
Debentures payable:

Outstanding................................................................................
Authorized...................................................................................
Claims in audit..........................................................................

Reserve for foreclosure cost........... ...............................................

Total liabilities...............................................................................

Excess of resources over liabilities—...................................

Contingent liability for certificates of claim on properties still 
on hand:

Certificates of claim outstanding................................................
Certificates of claim authorized................................................ .
Certificates of claim in audit....................................................... .

Total.................................................................................................

25.10 
40,109.53 87,639.05

ADMINISTRATIVE ACCOUNTS

Detailed costs of operating the field offices and the headquarters 
divisions in Washington, D. C., are maintained by the Administration, 
and Statements 21 and 22 which follow set forth these costs for the 
calendar year 1940.

A combined statement of resources and liabilities of all funds of the 
Federal Housing Administration as of December 31, 1939, June 30, 
1940, and December 31, 1940, follows:

Statement 21.—Operating expenses of administrative offices in Washington, D. C., 
for the calendar year, January-December 191/0

*3£B
444.20

300.00 
23,889.81

400.00

6,373,750.00

2,’ 930,’i 81.’02 
59, 799.63

2,023,850.00 
1,619, 300.00

'’’31,087.’54'

9,517,078.203,774,621.98400.00

2,163,379.442,603,172.392, 210,192.60

134, 550.34 
*47,’ 184." 3<j

55,427.04 
36, 314.17

181,734. 6491,741.21

Office or item Total Salaries Travel Rent All other1 As of Dec 31,1939, there were 10,262 shares of purchased stock and at June 30, 1940, 10,973 shares.
, As of Dec. 31, 1939, and June 30, 1940, there were 980 shares of donated stock.

Office of the Administrator.................................................
Assistant Administrator.......................................................
Assistant to Administrator..................................................
Executive socrotary................................................................
Legal division............... ..........................................................
Public relations division.......................................................
Personnel division..................................................................
Executive assistant and budget officer................ ...........
Washington office management division....................
Comptroller’s division...........................................................
Research and statistics division.........................................
Assistant Administrator for Title I and education:

Assistant Administrator................................................
Education...........................................................................
Titlo I operations........ ....................................................
Collection...........................................................................

Mutual mortgage insurance division..............................
Underwriting division________ ____________________
Technical division............ ............. ......... ........... .................
Land planning division.......................................................
Rental housing division................. ....................................
Rent of space and equipment............................................
Transfer of f unds to:

Treasury Department.................................................
Federal Loan Agency.............................-...................
Post Office Department.................................... -------
Department of Justice.................................................
National Bureau of Standards..................................

Furniture and equipment written of! due to transfer, 
trade-in, etc...........................................................................

Total................................................................................

$44,03S 
28, 328 
31,996 
34, 986 

172,761 
99, 530 

137, 578 
98, 290 

007, 955 
813,381 
201,210

19,005 
136, 718 

9,466 
204,468 
247, S94 
253,029 
94,060 
30,398 

314,742 
368,337

54, S56 
66, 700 
9,615 

13,670 
50,000

75,927

$38,212 
25,711 
29,496 
33,50S 

157,451 
65, 013 

128,5S9 
93,097 

57S, 091 
750,099 
190,334
23,015 
70,179 
8,860 

191,2S5 
20S,175 
217,622 

88, 770 
25,642 

282,407

$1,529 
2,072 
1,258 
1,097 

10, 132 
1,328 
1,631 
1,563 

67 
9, 291 

972

$4,297
IStatement 19.—Analysis of changes in the Housing Insurance Fund through 

December 1939, June 191/0, and December 191/0
545

!1,242
381 i4.S78 

33,195 
7,35S 
3,636 

89,797 
47,391 

■ 9,904

-6. 576 
57,021

!Jan. l, 1940, 
to

Dec. 31, 1940

Feb. 3,1938, 
to

Dec. 31, 1939

Total to 
Dec. 31, 1940

i
:Income and accretions:

Appropriation allocated from Mutual Mortgage Insur
ance Fund......... ..............................................................................

Fees and mortgage insurance premiums (net)........................
Interest income on U. S. Treasury bonds after deduction

of premium amortization.............................................................
Income on mortgage notes..............................................................
Dividends on rental housing stock..............................................

Total income and accretions......................................................

Transfers and expenditures:
- Transfer to appropriation, administrative expenses.............

Net charges to fund on sold properties......................................
Net expenses to date on property still on hand......................

Total transfers and expenditures:...........................................

Excess of income and accretions over transfers and expendi
tures............................................................................................-...........

1,966 
9,518 

278 
7,441 

20,13S 
31,050 
3,500 
2, 703 

13,995

$1,000,000.00 
1,708,474.20

99,439. 25 
185. 78 
30.50

$1,000,000.00 
1,154,973.29

55,216.48

t322$013,500.97

44,222.77 
185.78 
27.67

5,742 
13,5S1 
4,457 
1,790 
2,053 

18,340

i:
i2.83

2,868,129.79057,937.192,210,192.60 !308,337
i]400,000.00 

1, 057. 04 
303,093.31

54.S56 
56. 700 
9,045 

13,670 
50,000
75,927

400,000.00 
1,657.04 

303,093.31
!:

704,750.35704,750.35
;

2,103,370.44 i-40,813.102,210,192. 60 4,208,380: 3,212,662 127,829 368,337 559,552

i
:
I
I
i

f
'i
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Statement 22.—Operating expenses of the field offices for the calendar year January- 
December 1940— Continued

ACCOUNTS AND FINANCE116 117
Statement 22.—Operating expenses of the field offices for the calendar year January-

Dccember 1940
::

AH StateSalaries Travel RentTotal AllCity CityState Total Salarlisother Travel Renti
other

Miscellaneous field offices: 
Farm underwriting offices. 
Kansas....................................

Ohio.........................................

Texas......................................
Miscellaneous field offices. 
Furniture and equipment 

written oil due to trans
fer, trade-in, etc.

Grand total...!............

State and district insuring 
offices:

Alabama.............
Alaska..................
Arizona................
Arkansas............
California............

12,040
6,711

-266

-1,291 
312,599 

60,007

14,704 
4,167

-2,325 290 206$10,339
I, 009 
3,470 
7,705

34, 705 
2.400 

622 
5, SI 6 

34,691 
5,777
4.091 
4.995

14, 918 
7,259 

22,601 
864

2.439 
30,433
8,512 

24,455 
22, 939 
15,560 
9, 910 

13,490 
4,750 
5,448 
7,297 

34,402
11.308
6.091 
9.399 
9,2-18 
3.457 
9,025 
1,432 
1,819

408
20.300 
5,110 
4,223 
5,543 
7, 495 
5,018 
-183

18,939 
2,55-1 
2,715 

17,043 
9,774 

15,753 
7,800 

15,252 
10,900 
1,265 
1,580 
8,028 
2, 592 

14,220 
18,305
11.301
II, 923 
9,200 
3,392

850
12.309 
12,435
7,965 

10,106 
3,287

4,179

5.440 
5,229 
6,151 
5,516

$5,602 
840 

3,379 
2,577 

45,611 
3,477 

843 
4,209 

39,509 
4,742 
4.GS0 
7, 111 
7, 5S9 
5,809 
7,475 
2, 445 
3.748 

20,206 
2,420 

14.058 
5,071 
0,0G5 
0,391 
5,884 
1,828 
8,34-1 
5,1S4 

24,107 
7,642 
2, 7S2 
3,617 
0, 284 
2. 179 
5,223 
1,301 
1,609 

130 
23,930 

2, SSI 
3.436 
7.353 

15. 929 
13,990 

56
6,288 

74 
1,958 

12,919 
5,310 
G, 528 

10,598 
18,202 
5,978 
2,420 
3,321 
6,243 
1,467 
8,012 
7,583 
5,842 
0,635 
4,6S6 
4,036 

758 
0, 502 

24,269 
3,027 
6,132 
2,175

3,393

2,034

2,215

4,528

1.056

$S4,492 
0,14S 

29.198 
65,395 

592. 147 
42, S02 
20,653 
59,123 

4S0.416 
SO, 002 
72,011 

114,444 
134.045 
109,870 
144,941 
23, 214 
30,185 

371,174 
4S, 407 

239, 970 
104, 023 
107,490 
93. 2S6 

125,479 
33,190 

126, 579 
109,627 
489, SSC 
128, 753 
62,050 
85,983 

138.803 
22, 127 
78,327 
20, 252 
16,024 
3,049 

306, 484 
53, 590 
47,283 

121,277 
272,333 
210,980 

-127 
126,429 

7,173 
47,574 

259, 112 
108,019 
146,003 
93,062 

208, 651 
135, 478 
28,350 
36,935 
70,281 
19,356 

134,634 
137,206 
115, 254 
136,310 
93, 635 
58,948 
16, 009 

117,997 
208,814 
70,141 

115, 057 
26,420

190,653

71,360

100,809

74,682

63, 556

$2, S33$65,058 
4,239 

21,600 
62,437 

511,831 
30,813 
19,188 
49,09S 

395,339 
07, 483 
60,734 

102, 338 
111,538 
95.602 

108,158 
19,905 
22.9S5 

316,9-11
35.420 

201,457
76,313 
80, 233 
76. 985 
99,390 
25,797 

107,198 
91,062 

410,971 
109, 803 
51,557
72.907 

110,942
10,491 
60, 520 
16,417 
11,456 
2,305 

261,020 
44,350 
39, 624 

106, 6S1 
236, 700 
189, 222

”96,"914' 
4,185 

42,901 
218,046 
92,935 

123,144 
70,919 

226,374 
118,600
23.402 
28,969 
52,307 
15,297

112,390 
101,649
92.402 

111,474
78.421 
49,380 
14,395 
99,120

164,530 
56,749 
94, SOI 
20,904

189,081
GO, 801
93,113
60,077
53.908

Kansas City, genoral ad
ministrative.

Columbus, State adminis
trative.

Dallas, State administrative.

.. Birmingham............................

.. Juneau.......................................

.. Phoenix.....................................

.. Little Rock..............................

.. Los Angeles..............................
San Diego.................................
Oakland....................................
Sacramento..............................
San Francisco..........................

.. Denver......................................

.. Hartford....................................

.. Washington.............................

.. Jacksonville.............................
Miami____________________

.. Atlanta......... ............................

.. Honolulu............................. ..

.. Boise.......................................

.. Chicago......................................
Springfield................................

.. Indianapolis.............................

.. Dcs Moines..............................

.. Topeka......................................

.. Louisville_______ _________

.. New Orleans................ ..........

.. Bangor.......................................

.. Baltimore..................................
Boston........................................

_ Detroit.......................................
Minneapolis................. ...........

. Jackson......................................
_ Kansas City.............................

St. Louis....................................
_ Helena.........................................
. Omaha.......................................
_ Reno...........................................
. Concord.....................................
_ Camden..................... ................

Newark.......................................
. Santa Fo....................................
. Albany........................................

Buffalo____________________
Jamaica......................................
New York..................................
White Plains.............................

_ Greensboro............................... .
. Fargo...........................................
. Cincinnati..................................

Cleveland...................................
Columbus....... ......... ............. .

. Oklahoma City........................

. Portland.................................... .

. Philadelphia............................ .
Pittsburgh............ ................... .

. San Juan.....................................

. Providence.................................

. Columbia.................................. .

. Sioux Falls.................................
Memphis________ _________

. Dallas______________ ______
Fort Worth................................
Houston....................... ...............
San Antonio_____ _________

. Salt Lake City............ .............

. Burlington..................................

. Richmond...................................

. Seattle..........................................

. Charleston..................................

. Milwaukee.................................

. Cheyenne....................................

. New York (zone I rental 
housing office).

. Atlanta (zone II rental 
housing office).

Chicago (zone in rental 
housing office).

St. Louis (zone IV rental 
housing office).

Son Francisco (zone V 
I rental housing office).

652 300 5-12
683 -2562,670

429 -1,696
39,093

-24112 273, 506
50,007

16.877
2.000
2,500Colorado.......................

Connecticut.................
District of Columbia. 
Florida...........................

8,976,981 7.406,094 734,179 202,125 573,983

Note.—Includes expense of prior years encumbered after Jon. 1, 1940.

Statement 23.—Combined statement of resources and liabilities under all funds 
of December 1939, June 1940, and December 1940

1,200
6,707Georgia. 

Hawaii. 
Idaho... 
Illinois..

1,013 
3,59-1 
2,049

, as

Indiana................
Iowa.....................
Kansas.................
Kentucky...........
Louisiana............
Maine..................
Maryland...........
Massachusetts—
Michigan............
Minnesota..........
Mississippi.........
Missouri..............

Montana.............
Nebraska.............
Nevada________
Now Hampshire 
New Jersey.........

New Mexico___
New York..........

Dec. 31,1939 June 30, 19405,632

6," 709 
815 

5, 5S9 
6,084 

20,400

"2,"220

6,329

959
1,042
1,140

1,222
1,255

"i,"700 
12,149 
2,760

Dec. 31, 1940

Resources

Cash (exclusive of insurance funds)........................................
Accounts receivable.....................................................................I
Available funds—Reconstruction Finance Corporation 

(renovation and modernization fund for Title I insur
ance claims)................................................................................ 1

Inventory of stores........................................................................
Prepaid oxpenso.............................................................................
Notes receivable (claims for insurance paid under Title 

I):
On loans insured prior to Feb. 3,1938 amendment___
On loans insured under Feb. 3, 193S amendment...........
On loans insured under Juno 3,1939 amendment--------

Furniture and equipment..........................................................
Mutual mortgage insurance fund (net)________________
Housing insurance fund (net)......................................-.........
Title I insurance fund (net).......................................................

Total resources....................................................................... 1

$3,953,226.69 
517.92

$4,270,194.41 
10,023.77

$3,403,813.74 
4,248.83

75,000,000.00 
47, 2S0.25 
2,475.00

71,359,693.75 
49,037.75

69,359,693.75 
59,915.81

9,499,440. 67 
2,544,435.00 

3,800. J 7 
9S5,408. 71 

25,807,657.05 
2,210,192.60 
1,302,813.58

8,699,744.37 
4,627,498. 59 

392, SS2. 27 
1,050,882. 39 

27,731, GOO. 60 
2,003,172.39 
2,313,801.19

7,995,455.47 
6,787,373.31 
1,708,330.36 
1,068,972.02 

30,824,198.86 
2,163,379.44 
3,150,902.50

140

121,357,253. 91 123,108,591.48 125,520,314.09
4,288North Carolina. 

North Dakota.. 
Ohio.....................

Liabilities

Accounts payable, administrative expenses, prior fiscal
years...............................................................................................

Accounts payable, administrative expenses, fiscal year
1941..................................................................................................

Title I claims in audit..................................................................
Special deposits..............................................................................
Trust fund receipts, Title I........................................................
Miscellaneous receipts in process of deposit.........................
Unexpended appropriations and allocations:

Administrative expenses and miscellaneous....................
Ronovation and modernization, Title I.............................

Title I reserve..................................................................................

Total liabilities........................................................................

Excess of Resources Over Liabilities

Administrative expense fund............. -.....................................
Renovation and modernization fund......................................
Mutual mortgage insurance fund............................................
Housing insurance fund...............................................................
Titlo I insurance fund..................................................................

Total excess of resources over liabilities.........................

3G0
10,504 576,411.35 532,678.62 52,174.84

357,840.94 
37S, 327.26 

12,790. 29 
527,388.62 

805.85

578Oklahoma.........
Oregon...............
Pennsylvania..

Puerto Rico... 
Rhode Island- 
South Carolina 
South Dakota.
Tennessee........
Texas..................

3,745 
8,663

1,203 
3,059 
3,103

164,282. 86 
27,334.85 

681,626. 53 
648.13

47,747. 43

78,'848."09'

2,359,619.15 
891,117.69 

75,000,000.00

.
1.832.108.07 
1,031,424.75 

71,359,693. 76

1,969,140.53 
109,529.14 

69,359,693.756,669 
5,649 
0,284 
1,268 
2,140

78,953,744.61 75,629,8S8.10 72,707.756.32

Utah.............................
Vermont.......................
Virginia.......................
Washington............... .
West Virginia.............
Wisconsin................... .
Wyoming.....................

Rental housing offices: 
New York....................

Georgia........................ .

Illinois...........................

Missouri........................

California......................

1,035.163.96 
12.047,681.84 
25.S07, 657.05 
2,210,192.60 
1,302,813.58

1,109,943.01 
13,720,125.23 
27,731,600.60 
2,603,172.39 
2,313,861.19

1,128.917.83 
15,491,159.14 
30,824,198.86 
2,163,379.44 
3,150,902.50

7,574 
2,400 
3,898

42,403.509.03 52,758,557.77! 47,478,703.32

3,085 i1252
3,226
3,076 o

I

i
!

i


